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Date: 18 March 2019 Report No: T2019/481 

File Number: SH-4 

Action Sought 

 Action Sought Deadline 

Minister of Finance  

(Hon Grant Robertson) 

Discuss the details of this report with the 
Minister of Education at your bilateral on 
20 March 2019 

5pm Wednesday 20 March 

Contact for Telephone Discussion (if required) 

Name Position Telephone 1st Contact 

Claire Turner Analyst, Education and 
Population Agencies  

 
(wk) 

N/A 
(mob) 

 

Andrew Rutledge Manager, Skills, Enterprise 
and Employment 

 
(wk) 

 
(mob) 

 

Actions for the Minister’s Office Staff (if required) 

Return the signed report to Treasury. 
 

Note any 
feedback on 
the quality of 
the report 

 

 

Enclosure: Yes (attached) 
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Treasury Report: Budget 2019 Bilateral with the Minister of Education 

Executive Summary 

This report provides you with information and suggested discussion points for your Budget 
bilateral discussion with Hon Chris Hipkins, Minister of Education, at 5pm on 20 March 2019. 

On 15 February, the Minister of Education provided a 
 Education Budget package. We understand that the Minister is revising 

this package and will want to discuss this new package. We have received a working draft of 
the revised package (the draft Education package).

 

The draft Education package sets out the key bids the Minister has prioritised for Budget 
funding. The table below comments on specific bids in the draft Education package and the 
comparable funding in the Budget packages provided to Cabinet committees in the week of 
4 March (the current Budget packages). Suggested discussion points for the meeting are 
provided in Annex 1, and a full outline of the differences between the draft Education 
package and the current Budget packages is provided in Annex 2. 

Bids for discussion Comment  

Cost adjustments and Donations 
There is evidence to support funding increases for ECE, 
Schooling. Investment in the Donations bid should be 
considered against an increase for Schooling.  

Reform of Vocational Education 
The funding set aside in both packages will not cover all of the 
costs; costs will need to be managed and prioritised. Estimates 
of actual costs of this programme will be available mid-2019.  

School Property Programme 

The draft Education package includes  for this 
programme. We support investment of this level. The current 
Budget packages include a lower level of funding in order to 
keep capital investments manageable across government. 

Teacher Supply Package 
The draft Education package includes  more for this bid 
than the current Budget packages. We do not consider there is 
a case for high levels of investment. 

Prioritisation (savings) 
The Minister may propose further ring-fencing prioritisation 
initiatives to offset the costs of Education investment. We do 
not recommend ring-fencing these savings. 
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Recommended Action 

We recommend that you: 
 
a note the contents of this report 

 
b note the information in Annexes 1 and 2 to support your bilateral discussion with the 

Minister of Education. 
 
 
 
 
 
 
 
 
Andrew Rutledge 
Manager, Education and Population Agencies 
Manager, Skills, Enterprise and Employment 
 
 
 
 
 
 
 
 
 
 
 
Hon Grant Robertson 
Minister of Finance 
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Treasury Report: Budget 2019 Bilateral with the Minister of Education 

Purpose of Report 

1. This report provides you with background information and advice for your Budget 
bilateral discussion with the Minister of Education at 5:00 pm on Wednesday 20 
March. 

2. This report covers the following information: 

• a summary of the Minister’s Budget priorities 

• background and suggested discussion points on initiatives  

• an update on Education prioritisation initiatives. 

Education Portfolio and Budget 2019 

3. The Education portfolio covers three Votes: Education, Tertiary Education and 
Education Review Office (ERO) with 2018/19 baseline funding of $12.3 billion, 
$3.4 billion and $30 million, respectively. Votes Education and Tertiary Education have 
historically received around 15-25% and 1-4%, respectively; of the total operating 
allowance each Budget. Vote ERO infrequently receives new Budget funding. (Refer 
T2018/3033 for more background on Education funding). 

