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Glossary of terms

Academic Year
The academic year is defined in the Education Act 1989 as a calendar year, 1 January to 31
December.

Adult and Community Education (ACE)

Adult and Community Education (ACE) enables adults to engage in a range of educational
activities in a context that is relevant to the learner. Most ACE provision does not lead to a
qualification. There are few barriers to participation. Provision is generally focused on
personal development and skill enhancement, while there are also social, civic and
community benefits. A range of providers deliver ACE, including schools, tertiary education
institutions (TEIs), other tertiary education providers (OTEPs), such as Literacy Aotearoa,
and community groups.

Centre of Research Excellence (CoRE)

The seven Centres of Research Excellence (CoREs) support leading-edge, innovative research
of international standard that fosters excellence and contributes both to New Zealand’s
national goals and to knowledge transfer. The CoREs are primarily inter-institutional research
networks, with the researchers working together on a commonly agreed work programme.
Each CoRE is hosted by a tertiary education institution. The host institution’s responsibilities
include the overall management and co-ordination of the research plan, support for
knowledge transfer, and network activities.

College of Education (CoE)

A college of education (CoE) is a public tertiary education institution that is characterised by
teaching and research required for the pre-school, compulsory and post-compulsory sectors of
education, and for associated social and educational service roles. These colleges also offer
other programmes in addition to teacher education, for instance business and social work
qualifications. Following a series of mergers between colleges of education and universities,
the number of colleges has reduced, from six in 1990 to two in 2005.

Consumer Price Index (CPI)
A measure of the average change of prices of goods and services bought by households.

Course

A course is a component of a qualification and may be known as a paper, module or unit. A
course is usually related to an enrolment event. A course has aims and curriculum content and
includes assessment that measures the extent to which the learning outcomes sought from that
course have been met. A course or collection of courses forms a programme of study which,
if completed successfully, results in the award of a qualification.

Decile

A school’s decile provides an index of the socio-economic communities from which a school
draws its students. Decile 1 schools are the 10 percent of schools with the highest proportion
of students from low socio-economic communities, whereas decile 10 schools are the 10
percent of schools with the lowest proportion of these students. A school’s decile does not
indicate the overall socio-economic mix of the school.

Distance education

Distance education occurs when students and the instructor are separated by geographic
distance or when the majority of the educational delivery is not connected in time to the
learning. The student’s learning is usually facilitated using correspondence study, audio
conferencing, video conferencing, email or the internet.



EFTS (Equivalent Full-time Student)

EFTS is a unit for counting tertiary student numbers. The basis of the EFTS system is that a
student taking a normal year’s full-time study counts as 1.0 EFTS unit or the equivalent of
120 credits on the National Qualifications Framework. The courses taken by part-time
students are proportions of 1 EFTS unit, eg 0.75 EFTS.

EFTS-based tuition subsidies

The Student Component of the Integrated Funding Framework uses EFTS as a measure in the
allocation of funding. Government funding of the Student Component is a subsidy; it is a
contribution towards the cost of tertiary education and training that meets part, but not all, of
the cost of provision of a course. These subsidies are paid to approved tertiary education
providers on behalf of domestic students enrolled in quality-assured courses leading to
quality-assured qualifications.

e-Learning

e-Learning is education, both formal and informal, which uses electronic delivery methods
such as internet-based learning delivery packages, CD-ROM, video conferencing, websites or
email to manage the relationship between teacher and learners.

Fiscal year
The government’s accounting year is based on the fiscal year, which is a 12-month period
starting on 1 July and finishing on 30 June.

Formal student

For the purposes of statistical reporting, a tertiary student is considered to be a formal student
when enrolled at a tertiary education provider in a formal programme of study of more than
one week’s full-time duration (ie an EFTS value greater than 0.03). The programme must lead
to a qualification approved by an authorised certifying body or issued by an institution.

Full-time

Any programme of study of 32 weeks or more and at least 0.8 EFTS is designated full-
time/full-year. A programme of study that has a lower EFTS value on a pro rata basis is called
part-time. Any programme of study of at least 12 weeks but less than 32 weeks and at least
0.3 EFTS or the equivalent on a pro rata basis (eg 24 weeks and 0.6 EFTS) is designated full-
time/part-year. The definition of full-time given here is also used for the purposes of
eligibility for student loans and allowances and the definition used in applying the student
loan full interest write-off.

Goods and Services Tax (GST)
Goods and services tax (GST) is a tax on the supply of most goods and services in New
Zealand. It is generally charged at a rate of 12.5%.

Government Training Establishment (GTE)

A government training establishment (GTE) is a government department or a Crown entity,
other than a TEI, approved by the Minister of Education and registered by the New Zealand
Qualifications Authority (NZQA) as a tertiary education provider. GTEs offer training subject
to the approval and accreditation requirements of the Education Act 1989.

Growth and Innovation Framework (GIF)

GIF is a medium-term policy framework for improving New Zealand’s productivity
performance, achieving stronger economic growth and ultimately increasing per capita
income. Its key elements are: strengthening New Zealand’s economic and social foundations,
improving the innovation framework, developing, attracting and retaining people with
exceptional skills and talent, increasing international connections, and focusing on sectors
where growth and innovation policies are likely to have maximum impact.



Industry Training Organisation (ITO)

Industry training organisations (ITOs) facilitate workplace learning for trainees in
employment by setting national skill standards for their industry. In addition to providing
leadership to industry on skill and training needs, ITOs develop appropriate training
arrangements for their industry, organise appropriate training, monitor training quality and
arrange for the assessment of trainees. ITOs also provide information and advice to trainees
and their employers.

Institute of Technology
The term ‘institute of technology’ is a synonym for ‘polytechnic’ (qv).

Integrated Funding Framework

The Integrated Funding Framework is a tertiary funding framework which will, over time,
support the alignment of the tertiary system with the Tertiary Education Strategy 2002/07
(TES). The framework, operating in the context of charters, profiles and the assessment of
strategic relevance, will ensure that research effort and funding for student enrolments are
concentrated in areas of high performance and high strategic relevance.

ISCED Level
ISCED refers to the International Standard Classification for Education, developed by
UNESCO. It is used by countries and international agencies as a means of compiling
internationally comparable statistics on education. It identifies the level of that educational
provision. For tertiary education, the applicable classifications are:
= post-secondary/non-tertiary (ISCED 4) — although these programmes are
considered tertiary in the New Zealand tertiary education policy and funding
framework, they straddle the boundary between upper secondary (ISCED 3) and
tertiary education. In many other countries, ISCED level 4 qualifications are
classified as not being part of the tertiary education sector. Examples of such
programmes include pre-degree foundation courses and national certificates which
lead to higher qualifications
= first stage of tertiary education (ISCED 5) — where programmes are largely
theoretically-based and are intended to provide qualifications for entry into ISCED
6 or a profession with high skills requirements. Level 5A represents more
academically or theoretically-based study, while level 5B represents more
vocationally-oriented study. ISCED level 5A programmes include bachelors
degrees, honours degrees, masters degrees, and postgraduate diplomas or
certificates, while two-year, sub-degree diplomas are normally classified as ISCED
level 5B, and
= second stage of tertiary education (ISCED 6) — programmes leading to an advanced
research qualification. Only PhD qualifications fit into this category.

National Certificate of Educational Achievement (NCEA)

The National Certificate of Educational Achievement (NCEA) is New Zealand’s main
national qualification for senior school students. It forms part of the National Qualifications
Framework. NCEA level 1 replaced School Certificate in 2002, level 2 replaced Sixth Form
Certificate in 2003 and level 3 of NCEA replaced University Bursaries in 2004. The NCEA
sets national standards that show the separate skills and knowledge the student has to achieve
for each subject. Students can gain NCEA credits for all learning in regular school curriculum
subjects. NCEA provides the bridge between school, the workplace and lifelong learning.

National Qualifications Framework (NQF)

The National Qualifications Framework (NQF) is a framework for registering the unit
standards-based system of national qualifications developed by NZQA. Unit standards are
categorised by field of study, which is further broken down into sub-fields and domains.
Standards and national qualifications are also categorised by level of student achievement.



Certificates can be awarded up to level 4. Diploma qualifications can be awarded at levels 5, 6
or 7 on the Framework, level 7 being equivalent to the level achieved at the end of a first
degree. Levels 8, 9 and 10 are postgraduate study.

Nominal Terms
Sums quoted in nominal terms use the dollar value with no adjustment for the effects of
inflation over time.

NZSCED

NZSCED refers to the New Zealand Standard Classification for Education, a subject-based
classification system for courses in tertiary education. The classification system consists of
three levels — broad, narrow and detailed fields. It is used to improve the quality and
consistency of statistics collected by the Ministry of Education and other education agencies
in relation to tertiary study.

Other Tertiary Education Provider (OTEP)
Other tertiary education providers (OTEPs) are organisations that deliver programmes of
tertiary education or in support of tertiary education of some national significance, and that
are recognised by the Minister of Education under section 321 of the Education Act 1989, eg
the New Zealand Schools of Dance and Drama.

Part-time

Part-time is an expression which can apply to either the qualification or the student. A
qualification offered part-time has the same EFTS value, but is studied over a longer period of
time than its full-time equivalent. A student may elect to study a full-time qualification on a
part-time basis, by enrolling in fewer courses than the normal student full-time workload. For
the purposes of the student loan full interest write-off, part-time means any programme of
study that is not full-time (eg a programme of study of 32 weeks that is less than 0.8 EFTS).
Some qualifications are specifically designed for part-time study, eg the Massey University
MBA.

Pasifika

Pasifika peoples comprise a diverse range of peoples from the South Pacific region or people
within New Zealand who have strong family and cultural connections to Pacific Island
countries. Pasifika peoples include those who have been born in New Zealand or overseas. It
is a collective term used to refer to people of Samoan, Cook Island, Tongan, Niuean,
Tokelauan, Fijian or other Pasifika ethnic groups.

Performance-based Research Fund (PBRF)

The Performance-Based Research Fund (PBRF), which is part of the Integrated Funding
Framework, is a means of allocating research funding to tertiary education providers. It seeks
to reward excellence in research in tertiary education organisations and to improve the
average quality of research in the tertiary sector. The PBRF allocates funding on the basis of
an evaluation of the quality of research, a provider’s external research income and its
postgraduate research degree completions.

Performance Measure
The Student Component Performance Measure is a mechanism that is in development and
that is to be used to allocate a portion of Student Component funding. The Performance
Measure funding will be allocated on the basis of providers’ performance against a number of
performance indicators.



Polytechnic

A polytechnic is a public tertiary institution that is characterised by a wide diversity of
vocational and professional programmes. Polytechnics are now referred to as institutes of
technology and polytechnics (ITPs).

Private Training Establishment (PTE)

A private training establishment (PTE) is defined in the Education Act 1989 as ‘an
establishment, other than [a public tertiary education] institution, that provides post-school
education or vocational training’. PTEs include not only privately-owned providers but also
those operated by iwi, trusts and other organisations.

Programme

A programme of study is a collection of courses, classes or work in which a student enrols
and which contributes to meeting the requirements for the award of one or more
qualifications.

Qualification

A tertiary education qualification is suite of courses that togther, provide a coherent study
path leading to a prescribed set of learning options. Completion of that suite of courses and
other prescribed conditions leads to the award of a qualification. Tertiary education
qualifications are quality assured and registered on the New Zealand Register of Quality
Assured Qualifications.

Real terms
Sums quoted in real terms have been adjusted for the effects of inflation over time.

Register of Quality Assured Qualifications

The New Zealand Register of Quality Assured Qualifications is a comprehensive list of all
quality assured qualifications in New Zealand. The development of the Register has led to a
standardisation of qualifications and a common basis for comparison of qualification ‘size’.
As part of the registration process, providers are required to state the learning outcomes
expected of those who successfully complete each qualification. One consequence of the
Register is to help students and the public to understand qualifications. This will enhance
learners’ ability to transfer credit by the establishment of a common system of credit. The
public can access information held in the Register through the website KiwiQuals,
www.kiwiquals.govt.nz.

Skill Enhancement

Skill Enhancement is vocational training for young Maori and Pasifika peoples. It is designed
to meet the skills required for an identified industry, leading to qualifications recognised by
the industry and incorporating workplace learning in the industry. Programmes leading to
qualifications at level 3 or above on the National Qualifications Framework (NQF), or the
equivalent, are expected to meet the needs of both learners and the labour market and provide
support for the learners. Skill Enhancement is delivered in two strands, Rangatahi Maia for
young Maori, and Tupulaga Le Lumana’i for young Pasifika peoples.

Strategic Development Component

The Strategic Development Component is part of the Integrated Funding Framework designed
to support the strategic development of the system. It is a combination of a number of funds
including institutional base grants, grants to support participation and achievement by Maori
and Pasifika students, grants to support students with disabilities and new e-learning and
polytechnic regional economic development funds.
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Student allowances

Student allowances are grants designed to provide assistance to those students who are unable
to support themselves or do not have access to alternative sources of support while
undertaking full-time study.

Student Component

The Student Component is the largest single element of the Integrated Funding Framework
and is used to subsidise the costs of tuition carried out in public tertiary education institutions.
The component has replaced the EFTS (equivalent full-time student) funding system.

Tertiary education
Tertiary education in New Zealand means all post-secondary education; includes learning
undertaken in the workplace as well as with providers.

Tertiary Education Advisory Committee

The Commission was established by the government in April 2000 to provide advice on the
future strategic direction of the New Zealand tertiary education system. Recommendations
from this Committee led to the establishment of the Tertiary Education Commission and the
Tertiary Education Strategy. The Committee’s fourth and final report can be found at:
http://www.tec.govt.nz/downloads/teac/4thReport.pdf.

Tertiary Education Institution (TEI)

Tertiary education institutions (TEIs) are public providers of tertiary education. There are five
kinds of institution as defined in section 159 of the Education Act 1989: universities, ITPs,
colleges of education, wananga and ‘specialist colleges’. There were no specialist colleges in
New Zealand in 2004.

