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Summary and purpose of report 

The funding categories component is intended to make up the larger part of the unified funding 
system (UFS), supporting learning according to broad costs of delivery by subject and mode. 
Key choices about how sharply it can target RoVE priorities will need to be made in light of 
modelling, to be provided in late September.  

In the meantime, this report provides an update on the design of the funding categories 
component in light of stakeholder engagement and further analysis, and seeks your input on 
the design parameters to be included in the modelling. It also follows up on your recent 
feedback about the strategic component. If it is possible, your feedback on this paper by 3 
September would allow us to reflect your decisions in the first stage of the modelling. 

Recommendations 

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

The design of the funding categories component you 

a. note that the funding categories component design is based on volume-based funding,
reflecting broad variations in the cost of delivering an amount of learning (measured in
credits) in different subjects and modes of delivery

b. note that we have refined our approach to funding by mode based on sector feedback,
and have created consolidated subject groupings and are working to refine them
further

c. note that we will continue to use EFTS and STMs while we work with providers to
establish a common measure of learning for provider- and work-based provision
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An online / extramural mode you 

d. agree that we take a phased approach to implementing an online mode to allow us to 
define and collect new data about online provision, and that an interim approach for 
2023 uses the existing definition for “extramural delivery” 

Agree / Disagree 

Learner eligibility for tuition subsidies you 

e. agree that learner eligibility for tuition subsidies in the UFS should align with existing 
SAC learner eligibility requirements, which would: 

i. remove eligibility for tuition subsidies for work-integrated learning for non-citizen, 
non-resident learners, with narrow exemptions 

Agree / Disagree 

ii. extend eligibility for tuition subsidies for work-integrated learning for people who 
are in the workplace who are not employees (e.g. volunteers, self-employed 
people and contractors) 

Agree / Disagree 

f. note that officials will provide further advice on the design of an exemptions 
arrangement  

The employer-led mode and the learner success component you 

g. note that providers will have a limited role in the employer-led mode, including no direct 
contact with learners and no role in directly supporting learning or wellbeing 

h. agree that the learner success component will not apply to the employer-led mode 

Agree / Disagree 

Te reo and tikanga Māori provision you 

i. agree in principle, subject to the results of modelling, to interim measures while the 
reviews of te reo Māori and mātauranga Māori funding and Te Hono Wānanga are 
underway, which would involve: 

i. maintaining te reo and tikanga funding rates within the UFS at (or very close to) 
their current rates 

Agree / Disagree 

ii. funding extramural te reo and tikanga Māori provision at the same rate as face-to-
face (i.e. exclude it from any extramural / online mode) 

Agree / Disagree 

j. note that we will test this approach with the wānanga as the results of the modelling 
become clearer, to inform Cabinet decisions 

Treatment of other VET funds you 

k. agree to withdraw the Qualifications Development Fund from 2023, and transfer its 
funding to the UFS 

Agree / Disagree 
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Background 

1. The unified funding system (UFS) consists of three components. You have recently 
taken decisions about the learner success component and the strategic component 
(METIS 1263885 and 1266423 refers). This paper focuses on the funding categories 
component, as well as responding to your feedback on earlier advice (see Annex 1 for 
the schedule of upcoming advice). 

2. The first section sets out the design of the funding categories component based on our 
previous advice. We then seek decisions from you on key policy issues to help shape 
our modelling advice to you in September and October. Finally, we set out further 
advice about the strategic component to address your recent feedback. 

The funding categories component is based on three elements: amount of 
learning, subject, and mode of delivery 

3. The high-level design of the volume-based elements of the UFS are summarised in 
the diagram below.  

Funding Category Component Funding 

+ 

Learner 
Success 

Component 
Funding per 
EFTS/STM 

= 
Funding 

Per 
Learner 

Subject Category Rate X 
Amount of 
Learning 

X 
Mode 

Multiplier 

$ per EFTS/STM X Credits / 120 X Mode Multiplier 

4. This design is based on your earlier decisions, that: 

a. The funding category component should be volume-based, with rates based on 
subjects and modes (METIS 1210568 refers). 

b. There should be four modes to reflect different roles for providers and employers 
in delivering learning, and we should investigate a fifth mode for online learning 
(METIS 1233742 refers). We also advised you on the development of a shared 
definition for a unit of funding (what we referred to as a “chunk”), the use of ratios 
to differentiate the funding rates across modes, and planned work to rationalise 
subject rates and apply them to industry training. 

c. We could do detailed policy and operational design with the sector from March 
2021, including testing the online mode (METIS 1251762 refers). 

