
 

 

25 November 2016 

Submission on the Productivity Commission’s draft report on its inquiry into 
new models of tertiary education 

Introduction 

1. The Ministry of Education and the Ministry of Business, Innovation and Employment 
(MBIE) welcome the opportunity to comment on the Productivity Commission’s draft 
report on its inquiry into new models of tertiary education. We have consulted with the 
Treasury in preparing this submission.  

2. The Ministry of Education is the Government’s lead advisor on the education system, 
shaping direction for education agencies and providers and contributing to the 
Government’s goals for education. 

3. MBIE is the Government’s primary business-facing agency. It works to ensure that we 
are building a better New Zealand by improving competitiveness and productivity in New 
Zealand businesses. Its work includes advice on labour market and skills policy. 

4. Both agencies are committed to support the Commission as it undertakes this inquiry to 
provide fresh insight into the adoption of new models of tertiary education. We know that 
tertiary education helps people improve their lives, and the lives of those around them. It 
is a way to support individuals to succeed, while also supporting wider economic growth 
and well-being. A dynamic and innovative tertiary education system is important to New 
Zealand’s future economic and social development. 

5. Our current role is to support the Commission as it in conducts its independent inquiry. 
When the Commission submits its final report, our role will be to advise the Minister for 
Tertiary Education, Skills and Employment as the Government considers its response to 
the Commission’s findings and recommendations. 

6. Our submission does not address in detail each of the findings, recommendations and 
questions in the Commission’s draft report. Instead, we have sought to clarify some 
issues of fact and data interpretation, outline a range of current Government activities 
that contribute to the results sought from innovative models, and to identify key themes 
and questions where we would encourage the Commission to develop its analysis and 
advice. We recommend that the Commission focus its final report on new models, 
transition pathways and on how actors in the tertiary system can contribute effectively. 

7. We also suggest that the Commission consider more specific interventions focussed on 
stimulating tertiary sector innovation. Given the risks of system-wide change, it would be 
useful to have some more immediately achievable options to consider, and an 
assessment of their relative priority.  
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Our submission outline 

8. Our submission is in three parts: 

 Part One: Performance of the tertiary education system 

 Part Two: Current Government initiatives to improve the system 

 Part Three: Discussion on key themes in the draft report. 

 

Part One: Performance of the tertiary education system 

9. The draft report presents a range of data and evidence about the recent and current 
performance of the tertiary education system. This is helpful in setting out the 
Commission’s understanding of current system performance and trends, and the causes 
and drivers of this. However, in three areas we consider there are some gaps in the 
system performance story that it is important to address: 

 The performance of the New Zealand tertiary system in an international context 

 Explaining the causes and reasons for overall trends in participation – especially 
for older and part-time students in lower-level programmes, and 

 Trends in Māori and Pasifika people’s participation and achievement. 

The New Zealand tertiary system in international context 

10. The New Zealand tertiary system performs well when compared internationally. In 
particular, we have high degree-level completion rates, our students have high skill levels 
and we have high participation rates for older students. Compared internationally, the 
New Zealand tertiary system is both high quality and cost-effective. 

We have above average levels of participation in education 

11. At tertiary levels, participation remains higher than the Organisation for Economic 
Cooperation and Development (OECD) average for ages under 20, about average for 
ages 20-29, and higher than average for older ages. New Zealand has one of the highest 
rates of adult learning. Participation in non-formal education is particularly high (64% of 
adults, compared with the OECD average of 46%). The share of adults aged 25-64 with 
Level 4 or higher qualifications are also high; in the top six (Figure One). However, at 
degree level or higher, our share is closer to the middle, just about the OECD average. 

  



 3 

Fig 1: Participation rates of 25 to 64 year-olds in formal and non-formal education, by educational 
attainment and literacy proficiency level 

 

We have high bachelor’s degree completion rates and skill levels 

12. New data on tertiary degree completion rates (for 15 OECD countries with available data) 
shows that full-time New Zealand students had the second highest degree completion 
rate (after the United Kingdom) at 81% (Figure Two). 

Fig 2: Qualification completion rates for students in full-time bachelor’s degree programmes 

 

13. In the OECD’s 2015 Survey of Adult Skills, New Zealand had the highest proportion of 
adults in the top category of ICT-based problem solving, and ranked in the top six 
countries for high levels of literacy and in the top ten for high levels of numeracy skills.    
The skill levels of tertiary-qualified New Zealand adults are high relative to the skill levels 
of tertiary-qualified adults in other OECD countries. 
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Our system is internationally respected  

14. Compared to the world average, the academic impact of our universities’ research has 
been rising. Likewise, both the share of world indexed publications and rates of 
collaboration have been rising. For example, 63% of journal articles were published with 
another NZ-based institution in 2010-2014, up from 57% in 2005-2009. Collaboration with 
overseas institutions was a feature of 58% of published articles and reviews produced in 
our universities in 2010-2014, compared to 51% in 2005-2009. In the QS 2016-17 
university rankings saw all eight New Zealand universities in the top 500. 

15. The quality of our tertiary education system has been recognised by the growth of 
international education, which has become one of New Zealand’s most valuable exports. 
It is now our second largest service export industry and our fourth largest overall export 
industry. A recent Infometrics/NRB report for Education New Zealand estimated the 
industry’s 2015/16 onshore activity at $3.8 billion of foreign exchange earnings, a direct 
contribution to GDP of $1.9 billion and total (direct + indirect + induced) contribution to 
GDP of $4.0 billion.1 Services delivered offshore were estimated in 2015 to have foreign 
exchange earnings of $171m, direct contribution to GDP of $118m and total contribution 
to GDP at $242m.  International education’s total contribution to GDP is estimated at 
$4.28 billion in 2015/16 - a 50 per cent increase from $2.85 billion when the sector was 
last formally measured in 2014.2  

16. In 2015, there were 61,430 international students in New Zealand - a record high. The 
highest growth rate has been in international doctorate enrolments, with 4,075 in 2015, 
up 480% from 704 in 2005.  International enrolments at degree level and above were 
37,052 in 2015, up 23% from 30,054 in 2005. 

Our investment in tertiary education 

17. New Zealand sits in the top six countries in terms of total public tertiary education 
expenditure (on households and institutions) as a percent of Gross Domestic Product. 
Institutional expenditure per student remains just below the OECD average, and tertiary 
institutions received 52% of their funding from public sources compared with the 70% 
OECD average. The split between public and private funding puts New Zealand in line 
with other Anglophone countries that support higher private tuition costs through well-
developed government subsidised financial support. 

What explains recent trends in tertiary education participation? 

18. Explaining the causes of recent participation trends is important as it informs the 
Commission’s assessment of how the funding and regulatory systems influence and 
constrain innovation, new models, and providers’ responses to changing demand. 

19. The draft report places considerable emphasis on what the Commission sees as the 
undesirable effects of capping government-funded student places (EFTS). In particular, it 
associates this with the recent decline in enrolments by older and part-time students, and 
concludes that the system is designed to favour “traditional” tertiary education.3 

20. We agree that in capping the number of funded student places, the tertiary funding 
system may constrain the influence of student demand on providers’ incentives, and that 
this may inhibit innovation and responsiveness to student demand.  