4. Vote Education received  in Budget 2018 (  of the Operating 
Allowance). The bulk of this funding ( ) was for Vote Education demand 
forecast changes and a contingency for teacher and principal bargaining.  

5. In 2018, Cabinet also agreed to three Budget 2019 pre-commitments for Education 
totalling  operating over the forecast period and $145 million capital.1  

6. This Budget, the Education portfolio submitted a substantial number of bids which, 
including pre-commitments, seek  the total operating allowance.2 This level of 
funding is indicative of the cost pressures facing the sector as well as the ambitious 
Education Work Programme. Figure 1 summarises the Education bids submitted for 
consideration in Budget 2019, and how this compares with the current Budget 
packages. The percentages included in the Figure show the percentage sought from 
the total operating allowance. 

                                                
1  The pre-commitments are Learning Support Coordinators ($217m operating and $95m capital), 

 and a concessionary loan to Unitec ($50m capital). 
2  The total operating allowance referenced in this paper is $2.4 billion per annum, i.e. the operating allowance before 

current pre-commitments are taken into account. 

[38][38]
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The Minister’s Budget Priorities for Education 

The Minister of Education is working on an updated draft Education package that sets 
out his priorities for the Budget. We expect this will be the focus of your discussion. 

7. On 15 February, the Minister of Education provided your office with a hypothetical 
 Education Budget package ( ). We 

understand that the Minister of Education is revising down this package and will want 
to discuss the revised package at the bilateral. We have received a working draft of the 
revised package, “the draft Education package”. Annex 2 compares the draft 
Education package with the funding in the Budget packages provided to Cabinet 
committees in the week of 4 March, “the current Budget packages”. 

8. The draft Education package totals almost  operating over the forecast 
period ( ). This total counts all Education pre-
commitments and a contingency for the Reform of Vocational Education (RoVE). The 
total excludes a  bid for Holidays Act compliance that the Minister 
considers should be counted outside of the Education package. We support funding 
this non-discretionary cost pressure bid in full this Budget. 

9. Alongside addressing non-discretionary Education cost pressures, the Minister is 
prioritising: 

• departmental capability bids 

• cost adjustments for ECE, Schooling and Tertiary Education sectors 

• tertiary education funding, in particular for the RoVE 

•  [38]
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10. Other bids in the draft Education package that may be discussed are: 

• a School Property 10 Year Programme 

• a Teacher Supply package  

•  

• Additional funding for schools in lieu of parental donations. 

11. 
  

12. The following section provides context and discussion points for the bids in 
paragraphs 9-11, in the order of priority listed above. A set of discussion points for the 
meeting is included as Annex 1. 

Context and Discussion Points on Specific Education Bids 

Departmental capability  

The Ministry of Education will need additional capability resource, however the amount 
sought for capability bids likely exceeds what the Ministry could manage; prioritisation will be 
important. 

13. A number of Education bids, or components of those bids, seek departmental funding. 
We agree that the Ministry will need additional resource. However, because of the 
volume and complexity of Education bids, it has been difficult to get a full view of the 
total resources the Ministry is seeking. We recommend that prioritisation of the 
Education work programme may be an effective way to manage upcoming capability 
pressures. Given the scale of departmental resource being sought across Government 
this Budget, it is likely the Ministry would also have difficulty attracting and employing 
the level of resource they are seeking in what is an already tight labour market.      

14. 

15. We also recommend discussing the Ministry’s Education Infrastructure Service (EIS) 
capability bid with the Minister, in the context of wider Education capability bid 
priorities. The EIS departmental bid was triaged from the Budget process in January, 
but currently remains in the draft Education package. We consider there are risks of 
delivery delays to current and future School Property Growth initiatives, should this 
area of the Ministry not receive funding this Budget. Operating baselines for this part of 
the Ministry will drop  in 2019/20 unless funding is 
reprioritised from across the Ministry.   