5. This paper updates you on the work we have done, following sector engagement and 
information gathering, to refine this design. We have aimed to design a simple, 
transparent system that broadly reflects differences in underlying costs to TEOs and 
incentivises work-integrated learning. 

6. We will provide advice in late September exploring rate-setting scenarios for the UFS. 
Amongst other things, this will be an opportunity test how the learner success 
component and the funding categories component operate together (some scenarios 
are likely to set funding category component rates lower than the current Student 
Achievement Component (SAC) or industry training rates). 

7. The UFS relates to certificate and diploma provision in tertiary education (levels 3-7). 
Related work programmes address: secondary-tertiary education provision, learner 
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Amount of learning: As an interim arrangement we will need to maintain different units 
of measure between provider-based training and industry training  

14. Under the current funding system, we have two different approaches to linking funding 
to an amount of learning. The two systems are both based on a full-time study load 
idea (120 credits equals to one full-time year). But in industry training we link funding 
to the time a learner is active in a programme and to credits a learner has achieved. In 
provider-based VET, we link funding to a learner’s enrolment in a course. In the UFS, 
we will need to move to a single, consistent method for funding an amount of learning. 

15. This is technically challenging, because it involves changing the “deep wiring” of the 
system: these different measures are the basis for separate data reporting and 
collection systems (SDR and ITR), which in turn provide different methods for 
calculating full-time-equivalent funding rates (EFTS and STMs). 

16. As well as creating a consistent basis for administering the UFS, a single method is 
important for ensuring that what people learn is accounted for consistently regardless 
of their mode of learning. Amongst other things, this will allow providers to track 
progress if learners change provider or mode of learning. 

17. TEC is working on changes to the current data collection system (funded through 
Budget 2021), and is currently looking at potential solutions. This system will be 
important for ensuring the UFS (along with monitoring and reporting) accurately 
reflects how learning occurs (especially work-based learning), reduces administrative 
burden, and provides flexibility to change over time. As part of any solution, it will be 
important to ensure it has the functionality to gain business intelligence and insights 
such as new performance measures and better tracking of learners through the system 
to ensure the UFS is supporting the broader outcomes of RoVE. 

18. We intend to move to a shared unit as part of the new data system in the longer term. 
At least for 2023, we propose to continue using EFTS and STMs as the unit of funding 
as an interim solution. This provides time to work with providers on a shared unit, which 
is important to ensure that the necessary IT changes are robust and that there is time 
to work through any adjustments required to business systems (for example, to align 
the way providers record enrolments or learning progress). 

We are seeking decisions on five policy issues to help us progress modelling 

19. This section focuses on five policy issues: 

a. developing a mode for online provision 

b. determining learner eligibility for funding 

c. applying the learner success component to the employer-led mode 

d. setting funding rates for te reo and tikanga Māori provision 

e. treatment of other VET funds. 

We propose a phased approach to implementing an online mode 

20. We have done further work on a separate mode for provider-based online learning in 
line with your earlier decisions (METIS 1233742 and 1251762 refer). 

21. The aim of a separate provider-based mode for online learning is to reflect the cost of 
online delivery and ensure providers can continue to invest in online delivery 
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infrastructure. It is also important to consider price relativities with work-integrated 
learning, where much of the learning is supported by online tools.  

22. Our initial work suggested that an online mode could be funded at a lower rate than 
the provider-led mode. We tested this proposal with key stakeholders, especially Te 
Pūkenga and Te Wānanga o Aotearoa who have significant extramural delivery.1 We 
heard that online delivery is most cost-effective at scale (with some high upfront costs 
a feature of this delivery, as well as relatively frequent upgrade cycles). This reflects 
the limited data we have available. 

23. As a result, some providers raised concerns about the potential impact on low-volume 
provision, in particular in niche provision in remote areas. Our view is that the UFS 
provides several mechanisms for addressing this: the strategic component for Te 
Pūkenga and wānanga, subject cost differentiation, and the flexibility offered through 
bulk funding. However, there are a few PTEs who deliver extramurally who will have 
much less flexibility to manage this shift. (We will analyse the effects on PTEs as part 
of modelling work in September). 

We have limited information about online provision, so we propose to start with an extramural 
mode while we refine an online mode further 

24. In the long-term, an online learning mode will require new data based on a refined 
definition. Amongst other things, it will need to be clear on the boundary with blended 
learning (i.e. a combination of online and face-to-face learning).  

25. At the moment, the closest measure available is “extramural delivery”. We recommend 
using this as an interim measure in 2023, so that the UFS can be designed from the 
start with a lower online rate. We would work to introduce a more refined measure for 
2024. Whilst the extramural reporting is not perfect (some stakeholders reported 
inconsistent use of this field, and it is broader than an online measure would be, 
including other off-site provision such as marae-based/home-based with tutor visits), it 
is a reasonable proxy for a limited period.   