Tertiary Education Organisation (TEO)

Tertiary education organisations, as defined in section 159B of the Education Act 1989, are
all the institutions and organisations that provide or facilitate tertiary education and training.
These include public tertiary education institutions (TEIs), private training establishments
(PTEs), other tertiary education providers (OTEPs), government training establishments
(GTEs) and industry training organisations (ITOs).

Tertiary Education Provider (TEP)

Section 159 of the Education Act 1989 defines tertiary education providers as tertiary
education institutions, private training establishments and government training
establishments. The definition does not include industry training organisations.

Tertiary-Type A

The Organisation for Economic Cooperation and Development (OECD) classifies
qualifications into Tertiary-type A education and Tertiary-type B. Tertiary-type A
programmes (ISCED 5A) are largely theory-based and are designed to provide sufficient
qualifications for entry to advanced research programmes and professions with high skill
requirements. They have a minimum cumulative theoretical duration (at tertiary level) of
three years’ or more full-time equivalent study, although they typically last four or more
years.

Tertiary-Type B

Tertiary-type B programmes (ISCED 5B) are typically shorter and focus on practical
technical or occupational skills for direct entry into the labour force. They have a minimum
duration of two years’ full-time equivalent study at tertiary level.
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Training Incentive Allowance (TIA)

The Training Incentive Allowance is designed to provide financial assistance to people
receiving certain Work and Income benefits to assist them to undertake employment-related
training.

Training Opportunities

The Training Opportunities programme is targeted towards job seekers, usually aged 18 years
or more, long-term unemployed with low qualifications, people with disabilities, certain Work
and Income benefit recipients, refugees, ex-prisoners, or Work and Income priority clients.
Training is free for trainees, usually includes work-based learning and is designed to provide
trainees with practical pathways to employment or further education.

Tuition fees
Tuition fees are the fees charged to students for tuition by tertiary education providers.

Tuition subsidies

Tuition subsidies are the money that is appropriated by the government through Vote
Education and used to provide subsidies through the Student Component for valid student
enrolments offered by recognised providers.

University
A university is a public tertiary education institution that is primarily concerned with
advanced learning and knowledge, research and teaching to a postgraduate level.

Wananga

A wananga is a public tertiary institution that provides programmes with an emphasis on the
application of knowledge regarding ahuatanga Maori (Maori traditions) according to tikanga
Maori (Maori custom).

Youth Training

Youth Training provides a bridge towards employment, further education or training for
school leavers with low or no qualifications. It aims to raise the educational and vocational
achievement of eligible young people while providing opportunities for them to explore work
options. Youth Training is characterised by innovation, providing a diverse range of learning
opportunities shaped according to the learning needs and vocational goals of the young
person. It develops young people as independent learners preparing for the world of work.
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List of acronyms

AAA
ACE
ACENZ
AFML
ALAF
ALL
ALQM
AMPTEE
APPEL
ATEM
CEAC
CLANZ
CoE
CoRE
CPI

CRI
CUAP
DDP
e-CDF
EFTS
ELSI
ERO
ESOL
FCCM
FCR
FRST
FTE

GIF
GTE
HLFS
HRC
IALS
ICT

IDF
IIQABCG
ISCED
ITF

ITI

ITO

ITP

ITP New Zealand
ITP Quality
ITPs
MCLaSS
MoRST
MSD
NCEA
NQF
NRCGD
NSI
NSN
NZAPEP

Approvals, Accreditation and Audit group (of NZQA)
Adult and Community Education

Association of Colleges of Education in New Zealand
Annual Fee Movement Limit

Adult Literacy Achievement Framework

Adult Literacy and Life-Skills Survey

Adult Literacy Quality Mark

Association of Maori Providers of Tertiary Education and Employment
Association of Private Providers of English Language
Association of Tertiary Education Managers

Colleges of Education Accreditation Committee
Community Learning Aotearoa New Zealand

College of Education

Centre of Research Excellence

Consumer Price Index

Crown Research Institute

The Committee on University Academic Programmes
Doubtful Debt Provision

e-Learning Collaborative Development Fund
Equivalent full-time student

Economic Living Standard Index

The Education Review Office

English for Speakers of Other Languages

Fee and course costs maxima

Funding Category Review

Foundation for Research, Science and Technology
Full-time equivalent

Growth and Innovation Framework

Government training establishment

Household Labour Force Survey

Health Research Council

International Adult Literacy Survey

Information and communications technologies
Innovation and Development Fund

Inter-Institutional Quality Assurance Bodies Consultative Group
International Standard Classification for Education
Industry Training Federation

Independent Tertiary Institutions

Industry training organisation

Institute of Technology and Polytechnic

Institutes of Technology and Polytechnics of New Zealand
Institutes of Technology and Polytechnics Quality
Institutes of technology and polytechnics

Multicultural Centre for Learning and Support Services
Ministry of Research, Science and Technology
Ministry of Social Development

National Certificate of Educational Achievement
National Qualifications Framework

National Research Centre for Growth and Development
National Student Index

National Student Number

New Zealand Association of Private Education Providers
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NZIS
NZQA
NZSCED
NZUAAU
NZVCC
OECD
OTEP
PBRF
PFIL
PITPONZ
PTE
REAP
SLS

SNZ

SPF

SSG
STAR
STEP
STM
TANZ
TCS
TEC

TEI

TEO
TEP

TES

TIA
TOPNZ
TPMF
TWoA
UBSH
WBSDF
WINHEC
WIPCE

New Zealand Income Survey

New Zealand Qualifications Authority

New Zealand Standard Classification for Education
New Zealand Universities Academic Audit Unit
New Zealand Vice-Chancellors’ Committee
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EXECUTIVE SUMMARY
The New Zealand context

1 Tertiary education in New Zealand can be characterised by its breadth of provision. It
encompasses all post-compulsory education and training. It is currently undergoing a
substantial programme of reform.

2 Tertiary education in New Zealand is broader than the OECD definition of tertiary
education and includes all post-school education: foundation education, (such as adult
literacy), certificates and diplomas, bachelors degrees, industry training (including
apprenticeships), adult and community education; and postgraduate qualifications. It provides
pathways for a wide range of learners, including school leavers, workers, the unemployed,
international students, those pursuing interests, and people seeking greater social interaction.

3 The diversity of the tertiary education sector is evident in the mix of tertiary
education organisations (TEOs) that make it up: public tertiary education institutions (TEIs),
private training establishments (PTEs), industry training organisations, adult and community
education providers. In addition, employers provide industry-related training in the
workplace. There are 33 TEIs of which there are four kinds - universities, institutes of
technology and polytechnics (ITPs), colleges of education (CoEs) and wananga. Universities
are primarily concerned with advanced learning, ITPs are mainly focussed on vocational
training at certificate and diploma level, CoEs provide training and research mostly related to
teacher training, and wananga are Maori centres of tertiary learning. PTEs cater for a range of
learners in niche education areas. There are 900 PTEs that cater for 14% of all students.

4 The increases in participation and achievement in the tertiary education system
indicate the extent to which New Zealanders are developing skills. Participation reached
historic levels in 2004. While traditional levels of growth in participation at bachelors degree
level and above continues, much of the recent growth in participation has come at certificate
level from people who have not previously participated in tertiary education. Significant
trends include:
= QOver the past decade the number of New Zealanders in tertiary education has
increased by 82%;
®= QOver the last five years, half of growth has been attributable to the increased
enrolments of people over 40 years of age;
= QOver the last five years, the number of students enrolled in certificate and diploma
qualifications increased by 103%, those in bachelors degrees increased by 10% and
those in postgraduate qualifications increased by 18%;
®  Maori have the highest participation rate of all ethnic groups;
= QOver the last five years, the number of students completing certificate and diploma
qualifications increased by 265%, those completing bachelors degrees increased by
7% and those completing postgraduate qualifications increased by 12%;
= By 2004, nearly 60% of all New Zealanders aged 25 to 64 had tertiary qualifications.

5 The main piece of legislation providing the legal framework for the tertiary education
system is the Education Act 1989. This Act: sets up the government’s tertiary education
agencies and defines their roles and responsibilities, gives the authority for the strategic
direction of the sector and describes the constitution and functions of different types of TEIs.
The main government agencies with a responsibility for tertiary education are the Ministry of
Education which is responsible for developing the policy framework for tertiary education,
the Tertiary Education Commission (TEC) which is responsible for operating the
government’s funding mechanisms and giving effect to government strategy, and the New
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Zealand Qualifications Authority (NZQA) which provides an overarching quality assurance
role for the tertiary sector (see Chapter 1).

6 The New Zealand tertiary education system is currently implementing a significant
round of reforms. Implementation of these reforms began in 2002 with the enactment of the
Tertiary Education (Reform) Bill and the launch of the first tertiary education strategy (TES).
The reforms are aimed at: creating a more coherent and collaborative tertiary education
system; ensuring the system is better aligned to the nation’s economic and social development
goals; and is actively identifying and meeting the needs of the communities it serves. The
reforms are intended to change the culture of both tertiary education agencies and the sector
as a whole and to increase the influence and role of key stakeholders over the system. The
first TES articulates the required goals and objectives of the New Zealand’s tertiary education
system to give effect to the changes being sought by the reforms.

7 The current TES is based around six over-arching sub-strategies:

= Strengthen system capability and quality. National goals will not be achieved unless
there is enhancement in the strategic capability and robustness of the tertiary
education system as a whole.

®» Te Rautaki Matauranga Maori — Contribute to the achievement of Maori
development aspirations. New Zealand needs to recognise the unique position of
Maori as Treaty partners, and the huge significance that learning and education has
for Maori communities. This strategy addresses issues relating to skill development,
research and capability-building for Maori.

®  Raise foundation skills so that all people can participate in our knowledge society.
Improving foundation skills (literacy, numeracy and other basic skills), will ensure
that more New Zealanders are able to participate effectively in the economic and
social benefits of our vision for national development.

=  Develop the skills New Zealanders need for our knowledge society. This strategy
recognises that New Zealand will need high-level generic skills in much of the
populace, and more highly specialist skills in areas of comparative advantage, for the
country to accelerate its transformation into a knowledge society.

®  FEducate for Pacific peoples’ development and success. Pasifika peoples represent a
significant and rapidly-growing proportion of New Zealand’s population. This
strategy addresses issues relating to Pasifika peoples’ capability needs and skill
development that will ensure their success and development.

®  Strengthen research, knowledge creation and uptake for our knowledge society. This
strategy recognises that research and innovation are key drivers of modern
economies, and also that the broader application of new knowledge will enable the
achievement of social, environmental and infrastructural goals.

Each of these sub-strategies includes a number of subordinate and more detailed objectives.

8 The goals of the TES are supported by the Statement of Tertiary Education Priorities
(STEP) document, which seeks to balance the short-term priorities of the tertiary education
system with the medium-term requirements of the TES.

9 The initial focus in the reforms was on developing new processes and infrastructure,
and in particular, the establishment of the TEC whose primary function is to give effect to the
STEP. This has been followed by the implementation of new planning and accountability
arrangements, which are now in place for all government funded TEOs, and the development
and implementation of funding mechanisms to reward quality and excellence in teaching and
learning and research. Recently, there has been an increased focus over the last two years on
a more coordinated approach by agencies to achieve increased quality in, and relevance of
tertiary education.
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10 The reforms have led to a number of regulatory and resourcing changes and require
agencies and the sector to be able to make ongoing adjustments and manage multiple factors
within the policy frameworks. The recognition of the complexity of the drivers influencing
the education system means that policies that focus on one aspect of the drivers need to be
complemented with a focus on other drivers. For example, the tertiary sector has shifted
significantly from a system that relied on student choice (demand side) to meet the nation’s
needs to one where the policy settings work to ensure that providers (supply side) meet the
nation’s needs. There is a recognised need to balance the supply side interventions with more
work on the demand side, primarily to continue to improve information to inform student
choice, and to provide better means for employers to communicate their needs directly to
potential students and TEOs.

11 The amount of change management and adjustment that has been required of the
sector and the agencies is significant. Its magnitude, complexity, and the speed in which it is
occurring has inevitably meant a significant and continuing change management process. In
general its design has been accepted by the sector as the necessary way forward.

12 The strengths and weaknesses of the system in its current state (see Chapter 11) must
be seen in the context of the general trends affecting the system (such as the demand in the
labour market for skills) and the state of implementation of the current reforms. It is
important to note that, given the early stage of the current reforms, some significant features
of the current system (such as its high participation) may result as much from previous policy
settings as from the reforms.

The labour market dimension

13 A growing economy and a strong increase in demand for labour over recent years has
seen the New Zealand labour market tightening and levels of unemployment at a 20-year low.
Business and employer groups are reporting continuing skill shortages across a wide variety
of business and occupational areas. This has affected both the demand for tertiary education
and the type of tertiary education required (see Chapter 3).

14 Unemployment rates have significantly decreased regardless of the level of
qualification held by a person. The gap between the unemployment rate for those with
vocational qualifications and those with degree-level qualifications (which was significant in
the early 1990s) had disappeared by 2004. The demand for tertiary education graduates,
however, has been maintained in the face of increasing supply. On average, the labour-
market rates of return for tertiary graduates have been relatively constant for all levels of
qualification over recent years.

15 The Department of Labour provides the government with strategic advice and
information on labour market needs but with the creation of the TEC, whose primary function
is to implement the STEP, New Zealand now has an agency that can link the needs of the
labour market with the provision of education and training.

16 The current TES articulates the requirement for tertiary education organisations
(TEOs) to achieve a greater match between their provision of tertiary education programmes
and:

= The requirements of employers and industries;

= Current skill needs at the national, regional and local level; and

=  The need to equip all New Zealanders with the foundation skills they require for

employment.

This requirement is supported by detailed priorities articulated in the STEP which the TEC
gives effect to through annual funding negotiations with TEOs.
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The regional dimension

17 New Zealand has some four million people distributed through a country 1,600
kilometres in length. The country has a low population density. The consequence for tertiary
education of the dispersed population has been the evolution of an extensive national network
of provision by TEIs (see Chapter 4).

18 The concept of a ‘network of provision’ has been thought of in the past as referring to
the offering of a core set of qualifications throughout the country, with significant provision
in provincial areas. More recently, as the tertiary education reforms have sharpened focus on
the connections between tertiary education organisations and the communities they serve, the
idea of a network of provision has come to have elements of active partnership by institutions
in regional development.