Cost adjustments for Education sectors 

We consider there is sufficient evidence to support across the board increases for ECE and 
schooling. We recommend that any investment in schools’ operational grants is considered 
alongside investment in the Donations bid.  

[33]
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16. The Minister of Education submitted and prioritised bids that aim to address funding 
adequacy in the Education sector by providing across the board increases to funding.  

Cost adjustments and the Donations bid 

17. We have supported  in the schooling and ECE sectors as, on 
balance, there is sufficient evidence that some schools and ECE services are under 
financial pressure, and this may affect the quality of educational provision. However, it 
is difficult to determine the scale of pressure these sectors are facing and therefore an 
adequate level of funding increase.  

18. The Donations bid aims to direct funding to schools serving communities who may be 
less able to make financial contributions to their schools; reduce pressure on parents 
to pay voluntary donations; and improve funding adequacy for all schools. We do not 
support the Donations bid as we consider that: 

• the bid is not well targeted to the school communities most in need, likely uptake 
is unknown, and separate legal bodies associated with schools will still have the 
ability to request donations 

• any unlawful pressure placed on parents to donate to their school could be more 
efficiently addressed through increased monitoring and enforcement of 
compliance with the Education Act 

• a cost adjustment for schools may be a more efficient means to addressing 
funding adequacy issues. 

19. We recommend that Ministers consider any investment in cost adjustments for schools 
alongside the Donations bid as both provide increases to schools’ operational funding. 
The draft Education package includes 1.74% increases for both ECE and schooling. It 

 or a combination of both the donations bid and a cost adjustment for schools, 
would represent a substantial increase in schools’ operational funding in the absence 
of evidence of actual levels of need. 

20. We do not support the 1.74% increase to tertiary education tuition and training 
subsidies that it is in the draft Education package. While we are aware of the pressure 
that the Institutes of Technology and Polytechnics (ITP) sector is under, this is being 
considered through the RoVE. There is a range of work underway on the funding 
mechanisms for the tertiary education sector; therefore, we do not think it is the right 
time to increase funding across the board.   
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22. 

Reform of Vocational Education 

23. The draft Education package includes  operating over the forecast period 
for Vote Tertiary Education. Of this package, we support  This includes 
the funding for the Reform of Vocational Education (RoVE) and 

  

24. We have been informed that we will not receive estimates of the costs required for the 
RoVE programme until mid-2019. However, the Ministry has advised that the 
$197 million tagged contingency will only cover costs related to the New Zealand 
Institute of Skills and Technology (NZIST). This will include establishment, transition 
and integration costs as well as capability funding for the Tertiary Education 
Commission. 

 The Minister of Education will seek significant further 
funding for the reform, including funding to 

  

25. Should Ministers decide to set aside funding for RoVE, any drawdown of this funding 
will need to be subject to Cabinet’s agreement to the final policy recommendations in 
mid-2019. 

School Property 10 year programme 

26. We consider that investment in this bid should be considered in the context of wider 
requests for significant capital investment across Government this Budget. The funding 
included in the draft Education package for the School Property 10 year programme 

 is similar to the funding level of funding supported by the Treasury. 
However, the current Budget packages includes a lower amount of funding for this 
programme ( ), in order to keep capital investments affordable across 
government.  

27. The multi-year capital allowance enables Cabinet to make longer-term funding 
decisions in Budget, but requires careful prioritisation and sequencing of funding 
commitments to ensure affordability and achievability. For the Ministry of Education, 
moving to a longer term funding approach may enable more efficient and effective 
planning and procurement to expand the school property network.   

                                                
3  

[38]

[38]
[38]

[38]

[33]

[33]
[33]

[33]
[33]

[33]

[33]

[33]

[33]



T2019/481 : Treasury Report: Budget 2019 Bilateral with the Minister of Education Page 9 

Teacher Supply package 

There is a  difference in the amount of funding included in the current Budget 
packages for Teacher Supply initiatives compared to the draft Education package. 