                                                 
1
 http://www.enz.govt.nz/assets/Uploads/The-Economic-Impact-of-International-Education-in-New-Zealand-2015-2016.pdf 

2 http://enz.govt.nz/news-and-research/research/the-economic-impact-of-international-education-201516/ 
3
 Productivity Commission draft report, p4.  
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21. However, we consider that the draft report over-estimates the historical effect of the 
funding caps and pays insufficient attention to other factors that have influenced 
participation trends. 

22. While focussing on the impact of caps on innovation and provider responsiveness, the 
draft report does not adequately address the reasons why enrolments have declined. 

23. As the draft report notes (p33), domestic student enrolments dropped by 19% between 
2007 and 2015. This was driven by a fall in enrolments in part-time study (fig 3.16), 
extramural study (fig 3.22), and degree level study, by students aged over 25 (3.10), and 
those previously employed (fig 3.12). 

24. Before concluding that these trends were driven by the funding system’s EFTS caps and 
performance measures, other contributing factors should be considered: 

 From 2005, successive governments took active steps to cease funding some large 
lower-level courses and programmes targeting part-time, extramural and older 
students. This was done because significant problems arose concerning quality, 
student outcomes and value for money4;   

 Changing labour market conditions have greater influence on enrolment rates by 
older, part-time students, and previously-employed students.   

25. The growth in full-time and degree-level participation may also illustrate the system’s 
responsiveness to changing demand, rather than an inherent bias against part-time and 
lower-level programmes. 

26. The following charts illustrate in some further detail the timing and pattern of trends in 
domestic non-degree EFTS.  

27. Figure three shows that EFTS for domestic older learners aged 25 and older have 
remained relatively constant at the bachelors or higher level. EFTS in 2015 were the 
same as in 2001 at this level, and up 2% from 2007, following a surge between 2009-
2012 that coincided with the onset of the Global Financial Crisis.  There was far more 
volatility below degree level, with an increase in EFTS of 83% between 2001 and 2004, 
followed by a 35% decline between 2004 and 2015. 

                                                 
4
 Although it fails to note this context for the decline in such enrolments, the draft report does note a similar 

explanation for the drop in industry training numbers after 2009, following operational and compliance reviews 
that found large numbers of inactive trainees (p47, fig 3.26). 
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Fig 3: Domestic EFTS for those aged 25 years or older by level of study 2001-2015 

 

28. Figure four illustrates EFTS trends in the non-degree fields which had the largest 
declines in EFTS between 2004 and 2015.  2004 is chosen as this is the first year that 
partial caps applied to TEIs (PTEs were capped from 2003).  These six fields account for 
35% of the 20,825 total decline in non-degree level EFTS from 2007-2014: 

 The fall in teacher education reflects a shift in level of recognised qualification from 
diploma to bachelors degree level. 

 Te Reo Māori programmes grew rapidly between 2001 and 2004 before a significant 
decline driven largely by active measures to address quality issues in some large 
programmes. 

Fig 4: Domestic EFTS for students aged 25 or older in selected detailed fields of study below 
degree level 2001-2015 (selected by biggest decline in EFTS between 2004 and 2015) 

 

29. Figure five focuses on extramural part-time enrolments by students aged 25 or older.  
This group accounted for 10,300 of the total 28,155 decline in non-degree EFTS for the 
25+ age group between 2004 and 2015.  93% of the fall in enrolments for this group was 
in three detailed fields of study which were subject to reviews of provision based on 
concerns about quality and student outcomes.   
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Fig 5: Domestic non-degree EFTS for students aged 25 years and older in extramural part-
time study (sorted by biggest reduction 2004 to 2015) 

 

30. Figure six illustrates the significant improvements in completion rates for domestic 
students in non-degree qualifications over the period in which EFTS in non-degree 
programmes have declined.   

Fig 6: 5 year qualification completion rates for domestic students by level of qualification and 
year started qualification 
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Trends in Māori and Pasifika participation and achievement 

31. The draft report examines the participation and achievement rates of Māori and Pasifika 
in the tertiary system. However, it provides no information on trends in Māori and Pasifika 
participation and outcomes. 

32. We recognise that there is considerable further improvement needed for these groups.  
However, we feel the draft report fails to acknowledge the significant progress that has 
been achieved by students, communities and providers in many areas of our tertiary 
education sector. This somewhat unfairly characterises the responsiveness, innovation 
and performance of the sector and may miss an opportunity to learn from and develop 
successful examples from across the system. 

Trends in participation 

33. The Commission points out that Māori and Pasifika have higher rates of participation in 
tertiary education than Pākehā overall, but this is this is exclusively because of their 
higher rates of participation in study at sub-degree level. 

34. While Māori in particular have higher participation rates in lower-level qualifications than 
the whole population, participation by both Māori and Pasifika as measured in EFTS in 
bachelor degree level or higher study has improved steadily since 2001 (Figure Seven). 

Fig 7: Domestic Māori and Pasifika EFTS in bachelor’s degree level or higher study 

 

Trends in completion rates 

35. Trends in qualification completion rates for both Māori and Pasifika have also improved 
over time. Qualification completion rates were static or falling for Māori between 2001 
and 2006. However, along with other ethnic groups, from about 2006 onwards, there has 
been an improvement in qualification completion rates. Figure Eight demonstrates the 
improvements in five year qualification completion rates over all levels of tertiary study for 
Māori and Pasifika students. 

36. As the Commission points out, course completion rates have stabilised over the last two 
or three years.  After a time lag, this will also be reflected in qualification completion rates 
stabilising – although qualification completions can continue to improve with constant 
rates of course completion.   
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Fig 8: 5 year qualification completion rates over all levels of tertiary study 

 

37. The rise in participation and completion rates over time for Māori and Pasifika students in 
bachelor degree level and above courses is particularly significant, given that this is also 
an area in which students are likely to see the highest rates on return once leaving study 
(Figure Nine). 

Fig 9: 5 year qualification completion rates at bachelor’s degree level 
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completion rates and other outcomes for Māori and Pasifika through innovation and new 
models in tertiary education. 
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Part two: Current Government initiatives to improve the system 

39. In this part we provide information on current activities and initiatives that aim to improve 
results, but may not yet have affected data on the results of tertiary education. We 
consider the Commission should take these current activities into account in developing 
its final advice to Government. 

40. The Tertiary Education Strategy 2014 – 2019 (TES) describes the Government’s long-
term strategic direction for tertiary education. The strategy guides the Tertiary Education 
Commission’s (TEC’s) investment decisions that aim to maximise tertiary education’s 
contribution to New Zealand within the constraints of available funding. Outcomes the 
Government seeks to achieve through the tertiary education system include that: 

 New Zealanders have the skills and knowledge to be successful in life and in an 
increasingly global economy 

 qualifications open doors to future opportunities, and 

 every student, irrespective of their background or needs, should be supported to 
meet their potential. 

41. To support these longer-term outcomes, the Government has set out six priorities for 
2014-2019 in the TES. Each priority seeks to improve the flexibility and responsiveness 
of tertiary education to New Zealanders’ needs. We discuss current work and emerging 
results for each in turn below. 

Priority One: Delivering skills for industry 

42. In meeting the skills needs of industry, the Government has to balance immediate 
workforce needs with the long-term objectives of the tertiary education system. It is 
important to ensure, for both learners and industry, that the skills people develop in 
tertiary education are well matched to labour market needs.  