19 The establishment of the TEC is intended to increase the level and quality of
engagement with stakeholders and hence, regions. In particular, the TEC has the
responsibility for managing the key accountability documents that require TEOs to engage
with their communities to determine strategic priorities and direction. The intention is to
provide opportunities for local stakeholders to be involved in tertiary education issues. All
publicly-funded tertiary education organisations are required to report on the consultation
process adopted in developing these documents. Practice has varied, however and there have
been some difficulties in universities in particular determining their communities.

20 A range of strategic incentive-based funding initiatives have been introduced as part
of the reforms and most of these have a regional development slant.

Research and innovation

21 TEOs play a key role in furthering research and innovation in New Zealand, and the
tertiary education sector is responsible for the largest share of the country’s research output.
In addition, the sector is responsible for most of the training in research — developing
advanced research skills for those entering work as well as producing graduates with skills,
knowledge and attributes that enable them to contribute to research and innovation in New
Zealand (see Chapter 5).

22 The great majority of the research completed by TEOs in New Zealand is done in the
universities. The universities are also the largest contributor overall to research and
innovation in New Zealand — they are responsible for about 63% of the country’s output of
research papers.

23 The funding of research in New Zealand TEOs has changed significantly over the last
few years. The government views research performance as an underlying driver of overall
social and economic performance and so has sought to increase the quality — and quantity — of
research output.

24 Prior to 2003, the main allocation of research funding to TEOs was based on student
enrolments. This approach reflected the statutory requirement that teaching at degree level
and above is primarily taught by those active in research - government consider this a
necessary connection and that being taught by those active in research is a means of
enhancing the quality of teaching at higher levels. However, funding research on the basis of
student enrolments did not necessarily encourage research excellence and so the government
separated the allocation of funding for research from the mechanisms for allocating funding
for enrolments and tuition and aligned it with the research performance of TEOs, to reward
excellence in research.
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25 The research funding allocations are now primarily a reflection of research quality.
They acknowledge that the universities’ role in the research and innovation system is
principally one of pure basic research, and that such research contributes to economic
outcomes in the longer term. But there is also a strategic dimension to this funding, in that the
‘relevance’ of a TEO’s research is recognised through its ability to earn external research
income.

26 In addition to the main research funding mechanism, the government allocates
targeted funding where the strategic dimension is more explicit. Examples include: supporting
leading edge, innovative research of international standard that fosters excellence; fostering
linkages between TEOs and industry; and improving the transfer to industry of knowledge
and technology developed in TEOs.

Equity in and through tertiary education

27 In New Zealand there is a clear relationship between higher levels of education and
increased indicators of social and economic wellbeing. Tertiary policy has therefore focused
on developing a sector that is capable of meeting a diverse range of educational needs for all
(see Chapter 6). The focus is not simply on building equity in terms of patterns of
participation within the tertiary sector, but also on examining how the tertiary sector can
contribute to wider social and economic equity goals.

28 New Zealand’s tertiary education system operates according to a general principle of
open access. Under this principle, a domestic student who has met the minimum entry
requirements for enrolling in a particular course offered by a TEO is entitled to enter that
course. The principle of open access in theory gives all prospective students the opportunity
to engage in tertiary education. The TES has identified four specific groups where increasing
participation in the tertiary sector is of key concern: Maori students (at degree level and
higher), Pasifika students, students with a disability and for students from lower socio-
economic backgrounds moving from school to tertiary.

29 Broadly speaking, the New Zealand tertiary education funding system itself offers
equity benefits in terms of promoting participation in relevant and high quality courses.
Specifically, the key equity related policies and initiatives are:
= Provision of foundation education so that people can raise their skill levels and
participate in society and employment;
= Enhancing the network of tertiary education provision by allowing PTEs to access
greater levels of public funding in 1999;
=  Providing pathways for upper secondary school students who are at risk of leaving
school with low or no qualifications;
= Limiting fee increases at TEOs;
=  Provision of student support through loans and allowances; and
® Financial support for those targeted groups detailed in the TES;

30 The TES and the STEP both contain equity related goals and as a result each TEO is
required to demonstrate in its accountability documents to the TEC the equity measures it has
in place or intends to introduce. This ensures that equity issues are accounted for, while
giving each TEO significant autonomy and flexibility in deciding how it can best meet these
requirements.
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Resourcing the tertiary education system

Staffing

31 In New Zealand, legislation provides the framework for all employment arrangements
for TEOs but it is the responsibility of the TEOs themselves to manage their own staffing
arrangements (see Chapter 7a). The government plays a relatively minor role in staffing
issues. For public institutions, the Education Act 1989 states that one of the characteristics of
academic freedom is the right of the institution to appoint its own staff. While each TEI is
free to negotiate its own staffing arrangements, most TEIs adopt similar processes.

32 Since the reforms of 2002 the government has undertaken initiatives to foster
improvements in this area:
= A strategic review of the tertiary education workforce aims over time to improve
government and TEO understanding of the strategic issues facing the sector, so
enabling better planning of human resources matters;
= A recent series of tripartite discussions involving the universities, university staff
associations, and government agencies that aims to review issues relating to
resourcing issues, recruitment, and retention; and
= Improving workforce skills via the new funding mechanisms such as that for research
and the recently established National Centre for Teaching Excellence which has been
set up to improve the quality and profile of tertiary teaching.

33 Current concerns from staff associations include:

= the potential financial benefits to TEOs from the new funding mechanism for research
may skew some TEOs’ selection and promotion processes in favour of research and
to the detriment of teaching performance.

= The level of casual and fixed-term employment agreements in the sector, and at the
lack of continuity that casualised agreements encourage. There is concern at the
potential for a reduced quality of tertiary education in TEOs that use casual
agreements.

Finance

34 Government policy is that the costs of tertiary education will be shared. Part of the
overall resourcing is provided by the government — through research and ‘teaching and
learning’ funding provided to TEOs, and through support to students for their costs of tuition.
The remaining costs of tuition are met by students and their families; and the remaining costs
of research are met by the users of research. The rationale for the shared approach to
resourcing is that for those who succeed in tertiary education there both private and public
benefits (see Chapter 7b).

35 The tertiary education system has an integrated funding framework. This framework
is intended to resource and steer the tertiary education system towards the goals of the TES,
and to provide TEOs with the flexibility to operate in a responsive and innovative way. Like
the new research funding mechanism, the government has also signalled an intention to make
further changes, moving towards a more differentiated funding system related to outcomes.

36 The resourcing of the tertiary education system has proved the most controversial
area of policy. There has been ongoing arguments about funding levels, particularly from the
university sector that argues that their costs rise at a faster rate than inflation, and at the rate of
increase in levels of student loans and at possible downstream impacts of loans. Some groups
have argued that tertiary education is a basic right and that therefore the government should
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meet all of the cost. Others were prepared to accept an element of cost-sharing but are
concerned at the extent of the increase in the private contribution.

37 The government has sought to address such public concerns and perceptions with a
programme of improved information on student support, and with changes to loans and
allowances that have increased concessions in the former and broadened access to the latter.
The government has also sought to achieve greater control over growth and better value for
government expenditure.

38 Over the period 2002 to 2005, it has started to implement a series of restrictions on
growth — especially at the certificate and diploma level with some of the savings to be used to
help parts of the sector shift further towards provision that is more aligned to the TES.

Planning, governing and regulating

39 The New Zealand system is built around recognition and acceptance of a high degree
of institutional autonomy and clear statutory requirements for accountability and disclosure
for TEIs. The Education Act 1989 decentralised much of the sector’s decision-making
powers, in favour of letting TEIs take control of their own resources and future (see Chapter
8). These changes were accompanied by changes in the resourcing system, which shifted to a
bulk-funding basis, enabled TEIs to set fees, and gave them control over their own capital
expenditure. Following this, in the 1990s, there was major growth in the sector as institutions
developed innovative ways of meeting student demand in a relatively deregulated
environment. The government did not have powers to intervene directly in at-risk TEIs until
amendments to the Education Act in 2001.

40 At the sector-wide level, the 2002 reforms require the system and TEOs to be more
focused on their contribution to national economic and social development goals. To achieve
the government’s goals for the system, the system is steered by the TEC giving effect to the
priorities set out in the TES every five years with more specific guidance set out in the STEP
every one to three years. These mechanisms inform planning and decision-making processes
throughout the sector. To receive government funding, TEOs are required to demonstrate that
their provision and activities align with the TES and STEP. This is done primarily through
their annual funding negotiations with the TEC.

41 The TES recognises that the development of a focused, high-quality, relevant, and
accessible tertiary education system in a small country with limited resources requires
differentiation and specialisation of TEOs, and effective links between them. While the
Education Act provides the foundations for differentiation between types of TEOs, the TEC
has invited debate on how these different types should focus in the future. The debate is
focused on the distinctions that are necessary to provide an appropriate balance and diversity
of teaching programmes, research, and capability within a sustainable network of provision
across New Zealand.

42 A recent review of inter-agency relationships and the capability of the agencies has
been undertaken and it has recommended specific coordination and oversight arrangements be
implemented to support overall leadership of the sector.

Quality assurance

43 Quality assurance in New Zealand is governed by the Education Act 1989 and is the
responsibility of the NZQA, for non-university TEOs, and the New Zealand Vice
Chancellors’ Committee for universities (see Chapter 9). TEOs must have in place a quality
management system that demonstrates they have the necessary policies, procedures and
review mechanisms for maintaining quality standards and for meeting those of their goals and
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objectives that relate to teaching and learning. The quality of a TEO’s research activities is
assured through the research funding mechanism which requires a quality evaluation of its
outputs produced by its individual staff.

44 The quality of teaching and learning is monitored indirectly through audit processes
and directly by the TEOs themselves. There are also a number of centrally sponsored
initiatives and mechanisms that directly and indirectly serve to enhance the quality assurance
of teaching — for example, work aimed at building a culture that enhances effective teaching
and learning. The recently established National Centre for Tertiary Teaching Excellence has
been created to enhance the effectiveness of tertiary teaching and learning practices.

Internationalisation and globalisation

45 Export education has grown significantly since the late 1990s and was initially seen
primarily as an opportunity to generate revenue. Much of the improvement in the financial
performance of the public tertiary education institutions (TEIs) over the last five years was
associated with the rapid rise in international student numbers. The non-commercial aspects
of the industry began to develop in the 1990s with some TEOs seeking to include an
international dimension, beyond the presence of international students, in their services,
programmes and culture (see Chapter 10).

46 The rapid development of export education raised a number of issues for the New
Zealand government and the lead industry bodies, for example: the capacity of the education
system to absorb and cater for international students. On-going consideration has been given
to addressing areas of concern in the development of government and sector policy responses
on internationalisation of education.

47 Over recent years, the government, in partnership with the sector, has sought to
develop a coordinated and strategic approach to export education that is sustainable and that
supports the development of a broader spectrum of international activity in TEOs which
culminated in 2004 with the International Education Framework. a long-term strategy that has
also resulted in significant investment by the government and reflects not only the recognition
of the benefits of internationalisation but also the export education industry’s contribution to
the national economy.
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CHAPTER 1: THE CONTEXT FOR TERTIARY EDUCATION IN NEW ZEALAND
Introduction

1 New Zealand is a small country in the South Pacific. Its population - four million — is
the third lowest in the OECD. The great majority of the population lives in the two main
islands — the North Island and the South Island. The population density is low, especially in
the South Island. At 15 people per square kilometre, New Zealand’s population density is
fifth lowest in the OECD, and considerably less than the United Kingdom, a country of
similar land area which has 243 people per square kilometre. One third of the population live
in the greater Auckland region.

The government of New Zealand

2 New Zealand is a constitutional monarchy, whose head of state is the Governor-
General, appointed by the Queen on the recommendation of the government. It is a
parliamentary democracy, with a single house of parliament. The parliamentary conventions
have their origin in the British parliament while the legal system also traces its origins to the
English system. Since 1996, the voting system has been based on proportional representation.
The current government is a minority government, with the Labour/Progressive coalition
supported in parliament by three other parties. Central government is responsible for policy
on and funding of all aspects of education.

3 There is no federal system of government in New Zealand. However, there are local
and regional authorities whose responsibilities relate to town and regional planning,
environment plus provision of services such as water and local roading. Most local authorities
also have assumed an economic development role.

The New Zealand economy

4 The New Zealand economy is the fourth-smallest of the 30 OECD countries, larger
only than Iceland, Luxembourg and the Slovak Republic (Statistics New Zealand, 2005). New
Zealand had the seventh-fastest-growing economy in the OECD from 2003 to 2004, with a
growth rate of 4.8%. This compares with the 3.6% overall economic growth in the OECD
countries over the same period. New Zealand’s gross domestic product (GDP) per capita in
2003 and was twenty-first of the 30 OECD countries. In 2004, New Zealand’s government
spending was 34.1% of GDP, the second-lowest of 27 OECD countries.

5 Because New Zealand is a small, isolated, country with a low population density, it is
heavily dependent for its economic progress on exports. The economy is heavily dependent
on land-based industries — especially agriculture and tourism — while there is a growing
services sector. The three main destinations for exports of goods in 2004 were Australia, the
United States and Japan. New Zealand’s main exports of goods and commodities are food and
drink, followed by machinery and equipment, forestry articles, aluminium and aluminium
articles, wool and crude materials.

6 New Zealand has developed its agriculture and manufacturing industries to suit the
needs of niche markets. The farming industry provides a large proportion of food and drink
exports in the form of dairy and meat products.

7 New Zealand currently has very low levels of unemployment — the lowest in the

OECD. Given the combination of economic growth and low unemployment, concerns have
been expressed at skill and labour shortages (Ministry of Economic Development et al, 2003).
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8 Given the ongoing dependence of the New Zealand economy on commodity markets,
governments have long recognised the need for diversification of the economy and for
industries aimed at adding greater value to the country’s resources and products. Since the
mid 1980s, there have been significant economic restructuring and moves towards a less
regulated economy. These moves were designed to improve efficiency and promote
enterprise. More recently, the government has developed a growth strategy expressed in its
Growth and Innovation Framework. This framework identifies three areas of activity as
critical to national economic growth — biotechnology, information and communications
technology and design — and creates of a number of strategies aimed at improving economic
performance.