26. The alternative is to delay the introduction of an online mode until 2024. We do not 
recommend this because making a separate (downward) shift for this rate separately 
from the other UFS changes would be challenging, and would limit the scope of what 
can be done for other modes in 2023. 

27. On balance we think that the clear signalling of the UFS behaviour shifts this approach 
would send outweighs concern that the initial definition is only an interim measure. 

We propose changes to learner eligibility for tuition subsidies 

28. Earlier this year we provided you advice about eligibility for government tuition 
subsidies under the UFS (METIS 1249472 refers).2 You agreed that we should explore 
the following changes with key stakeholders: 

 
1 Other TEOs were: National Trade Academy, the New Zealand Skills and Education College, Primary 
ITO and Competenz. 
2 Currently eligibility for tuition subsidies for provider-based learners is based on being a domestic 
student as defined in the Education and Training Act 2020, while eligibility for tuition subsidies for 
industry training is based on being legally employed. 
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a. removing eligibility to training subsidies for non-domestic learners, which would 
make employers responsible for funding training for these learners. You also 
asked us to investigate an exemption framework for 'national interest' training.  

b. extending funding for work-integrated training to people in the workplace who 
are not employees, such as the self-employed, contractors and volunteers. 

29. We discussed the proposals with targeted stakeholders.3 They supported extending 
eligibility to people in the workplace who are not employees, and did not raise any new 
matters that would alter our original advice. However, they raised concerns about 
removing eligibility for non-domestic learners. 

Removing eligibility for non-domestic learners could have impacts… 

30. Stakeholders were concerned that removing public funding for non-domestic learners 
would lead to these groups not being trained (currently around 10-15% of industry 
trainees are ‘non-domestic’, they are mostly trainees rather than apprentices). There 
was also some concerns that employers would shift the costs onto trainees, and/or 
provide informal learning. 

31. As a result, stakeholders were concerned about skill shortages, particularly in 
industries with a high number of non-domestic trainees at present (mainly primary 
industries and care and support, but there are also a high number of these learners in 
construction, manufacturing and food services). One stakeholder also raised concerns 
about training for the partners of skilled migrants, who are not work-tested at present. 
Stakeholders were also concerned about the impact on pathways to future 
employment and more long-term visas. 

32. Stakeholders support an exemption framework for work that relies on overseas labour 
without the ability to readily access this from New Zealand,  

 For 
all such workers training would be needed to enable them to carry out work within a 
New Zealand context. 

33. Stakeholders also raised the need for grandparenting arrangements to mitigate the 
potential for non-completion of training for those learners already enrolled in training. 

…but it aligns with other Government priorities and the impacts could be managed through an 
exemptions framework 

34. We remain of the view that non-domestic learners should not be eligible for tuition 
subsidies. We consider the costs of work-based training should be employers’ 
responsibility when hiring from overseas. 

35. This view aligns with the Government’s rebalance approach for immigration which aims 
to incentivise businesses to develop local workforces before seeking to source labour 
from overseas and to lift working conditions, improve the skills training and career 
pathways for workers, and contribute to greater productivity by encouraging 
investment in higher skill levels and technology. This will also help to reduce the 
economy’s reliance on lower-skilled migrant workers while the flow of people across 
borders will remain uncertain, even after our borders are reopened. 

 
3 We received views on the impacts of these two proposals from transitional Industry Training 
Organisations (BCITO, Primary ITO, Competenz, Skills Org, Skills Active, Careerforce, and Service 
IQ), Business New Zealand and the New Zealand Council of Trade Unions. 
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36. This eligibility change will also create a market for VET providers to charge 
international fees to work-based learners. This will help ameliorate the effects of the 
likely reduction in the international market for off-job sub-degree VET that will result 
from the immigration reset. 

37. We consider that TEC will require some flexibility to provide funding where there is a 
public good. However, the criteria for such exemptions will need to be narrow, to 
ensure that provider-based international education is not undermined, and to minimise 
transaction costs for industry, providers and TEC. For example, we could explore 
principles like the NZ training must complement skills that can only be acquired 
overseas, and that these skills unlock wider benefits to New Zealand (e.g. by creating 
business opportunities that benefit New Zealand workers). 

38. Note that we have consulted MBIE on these changes. They agree to the proposed 
changes to eligibility, but do not see a compelling argument for exemptions to be 
required for some jobs or groups of temporary migrant workers. MBIE also notes that 
the cost of administering an exemption regime is likely to be high and contentious 
relative to the small numbers likely to receive an exemption and the value of the 
training in question. 