43. To achieve this, the Government works collaboratively with tertiary education 
organisations (TEOs) and industry to produce information tools for learners: 

 The Employment Outcomes of Tertiary Education (EOTE) project provides 
information about how students’ choices may affect their labour market outcomes, 
enabling them to have realistic expectations for the future. From 2017, this 
information will be available at provider level. 

 Under the Information for Learners initiative, TEOs will from 2017 be required (as a 
condition of funding) to publish standardised Key Information for Students on their 
websites. This includes a statement of expected outcomes, fee information, 
completion rates and graduates’ employment outcomes. Learners will be able to 
compare qualifications across providers when deciding what and where to study. 

 MBIE produces Occupational Outlook reports, which combine earnings data and 
employment outcomes data. Information is available through an app. 

 The MyQual pilot project will enable employers to provide direct feedback to tertiary 
providers and students about the qualifications they value. The feedback will inform 
student decision making in 2017 for the 2018 year. 
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44. Some direct Government interventions also aim to ensure skill needs are being met.  
Current examples include: 

 The Engineering Education 2 Employment programme 

 The establishment of three ICT graduate schools 

 Increasing SAC-funded EFTS numbers in engineering, and subsidy rate changes 
benchmarked to the true costs of provision, which has led to increased enrolments in 
engineering and other high-demand fields of study 

 The Sector Workforce Engagement Programme (SWEP), which uses group training 
schemes to address regional skills shortages. 

45. Learners are responding to labour market needs.  For example: 

 the number of people completing bachelors and above increased to over 52,200 
students in 2015, from 48,600 in 2011 

 the fastest growing field across 2011-2015 was information technology, which grew 
by 51% and engineering and related technologies which grew by 38%, and 

 enrolment in bachelors degrees and higher qualifications in science, technology, 
engineering and maths subjects totalled 21,900 in 2015, up 19% from 2011. 

 There were 42,000 people in apprenticeships or apprenticeship training in 2015.  

46. The New Zealand Qualification Authority (NZQA) has worked with tertiary education 
providers and employers to complete the Targeted Review of Qualifications.  This aimed 
to ensure that the qualifications system meets the needs of learners and employers, 
reducing clutter and improving consistency across the qualifications framework. 
Qualifications will now be reviewed at least every five years, taking into account the pace 
of change of the various sectors. 

47. To help ensure tertiary education providers can innovate and respond quickly to the 
changing needs of students and the labour market the Education (Tertiary Education and 
Other Matters) Amendment Bill aims to make a number of changes, including:  

 increasing funding flexibility by allowing changes to be made once funding is 
approved, in response to particular needs or developments, and  

 allowing the Minister to add a condition on funding during a funding period, 
increasing flexibility and responsiveness.  

48. The Government’s Better Public Services targets are important indicators of progress in 
building a more productive and competitive New Zealand: 

 the target for Result 5 is for 85% of 18-year-olds to have achieved NCEA Level 2 or 
an equivalent qualification in 2017. The 2015 result was 83.3% and the trend is on 
track to achieve the target 

 the target for Result 6 is to raise the proportion of 25-34 year olds with advanced 
trade qualifications, diplomas and degrees (Level 4 and above) to 60% by 2018. The 
annual average to September 2016 was 57.1%, exceeding the previous 55% target 
for the third quarter in a row.5 

  

                                                 
5
 See http://www.ssc.govt.nz/bps-boosting-skills-employment and https://data.govt.nz/dataset/show/3352. 

http://www.ssc.govt.nz/bps-boosting-skills-employment
https://data.govt.nz/dataset/show/3352
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49. The Government is improving the quality and delivery of information to empower learners 
to make informed career choices:  

 Bringing a refocused Careers New Zealand into the TEC. This will consolidate the 
careers information the TEC provides with Careers New Zealand’s services, 
including its website and its online careers planning tools. 

 Consolidating within the TEC the careers information provided by other government 
agencies such as MBIE and the Ministry of Education, with the ultimate aim of 
providing a single authoritative source of careers information for end users. 

 The Ministry of Education is engaging schooling sector representatives to explore 
how careers advice and guidance services can be improved and how these services 
might evolve in the context of Communities of Learning | Kāhui Ako. 

 The Ministry of Education will extend the publication of provider-level EOTE data by 
developing appropriate indicators of industry training learners’ outcomes. It will 
publish this data and contextual information by 2018.  

Priority Two: Getting at-risk young people into a career 

50. For innovation in the tertiary system to benefit all New Zealanders, it needs to be 
inclusive. The Government is helping ensure that individuals from all backgrounds can 
find the best way for them to move from school, employment or unemployment into study 
or training and on into work.  

51. Youth Guarantee initiatives provide a wide range of learning opportunities, making better 
use of education networks and creating clear pathways from school to work and study. 
Innovative programmes reach those most at-risk of being not in employment, education 
or training (NEET), when traditional learning pathways are not appropriate.  

52. As part of Youth Guarantee, the Government also produces the FindMyPath website that 
helps young people explore qualification pathways and decide what they should study to 
achieve their career goals. 

53. The NEET rate for 15-19 year olds has fallen from 9.0% in year to June 2012 to 7.2% in 
year to June 2016.  Reducing NEET rates in this age group, especially for young males, 
leads to subsequent falls in NEET rates for older youth. 

Priority Three: Boosting achievement of Māori and Pasifika  

54. While focusing on inclusive innovation, the Government also seeks to strengthen the 
sector’s focus on improving achievement for Māori and Pasifika learners. 

55. The Government is working to achieve this through: 

 Māori and Pasifika Trades Training (MPTT), assisting learners aged from 16 to 40 to 
get the skills they need to complete apprenticeships. MPTT is taking an innovative 
approach to training delivery, using regional consortia that bring together employers, 
community groups and TEOs to equip learners with skills that meet their 
communities’ and local economies’ needs. The Government’s target is to increase 
the number of learners to 5,000 by 2019. 

 New Zealand Apprenticeships, which will support 5500 extra apprentices by 2020. 

56. TEOs have flexibility in how they support Māori and Pasifika communities, providing 
services based on their institution’s unique context. To help guide TEOs, the TEC is 
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strengthening its focus on provision of culturally responsive teaching and learning for 
Māori and Pasifika using Tū Maia and a new Pasifika Operational Strategy. 

57. We are seeing greater uptake in programmes to create inclusive tertiary education 
system that supports achievement and improves outcomes from study. MPTT, which 
supports both young people and older adults, had 1911 learners in 2015. This was an 
increase from 1189 in 2014. 

58. These programmes and other initiatives are contributing to positive outcomes. Tertiary 
education participation rates for Māori and Pasifika aged 25 years and over are now 
higher than Europeans across all levels of tertiary study. Between 2008 and 2015, the 
number of Māori completing tertiary qualifications rose by 45 percent; and the number of 
Pasifika by 70 percent. This reflects an ongoing emphasis to address poorer experiences 
for Māori and Pasifika earlier in the education system through high quality programmes 
and support in tertiary education.  