The Treaty of Waitangi

9 While New Zealand is an English-speaking country and while many of the
institutions trace their origins to British roots, the country’s social institutions and culture are
strongly influenced by the culture of the indigenous people of New Zealand — the Maori
people.

10 Maori had lived in New Zealand for many centuries before the arrival of the first
European visitors. In 1840, the Maori people entered a treaty - the Treaty of Waitangi - with
the British Crown. That treaty, New Zealand’s founding document, established a partnership
between the two peoples. It granted Maori the right to British citizenship and gave them a
guarantee of protection of certain traditional rights. The Treaty attempted to regulate land
sales.

11 Over subsequent years, there were breaches of the treaty and there have been ongoing
debates both about the application of the treaty in particular instances and more generally,
about the place of the treaty in New Zealand’s society. In 1975, the government established
the Waitangi Tribunal, a judicial body, to hear claims brought by Maori alleging breaches of
the treaty. Tribunal decisions have resulted in a number of major settlements, including
Crown apologies and compensation for land and resource losses.

12 Over the last 25 years, there has been increasing recognition of the importance to the
nation as a whole of its indigenous culture. Te reo Maori (the language of Maori) is now
recognised as an official language of New Zealand, public bodies recognise the importance of
the treaty in their missions and they accept that, as public bodies, the treaty imposes
obligations on them. Maori protocols are increasingly seen as part of the way New Zealanders
and New Zealand institutions conduct their business.

13 While there are signs of improvement, social outcomes for Maori have remained poor
in relation to the population as a whole. Maori remain overrepresented among the in
unemployed, tend to have poorer health and lower educational outcomes and are more likely
to be imprisoned.

14 There is a growing Maori education stream - integrated into the country’s education
system but semi-independent. At the pre-school level, there are kohanga reo (Maori language
immersion early childhood education centres) and there are also kura kaupapa Maori, schools
that teach in te reo Maori and that teach with Maori pedagogy as its base. This has led to the
creation of wananga, indigenous higher education institutions. There are three wananga
recognised as public tertiary education institutions, while a number of iwi (tribal) groups have
established private tertiary establishments.
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New Zealand’s changing demography

15 New Zealand's population is projected to grow from 4.06 million in 2004 to 4.73
million in 2026 and 5.05 million in 2051 (Statistics New Zealand, 2005a). In common with
other developed countries, New Zealand's population is ageing. The median age (half of the
population is older than this age and half younger) is projected to rise from 35 years in 2004
to 40 years by 2020 and 45 years by 2045.

16 The Maori and Pasifika populations in particular, and the Asian population to a lesser
extent, all have a younger age structure than the majority European population. Consequently,
they have a greater built-in momentum for further growth. This, coupled with higher fertility
for Maori and Pasifika people, and the assumed net migration levels for Asian people, means
that these ethnic groups are likely to grow at a much faster pace than their European
counterparts, leading to greater ethnic diversity in the population.

17 All four ethnic populations are projected to experience growth between 2001 and
2021. The Asian population is projected to have the largest percentage growth, up about
145%. The Pasifika and Maori populations will experience increases of 59% and 29%,
respectively. By 2021, the European population will be 5% greater than it was in 2001.

Table 1.1: Projected Age Distribution of Ethnic Populations 2001(base)-2021

Ethnicit Aoe Digribution (percent) hedian
Y1 a5 | 1539 | 4064 | B5+ | Total | Sge (vesrs)
2001 (hase)
Eurcpean 21 34 31 14 100 3689
M &ori 37 40 20 3 100 221
Azian 23 45 26 4 100 256
Pacific 35 40 18 3 100 M4
Total MZ 23 36 30 12 100 KE I
20

Eurcpesan 16 28 33 22 100 44 3
M &ori 30 35 24 7 100 264
Azian 21 36 35 g 100 362
Pacific 33 39 22 E 100 237
Total MZ 15 32 33 17 100 403

Source: Statistics New Zealand.

18 The ethnic projections indicate that New Zealand will have greater ethnic diversity in
the future. Because of their faster population growth rates, Maori, Pasifika and Asian peoples
are projected to increase their shares of the New Zealand population, while the European
share is projected to decrease.

19 In 2001, 15% of the New Zealand population identified with the Maori ethnicity —
this is projected to increase to 17% in 2021. The Pasifika and Asian shares of the New
Zealand population are projected to increase from 7% to 9% and 7% to 15%, respectively. In
contrast, the European share of the New Zealand population is projected to fall from 79% in
2001 to 70% in 2021. The decline in the European share is a reflection of the slower growth
rate of the European population compared with the national growth rate.

20 The Pasifika community in New Zealand has its origins in immigration in the 1960s
and 1970s from Pacific Islands nations, in response to growing economic opportunities in
New Zealand. It also is a legacy of the New Zealand government’s involvement with a
number of Pacific nations over many decades.

25



Table 1.2: Ethnic Share of New Zealand Population 2001(base)-2021

Age Group | Ethnic Share of Mew Zealand Popuation (percent]

ars E uropean | h &0t | Azian | Padfic
2001 (ha=e)
=15 T4 25 7 11
15-39 75 17 9 3
4064 a3 10 G 4
GBS+ 92 4 2 2
Al ages 79 15 7 T
20

=15 63 28 17 17
15-39 G 20 16 11
4064 fA| 12 15 G
GBS+ ol 7 7 3
Al ages FiL 17 15 9

Source: Statistics New Zealand.

21 As with Maori, educational outcomes for Pasifika peoples in New Zealand have been
poorer than average. Given that fact and the demographic trends noted above, the
government has placed some emphasis on using the tertiary education system as a means of
improving outcomes for Maori and Pasifika. Thus, two of the sub-strategies of the Tertiary
Education Strategy 2002/07 are directed at helping Maori and Pasifika achieve their
development aspirations.
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CHAPTER 2: OVERALL DESCRIPTION OF THE TERTIARY EDUCATION
SYSTEM

Introduction

22 This chapter gives an overview of the tertiary education system in New Zealand. It
explains what we mean by the term ‘tertiary education’, outlines the variety of tertiary
education organisations (TEOs) in this country, and explains what types of tertiary education
there are, who provides tertiary education and how the system is managed. This chapter also
looks at the contributions made by national agencies in supporting the provision of tertiary
education and training in New Zealand and the policy settings used. It also discusses briefly
the past and current environments in which these settings operate as well as future priorities
for improvement being sought by the government.

The tertiary education system in New Zealand

23 In New Zealand, ‘tertiary education’ is very broadly defined and includes all post-
school education. It includes foundation education, such as adult literacy and second chance
education for those with low or no qualifications who are looking for employment;
certificates and diplomas; bachelors degrees; industry training, including Modern
Apprenticeships; Adult and Community Education (ACE); and postgraduate qualifications,
many of them requiring students to conduct substantial original research.

Tertiary education organisations

24 The diversity of the tertiary education sector is evident in the mix of TEOs that make
it up: public tertiary education institutions (TEIs), private training establishments (PTEs),
industry training organisations (ITOs), ACE providers and others. In addition, employers
provide industry-related education and training in the workplace.

25 There are four kinds of TEIs — universities, institutes of technology and polytechnics
(ITPs), colleges of education (CoEs) and wananga. In 2004, TEIs employed 28,000 full-time
equivalent staff, of which 14,000 were academic/tutorial staff, and provided education and
training for 88% of all students'.
= Universities are primarily concerned with advanced learning, and offer the
opportunity to pursue disciplines from the undergraduate level to advanced
postgraduate study and research. There are eight universities spread throughout New
Zealand. In 2004, the eight universities collectively enrolled 165,000 students,
representing 125,000 equivalent full-time students (EFTS).
= [TPs are mainly focused on vocational training, although this role has expanded over
the past 15 years to meet the increasingly diverse needs of learners and the economy.
Many ITPs offer degrees and are involved in research activities, particularly applied
research and research in technological areas. There are 20 ITPs spread across the
country. The number of students enrolled at ITPs in 2004 was 214,000 or 78,000
EFTS.
=  CoEs provide training and research mostly related to early childhood and compulsory
education. Increasingly, these colleges also offer other programmes in addition to
teacher education, for instance business and social work qualifications. The number
of colleges has reduced over the past decade, from six in the early 1990s to two in
2005, as they have merged with nearby universities. In 2004, there were 14,500
students at CoEs, or 8,400 EFTS.

! Students enrolled in more than one sub-sector are counted in each sub-sector. Consequently, the proportion of
students in each sub-sector may not add to 100 percent.

27



= Wananga — Maori centres of tertiary learning — were formally recognised as TEIs in
the last decade. They offer study at all levels, from foundation education to
postgraduate study and research where ahuatanga Maori (Maori tradition) and tikanga
Maori (Maori custom) are an integral part of the programme. Wananga have made a
substantial contribution to the advancement of Matauranga Maori (Maori knowledge).
There are three such wananga. The three had 70,000 students or 32,000 EFTS in
2004.

26 PTEs provide tertiary education in specialised niche areas not always covered by
larger public institutions, catering for many different groups, in many different locations, and
at most levels. There are nearly 900 registered PTEs comprising 14% of all tertiary
enrolments - 63,000 students or 30,000 EFTS - in 2004. Registered PTEs must meet
financial, educational, quality and management requirements to provide safeguards for
learners. Many PTEs receive public funding on a similar basis as TEIs (refer to chapter 7)
while others receive no Crown funding at all - such as English language schools that cater
only for full-fee-paying international students or those that provide training for specific
employers on a full cost-recovery basis.

27 Another 16 TEOs, known as ‘other’ tertiary education providers (OTEPs), also
deliver programmes of national significance and receive government funding. These account
for only 1% of all students.

28 There is also considerable formalised training activity in the workplace known as
industry training. Some of this is funded through the industry training fund, while the rest is
supported by business. Industry training (including Modern Apprenticeships) is facilitated
through ITOs. At the end of 2004 there were 41 ITOs around the country, established by
particular industries or groups of industries.

Learners in tertiary education

29 The total number of students in the tertiary sector has grown significantly (by 52%)
over the last five years, in the main, due to the wananga, ITP and the PTE sub-sectors
engaging significant numbers of first-time learners aged over 25 years, many of whom had
never attended tertiary education and had achieved low or no secondary school qualifications.
Most of those students entered certificate and/or diploma programmes. The expansion at the
lower levels of study has not, however, affected the growth at degree level and above.

30 As a result New Zealand is currently experiencing its highest participation rate in
history with over 14% of the population aged 15 years and over participating in formal
tertiary education in 2004. This has led to the participation rates of traditionally under-
represented groups, such as Maori and Pasifika people, increasing and exceeding that of
European New Zealanders.

31 In 2004 there were 505,000 students® enrolled in tertiary study at a government
funded TEO and of these:
= 72% were studying at certificate and/or diploma level, 30% at bachelors degree level
and 7% at postgraduate level;
= 42% attended an ITP compared with 33% for universities, 14% for PTEs and
wananga, and 3% for CoEs; and
= 29% of these students are aged 40 years or older.
Also, 140,000 trainees were engaged in industry training in the workplace in 2004.

2 Students enrolled in more than one sub-sector are counted in each sub-sector. Consequently, the proportion of
students in each sub-sector may not add to 100%.
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The government’s goals for tertiary education

32 The New Zealand tertiary education system has undergone major changes over the
last few years. In the 1990s, the vision for tertiary education focused almost exclusively on
raising participation at least cost, through universal access and a simple common funding
formula based on student demand. It was a system where TEOs were directly responsible to
community and economic needs, and which would run itself without the need for direct
government direction. The government set the policy framework, provided funding and
monitored outcomes; the rest was up to the sector.

33 Before the 1990s ended, it was recognised that the New Zealand tertiary education
system needed to move towards recognising its capabilities as a key national development
asset. The sector and its stakeholders were consulted, and several necessary changes were
identified:

= QGreater alignment with the government’s national goals;

= Improvement of linkages with business and other external stakeholders;

= (Creation of effective partnerships with Maori communities;

= Qreater responsiveness to the needs of learners;

= More future-focused strategies;

= Wider global linkages;

= Increased collaboration and rationalisation;

= Higher quality, performance, effectiveness, efficiency and transparency; and

= A culture of optimism and creativity.

34 The government embarked on a comprehensive programme of tertiary education
reforms to effect these key changes over the five-year period 2002 to 2007. The cornerstone
of the reforms is the Tertiary Education Strategy (TES) — a high-level strategy that articulates
the key goals for New Zealand’s tertiary education system and defines how the system will
help give effect to the government’s vision and goals for New Zealand.

35 The TES sets the direction for the sector for the medium- to long-term. It does not set
specific, measurable goals and targets. Much of the TES is aimed at shifting the attitudes,
culture and focus of the sector.

36 The current TES is based around six main sub-strategies:

= Strengthen system capability and quality;

= Te Rautaki Matauranga Maori — Contribute to the achievement of Maori development

aspirations;

= Raise foundation skills so that all people can participate in our knowledge society;

= Develop the skills New Zealanders need for our knowledge society;

= Educate for Pacific peoples’ development and success; and

= Strengthen research, knowledge creation and uptake for our knowledge society.
Each of these sub-strategies includes a number of subordinate and more detailed objectives
(refer to Annex 1).

37 More detailed guidance about achieving the goals and objectives of the TES comes
from the Statement of Tertiary Education Priorities (STEP) which the Minister of Education
releases every one to three years. The development of each new STEP incorporates the
priorities sought by government from the goals of the TES (see Annex 2). Its development
follows extensive consultation with the tertiary education sector, government agencies and
other key stakeholders. It applies across the entire tertiary education system, and sets out the
government’s immediate priorities for the performance of the system.
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38 This ‘re-direction’ has not been a simple exercise and is still in progress. Its
magnitude and complexity has inevitably meant tensions between stakeholders, particularly as
the environment is no longer the same ‘playing field’ it once was. In general, however, its
design has been accepted by the sector as the necessary way forward.