39. If you agree to proceed with our proposed changes to eligibility, we will work with TEC 
on an exemptions regime, and explore the feasibility of grandparenting arrangements 
for current non-domestic trainees. 

We propose that the learner success component should not apply to the employer-led 
mode 

40. The employer-led mode would support learners who are in employment and who 
receive support for their learning and wellbeing directly from their employer. Providers 
would have a limited role, focused on supporting learners’ qualifications to be 
transferable, including quality assurance of assessment. This means that providers will 
have very little direct contact with learners.  

41. Because of this approach, we do not recommend applying the learner success 
component to the employer-led mode. This approach would be simple, and recognises 
that providers would have limited opportunity to engage with and support learners in 
this mode. 

42. The main alternative is to provide funding at a lower rate than provided for other modes 
(if it were provided at the same rate, it would be out of proportion with the rate we 
envisage for the employer-led mode). This would signal our expectation that learners 
be supported across all modes of study, but it would create a more complex system, 
with obligations on providers to ensure that employers engage with all learner support 
needs. 

We propose to maintain funding rates for te reo and tikanga Māori provision at (or close 
to) their current rates  

43. The scope of the UFS includes te reo and tikanga Māori provision at NZQF levels 3 to 
7 (excluding degrees) [CAB-19-MIN-0354 refers]. Currently, 8,690 EFTS of this 
provision would fall within the UFS. Just over 99% of these are funded at the lowest 
funding rate ($6,408 per EFTS in 2020), meaning the 2020 value of delivery of these 
EFTS was approximately $55.7 million (roughly 7% of all UFS funding). Most of these 
EFTS (7,660 or 88%) were delivered by wānanga. 

44. There are two related ongoing reviews: 
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a. A review of funding for te reo and mātauranga Māori across all levels of 
tertiary education is on a different timeline to the UFS. We expect to provide 
Ministers with initial advice in the coming weeks, including a proposed 
approach to engage with the sector to better understand funding priorities and 
challenges, and opportunities for change. 

b. Te Hono Wānanga recognises the unique role and functions of wānanga and 
aims to develop a funding system that better supports these functions. 

There are challenges with including te reo and tikanga Māori provision within the UFS  

45. If te reo and tikanga Māori provision is funded at the same rate as other provider-based 
humanities provision, the rate is likely to be lower than the current rate. This is because 
prioritising funding for work-integrated learning as well as providing funding for the 
learner and strategic components will likely result in a decrease to “headline” funding 
rates for most provider-based study. 

46. A reduction in funding rates would be at least partially compensated for by the addition 
of the learner success component, but this funding would not be distributed evenly 
over all providers. Further, the design of the strategic component is focused on 
vocational skills needs and seems unlikely to significantly support te reo and tikanga 
Māori provision.  

47. This risks exacerbating existing funding concerns in relation to te reo and tikanga Māori 
provision, undermining the funding reviews for these subjects as well as relationships 
with Te Tiriti o Waitangi partners such as the wānanga. 

We propose maintaining existing funding rates as an interim step  

48. We consider that it is important to at least maintain “headline” funding rates for te reo 
and tikanga Māori provision in the interim while we progress potential longer-term 
changes as part of the review. Any reduction in funding rates, even if they are only 
temporary pending the outcomes of the review, would risk undermining the broader 
review. In addition, te reo and tikanga Māori provision is different from most of the 
provision funded through the UFS, in that it is not primarily vocational, and hence the 
incentives for work-integrated learning are not central to its design. 

49. We propose, subject to the results of modelling, to maintain funding rates for te reo 
and tikanga Māori provision at (or close to) their current SAC funding rates. This would 
likely result in them being in a different funding category from other humanities 
subjects, either grouped with other subjects in the funding category above or in their 
own funding category. (For example, Annex Two groups te reo and tikanga Māori 
provision with trades, creative, IT and health-related vocations). The learner success 
component would also apply to this provision (as with other UFS provision), providing 
a consistent approach to learner support. 

50. To support this interim approach, we also recommend that this provision should be 
excluded from an online mode. This is because a substantial part of te reo and tikanga 
Māori delivery is extramural, and the online mode would be funded at a lower rate. 
(Also, Te Wānanga o Aotearoa offers extramural te reo Māori programmes with some 
marae-based or other community-based elements, which will require appropriate 
funding). Any decisions about the funding rates for online provision of te reo and 
tikanga Māori would be better considered as part of the funding review.  
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51. The interactions of these proposals is complex, and we will explore them further 
through modelling and report back at the end of September. Our initial analysis 
suggests that the cost of maintaining current funding rates should be manageable. 