Priority Four: Improving adult literacy and numeracy 

59. Basic literacy and numeracy skills are essential to participate fully in society and the 
modern economy. The Government is helping young people gain the basic competencies 
they need to continue to higher levels of education, and giving older adults opportunities 
to gain these skills to improve their career prospects while already in employment. 

60. The most significant Government initiative in this area is the Fees-free Foundation 
Education. This implements the Government’s commitment to provide free foundation 
education at levels 1 and 2 for learners of all ages from 2017. 

61. The Government is investing in ongoing literacy funds and funding assessment and 
learning tools, such as the Adult Literacy and Numeracy Assessment Tool and the 
Workplace Literacy and Numeracy Fund.  All foundation level programmes must now 
have literacy and numeracy embedded in teaching and assessment. 

62. New initiatives include: 

 The Skills Highway: a programme that helps employers to develop and maintain 
Workplace Literacy and Numeracy Fund programmes, and  

 Pathways Awarua: an online literacy and numeracy learning resource for educators. 

63. These tools offer flexibility to meet learners’ different needs and abilities. Uptake in these 
programmes is increasing. Pathways Awarua had over 16,600 users in 2015, up from 
8,800 in 2013. Using the Adult Literacy and Numeracy Assessment Tool, over 103,600 
people’s skills were assessed to help develop tailored learning interventions. 

64. The OECD’s Programme for the International Assessment of Adult Competencies 
(PIACC) suggest that previous investment is paying off, as we have seen significant 
increases in literacy and numeracy skills since 1996. 

Priority Five: Strengthening research-based institutions 

65. Tertiary education research delivers economic, social, cultural and environmental 
benefits. Research spaces are also where some of the most innovative activities in the 
system occur. Tertiary education supports commercial innovation by connecting the 
sector’s research expertise and skilled graduates with businesses and communities. 
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66. Government’s investments in the sector’s research capability and performance include: 

 Innovative New Zealand, announced at Budget 2016, provides significant funding in 
science and innovation. This initiative is aimed at facilitating innovation not only in 
the tertiary education sector but to the wider science ecosystem. 

 Entrepreneurial Universities, starting in mid-2017 will provide $35 m over four years 
to attract world-leading entrepreneurial researchers to New Zealand to further 
strengthen our universities and our broader fast-growing innovation ecosystem. 

 Increased funding since 2014 has enabled an expansion to 10 cross-institutional 
Centres of Research Excellence (CoREs) that provide a collaborative environment 
for the delivery of world-leading innovative research.  

 The Performance-Based Research Fund provides $300m per year to support quality 
research in TEOs. It is being streamlined and improved for 2018’s evaluation round. 

67. The benefits of Government investment are reaching numerous sectors. The number of 
businesses reported to have sought innovation ideas from universities and polytechnics 
increased to 1,820 in 2015 from 1,760 in 2014. This demonstrates that tertiary research-
based institutions are contributing to the Business Growth Agenda goal of creating the 
right business environment and incentives to encourage the business sector to double its 
expenditure on research and development to more than 1% of GDP. 

Priority Six: Growing international linkages 

68. In an increasingly globalised world, innovative tertiary education also means 
internationally focused education. International education helps enhance teaching and 
research, share knowledge, build human capital, and realise other wider benefits to 
New Zealand’s international relationship and trade.  As noted in Part One above, 
international education has grown to become New Zealand’s fourth largest export 
industry. 

69. The Government wishes to expose more New Zealanders to an overseas study 
experience so that they can develop new international connections and capabilities. To 
increase international connections the Government has introduced: 

 Centres of Asia-Pacific Excellence, starting in 2017, to build relationships with 
trading countries, and 

 The Prime Minister’s Scholarships for Asia and the Prime Minister’s Scholarships for 
Latin America; which are being enhanced from 2017 with better aligned tuition 
subsidies and student financial support for study overseas. 

70. The Government is also developing a new International Education Strategy. This has a 
focus on quality for students by encouraging high quality education provision leading to 
career-enhancing qualifications and skills, and on New Zealand students gaining 
international skills, knowledge and experience. International education’s contribution to 
regional communities and economies will be emphasised and strengthened. 
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Part three: Discussion of key themes in the draft report 

71. The Commission’s terms of reference and its draft report focus specifically on driving 
innovation and new models of tertiary education.  In considering the Commission’s 
advice, the Government needs to balance this with a range of other objectives in the 
tertiary education system, including:  

 protecting students from poor quality programmes – ensuring that they are 
protected from the risks that can accompany any innovation 

 ensuring affordability, and equity of access to tertiary education  

 protecting the reputation of the tertiary education system – the value of 
New Zealanders’ qualifications, and of New Zealand’s international education 
industry, is based on the reputation of individual providers and the system overall 

 ensuring value for money for taxpayers and controlling costs.  

We would particularly welcome practical recommendations on actions that all actors in 
tertiary education can take to promote more innovation and new models without unduly 
compromising these other important objectives. 

72. We comment below on the following key themes in the Commission’s draft report: 

 Creating a more student-centred system 

 Strengthening the role of employers, and responding to the labour market 

 Reducing barriers to entry 

 Funding  

 Quality  

 The Student Education Account proposal 

Creating a more student-centred tertiary system 

73. We support the Commission’s intent to make the tertiary system more student-centred. 
The Tertiary Education Strategy advocates for an outward-facing and engaged tertiary 
system with strong links to industry, community, schools and the global economy.  

74. The draft report’s recommendations for promoting a student-centred tertiary system 
broadly align with the areas for improvement in the Blueprint for Education System 
Stewardship published in September.  

75. Two priority areas for performance improvement identified in the Blueprint are: 

 Information and intelligence needed to support better decisions and how that is 
best delivered. 

 The journey of a learner around points of transition from one year to the next, 
between education providers and into work. 
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76. However, we not yet convinced that the Commission’s core proposal of a stronger 
student demand-driven market mechanism will necessarily produce better outcomes for 
New Zealand. 

77. Tertiary policy designs can be viewed on a spectrum between a market approach, as 
described by the Commission, where students’ choices are the primary driver of funding 
allocation, and a system approach, where government works with providers, students 
and employers to manage the mix of provision.  

78. We see our current system as somewhere in the middle of this spectrum. Student 
enrolments are still the test for the release of funds, and providers have flexibility to 
choose the mix of provision within a global allocation. This is a common approach 
internationally, across all countries that face the challenge of managing the incentive 
effects of substantial public subsidies whilst leaving flexibility for individual students to 
make choices. 

We suggest that the Commission take a more nuanced approach to the way different 
combinations of market and systems approaches create differing incentives on tertiary 
education providers.  

A broader comparative analysis of different models being applied internationally, and how 
these affect innovation in delivery, would also be welcome. 

Information for learners 

79. The draft report makes a number of recommendations to improve information for 
learners. These include: consolidating and improving official information sources about 
study and career options; reforming school-based career advice and guidance; and 
publication of industry training employment outcomes. 

80. The Government’s Careers System Review completed in 2016 reached broadly similar 
conclusions. The Government is progressing work to improve the information available to 
inform students’ study and career options, as detailed in Part Two above.  

Consumer protection 

81. The draft report recommends a new Student Ombudsman within NZQA to promote the 
bargaining power of students who wish to transfer between providers. 