The legislation relating to tertiary education

39 The main piece of legislation on tertiary education is the Education Act 1989 (refer to
Annex 6 for details of key parts of this Act). Among other things, this Act:
= sets up the government’s tertiary education agencies and defines their roles and
responsibilities
= gives the authority for the TES and the STEP
= describes the basis for the funding of tertiary education, and
= defines the constitution and functions of different types of TEI.

40 There are other pieces of legislation that also apply in tertiary education. In particular,
the Industry Training Act 1992 covers industry training parts of the system, the Student Loan
Scheme Act 1992 covers the administration of the student loan scheme, while aspects of the
operation of TEIs are governed by the State Sector Act 1988 and the Public Finance Act
1989.

The government agencies responsible for tertiary education

41 The main government agencies with a responsibility for tertiary education are the
Ministry of Education, the Tertiary Education Commission, New Zealand Qualifications
Authority and Career Services Rapuara.

42 The Ministry of Education (MoE) is the government department responsible for
developing the policy framework for tertiary education and advising Ministers on the TES. It
is also responsible for monitoring the success of the TES, collecting and managing data on
tertiary education, and monitoring the performance of the overall system. The MoE is also
responsible for monitoring the financial performance of TEIs.

43 The Tertiary Education Commission Te Amorangi Matauranga Mauta (TEC) is a
Crown agency. TEC is made up of a board of seven commissioners appointed by the
Minister. The TEC is responsible for:
® implementing the government’s Tertiary Education Strategy 2002/07 and giving
effect to the STEP
= allocating the government’s tertiary education funding to tertiary education
organisations (TEOs) according to the integrated funding framework for tertiary
education (refer to chapter 7)
®  Dbuilding the capability and capacity of tertiary education and training to contribute to
national economic and social goals
= advising government on policies, priorities and the performance of the sector, and
® npegotiating a system of charters and profiles to steer the tertiary education system.

44 The New Zealand Qualifications Authority (NZQA), like the TEC, is a Crown
agency. Like the TEC, it has a board appointed by the Minister. Its functions are to:

= provide an overarching quality assurance role for the tertiary sector

= develop and assure the quality of national qualifications

= establish and maintain the New Zealand Register of Quality Assured Qualifications

= administer the National Qualifications Framework (NQF) (refer to chapter 9)

= register PTEs

= administer the trade, vocational and school sector assessments, and
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= evaluate overseas qualifications for immigration and employment purposes.

45 Career Services Rapuara provides information, advice and guidance services that are
designed to help people make informed career choices. Effective career information, advice
and guidance provide a link between education, the labour market and the skills, interests and
abilities of New Zealanders. Career Services’ work includes:

= developing and providing career information

=  providing individuals with advice on how to best use career information

= providing career guidance services, and

= developing and enhancing the skills of individuals and organisations that facilitate

career information, advice and guidance for others.

46 As well as these bodies, there are a number of other government agencies that have an
involvement with tertiary education.

47 The New Zealand Teachers’ Council is a Crown entity responsible for, among other
things, providing professional leadership in school teaching and promoting best practice and
professional development. These roles mean that the Teachers’ Council is involved in the
approval and monitoring of teacher training and teacher education qualifications offered in the
tertiary education sector. All programmes leading to registration as a teacher must meet the
criteria of the New Zealand Teachers’ Council in addition to meeting the general approval and
accreditation criteria.

48 The Ministry of Social Development (MSD) is responsible for providing leadership in
the areas of social development and social policy, and the delivery of social services, in
particular income support.

49 Financial support is provided to students by StudyLink, a service of MSD. StudyLink
is responsible for the administration and delivery of student loans, student allowances and
other income support to students while they are studying, and income support for students
unable to find employment during vacation breaks. This includes assessing entitlements,
making payments, and maintaining partnerships with key stakeholders, including other
government agencies, TEOs and student groups.

50 Inland Revenue Te Tari Taake is responsible for the assessment and collection of
student loan repayments once loans have been transferred for collection. Inland Revenue also
determines entitlement to interest write-offs for full-time, full-year students and low-income
students as well as a base interest write-off or reduction for other eligible borrowers. In
addition, Inland Revenue is responsible for the Student Loan Scheme Act 1992 and the annual
regulations made under that Act which set the interest rates, the full interest write-off
threshold for low-income students and the repayment threshold.

51 The Department of Labour is the agency that advises the government on all matters to
do with New Zealand’s labour force. As part of that role, the department collects and
analyses a great deal of information about the skills needed in the labour market and about
how the tertiary education system interacts with the labour market.

52 Developing a strong focus on stakeholder relationships between government
agencies, TEOs and stakeholders is one of the key challenges of the implementation of the
TES. Figure 2.1 presents a schematic of the key relationships required between stakeholders,
agencies and government.
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Figure 2.1: Relationships between key actors in tertiary education system
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How the New Zealand tertiary education system works

53 The New Zealand tertiary education system is designed to work around around four
main elements:
= quality assurance
= steering the system — using the assessment of charters and profiles to improve
alignment between the work of TEOs and the TES
= provision of government funding, and
® sector monitoring.
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54 Quality assurance is required before a TEO can be registered to offer qualifications.
It is also a prerequisite for access to any government funding. The assessment of charters and
profiles is intended to help ensure that each TEO that receives government funding will make
a contribution to the achievement of the goals of the Tertiary Education Strategy. Having an
approved charter and profile is also a prerequisite for access to funding. Annual monitoring
of the sector provides information on progress of the TES and highlights any areas that may
require further attention as well as providing a broader context for policy development and
sector planning processes.

Quality assurance in tertiary education

55 Quality assurance of tertiary education in New Zealand is intended to provide a
minimum standard for the quality of the learning outcomes for students. It focuses on the
systems and processes that support delivery of learning by TEOs. Only those tertiary
education courses, qualifications and TEOs that have been quality assured by a quality
assurance agency are able to access government funding and/or access to student loans and
allowances. There are two quality assurance agencies:

= NZQA, and

®= The New Zealand Vice Chancellors’ Committee.

56 One of the mechanisms for managing quality is the New Zealand Register of Quality
Assured Qualifications. The Register imposes certain common standards on qualification
development and nomenclature: each qualification has an assigned level (1 to 10); an outcome
statement for the whole qualification and each of its components; a credit value (120 credits is
equivalent to one year of full-time study); and a title consistent with other qualifications on
the Register. The details of assuring and improving the quality of tertiary education in New
Zealand are contained in Chapter 9.

Steering the tertiary education system

57 The TEC’s role includes implementing the Tertiary Education Strategy. The TEC is
also responsible for allocating funding to TEOs. The key instruments that the TEC uses in
managing these responsibilities are charters and profiles.

58 Charters are public documents that illustrate an organisation’s contribution to the TES
and to the wider tertiary education system and its stakeholders. They are high-level
governance documents providing a broad description of the TEO’s mission and role in the
tertiary education system. The charter indicates the type of education and other activities that
the TEO will position itself to deliver and the organisation’s engagement with other TEOs
and/or stakeholders. Charter approval is the first prerequisite for eligibility for public funding
for quality-assured TEOs. Charters are approved by the Minister, on the advice of the TEC
and, in the case of TEIs, the MoE.

59 The annual profile describes in greater detail the TEO’s strategic direction, activities,
policies and performance targets for the next three years. Profiles have to be submitted each
year by all publicly-funded TEOs. The TEC is responsible for assessing profiles and, if
necessary, suggesting and discussing changes in the profile. When it is satisfied, on the
evidence in the profile, that the TEO is making a suitable contribution to the TES, the TEC
will approve the profile — thereby providing access to funding. The profile contributes to a
more detailed map of the tertiary education sector and establishes more consistent monitoring,
reporting, and accountability for publicly-funded organisations.

60 The TEC uses an assessment of the strategic relevance of courses and qualifications
to determine which TEOs gain approval for access to public funding or to pursue particular
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initiatives. The TEC’s assessment complements quality assurance and the performance
monitoring and accountability requirements established through profiles.

61 TEOs report on the performance and financial targets set out in their profiles in an
annual Statement of Service Performance. The TEC, NZQA and the MoE also carry out a
range of other monitoring activities. Chapters 3 and 8 provide further details of steering the
system through planning, governance and regulation.

Funding of the tertiary education system

62 The tertiary education system has an integrated funding framework. This framework
is intended to complement the tertiary education reforms and the TES. Its purpose is to
resource and steer the tertiary education system, while providing TEOs with the flexibility to
operate in a responsive and innovative way. It has three broad elements:

= funding for the teaching and learning of domestic students

= funding for research, and

= strategic funding to help TEOs align their offerings with the TES.

63 The framework as a whole has the following general features:
= funding is delivered to TEOs and ITOs as a bulk grant
= no funding is delivered until the TEC approves part or all of the TEO’s profile for
funding purposes, and
= over time, the funding framework is being moved to greater alignment with the goals
of the Tertiary Education Strategy 2002/07.

64 While it is up to the government to set the total amount of funding available for
tertiary education and to define the broad funding policies, the TEC is responsible for setting
the operational rules for funding and for allocating funding to TEOs. Details on resourcing
the tertiary education system are contained in Chapter 7a.

65 The government’s total expenditure on tertiary education in 2004/05 fiscal year,
including operating and capital expenditure was $3.7 billion which equated to 2.5% of gross
domestic product. Of this, the largest two expense items were for teaching and learning with
$1.9 billion and student loans with $1.0 billion. In 2004 industry contributed $47 million to
industry training while the government contributed $125 million.

Monitoring of the tertiary education system

66 The MOoE is responsible for monitoring and evaluating the TES. Annual monitoring
of the strategy involves measuring progress of the tertiary education sector towards the
outcomes articulated in the TES, using a range of indicators. Each TES will also be evaluated
with a focus on determining the value, merit, worth and significance of the strategy. The
evaluation of the current and first TES is about to be undertaken.

67 The monitoring provides the government with information on progress of the TES,
the sector and agencies with a broader context for policy development and sector planning
processes and stakeholders with an understanding of the sector’s contribution towards
meeting national goals.

68 Figure 2.2 presents a schematic of the design of New Zealand’s reformed tertiary
education system.
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Figure 2.2: The design of the New Zealand tertiary education system
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71 The range of qualifications offered by the tertiary sector has increased significantly

The New Zealand qualifications system

69 NZQA maintains an overview of qualifications in compulsory and post-compulsory
education and training via the New Zealand Register of Quality Assured Qualifications (“the
Register””) which provides a comprehensive list of all quality assured qualifications in New
Zealand. The key purposes of the Register are:
= To identify clearly all quality assured qualifications in New Zealand;
= To ensure that all qualifications have a purpose and relation to each other that
students and the public can understand;
®* To maintain and enhance learners’ ability to transfer credit by the establishment of a
common system of credit; and
=  To enhance and build on the international recognition of New Zealand qualifications.

70 The Register has ten levels and comprises qualifications that are registered in
accordance with its definitions. Level 1 is the least complex and 10 the most. Levels depend
on the complexity of learning. They do not equate to ‘years spent learning’ but reflect the
content of the qualification. Figure 2.3 shows how the levels of the Register relate to the
levels of the New Zealand education system.

Figure 2.3: The levels of the New Zealand education system

Doctorate programmes

Offered through Universities and one Institute of Technology

Masters

Offered through Universities, Colleges of Education, Institutes of Technology, Polytechnics Wanangs and Private Training Establishment=s

Honours, Post-Graduate Diplomas and Certificates

Offered through Universities, Colleges of Education, Institutes of Technology, Polytechnics, Wananga and Private Training Establizhments

Degrees*, Graduate Diplomas and Certificates
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Diplomas

Offered through Universties, Colleges of Education, Institutes of Technology, Polyvtechnics Wanangs and Private Training Establizhments and industry training
Certificates

Otfered through Universities, Colleges of Education, Institutes of Technology, Polytechnics, YWanangs and Private Training Establishments (including English
language schools), Adult and Community Education (ACE) providers and through industry training

Hon-Certificate courses

Aduft and Community Education in Public, Community and Private Providers and Cthers

over recent years and the diversity of qualifications on the Register reflects those developed
for new or growing industries as well as the growth in those designed to develop generic
competencies that can be applied in a variety of settings. In 2003 there were 6,800 quality
assured qualifications on the Register, of which around two-thrds were at certificate level,
12% at diploma level, 12% at bachelors degree level and 10% at postgraduate level.
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Major changes in tertiary education over the last ten years

72 The current arrangements in the tertiary education system need to be seen in the
context of an evolution that has been taking place over two decades. The last ten years has
seen the New Zealand tertiary education system move from a devolved, self-managing,
demand-driven and competitive one, with blurred institutional boundaries, towards a more
connected and collaborative network of provision aligned to key national development goals,
as articulated in the TES.

73 During this time there have been major adjustments to all of the regulatory and
resourcing levers. The new paradigm, as depicted in Figure 2.2 above, requires more
complicated and sophisticated relationships and interactions between government agencies,
within and between education sectors, between tertiary education and other areas of social and
economic policy and between government and the sectors.

74 The demand-driven system of the 1990s was responsive to student choice and
community demands and it did lead to significant increases in participation, innovation and a
better qualified population. But in a period of technological change and economic
vulnerability, there was a realisation that the lack of steering and powers of intervention by
central government could put New Zealand’s economic development at risk. Also, as the
1990s went on, there was greater recognition of the need for quality of provision and research
excellence. At an institutional level, TEOs operated in a business-like manner and competed
for enrolments. There was a blurring of the distinctive characteristics of different types of
institutions, with colleges and ITPs offering degrees and postgraduate qualifications while
some universities expanded their certificate and diploma offerings. Despite the growth in
enrolments, some institutions did not build their financial strength.

75 The most significant reforms of the sector in the last ten years resulted from the work
of the Tertiary Education Advisory Committee (TEAC), established by the government in
2000 to provide advice on the long term strategic direction for the tertiary sector. The
reforms that resulted seek to shift the tertiary education sector into a strategic environment
that connects with the government’s national social and economic goals.