28. We do not consider there is a case for high levels of investment in teacher supply 
initiatives this Budget. Based on evidence from the Ministry’s Teacher Demand and 
Supply Planning Tool and recent investment in the area, we consider that $17.3 million 
over two years will be adequate to fill the cumulative shortfall of 460 secondary 
teachers identified by the Tool. In October 2018, reprioritisation of around $10 million 
provided sufficient funding to fill approximately 820 teacher vacancies for the 
beginning of the 2019 school year. This Budget, we are recommending almost double 
the level of funding for around half the number of vacancies.  

29. Additional funding should be considered after the completion of the Education 
Workforce Strategy, scheduled for September 2019. By then, the Demand and Supply 
Tool will be further developed; the efficacy of past investment in teacher supply 
initiatives (which has totalled $50 million since Budget 2017) will have been evaluated, 
and the impact that salary bargaining and changes such as the introduction of 
Learning Support Coordinators, has on attrition and retention may be clearer. 

[33]
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Prioritisation (Savings) Initiatives Update 

35. The Minister of Education identified  for prioritisation, across seven Vote 
Education initiatives and seven Vote Tertiary initiatives. This represents 0.92% of total 
appropriations in scope for the prioritisation exercise. As shown in Figure 2, over two-
thirds of prioritisation initiatives were related to underspends. We support $500 million 
of the Education prioritisation initiatives submitted.

Figure 2: Breakdown of submitted Education prioritisation initiatives, $million 

 

36. Included in the above totals is $95 million recently identified due to the expiry of 
recovery exemption for Canterbury Tertiary Education Institutes in 2018. We 
understand that the Minister of Education may be proposing to use this funding to 
offset the draft Education package. We do not recommend further ring-fencing of 
prioritisation initiatives for Education priorities as this prevents Budget Ministers from 
considering how this funding should be used across the Budget package to meet the 
Government’s priorities.  
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Annex 1: Suggested Discussion Topics and Questions 

Priorities within the Education portfolio (p. 5) 

• The draft Education package, in combination with Education Budget 2019 pre-
commitments, totals . It 
is unlikely that Education will be able to receive all of this funding this Budget.  

 
• Please provide an overview of the updated Education package. How has this 

package changed since the previous package provided on 15 February? 
 

• What are your top priorities for new investment in the Education portfolio? Are 
there any initiatives you recommend deferring or scaling further? 

 
Discussion of specific bids 

Departmental Capability bids (p. 6) 

• Given the scale of departmental resource being sought across government, it 
may be difficult for the Ministry to secure the level of additional staffing sought 
through this Budget.  
 

• What areas of the Education Work Programme or business groups at the 
Ministry are your highest priority? 

 
• What opportunities are there for better prioritisation and sequencing to deliver 

the Education Work Programme from within current baselines? 
 

Cost adjustments and the Donations bid (pp. 6-7) 

• Your draft Education package includes an almost  for schools’ 
operational funding through the Cost Adjustment for Schools and Donations bids.  
 

• What are your preferences for scaling, targeting or deferring either of these bids?  
 

Reform of Vocational Education (RoVE) (p. 8) 

• Given that the $197 million operating tagged contingency will only cover some of 
the NZIST costs of the reform programme, what implications does this have for 
the timing of the proposed changes to Industry Training Organisations?  

 

[33]
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Prioritisation (savings) initiatives (p. 10) 

• As previously agreed, the Fees-free underspend prioritisation initiative can be 
used to offset the costs of the Reform of Vocational Education contingency.  
 

• However, I do not consider further ring-fencing of prioritisation initiatives to offset 
Education initiatives is appropriate.  

 
• Prioritisation funding should be used across the Budget packages to meet the 

Government’s priorities. 
 

[33]
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Note: Grey rows indicated triaged bids. Bold text indicates key points to note in discussion. 