82. We agree that more effective measures for consumer protection are desirable in the 
tertiary system. However, the rationale for the Student Ombudsman model, and for the 
focus on student credit transfers and fees disputes, is unclear. It is also not clear how this 
new role would fit with existing dispute resolution mechanisms in the sector. For example, 
the Chief Ombudsman’s jurisdiction includes education, NZQA has a complaints process 
for registered education providers, and there is a new dispute resolution scheme to 
address disputes between international students and tertiary providers. 

83. One useful line of inquiry might be to consider how dispute resolution can be streamlined 
or better co-ordinated for the sector as a whole. For example, bringing the range of 
current dispute resolution channels for both domestic and international students into one 
integrated tertiary dispute resolution scheme would be more consistent with dispute 
resolution best practice. It would also enable sector-wide oversight of issues and disputes 



 17 

arising in the sector and enable these issues to be addressed through ongoing 
adjustments to systems, policies and practices across the sector. 

In developing its recommendations to promote students’ interests, we recommend the 
Commission consider:  

 Should the focus of dispute resolution improvements be wider than issues of credit 
transfer and fees?  

 Who is best placed to perform these dispute resolution functions?  

 What other models could support students’ interests? 

 What evidence is there concerning the current volume of relevant disputes, how they 
are dealt with at present, issues with current processes?  

Flexible pathways for students 

84. We agree that flexibility and mobility for students through credit recognition and transfer 
can be improved. The draft report and the submissions received during its consultation 
show more effort is needed to make this part of the system work better for students. 

85. Students should know with greater certainty and timeliness what and how much of their 
previous learning will be recognised for credit when they switch between providers. 
Providers may serve their own interests, rather than students’ interests, by being unclear 
about what prior credit they will recognise, and by capping transferrable credits.  

86. Some providers may argue for credit recognition and transfer to be discretionary and 
limited to a fraction of a qualification’s total credit value, to maintain the cohesiveness of 
particular qualifications. Taken too far, this fails to acknowledge students’ interests. It 
reduces providers’ collective responsibility to maintain standards, and imposes costs on 
students and taxpayers by restricting mobility and forcing wasteful repetition of study. 

87. The National Qualifications Framework and Universities New Zealand’s role in ensuring 
consistency in quality and standards in the university sector should work to support 
flexibility and mobility for students. NZQA’s 2002 Credit Recognition and Transfer Policy 
aims to give effect to this, and its principles, objectives and outcomes are sound.6 

We welcome further analysis of Credit Recognition and Transfer, and of the range of 
options to improve flexibility of student pathways – both within the current regulatory 
framework and through alternative approaches. 

  

                                                 
6
 http://www.nzqa.govt.nz/assets/Studying-in-NZ/Tertiary/creditpolicy.pdf 

http://www.nzqa.govt.nz/assets/Studying-in-NZ/Tertiary/creditpolicy.pdf
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Strengthening the role of employers, and responding to the labour market 

88. While students should be placed at the centre of tertiary education, employers’ needs 
must also be taken into account. It is important to ensure skills gained in tertiary 
education link to employment opportunities in the labour market. 

89. The draft report provides no specific recommendations on how to ensure employers are 
engaged in tertiary education so their needs can be met better.  

The role of employers in life-long learning 

90. We support the draft report’s consideration of the growing importance of life-long 
learning. However, it does this mostly in the context of traditional tertiary institutions. This 
overlooks arguments by Capelli7 and others, who argue that firms are best placed to 
provide firm-specific (and even some generic) skills through on the job training and that 
educational institutions are not as well-placed to do so. 

91. The OECD’s PIAAC survey found that many New Zealanders feel their skills are not fully 
utilised by their firms. It is as important to focus efforts on skill utilisation as on the 
production of skills in efforts to improve productivity8.  

92. Addressing these issues could have wide ranging implications for New Zealand’s skills 
system. For example, we might want to invest more in expanding work-integrated 
learning models and encourage more flexibility between education and work. There is 
empirical evidence of workplace learning programmes that are implemented as a formal 
aspect of higher education of having positive labour market outcomes.9  

93. Beyond this, there may be opportunities to significantly extend the ITO co-governance 
model for skills and training arrangements into more sectors, for longer into the career, 
and at higher levels.  

In developing its advice on the role of employers, we recommend the Commission 
consider: 

 how employers’ voice can be amplified  

 what employers can do to foster innovative new models of education, particularly 
through drawing on international examples  

 how employers can be incentivised to see training as part of their core business.  

  

                                                 
7
 Cappelli P (August 2014), Skills Gaps, Skills Shortages and Skills Mismatches: Evidence for the US, NBER 

Working Paper 20382 
8
 2012 OECD Skills Strategy 

9
 See for example Mason et al, Employability Skills Initiatives in Higher Education: What effects do they have on 

graduate labour market outcomes? National Institute of Economic and Social Research, London, 2006. 
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Changes in the workforce and in the nature of work 

94. The draft report notes that employers need to play a greater role in the education system, 
but may face weak incentives to do so, and that potential changes in employment 
patterns need to be considered in looking at future models of tertiary education.  

Two questions on which the Commission’s advice, with an assessment of international 
examples, would be helpful are: 

 How might increased demand for lifelong learning interact with changing employment 
patterns that could reduce incentives for firms to invest in training, if more traditional 
employment relationships were to become less prevalent? 

 What are the characteristics of effective provider-based and employment-based 
models to retrain and achieve good employment outcomes for workers whose jobs 
are displaced or transformed by economic and technological change? 

95. The Commission risks overstating the extent of change required in industry training to 
cater to an aging workforce. OECD data shows that New Zealand has high rates of 
publicly funded education for older workers, and older New Zealanders have one of the 
highest skills levels and participation rates in the labour market across the OECD. 

96. The industry training model is flexible and adaptable to cater to older workers. It supports 
modular learning rather than requiring full apprenticeships. This is a strength of our 
system, although this must be balanced with the ongoing challenge to improve younger 
New Zealanders’ participation in apprenticeships and other work-based training. We 
encourage the Commission to look more generally at international evidence about what is 
most effective in supporting older people back in to the workforce. 

A correction concerning Industry Training above NQF Level 4 

97. The draft report infers that current targeting of government subsidies for industry training 
amount to the prohibition of other types of industry training that are not subsidised. This is 
incorrect. Industry Training Organisations (ITOs) can fund training above level 4, and can 
commit up to 10% of their government funding to training at level 5. Actual delivery at 
level 5 has never come near this 10% limit. ITOs can deliver training at higher levels 
provided it is privately funded. The rationale for this is that qualifications beyond level 4 
accrue high private benefits to individuals and firms. It is not a demonstrable market 
failure which would justify a subsidy. 

Skills Shortages 

98. The draft report cites OECD data about the current supply and matching of skilled 
workers as suggesting that the tertiary education system is not as well-aligned with the 
world of work as it could be. Managers of firms with 10 or more employees reported the 
second highest level of skills shortages among a selection of OECD countries. 