76 Some parts of the sector have commented that the amount of change management and
adjustment that is required of the sector and the agencies has been underestimated and that
implementation of the current reforms has been affected by an “overhang” of previous
reforms. In particular, the effects of changes made in 1998/9 to fund PTEs on the same basis
as TEIs and to remove the cap on the number of places to be funded changed the dynamics of
the system in a fundamental way; it has been difficult to separate the effects of those changes
from the current reforms.

77 Annex 3 contains a chronological summary of the major policy reforms that have
occurred in the New Zealand tertiary education system since 1989.

78 Notable features of the tertiary education system over the last ten years, which are
discussed in the chapters ahead, have included:
= The significant growth in participation in the tertiary education system;
= The growth of the private contribution to the cost of tertiary education;
®= The blurring of institutional boundaries as some TEOs sougtht to extend their
offerings beyond traditional roles;
=  An emphasis on addressing education issues for Maori;
= Linking tertiary provision to workplace learning through the industry training
strategy;
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The growth of international education, which has now become a significant export
industry;

The development of the New Zealand Register of Quality Assured Qualifications that
sets out the outcomes sought in each qualification and that establishes a common way
of describing qualifications, hence facilitating pathways and credit transfer;

The introduction of the TES and its impact on the culture and direction of the sector;
The establishment of the Tertiary Education Commission;

The new demands in the workplace for higher levels of skill, leading to the
development of a new adult student population;

Managing the growth of the sector; and

The growth of government investment in tertiary education, both in funding for TEOs
and in student support.

Priorities for the future

79

The on-going implementation of the TES is the continuing priority for the tertiary

education sector. The evidence of the current TES monitoring shows that the TES has had an
impact on thinking in the sector but there is still some way to go to achieve the sorts of
changes envisaged for the sector and described in paragraph 33 above.

80

In addition, there has been an increased focus over the last two years on ‘value for

money’ and a more coordinated approach by agencies to achieve this. Such a focus will see
greater attention paid to the following areas:

A more rigorous approach to quality of provision;

A more rigorous approach to relevance of provision;

Changes to the funding model to improve the balance between quality, relevance and
access, while also ensuring predictability and fiscal susatinability;

A more effective overall network of tertiary education provision and research;

A more integrated agency approach.
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CHAPTER 3: THE TERTIARY EDUCATION SYSTEM AND THE LABOUR
MARKET

81 A growing economy and a strong increase in demand for labour over recent years has
seen the New Zealand labour market tightening and levels of unemployment at a 20-year low.
This has affected both the demand for tertiary education and the type of tertiary education
required.

82 Until recently, expansion in the availability of jobs has been absorbed by rising
labour-market participation rates and higher levels of net migration. With low unemployment
and levels of net migration easing, however, the capacity of the labour market to increase
production through employing more people is now very limited. Labour shortages are at
historically high levels.

Relationship between demand for and supply of tertiary graduates
Labour-market outcomes

83 Census and survey data from Statistics New Zealand and enrolment data from the
Ministry of Education enable monitoring of students’ pathways through the tertiary education
system and their labour-market outcomes (such as post-study employment destinations and
growth in incomes). Through these data sources, it has been possible to explore the
relationships between tertiary education and employment.

84 The New Zealand data exhibit the relationship between people’s education
attainment, and their employment and income outcomes. Using formal educational
qualifications as a proxy for skills, it is possible to make inferences about the relationship
between the demand for skills and the supply of skills in the labour market.

85 In recent years, as a result of increasing participation in tertiary education, New
Zealand has experienced significant growth in tertiary graduates during a time of decreasing
unemployment.

86 The unemployment rates for all those looking for work have significantly decreased —
regardless of their level of qualifications. For example, Figure 3.1 shows that the gap between
the unemployment rate for those with vocational qualifications and those with degree-level
qualifications (which was significant in the early 1990s) had disappeared by 2004. The
unemployment rate for those with degrees or postgraduate qualifications, however, has been
more stable than for those with other qualifications and especially for those with no
qualifications.

87 Research shows that the demand for tertiary education graduates in New Zealand has
been maintained in the face of increasing supply. On average, the labour-market rates of
return for tertiary graduates have been relatively constant for all levels of qualification over
recent years (Maani, 1999; Penny, 2005). Other research (Dillingham, 2002) notes that real
incomes have been growing despite an increasing supply of graduates. This indicates a strong
relative demand for higher-skilled workers, and also a greater increase in demand for higher-
skilled workers compared with that for the lesser-skilled. Overall, this suggests a great deal of
upskilling in New Zealand recently.
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Figure 3.1: Unemployment rate of the population aged 15 years and over by highest
qualification 1991-2004
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Notes:

1. Sixth Form is the qualification for Year 12 school students — i.e. the second-to-last year of secondary school.
2. The figures are for the June quarter in each year.

Source: Statistics New Zealand, Household Labour Force Survey.

Figure 3.2: Median weekly income for population aged 15 years and over from all
sources by highest qualification 1997-2004
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Note: Data exclude investment income.
Source: Statistics New Zealand, New Zealand Income Survey.
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88 Relationships between incomes and particular characteristics of tertiary education
study are also evident.’ It has been found that, for example, five years after study:
®= The average annual income of university students (regardless of completion status)
was 1.1 times higher than the income of students from colleges of education, 1.4
times higher than those from institutes of technology and polytechnics (ITPs), 1.6
times higher than those from private training establishments (PTEs), and 1.9 times
higher than those from wananga;*
= The average annual income of graduates who successfully completed qualifications in
engineering and related technologies was the highest, followed by health and
education. The field of study with the lowest median income is food, hospitality and
personal services (which was only 54% of the income of those with engineering
qualifications); and
®* The median income of those who successfully completed their qualification was 1.4
times higher than those who left study without completing successfully.

89 The likelihood of someone receiving benefit assistance from the state is strongly
correlated with the type of tertiary education they have received. For example, the Ministry of
Education (20051) found that former students of ITPs are about twice as likely to receive a
benefit as former university students, in their first few years out of study. (See Figure 3.3.)

Figure 3.3: Income mix in 2000 of former students of universities and ITPs who last
studied in 1999, 1998 and 1997°
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Source: Statistics New Zealand, Integrated Dataset on Student Loan Scheme Borrowers.

90 This research also found that the labour market provides premiums for certain
competencies regardless of qualifications achieved. For example, Pasifika graduates with a

3 Source: Statistics New Zealand, Integrated Dataset on Student Loan Scheme Borrowers.

* The income of those who have studied at a particular type of TEO will usually vary between individuals; but the
incomes of graduates from colleges of education will be relatively uniform (most of these graduates will be
employed as teachers, who have a national pay-scale).

> Zero income includes those people not in the labour force. Given the size of the proportion it is reasonable to
speculate that a significant proportion of those with zero income are in reality overseas, and either have not
reported their non-residency or indeed are not regarded as non-resident for tax purposes.
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bachelors degree receive, on average, higher incomes than other ethnic groups three years
after completing.

The size of the supply of tertiary graduates in New Zealand

91 The majority of New Zealand’s graduates continue to come from the universities and
ITPs (28,428 and 36,182 respectively in 2003). While degree-level and postgraduate-level
graduate numbers have continued to grow steadily over the last six years, the recent upsurge
in tertiary enrolments at the lower levels of study has seen New Zealand’s supply of graduates
increase significantly between 1998 and 2003.°

92 Of the growth in the number of graduates in tertiary education institutions (TEIs)’
between 1998 and 2003, 96% was due to students completing certificate- or diploma-level
qualifications. This was largely because wananga and ITPs were extremely successful at
engaging significant numbers of first-time learners aged over 25 years who had never
attended tertiary education and who had achieved either low-level secondary school
qualifications or none at all.®

Table 3.1: Change in total qualification completions 1998-2003

Level | Universities | Polytechnics | Colleges of Education | Wananga | Private Training Establishments | All |
No. % No. % No. % No. % No. % No. %
Sub-degree -905 -15| 13,118 67 -884 -46 19,258 5,262 6,040 54| 37,036 96
Bachelor degree 577 4 759 27 1,432 128 84 75 54 21 446 2
Postgraduate 319 4 201 188 82 na 30 na -10 -27 -168 -2
All -232 -1 13,903 62 557 19 18,240 3,816 5,903 51| 35,031 51
Notes:

1. Completions data for the private sector are available only from 2000. Hence the figures presented for this sector
and for the total represent the change between 2000 and 2003.

2. 'na' indicates zero completions in 1998.

Source: Ministry of Education.

Evidence of current skill shortages

93 Department of Labour (DoL) data indicate that business and employer groups are
reporting continuing skill shortages across a wide variety of business and occupational areas.
The DoL’s role is to analyse the supply and demand factors that contribute to skill and labour
shortages. It monitors and analyses trends in job vacancies, and it undertakes intensive
employer surveys and special portfolio analyses to gain an in-depth understanding of
shortages in key occupations (both regionally and nationally).

94 The DoL recently investigated shortages in 10 professional occupations from a range
of industries including construction, electronics, information technology (IT), engineering,
and social services (Department of Labour, 2005). It was found that nine of these occupations
had shortages:
= Five (architects, civil engineers, electronic engineers, IT professionals, pharmacists)
had genuine skill shortages;
= Two (occupational therapists, registered nurses) had recruitment and retention
difficulties;
= Two (social workers, early childhood teachers) had both genuine skill shortages and
recruitment/retention difficulties; and

8 1t should be noted, however, that most of the growth in qualification completions between 1990 and 1996 was at
the bachelors degree level.

" TEIs are the public-sector providers of tertiary education.

¥ Private training establishments (PTEs) were also extremely successful at this — but PTEs are in the private sector
and so are not TEIs.
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= Only one occupation (dentists) did not have shortages.

95 Shortages in these 10 professional occupations were, however, less acute than in 16
trade occupations analysed by the DoL in 2004. All 16 trade occupations had shortages and
these are expected to persist, certainly in the short term (Department of Labour, 2005a). The
DoL found that, on balance, the growth in supply through training and migration does not
compensate for the loss of trades workers through retirement and occupational wastage and
the shortfall arising from the growth in demand for these workers.

Responding to labour-market demands

Setting the goals and priorities

96 The DoL provides the government with strategic advice and information on labour
market needs — and it provides key input into the design of the Tertiary Education Strategy
(TES).

97 The creation of the Tertiary Education Commission (TEC), whose primary function is
to implement the TES, has provided an agency that can link the needs of the labour market
with the provision of education and training.

98 Combining DoL data with that from other sources, the TEC is building the capability
to produce annual ‘portraits’ of tertiary education and training in New Zealand. These
portraits are designed to provide not only overviews of tertiary education and training funded
by the TEC, but also indicators of possible under- and over-supply in provision (Tertiary
Education Commission, 2005a).

99 The current TES articulates the requirement for tertiary education organisations
(TEOs)’ to achieve a greater match between their provision of tertiary education programmes
and:
= The requirements of employers and industries;
= Current skill needs at the national, regional and local level; and
®=  The need to equip all New Zealanders with the foundation skills they require for
employment.

100 These goals are effected through the Statement of Tertiary Education Priorities
(STEP), which seeks to balance the immediate short-term priorities of the tertiary education
system with the future medium-term requirements of the TES. The ‘skills’ theme of the
current STEP is ‘increasing the relevance of skills and knowledge to meet national goals’ —
which includes addressing the following priorities:

= Current and future workforce needs;

= Technical and trades skills;

= Education and health workforce needs;

= Language, literacy and numeracy across the adult population; and

= Research relevant to New Zealand’s economic and social priorities.

101 Another priority in the STEP is ‘quality information and analysis’. This seeks better
use of sector-wide information by TEOs and stakeholders in decision-making and planning —
for example, linking Career Services’ information with labour-market needs to help students,
TEOs and employers plan their learning and skills needs.

Achieving the goals and priorities

® TEOs comprise both the public-sector TEIs and the private-sector PTEs.
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102 Responses to the STEP occur independently of regulation. The TEC gives effect to
the STEP’s priorities through profile negotiations with the TEOs. These negotiations are
intended to inject regional and national perspectives into funding discussions.

103 At this point in the education reforms, high reliance is placed on the TEOs’
assessment of regional skill needs. Profile negotiations between TEOs and the TEC are not
yet systematically informed by sophisticated labour-market information, but this is expected
to be developed over time. The TEC has begun undertaking skill-shortage portfolio analyses
that will inform these areas of negotiation — the first of these are in the STEP priority areas of
health and teacher education.

104  Readily available evidence is therefore being used by the TEC to steer the sector
towards the STEP’s priorities. For example, significant government investment has been
made in:
®  Trades training (to reduce occupational shortages);
*  On-job training and workplace literacy'’ (to increase the productivity of those already
in employment);
= Generic skills, by lifting the general population’s level of education (to ensure
everyone has foundation level learning and is able to move up to higher levels of
learning); and
= Specialist skills, by identifying postgraduate programmes as areas of national
importance (see paragraph 109 below).

Relationships and collaboration

105 A fundamental and all-important principle of New Zealand’s recent tertiary education
reforms is that relationships and collaboration between TEOs, the business community and
the government are the key to effecting the priorities of the STEP.

106  The TEC’s steering instruments (charters and profiles) are designed to encourage
engagement between TEOs and their stakeholders — including the business community. At the
local and national level, individual TEOs are required to work closely with their region’s
businesses, professional associations, industry training organisations, and local authorities'' to
identify skill needs and respond to the future shape of the regional and national workforce.
Dialogue between the TEC and TEOs during charter and profile negotiations captures
information that informs the development of a regional and network map of provision.

107 A review of profiles for 2005 to 2007 shows that TEOs are building on their
relationships with industry and expanding on this activity. For example, universities are
focusing primarily on linkages through their professional teaching programmes; and most
ITPs are recognising linkages as a core part of their business. However, it is not clear how
well all parts of industry are being served, particularly those areas dominated by small
business (Ministry of Education 2005a).

108 The TEC also administers specialised funds designed to foster greater engagement
between TEOs and business, with the aim of meeting skill needs:

' The 1996 International Adult Literacy Survey (IALS) found that around 20% of adult New Zealanders had very
poor functional literacy skills.