52. This approach is likely to mitigate concerns wānanga and other Tiriti partners may 
have about the impact of the UFS on funding for te reo and tikanga Māori provision. 
Subject to your in-principle agreement, we will undertake targeted engagement with 
wānanga to confirm their comfort with this approach. 

53. Alternatively, we considered the option of removing te reo and tikanga Māori provision 
from the scope of the UFS, at least until the reviews are completed. This option would 
also maintain current funding rates and would remove risks associated with the 
perception that the UFS is not designed to promote te reo or tikanga Māori provision. 
But it could create concerns that te reo and tikanga Māori provision misses out on the 
benefits of the learner success component. This approach would likely also be more 
complex, as a residual amount of te reo and tikanga Māori provision would continue to 
be funded through the UFS, where it forms part of a broader VET programme. 

Treatment of other VET funds 

54. There are a number of smaller funds that intersect with the proposed coverage of the 
UFS.  These are: 

a. Qualification Development Fund  

b. Māori and Pasifika Trades Training (MPTT) 

c. Level 3 Youth Guarantee  

d. Workplace Literacy and Numeracy  

e. Centres of Vocational Excellence 

55. We propose that the Qualification Development Fund should be withdrawn, and the 
funding allocated through the unified funding system. This fund provides $1 million per 
year for qualifications review and development. Its purpose has been overtaken by the 
establishment (and funding) of Workforce Development Councils. 

56. We propose that the other funds continue alongside the UFS for the time being, but 
that we monitor the effects as the UFS is implemented. We want to ensure the UFS is 
performing before changing other funds, but in the long term we may need to address 
double-funding or overlaps in fund purposes. 

57. MPTT is funded through a mix of SAC funding and separate funding elements (the 
fees-free top-up, brokerage rate, and consortium funding). UFS funding would replace 
the SAC funding element. We will do further work to explore simplifying this funding. 

58. There is also an overlap issue for levels 1 and 2 training. Provider based level 1 and 2 
training is excluded from the unified funding system while level 1 and 2 industry training 
is included. We propose maintaining this distinction while the review of foundation 
education is completed.  

Confirming the design of the strategic component 

59. You recently indicated that you would like to introduce strategic funding in three areas: 
a dedicated strategic fund for Te Pūkenga, a separate project fund for other providers 
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(not Te Pūkenga or wānanga), and a third strategic fund for wānanga (METIS 1266423 
refers). This section responds to your feedback. 

60. You indicated that Te Pūkenga’s ability to fulfil its goals and priorities should not be 
compromised by the uncertainty of contestable funding. Therefore, we propose that Te 
Pūkenga-specific funding should have a broader purpose to enable it both to build its 
national network of provision and to respond to national and regional skills priorities. 
Te Pūkenga would have flexibility over this funding to deliver on these dual priorities, 
with oversight from TEC through its usual mechanisms. 

61. 

62. Given this, we believe a separate fund for wānanga within the strategic component of 
the UFS would provide unnecessary duplication in the funding system. Instead, we 
propose that the project funding element could support proposals for funding from 
wānanga that relate to VET. This would mean that the funding would be open to 
wānanga, PTEs, and universities who deliver VET (but not Te Pūkenga). 

63. For both Te Pūkenga-specific funding and project funding for other providers, we 
propose that their allocation will be informed by national skills priorities on advice from 
WDCs and RSLGs. 

Next steps 

64. We have developed a model that generates potential funding rates for the UFS. As 
you make in principle decisions on the three components, we can refine the settings 
for the model. This helps to reduce the number of changing variables in our advice to 
you in September. The model also generates sub-sector and provider-level funding 
amounts, which helps us compare how funding could differ under the UFS compared 
to previous years. 

65. We will develop a range of scenarios to discuss with you, and we will test the 
affordability of the potential funding rates if enrolment patterns change. 

66. We will be receiving updated 2021 enrolment data shortly, and we will be able to begin 
reporting to you on the results of the modelling. This will support you to begin 
considering rates for the funding categories and learner success components, and the 
proportion of funding between the three UFS components. We will provide advice to 
you on this in September. If it is possible, your feedback on this paper by 3 September 
would allow us to reflect your decisions in the first stage of the modelling. 

67. Following this work, we will provide a draft Cabinet paper in early October, aiming for 
Cabinet in November. 

Annexes 

Annex 1: Sequence of key UFS decisions 

Annex 2: Subject groupings and volume of delivery  

Annex 3: Modes of delivery 
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Annex 3: Modes of delivery 
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