99. This data needs to be interpreted in the context of prevailing labour market conditions. In 
September 2016 a net 41 per cent of businesses reported difficulty finding skilled labour, 
up from 22.8% in the same quarter a year before (NZIER, QSBO). This coincided with 
low unemployment (below 5% in the latest quarter), suggesting tightness in the labour 
market. With domestic demand strengthening (employment growth exceeding population 
growth) further, we are likely to see continued difficulty finding skilled employees in the 
short-term.  
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Barriers to entry  

100. The draft report highlights the role of new entrants to the tertiary education sector as 
drivers of innovation and change. It finds that the combined effect of current funding and 
regulatory policy settings, and the way these are operationalised, acts to discourage new 
entrants and to protect incumbent providers. 

101. We agree that current policy settings and operational practices could be usefully 
reviewed with a focus on regulatory quality, competition and barriers to entry.  

102. This is consistent with the direction of Government policy to promote equitable treatment 
of providers, such as in the legislative amendments proposed in the current Education 
(Tertiary Education and Other Matters) Amendment Bill.  

103. It also reflects the Tertiary Education Strategy’s expectations that each government 
tertiary education agency will:  

...ensure that it performs its role in ways that support TEOs and the sector to deliver 
the outcomes sought in this strategy; ...work to improve speed and flexibility in 
resolving issues and problems reported by stakeholders....; [and] ... develop 
performance measures, including in relation to quality and timeliness, and report on 
these through their existing accountability mechanisms.10    

104. The draft report makes a range of recommendations in regard to easing barriers to 
entry, including legislative issues (such as the use of protected terms), speed-to-market 
issues such as provider registration, course approval and access to TEC funding, and 
issues with restricted student mobility. 

105. In addressing barriers to entry for new providers and innovative models of delivery, the 
government needs to consider how best to ensure quality, protect the interests of 
students, and ensure value for money. Many of the current constraints have developed 
over time as the government has responded to cases where there has been rapid growth 
in poor quality provision, or where innovative models have focussed more on maximising 
government funding rather than maximising student outcomes. 

In developing advice on potential barriers to entry, and how the government might best 
enable new entrants while managing the range of objectives of tertiary education, we 
recommend the Commission consider the relative impact and priority of the various 
issues it has identified. 

  

                                                 
10

 Tertiary Education Strategy 2014-2019, p22 
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Funding  

106. Key funding issues addressed in the draft report are: 

 enabling funding to better follow demand across the tertiary funding system 

 questioning the trade-offs involved in the focus on full qualifications 

 finding an outcome based alternative metric to learner hours  

 student fee regulation  

 refining the design of performance measures and incentives, and 

 incentives for non-traditional learner pathways, e.g.: those involving multiple providers 

Allowing funding to follow demand, and the effect of caps 

107. We consider that the Commission’s draft report over-estimates the historical effect of the 
funding caps, and having done so, proposes a range of policy changes that may go 
beyond what can be supported by the evidence.  

108. While EFTS caps have directly constrained growth in provision for some providers 
(especially in the PTE sector), funding has overall followed changing patterns of demand. 
Also, much of the data and many of the submissions referred to in the draft report are 
drawn from a period of excess demand, where caps on funded places were more of a 
binding constraint on providers.  

109. The Ministry of Education’s demand forecasts (driven primarily by core age 
demographics and overall employment rates) predict an overall decline in the number of 
students participating in tertiary education, until at least 2020.11 Since 2010, total demand 
for government-subsidised tertiary tuition and training has not been constrained by the 
amount budgeted at the national level.  Some providers have not filled all their funded 
places. In an environment of declining overall demand, caps on the number of funded 
places across the system, and for each provider, are likely to be less binding. Providers 
should have stronger incentives to attract and retain students, including those from more 
disadvantaged backgrounds and those who require more support to succeed. 

110. This should mean that the system operate less as a “quota system” (as the 
Commission’s draft report characterises the “market for EFTS” in the recent past) and 
more as a demand-driven system with funding following the student.  

What policy and operational changes may be needed to ensure that an emerging excess 
supply situation drives greater innovation in delivery models and greater responsiveness 
to students? 

  

                                                 
11

 New Zealand Tertiary Education Demand Forecast 2016, at: www.educationcounts.govt.nz  

http://www.educationcounts.govt.nz/
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111. The Government has also taken a number of steps recently to improve the flexibility and 
speed with which the TEC can reallocate public funding to programmes and providers 
facing growing demand. These include: 

 restructuring the appropriations for funds managed by the TEC into a more flexible 
multi-category appropriation structure 

 adopting financial management policies that allow the TEC to manage financial risks 
of excess demand or timing changes in demand for some funds on its balance sheet 

 amending some funding mechanisms so that providers can be assured of funding for 
delivery up to 102% of the EFTS agreed in their funding agreement, without needing 
to seek prior agreement from the TEC 

 the TEC working to gain more timely information and recovery of funding where 
providers are unlikely to achieve their planned enrolments, allowing this funding to 
be redirected to providers facing excess demand. 

We encourage the Commission to advise on other options that could enable funding to 
be redirected more quickly and effectively in response to changing patterns of demand, 
within the broad architecture of the current funding system. 

Past experience argues for well-implemented caps rather than fully demand-driven funding  

112. While we anticipate that there will be more opportunity for popular providers to grow in 
future, and broadly support funding shifting to support this, there are important reasons 
why successive governments have introduced and maintained constraints on demand-
driven funding. These range from cases where providers have expanded at a rate that 
has undermined the quality of their programmes, to cases where unscrupulous providers 
have enrolled students (including many vulnerable or poorly informed people) in 
programmes designed more to extract money from the taxpayer through student loans 
and subsidies than to actually provide an education.  

113. Recent issues in the Australian Vocational Education and Training sector have 
highlighted the extent to which an uncapped public tuition subsidy system (especially 
when combined with unregulated fees, subsidised student loans, and inadequate quality 
assurance systems) can lead to wastage of public money, poor outcomes for students, 
and a loss of public confidence in the quality of education. 

We encourage the Commission to investigate whether and how information asymmetries 
within the system can be overcome sufficiently to drive a healthy ‘market’, and any 
impacts of the size and geography of New Zealand’s tertiary education market. 

Options for alternatives to the input-based approach to EFTS 

114. We are also interested in more detail about and examples of possible output-based 
measures of learning as alternatives to the “learner hours” input measure underlying 
EFTS. We agree that the current primary focus on inputs can constrain innovation and 
customisation in programme design and delivery. 

115. There are some risks with driving funding through input measures. One risk that using 
learner hours helps to manage is that EFTS can be gamed to generate more funding 
than is justified by the content of the learning. Equally, there are risks with output-based 
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measures. For example, there is a risk of deadweight funding if providers can claim 
funding for skills students already have. Outcome-based measures (such as graduate 
employment outcomes) can also be used, but have other challenges such as the length 
of time required to before meaningful data is available.  

116. Our current funding system, while primarily driven by EFTS-based input measures, uses 
EPIs as output measures that influence both current-year funding and providers’ future 
funding allocations.  

We encourage the Commission to elaborate on its advice concerning alternative metrics 
for public funding for tertiary education. What international models or alternatives does it 
consider most promising to explore? 

 

The focus on full qualifications 

117. We do not consider that public funding should fundamentally shift away from its focus on 
full, substantive qualifications. Full qualifications are especially important for younger 
people who don’t have sufficient work histories to enable them to give potential 
employers a rounded view of their skills and capabilities. However, we agree that tertiary 
education providers should also be able to offer shorter, more discrete units of learning.   