" The Local Government Act 2002 ensures a link between local authority planning and tertiary education. A good
example of this is the Auckland Regional Economic Development Strategy (AREDS). AREDS is based on a
widespread partnership across the region's communities and its purpose is define a clear economic direction for the
Auckland region's future. All of the major TEOs in the greater Auckland region are partners in AREDS. One of its
projects, ‘Development of a skilled responsive labour force’, aims to develop skills strategies for particular
industries; TEC funding has been sought for it.
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The ITP Business Links Fund provides funding to build the capability of ITPs so
that they can establish and maintain effective working relationships with the business
sector. Examples of projects using this fund to increase the relevance of provision
have included secondments from industry (‘experts in residence’), student work
placements, and business involvement in course development.

The Partnerships for Excellence framework aims to increase private-sector
investment in tertiary education and thus foster better linkages between TEOs,
industry and business. For example, Massey University and Lincoln University, in
partnership with key agricultural groups, have undertaken a project to build human
capacity and capability in agriculture. The project is a response to the need (identified
by the agricultural industry) to provide the next generation of leaders who will take
New Zealand’s primary industries into a new phase of productivity improvement and
export-led growth.

The Innovation Development Fund includes the aim of helping TEOs align with
and deliver on the TES and national goals.

The Quality Reinvestment Programme supports ITPs and wananga in aligning their
certificate and diploma courses with the STEP and in building up a network of high-
quality and relevant provision that meets the needs of learners, employers, and their
communities.

The tertiary education sector also has an important role in particular labour-market

policy frameworks:

The TEC’s Growth and Innovation Pilot Initiatives (Growth Pilots) Fund helps
build the capability of TEOs to collaborate with business in the design, information
and communication sector, the technology sector, and the biotechnology sector. These
three sectors have been targeted as part of the government’s Growth and Innovation
Framework (GIF) to support the development of these sectors in their own right, and
to enhance the growth prospects across New Zealand’s wider economic base. For
example, ICT in Canterbury, which involves a consortium of TEOs and enterprises
from the Canterbury region, aims to identify the current and future skill demands of
the ICT (information, communications and technology) sector in Canterbury and
work to better align education provision, promotional efforts and industry aspirations.
The government’s Sector Engagement Framework aims to facilitate growth in key
clusters of non-GIF industries. The first initiative under this framework is a taskforce
for the food and beverages sector, which is one of the country’s fastest-growing
sectors and which needs a more skilled workforce to support the shift towards high-
value products.

Programme development

110

Mechanisms exist to influence TEO programme development so that students of

vocationally oriented qualifications acquire the skills relevant for the labour market:

Curriculum development is influenced by the objectives and priorities of the TES and
the STEP. For example, key work and life competencies are being built into specialist
and generalist teaching programmes at all levels in order to increase employers’,
professional bodies’ and students’ confidence in the quality and relevance of
qualifications (Ministry of Education, 2004c).

Curriculum development is influenced by relevant industrial and professional
communities. All courses leading to approved and accredited qualifications must have
stated aims, learning outcomes, nomenclature, content, and structure that are
acceptable to the relevant industries and professions (New Zealand Qualifications
Authority, 2005). Where a course is a recognised or required component of
professional registration, the professional body will have specific requirements
relating to its content and quality. To assure themselves on these matters, many of
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these professional bodies stipulate on-site monitoring and periodic review as
preconditions for such courses.

= Information on labour-market outcomes captured through graduate-destination
surveys can also influence course development in TEOs.

Provision of effective information and pathways

111 Effective information, advice and guidance on careers provides an important link
between education and the requirements of the labour market. The Crown agency Career
Services supports tertiary education by providing services designed to help students make
informed career choices. It also produces information on trends within the labour market and
within education, and works closely with industry, employment and education organisations.
A current initiative, Designing Careers, is piloting the concept of individual learning and
career plans for all Year 10 students, and for selected “at risk” students in Years 11 to 13."

112 Larger TEOs also offer specialised career-guidance to students — from the exploration
of career ideas and the career implications of subject choices, to details of specific jobs,
specialised postgraduate courses, employer profiles and job-searching techniques. Graduate-
destination surveys provide a valuable source of information for TEOs on labour-market
outcomes. Both the New Zealand Vice Chancellors’ Committee (NZVCC) and Institute of
Technology and Polytechnics New Zealand (ITPNZ) undertake periodic surveys of graduate
destinations for their member TEOs.

113 In addition, the government funds the National Secondary Tertiary Curriculum
Alignment Project to establish processes for curriculum alignment between secondary schools
and local ITPs in disciplines commonly taught under the ‘vocational’ umbrella. The intended
outcomes include improved student preparedness for tertiary study and more-informed career
choices. Better alignment may also help increase the presence of traditionally under-
represented groups in tertiary study.

Impact of international market for labour upon the tertiary education system

114  New Zealand, along with other developed countries, faces long-term risks to its
economy as a result of an ageing population, the increased demand for skills in the global
labour market, and specific skills shortages. These trends are resulting in high demands for
skilled workers, and an increase in their mobility (Department of Labour, 2002).

115 The interaction of the international labour market with education and training is
complex. Many immigrants bring with them high-level education and skills obtained at no
cost to New Zealand, while skilled emigrating New Zealanders use their publicly funded
training elsewhere.

116 Contrary to popular belief, research indicates that New Zealand experiences more of a
‘brain exchange’ than the often-talked-about ‘brain drain’ (Glass and Choy, 2001).
BImmigrants tend to be more skilled than emigrants, and more skilled than the general
population. Because the open trans-Tasman labour market makes it easy for New Zealanders
to work in Australia, New Zealand consistently loses citizens to its larger neighbour — but

12 Tn New Zealand, the first year at secondary school is normally Year 9; the final year is normally Year 13.
13 Student groups dispute the ‘brain exchange’ and claim that a ‘brain drain’ has been occurring.
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those who move to Australia are representative of New Zealand’s general population; they are
not just the highest skilled.

117 To help counter New Zealand’s skill shortages, a new Skilled Migrant Category was
introduced in 2003. This is an attempt to ensure the talents and skills of new migrants match
New Zealand’s opportunities, and places more control in New Zealand’s hands by allowing
the Immigration Service to invite only those migrants who have the most to offer.

118  While monitoring of skills shortages and analyses of skill needs is undertaken by
government agencies, there are limited policy levers for encouraging New Zealand citizens to
remain within the country or for attracting skilled immigrants — other than making the country
a more attractive place to work and live.

119 Several education policy initiatives have been designed to encourage New Zealand
graduands and top international students to stay in New Zealand:

= Interest-free student loans for borrowers who stay in New Zealand after they’ve
finished study;

= Bonded scholarships for undergraduate and postgraduate students who stay and
work in New Zealand post study (current scholarships are targeted at high
achievers, students from low socio-economic backgrounds, and specialised areas
such as teaching training);

= Post-doctoral fellowships for New Zealanders who have completed a period of
research overseas after completing their doctoral degree and who wish to be
employed in the New Zealand science, technology or engineering sectors;

= Financial incentives for repatriating New Zealand school teachers from overseas
to teach in areas of recognised shortage;

= Significant increases in the intern grants for doctor trainees;

= Other collaborative scholarships and fellowships that link TEOs and research
institutes with private companies and that expose students and post-doctoral
researchers to industrial and commercial environments (which creates research
and development benefits for businesses, and employment opportunities for the
participants);

= Recent policies that ease the costs of tuition for students by curbing the
escalation of tuition fees, increasing the numbers of students who are eligible for
student allowances, and amending the Student Loan Scheme to encourage
students to stay in New Zealand; and

= (Changes to New Zealand’s immigration student policy to allow (from July
2005) six-month work permits for international students who have the skills and
talent that New Zealand needs.
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CHAPTER 4: THE REGIONAL ROLE OF TERTIARY EDUCATION
Introduction

120 New Zealand has some four million people distributed through a country 1,600
kilometres in length. The country has a low population density. The consequence for tertiary
education of the dispersed population has been the evolution of an extensive national network
of provision by public tertiary education institutions (TEIs).

121 No new TEI has been created in the last 25 years, although there have been new
campuses in some regions. The development by Massey University of a campus at Albany
near Auckland is probably the biggest such development. Over the last 15 years, there have
been some redefinitions of institutions - rather than the creation of new institutions. For
instance, the three public wananga, which had previously existed but in a different legal form,
became TEIs. Lincoln College, one of the country’s oldest institutions, became Lincoln
University in 1990. More recently, the Auckland University of Technology was formed from
an institute of technology and polytechnic (ITP) of long-standing. There have been some
transfers of programme provision between existing TEIs but no total withdrawal of provision
from a region. More recently, TEIs in some of the regions have moved away from focusing
all of their provision on ‘home’ campuses; there has been a move to distributed access to
learning using flexible or e-enabled delivery. This approach to delivery has also enabled
some TElIs to deliver outside their previous regions.

122 Private training establishments (PTEs) have developed to complement the provision
of the public sector. PTEs have tended to be focussed on a particular locality'®, with a
relatively narrow qualification range. For a period, some PTEs competed with TEIs —
especially with ITPs. The specialised tuition range of PTEs, their use of technology and their
capital structure have often led to better cost structures than public providers. Computer
graphics and trades training are examples of areas of study where PTEs have succeeded and
now complement the pattern of provision offered by public TEIs. There are also some
alliances between TEIs and PTEs using sub-contracting arrangements to achieve
complementarity; for instance, Aoraki Polytechnic and Agribusiness Ltd have worked
together in agricultural training. To some extent, this sort of collaboration has been a response
to the low population density and the consequent need to deal with problems of scale of
provision.

123 The concept of a ‘network of provision’ has been thought of in the past as referring to
the offering of a core set of qualifications throughout the country, with significant provision
in provincial areas. More recently, as the tertiary education reforms have sharpened focus on
the connections between tertiary education organisations and their communities, the idea of a
network of provision has come to have elements of active partnership by institutions in
regional development.

Meaning of ‘Region’

124 In New Zealand, the term ‘regional’ means something different than in many
countries.

125 In general use, the word ‘region’ has tended to reflect the former provincial
government regions (although regional government was abolished in favour of a unitary
approach in 1876). Five of New Zealand’s eight universities, however, have their origins in
the period of the provincial governments. The South Island universities each received

!4 There are some exceptions to this general observation. For instance, the Bible College of New Zealand has
campuses in many towns, while some PTEs in fields such as design and tourism operate in several centres.
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significant land grants from provincial governments and this origin may have helped build
relationships between those institutions and their communities.

126 Until around 1990, governance for economic development in New Zealand was
relatively decentralised (Killerby et al, 2004). Since then, there has been a mix of bottom-up
and top-down initiatives which have increased the variety of meanings of the term ‘regional
government’. Nationally, there are some 74 territorial authorities (city or district councils
established under the Local Government Act). This total includes 16 regional councils, four
of which are unitary authorities — that is they are both city or district councils and regional
councils — while the other 12 co-exist alongside city or district councils and have
responsibility for such matters as environmental planning and management. Overlaying the
network of territorial authorities are 26 economic development regions established by the
Ministry of Economic Development over the last five years.

127  In the tertiary education sector, the word ‘regional’ has most often been used to
describe ITPs which are outside the main urban areas and are in regions with no universities.
That said, all TEIs have a local or regional role and linkages, a connection reinforced by the
expectation that TEI profiles will provide evidence of active engagement between the TEI and
its regional communities. Most TEIs also have multi-regional or supra-regional roles in some
specialisations or some qualifications. Thus, a small ITP such as Tai Poutini Polytechnic,
based in Greymouth, has campuses outside its region in Auckland and Christchurch, in
addition to having peripatetic courses such as scaffolding or rope-rigging which operate
around the country according to demand.

128 Lincoln University is located in a small village outside Christchurch but provides a
range of qualifications'> which attract students from around New Zealand. In addition,
international students accounted for 51% of Lincoln’s student load in 2004. Similarly, the
University of Otago has campuses in Auckland, Christchurch and Wellington, in addition to
its base in Dunedin. The University of Otago also makes some of its programmes available in
Invercargill. Massey University has the largest university network with significant campuses
in Palmerston North, Wellington and Auckland in addition to extensive distance delivery
capability. Te Wananga o Aotearoa has 11 campuses in the North Island and a total of 35
delivery sites across the country.

129  In fact, few TEIs have an exclusive focus on their home region. Only Northland
Polytechnic is currently focussed exclusively on its region, drawing some 75% of its students
from that area.

The Regional role of Universities

130  Over the last two decades, universities in New Zealand have worked at improving the
breadth and depth of their relationships with their regions. This trend has coincided with
increasing interest in regional development, particularly economic development, by the
regions. The increased interest in regional development is expressed both by local
government and by private regional organisations and industries. A key part of the regional
interest has been the development of technology commercialisation, technology transfer and
entrepreneurial support activities close to TEIs. For example, in Christchurch there is a
technology incubator unit'’, the Canterbury Innovation Incubator Ltd, owned by the
University of Canterbury, Lincoln University, Christchurch Polytechnic Institute of
Technology, Orion Ltd'” and the Canterbury Development Corporation.

'3 Particularly in natural resources.
16 Refer to: www.cii.co.nz/home.html
'7 An electricity lines company owned by the local authorities in the area.
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The commercialisation of the work of universities

131 The commercial development of the research of the universities is part of the move to
intensify the regional connections of the universities'®. Auckland UniServices Ltd, the
commercialisation, research and development and consulting arm of the University of
Auckland, generates annual revenues of $70 million (Auckland UniServices Ltd, 2005). It
employs over 500 staff and is the biggest organisation commercialising university research in
Australia or New Zealand. In 2004, UniServices was responsible for 40 patents and three
start-up companies.

132 Commercialisation often requires substantial investment. The freedom of TEIs to
make investments is prescribed in the Public Finance Act 2004 and the Education Act 1989.
Investment in commercial entities by TEIls is limited to educational purposes only. The
current legislative provisions allow TEIs to invest in public securities but are silent on
investment in private securities, equity (shares of companies) or other instruments such as
derivatives as part of intellectual property commercialisation activities. As a result,
institutions may seek other approaches to commercialisation - for instance, royalty
agreements.

133 TEIs have major controlling interests in some 90 registered companies (subsidiaries)
and trusts. Some of these subsidiaries are for educational purposes such as provision of
services to students whilst others have an educational as well as a commercial focus.
Commercial focus can include consulting work undertaken by staff for industry as well as
commercialisation of research and intellectual property.