Title 
Draft Education 

package ($m total) 
Current Budget 

packages ($m total) Comment 
Opex Capex Opex Capex 

C
om

m
itt

ed
 F

un
di

ng
 Early Learning and Schooling – Meeting Increased Demand 296.281 - 296.281 - Non-discretionary cost pressure 

Learning Support Coordinator Role 217.284 95.000 217.284 95.000 Pre-commitment 

Crown Support for Unitec Institute of Technology - 50.000 - 50.000 Pre-commitment 

In
 th

e 
dr

af
t E

du
ca

tio
n 

pa
ck

ag
e 

Costing Adjustment for Schools’ Operational Grant and ECE Centres  228.465 - 191.256 - The draft Education package includes 1.74% cost adjustments. The current Budget packages provides funding 
for a  adjustment for schools and a . 

Increasing Tertiary Education Tuition Training and Subsidies 127.432 - TBC - The draft Education package provides funding for a 1.74% cost adjustment. 

Contingency: Reform of Vocational Education 197.132 - 197.132 - -  

Strengthening Te Reo Māori Provision and Māori Educational 
Achievement   The current Budget packages provides scaled funding for Te Hurihanganui and Mana Whānau.  

Improving the Quality and Resilience of the Education System  16.864 - - 
 

Learning Support Critical Cost Pressures  The draft Education package and current Budget packages provide similar levels but prioritise different 
components. *The opex vs capex treatment has been updated since the current Budget packages. 

Increasing Learning Support Funding in Line with Population Growth  - The current Budget package provides scaled funding to cover three years of population growth increases to 
learning support funding, and removes funding to avoid duplication with other bids. 

Learning Support Systems Improvements - 3.276 - The draft Education package provides ) and 
Gifted Learners bids. The current Budget packages provide scaled funding . 

Pay Equity Settlement and Programme Costs  

Payroll Legislative Compliance Projects  - 2.600 - The draft Education package funds this bid in full whereas the current Budget package removes funding for a 
contingency to meet future legislative change. 

Comprehensive Reform of School Property  - - 

School Property 10 Year Programme  The Treasury supports a similar level of funding to that in the draft Education package.
   

Christchurch School Rebuild (CSR) Programme The draft Education package includes funding for one additional year of the CSR programme.  
. 

Providing Education Infrastructure Service with Sustainable Funding   - - - We consider there are risks of delivery delays to current and future School Property Growth initiatives 
if this bid is not funded. This bid was triaged.  

Improving and Accelerating Education Outcomes for Pacific Learners  - 13.720 - The draft Education package includes funding for seven Pasifika Education initiatives. The current Budget 
packages include funding for: Tapasā, Pasifika PowerUp and DMIC.  

NCEA Fees Free and Cost Pressures  49.000 - - - This bid was triaged. 

NCEA Online: Transforming Assessment for Learners - This bid was triaged.  

Teacher Supply  - We do not consider there is evidence to support the level of investment included in the draft Education 
package.  

School Leavers’ Toolkit 3.500 - - - We consider this bid out of scope for Budget 2019. 

Home-based ECE review – Support for Educators to become Qualified  

Additional Funding for Schools in Lieu of Parental Donations  416.616 - 85.058 - We do not recommend funding this bid as well as a schools cost adjustment. The draft Education 
package includes the full donations bid. The current Budget package includes targeted funding. 

M
in

is
te

rs
 n

ex
t 

hi
gh

es
t p

rio
rit

y 

Data for Wellbeing We consider this bid has high potential wellbeing impacts and should be funded this Budget. This bid 
will provide a much needed data and analytics capability for Education. 

Schools Energy Efficiency Package - - - 

Pr
op

os
ed

 d
ef

er
re

d 
O

ut
si

de
 E

du
ca

tio
n 

al
lo

ca
tio

n 

Sensitive-Historic claims of abuse 6.145 - - - This bid was triaged. 

Holidays Act compliance 
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