118. The appropriate role of government in funding short study units for different people, 
different content, and at different levels, needs to be considered, and in light of the public 
and private benefits of training.  Private benefits to workers and employers from such 
training are generally higher and argue for largely private funding (for example, where 
firms purchase professional development for their staff, or students self-fund). 

Three specific questions that we would encourage the Commission to explore are: 

 What are the barriers for people needing to switch careers? For example, how could 
a better system of Recognition of Prior Learning help people to complete their 
qualifications faster?  

 What are the barriers to providers and ITOs meeting demand for shorter or higher 
level professional development outside the funding system? How can we clarify 
expectations so this demand is met through private funding? Why do industries not 
utilise ITOs to provide fully industry-funded training services? 

 Could the current settings for industry training funding be extended to encourage 
more training at higher levels? 
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Regulation of Student Fees 

119. The draft report’s findings include that fee regulation inhibits differentiation in 
educational offerings within the system, and that uniform student fees constrain 
innovation. It argues that it would be desirable if providers could set their own fees, to 
enable them to differentiate more on the nature and quality of their offerings – but only if 
students’ interests were adequately protected. However, the Commission has included 
no recommendations concerning student fees in the draft report. 

120. There are strong reasons why the government regulates student fees: 

 to protect students and maintain the affordability of tertiary education  

 to ensure large public subsidies (approximately 70% of the total tuition-based 
income) are not absorbed by providers who could otherwise inefficiently inflate both 
their own costs and prices to students  

 to manage fiscal risks – as much of the cost of any fee increase is passed on to 
taxpayers through the student loans scheme.  

121. We agree that fee regulation limits the ability for relative prices to adjust and may 
discourage innovation and the development of new models. However, the nature of 
tertiary education markets (especially with public funding) means that competition is 
frequently based on prestige not price, that information about quality is limited, and that 
public funding (via loan subsidies) means that students do not bear the full cost of any 
price increase. The UK has recently found that, after reducing its fee regulation, fees 
increased rapidly at the expense of students and taxpayers, with nearly all universities 
charging the maximum allowable fee rather than competing on price.  

In developing any recommendations on student fee regulation, we encourage the 
Commission to:  

 identify options that could enable more innovation and responsiveness to demand 
without compromising government’s fee regulation policy objectives 

 present international evidence and examples of other systems that successfully 
balance these objectives. 
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Refining the design of performance measures and incentives  

122. Performance incentives form part of the funding system because the Government wants 
TEOs to invest in supporting all students to complete their courses, complete whole 
qualifications and, where appropriate, progress to higher levels of study. Since the 
introduction of Education Performance Indicators (EPIs) with both funding and 
reputational consequences, we have seen significant improvements in completion and 
progression rates, and the TEC has been able to identify and cease funding for poorly 
performing programmes. Funding performance incentives are complemented by 
incentives for continuous improvement and above-minimum performance through 
External Evaluation and Review.  

123. Ideally, well-informed decisions by students about providers and programmes would 
create sufficiently strong incentives, as providers’ performance would directly influence 
student demand and provider revenues. However, the nature of tertiary education is that 
students have imperfect information and locally limited choices, and Government bears a 
large proportion of the cost and risks of poor choices. The system cannot depend solely 
on student demand to create performance incentives for providers. 

124. We agree with the Commission that the design of performance-based funding measures 
is an important influence on providers’ behaviour. These need to be regularly reassessed 
in light of improvements in the available information, lessons from experience, and 
changes in providers’ performance. This is an area of ongoing work. Issues and 
opportunities here include: 

 Rates for some of EPIs, e.g. course completion, may be approaching a natural limit in 
some parts of the system. 

 There are opportunities to use value-added measures alongside raw performance 
measures to ensure providers’ context and students’ characteristics are appropriately 
taken into account.  

 Performance based funding measures do not currently include employment outcomes 
measures that would incentivise investment in linking well to the labour market. 

 The EPIs currently take a single institution focus rather than tracking progression and 
completion along a student’s pathway through the system. 

125. The draft report recommends that the TEC change the way it measures completions so 
that providers are not penalised if a student transfers to continue learning at a different 
provider or at work. The challenge here is to distinguish between positive and negative 
student outcomes when students do not complete their qualifications.  

126. It is not clear the extent to which innovation is being held back by the existing system. 
Education pathways that involve multiple TEOs may distribute the costs and benefits 
unevenly, and discourage participation in arrangements that would be of benefit to 
students and employers. Measures could be explored to reward multiple providers and/or 
ITOs that combine to deliver a completed qualification. Building this into EPIs is 
technically possible, but would add complexity. It may be possible to design methods that 
recognise formal multi-provider arrangements (e.g. the TANZ alliance). 

We encourage the Commission to identify further evidence of the extent to which current 
performance measures are the binding constraint on flexible pathways and collaboration 
between providers, and to offer advice on options for change within the current funding 
framework to that could help to address this. 
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Assuring quality while enabling innovation 

Quality Assurance Systems 

127. We welcome the broad direction of the draft report’s findings and recommendations to 
improve the quality assurance systems led by NZQA and Universities NZ, including: 

 focusing quality assurance more on student outcomes, value add measures, and the 
quality of students’ experiences, rather than inputs and processes, and 

 paying more careful attention to the potential for quality assurance and other 
regulatory systems to create barriers to entry and to constrain innovation and 
responsiveness to changing demand.  

128. The current system has features and strengths that are not fully canvassed in the draft 
report. For example, as part of NZQA’s External Evaluation and Review (EER), 
judgements are made about how well learners achieve and the value to stakeholders, 
including learners. The current system also provides incentives to continuous 
improvement. For example, it changes the frequency of reviews based on risk so that 
riskier providers have more frequent reviews (and higher costs as reviews are user-pays) 
than high performing providers. 

129. We support the Commission’s views that: 

 clear and strongly enforced ex-ante specification of minimum quality and 
performance standards should be central to quality assurance  

 oversight should be risk-based and more supportive of innovation 

 there should be better use of quality ex post information and measures of ‘added 
value’ by providers and at a system level. 

130. In practice, quality assurance and funding agencies both need to make judgements about 
tertiary providers’ quality. These should be coordinated, but may serve different 
purposes: protecting the quality and reputation of all programmes; and deciding what the 
government should fund. 

131. While expectations and standards should be clear and signalled in advance, it will not 
always be possible to specify these fully. Sharp high-stake performance thresholds may 
increase risk and uncertainty for providers and may limit opportunities to improve in 
response to feedback. While setting and enforcing minimum standards, the quality 
assurance and funding systems need to maintain scope for informed judgements and 
more graduated assessment of performance. 

We would welcome further advice and analysis from the Commission on what specific 
improvements can be made to the quality assurance system to reduce barriers to 
innovation, focus the system on teaching quality and outcomes for students, and improve 
coordination between agencies. 
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Shifting the balance from centrally regulated quality assurance systems toward informed 
student demand 

132. As information on student outcomes and the quality of students’ experience improves, it 
should be possible to shift the balance between centrally regulated systems to promote 
continuous improvements in quality, and incentives to do so in response to student 
demand. 

133. We agree with the Commission’s view, as we read it, that the first-best approach is for 
well-informed students to make their own judgements, supported by a robust system of 
quality assessment and enforcement of minimum standards.  