134 The government’s Growth and Innovation Framework encourages those TEIs with
demonstrable levels of financial and commercial capability to engage in activities that are
likely to lead to a positive outcome for economic development and innovation.

135 Some universities such as the Universities of Auckland and Otago earn substantial
revenue through commercial activity. In 2004, the University of Auckland had research and
other income of almost $200 million and the University of Otago $130 million. As a
proportion of income the University of Otago and Lincoln University are the highest with
34% and 29% respectively.

Regional economic impact

136 The University of Auckland and the University of Otago regularly review the
economic impact of their activities on their regions. The University of Otago has its main
campus in Dunedin which has a population of some 110,000 people. Its 2004 review reports
(University of Otago Planning Support and Funding Office, 2005):
= Total enrolments of 17,500 equivalent full-time students (EFTS) including nearly
2,000 international students.
= 80% of first-year students came from outside the city of Dunedin, with some 68%
from beyond the Otago/Southland region. Around 40% of Otago’s students came
from the North Island. Some of the students come for specialist courses but many
because of the ‘brand’.
®  The university employed more than 3,000 full-time equivalent staff in 2004.
= There was a total economic impact of $1.1 billion. The University of Otago generated
a total value added to the economy of $550 million, and a direct value added of $300
million.

'8 There is more information on this topic in Chapter 5 of this report.
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137  The direct value-added indicator is seen by the university as the most accurate means
of representing the downstream impact of expenditure to the local economies in which it
operates. This direct value-add has been estimated as follows for the constituent campuses of
the University:
= $270 million for the Dunedin campus;
= $30 million for activities through the University’s other campus sites in Christchurch,
Wellington and Auckland.

138 The University of Otago is one of the largest employers in the South Island. It has
very firm ties to the Otago region and has entered into a number of joint ventures with the
Dunedin City Council, including for student accommodation and an entrepreneurial centre.

Regional role of institutes of technology and polytechnics (ITPs)

139 This section looks at the ten ITPs that meet the definition of ‘regional ITPs’" set out

in paragraph 127 above. Half of the ten are in regions with stable or negative population
growth at the time of the last census. Nine of the ten regions had population growth below the

national average.

Figure 4.1: Population growth 2000 - 2004: ITP regions
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Source: Statistics New Zealand.

140 The demographic trends in these provincial areas are putting pressure on the ability of
many institutions to maintain viable programme sizes. Those trends have also encouraged
provision outside of the home region as a way of maintaining income. The geographic size of
some of the regions with the most severe population decline is also encouraging increasing
use of alternative delivery. One form of alternative delivery is the use of e-learning and
related technologies while other forms include responding to community requests for
particular provision. This is often the case with Maori communities which invite a TEI to
provide training at a venue provided by the community and to a group of students recruited by
the community. Northland Polytechnic, the Christchurch College of Education and the
wananga all operate versions of this approach. Another approach is for TEIs to arrange course
delivery where an industry needs it.

' The ten are: Northland Polytechnic, Bay of Plenty Polytechnic, Waiariki Polytechnic, Tairawhiti Polytechnic,
Eastern Institute of Technology, Western Institute of Technology, Aoraki Polytechnic, Nelson Marlborough
Institute of Technology, Tai Poutini Polytechnic and Southern Institute of Technology.
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141 The same sample of ITPs used for the population growth graph in Figure 4.1 above
have been analysed to indicate the spread of fields of study. The labour markets in the regions
where these ITPs are located are small and therefore much of the delivery is national and
generic rather than regional. As a result, fields such as business and arts together account for
31% of the enrolments. The biggest single area of activity was, however, ‘community
education’ which is generally of low educational level and is focussed on community needs.

Figure 4.2: Distribution of enrolments by field of study: regional I'TPs
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142 Some regional ITPs have run into significant problems of financial viability and in
two cases, closure has followed. The government’s powers> have helped facilitate both the
closures and the continuation of provision in these regions. Thus, the Palmerston North-based
ITP UCOL took over provision in the Wairarapa following the closure of the Wairarapa
Polytechnic and also in Wanganui following the closure of the Wanganui Community
Regional Polytechnic.

Regional economic impact

143 The Southern Institute of Technology (SIT) has commissioned two economic impact
reports over recent years. Located in Invercargill, SIT is a community-based regional
institution that relies heavily on community support. In 2001, SIT launched a zero-fees
scheme. In the first two years of this scheme, the shortfall in the institution’s revenue was
made up by a grant from a community trust.

144 The implementation of the zero-fees scheme is an example of a co-operative
partnership between a community and its local TEI leading to economic development.

145 An analysis by an independent economic consultancy (Infometrics Consulting, 2000)
before the scheme’s launch in 2001 predicted an extra $11.5 million in additional business
turnover and a $6.7 million increase in Invercargill’s gross domestic product (GDP). A
follow-up analysis in August 2002 (Infometrics Consulting, 2002) showed there was an extra
$25 million in additional business turnover and a $13.9 million increase in the city’s GDP for
the year. This study estimated that there were nearly 2,500 students at SIT because of zero
fees (1,500 from outside Invercargill). The net benefit for city businesses in 2001 was $22.4

% Government does not “own” TEISs in a direct legal sense. It does, however, have title to many of the assets. It
assumes the liabilities and assets of disestablished institutions and in these two cases transferred them to the
merged insititution.
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million. The return on community funding for the scheme was more than $5 for every $1 put
into it, compared with the forecast $2 for every $1 estimated for 2001. This was followed by
a rise in employment of up 266 full-time equivalent staff positions in 2001. Within Southland,
SIT is widely seen as being a key part of the region’s economic renaissance.

146  Economic impact assessment is, inevitably, limited in its scope. The gains in social
capital and social wellbeing are harder to ascertain. In addition, the SIT reports do not provide
evidence of the quality and mutuality of stakeholder engagement.

147  Using the sample of regional ITPs as in paragraph 139 above, the alignment of
individual ITPs with regional development priorities varied. Agriculture/primary industry is
the dominant industry cluster in all ten regions, The demand for training is limited, however,
so that many ITPs do not deliver agriculture or horticulture qualifications. Fishing is in a
similar position.

148 The demographic breakdown of the ten regions varied significantly. All the South
Island regions analysed had a high proportion of people with European ethnicity and they had
a slightly older population. They all sourced a significant proportion of their students from the
North Island. The North Island ITPs, by contrast, sourced a greater proportion of their
students from their ‘home’ regions or nearby areas.

149 As with the universities cited, the regional impact of ITPs is becoming more diffuse.
Interestingly all but one of the ten ITPs had multiple campuses. In addition, five have
campuses (or significant collaborations with PTEs) outside their ‘local’ region.

The Reforms - Charters and Profiles, the Tertiary Education Commission and Strategic
Development Funding

150  For the last 15 years, all TEIs have been required to have charters. Since the 2002/03
tertiary education reforms, the charter specification has changed, with charters now
expressing the broad strategic goals of tertiary education organisations and articulating how
those goals are aligned to the tertiary education strategy. Complementing charters are profiles
that identify how the organisation is intending to achieve those charter goals over the next
three years. These documents invariably make reference to meeting the needs of regions.
They often use words like ‘responsiveness’. ITPs in particular, often include reference to
plans to work with communities and employers. Profiles must outline how the organisation
will engage with its communities of interest. Although the relevant communities of interest
will vary between organisations, the government expects that they will include industry,
Maori and Pasifika peoples while also reflecting the character and role of different types of
TEOs.

151 Charters and profiles have required tertiary institutions to engage with their
communities to determine strategic priorities and direction. The intention is to provide some
right for stakeholders to be involved in such key issues. All publicly-funded tertiary education
organisations are required to report on the consultation process adopted. Practice has varied,
however and there have been some difficulties in universities in particular determining their
communities.

152 The establishment in 2003 of the Tertiary Education Commission (TEC) was
intended to increase the level and quality of engagement with stakeholders and hence,
regions. In particular, the TEC has the responsibility for managing the charter and profile
approval process and thus, for encouraging more meaningful engagement with stakeholders
and regions.
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A range of strategic incentive-based funding initiatives was introduced as part of the

reforms. Most of these have a regional development slant. They include the following:

The Innovation and Development Fund (IDF)

The IDF provides seed funding for proposals for innovative developments in
teaching, learning or other aspects of the education offered by tertiary education
organisations (TEOs). It seeks to lift TEOs’ ability to improve the operation of the
tertiary education system and to increase their alignment with the tertiary education
strategy. The IDF has funded such projects as the alignment of secondary school and
ITP curricula and a project to upskill the wood manufacturing workforce. Many of the
projects funded have a substantial regional dimansion.”

The Growth and Innovation Pilot Initiatives (Growth Pilots)

The Growth Pilots help to build the capability of TEOs to underpin the development
of the government’s Growth and Innovation Framework’s focus industry sectors.
These focus sectors include biotechnology, design, and information and
communication technology. These sectors are seen as offering the potential to
improve the growth prospects of New Zealand’s wider economic base. The intention
of the Growth Pilots is for TEOs to work with businesses to design an approach that
will best suit their specific circumstances and capability requirements. Nineteen
Growth Pilots have been funded.” Examples include:

o Building a skilled and responsive ICT workforce for Auckland (led by
Auckland University of Technology, in association with the Auckland
Regional Economic Development Strategy);

Design-led futures (led by Victoria University of Wellington);
Entrepreneurship, leadership and economic growth for the animal health
biotechnology industry (led by Massey University).
The e-Learning Collaborative development Fund (eCDF)
This initiative provides seed funding for the development of e-learning partnerships.
An example is the establishment of a Centre for Maori Innovation and Development
by the University of Auckland, and Auckland University of Technology.
Partnerships for Excellence (P4X)
P4X provides funding for major capital projects in TEls that have active private
sector involvement. The expectation is that the government’s contribution will be
matched on a dollar for dollar basis by the private sector partners. An example is the
University of Auckland’s business cshool development. This framework aims to
increase private sector investment in tertiary education and thus foster better linkages
between tertiary education institutions, industry and business. An example is the
Agriculture and Life Sciences Partnership for Excellence, a collaboration between
Massey and Lincoln Universities and key agricultural industry groups. The project
will build human capacity and capability in agriculture in a way that integrates the
research and educational activities of the universities with the requirements of
industry.”
ITP Business Links Fund
The ITP Business Links Fund, announced in the 2004 Budget, provides funding for
ITPs to support their plans for building relationships with businesses in their
regions.**
Quality Reinvestment Fund
In July 2005, in response to concerns about the extent of growth in some areas of
certificate and diploma provision, the government introduced measures aimed at

21 A list of recent IDF approvals can be found at: www.tec. govt.nz/funding/strategic/idf/successful_applicants.htm
22 For a list of the Growth Pilot projects funded to date, see:

http://www.tec.govt.nz/funding/strategic/growthpilot/successful applicants.htm

23 Other P4X approvals are set out at: www.tec.govt.nz/funding/strategic/p4excellence/successful-applicants.htm

2 For a summary of the characteristics of projects funded, refer to Tertiary Education Commission (2005c)
Summary of 2005 Funded Projects: The Institutes of Technology and Polytechnics (ITP) Business Links Fund
available at: www.tec.govt.nz/downloads/a2z_publications/summary-of-2005-funded-projects.doc
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improving the quality, relevance and value for money of certificate and diploma level
provision. The purpose of these changes is to reposition the mix of certificate and
diploma level provision to improve its alignment with the Statement of Tertiary
Education Priorities 2005/07 to reflect the needs of learners. The package of changes
reduces expenditure in some areas of certificate and diploma education from 2006
and reinvests money in a number of areas including $200 million over five years
through a programme of reinvestment. The fund is largely focused on the wananga
and the ITPs. The details of its operation are still being developed.

154  These funds are too new to provide much empirical evidence of regional partnerships
producing specific outcomes. Indeed, this lack of data is a more general issue in documenting
regional partnerships (Lincoln University, 2003).

155 An Australian report explored the issue of the need for university engagement with
regions for creative development. It defined 'good practice' engagement as:

“ ...being a relationship involving mutual learning and knowledge exchange,

where roles and expectations coincide, and which addresses objectives that

are important both locally and institutionally” (Garlick and Pryor, 2002).

156  As in Australia, New Zealand regions and their TEIs are moving towards that goal at
different speeds, largely determined by regional awareness and leadership. The various
central funds which have been created recently to assist progress are providing some
assistance.
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CHAPTER 5: THE ROLE OF TERTIARY EDUCATION IN RESEARCH AND
INNOVATION

157  The advancement of knowledge through research is a core function of the tertiary
education system. Tertiary education organisations (TEOs) play a key role in furthering
research and innovation in New Zealand, and the tertiary education sector is responsible for
the largest share of the country’s research output.® It also undertakes significant research
focused on adapting, transferring and exploiting domestic and international knowledge and
technology.

158  In addition, the sector is responsible for most of the training in research — developing
advanced research skills for those entering work as well as producing graduates with skills,
knowledge and attributes that enable them to contribute to research and innovation in New
Zealand.

Tertiary education’s contribution to research and innovation

159  The Education Act 1989, which sets out the statutory framework for all tertiary
education in New Zealand, states that teaching at degree level and above is to be shaped and
informed by research and that universities are to have a major role as providers of research
across a wide range of disciplines. The Act describes degrees as ‘primarily taught by those
active in research’.®® It also includes in its characterisation of universities, that °...their
research and teaching are closely interdependent ... their teaching is done by people who are
active in advancing knowledge ... [and] they meet international standards of research’.?’

160  When the Tertiary Education Advisory Commission (2001) suggested a relaxation of
the Act’s requirement that degrees be taught primarily by those active in research, the
government declined to act on that recommendation. It essentially reaffirmed its view that
there is a necessary connection between research and degree teaching, and that being taught
by those active in research is a means of enhancing the quality of teaching at higher levels.

161  The great majority of the research completed by TEOs in New Zealand is done in the
universities — most of it in the seven older universities.”® The universities account for around
98% of the research income earned by the tertiary education institutions (TEIs),”” and they