We would welcome further advice and analysis from the Commission on what changes 
(in quality assurance systems and in information for students) the Government should 
prioritise to enable greater reliance on demand-driven incentives for continuous 
improvement above minimum quality standards. 

Provider self-accreditation 

134. The draft report recommends that all providers should be able to apply for self-accrediting 
status. We encourage the Commission to provide some further assessment of how this 
may impact on other policy objectives. For example, self-accreditation of programmes, 
qualifications and quality assurance by providers could conflict with efforts to improve the 
flexibility of pathways for students across the tertiary system. Common systems for 
qualification and programme approval and quality assurance support the mobility of 
students between providers, while greater diversity in accreditation and quality assurance 
may undermine this goal. How is this potential trade-off managed in other systems? 

135. The current system within EER is a useful stepping stone towards self-accreditation. 
NZQA also varies the frequency of reviews based on risk.  

It would be helpful for the Commission to provide more information about and references 
to high-performing self-accreditation regimes in other education systems. For example: 
What criteria need to be considered when granting rights? How does self-accreditation 
affect credit recognition and transfer, and the flexibility of students’ pathways? What 
systems of external review work well in effective self-accreditation regimes? 

Research-led teaching 

136. The draft report offers a useful discussion on the issue of the relationship between 
research and teaching at degree level. The Commission considers that potential 
innovations and new models for quality degree-level teaching may be constrained by the 
current law. The draft report recommends that the Government relax the current statutory 
requirements for research-led teaching of degrees. 

137. In principle, we see some benefit in this recommendation. Introducing changes that help 
diversify tertiary offerings across New Zealand institutions could increase their resilience 
and ability to compete in both domestic and international markets. It could also support 
education outcomes and quality of provision, and foster greater student-led demand in 
the system, if coordinated with changes to pathways and credit transfer. 

138. However, the exact nature of what the Commission is proposing is unclear.  It would be 
helpful to clarify what legislative provision this refers. Two sections of the Education Act 
1989 relate to research-led teaching: 
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 Section 162(4)(a) lists universities’ characteristics (which may also apply to other 
classes of institution). It states that (ii) their research and teaching are closely 
interdependent and most of their teaching is done by people who are active in 
advancing knowledge... 

 Section 253B states that NZQA can only consent to providers granting awards and 
qualifications at bachelor degree level and above if satisfied the award is for a 
programme of advanced learning that: (a) is taught mainly by people engaged in 
research; and (b) emphasises general principles and basic knowledge as the basis 
for self-directed work and learning. 

139. The importance of having teachers who are actively engaged in research will vary across 
different courses and fields of study. For example, in courses focussed on basic 
knowledge, technical skills or professional practice, there is a weaker rationale for 
requiring that teaching be undertaken by currently-active research academics. However, 
study at degree level should emphasise general principles and basic knowledge for self-
directed work and learning: building research, inquiry and critical thinking skills, rather 
than being narrowly applied or practice-driven in nature. 

140. The description of universities’ characteristics in section 162(4) is, in our view, already 
sufficiently flexible to accommodate this. 

141. However, it may be possible to amend section 253B for non-university degree and 
postgraduate qualifications to allow more varied models of delivery and more emphasis 
on teaching quality. The law could, for example, require research-led oversight of course 
design and delivery without requiring teachers to be currently research-active. 

We would welcome advice from the Commission on: 

 whether the key constraint is the wording of section 253B, how this is implemented in 
practice, or other funding or institutional incentives  

 evidence or examples of where the current law has caused difficulties or would 
constrain the development and delivery of programmes 

 evidence on learning and employment outcomes for students in non-research-led 
degree programmes in other jurisdictions. 

Frameworks of standards for tertiary teaching 

142. The draft report recommends that providers should develop or adopt frameworks of 
standards for tertiary teaching, for assessing and rewarding the capability and 
performance of tertiary teachers. We are aware of the work underway to introduce 
frameworks to assess teaching quality in Australia and the UK.  

It would be helpful for the Commission to provide some further assessment and advice 
on international examples of teaching quality frameworks and standards, and how it 
thinks these might work in the New Zealand context. 

  



 29 

The Commission’s Student Education Account proposal 

143. The draft report seeks comment on a proposal to replace the current system of student 
support and tertiary tuition subsidies with a system of individual SEAs.  

144. We have significant doubts over whether a SEA model is necessary or workable to 
enable a more innovative and responsive system with new models of delivery: 

 A SEA model relies heavily on students’ ability to make fully informed choices, on 
overcoming the information asymmetries inherent in tertiary education markets, and 
on student demand acting effectively to inform providers about employers’ skills 
demand. Even with greatly improved information for students and robust quality 
assurance systems, these conditions for success are unlikely to be practically 
achievable. 

 A SEA model could reduce employers’ incentives to invest in skills development for 
their employees.  

 A SEA model is not likely to be fiscally neutral. For example, the draft report assumes 
the full cost of write-downs on student loans could be redirected to fund SEAs. 
However, government would continue to incur write-down costs related to income-
contingent repayments, and these costs would increase if the income threshold for 
loan repayments were increased as the Commission suggests. There may also be 
significant transitional costs 

 Given the nature of tertiary education markets, deregulating student fees would result 
in price inflation, reducing the purchasing power of SEAs. 

 Various add-ons may be required that would increase complexity and cost. For 
example, additional funding may be required to ensure access to high-cost fields of 
study such as medicine, engineering and some sciences, and for extended 
postgraduate study.  

 The draft report suggests that replacing the current system with a SEA model would 
lead to policy stability, while “the dynamics in the [current] system mean the 
government will face pressure over time to re-introduce any tight controls it relaxes” 
(draft report p9). It is unclear why the factors that drive governments to make 
incremental policy changes would not continue to apply under a SEA model.  

If the Commission wishes to pursue the potential of a SEA further, we suggest identifying 
the conditions in which this model would be most effective and developing options for a 
more focussed application.  

Evidence of the performance of any similar models in other countries would be helpful. 
The Commission could look at Singapore’s ‘SkillsFuture Credit’ programme, which 
targets mid-career upskilling and employment-focused retraining. The Commission could 
explore whether a similar model might add value in New Zealand, and how it would 
interact with employers’ investment in industry training and Government funding for 
tertiary education. 
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Conclusion: Fostering innovation 

145. We welcome the Productivity Commission’s draft report, and look forward to further 
engagement as the Commission develops its analysis.  

146. For the final report, it would be helpful to see a broader range of positive models 
referenced in the draft report, both those from New Zealand and from relevant 
international examples.  

147. We encourage the Commission to interrogate what factors made these models 
successful, and how these inform the Commission’s broader policy prescription. We also 
suggest the Commission consider the potential merits of targeted government 
interventions focussed on stimulating tertiary sector innovation, other than those that 
require system-wide change. Are there examples of government-sponsored innovation 
being a successful catalyst for wider sectoral innovation?  

We welcome the Commission’s advice on what conclusions New Zealand should draw 
from international examples of innovative delivery, including alternative models for 
funding and/or incentivising these models. 

Given the complexities of system-wide change, it would be useful to have some 
examples of smaller, more immediately achievable interventions to consider. 


