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Monday 1 November Meeting with the Minister of Education:
Apprenticeship Boost Initiative and Education Budget Package
You are meeting with the Minister of Education on Monday 1 November to discuss
additional funding for the Apprenticeship Boost Initiative (ABI) and the Education
Budget package. This aide-mémoire provides advice and talking points on:
•

Additional funding options for the $175 million ABI shortfall;

•

Treatment of the $85 million structural underspend in Fees Free Payments;

•

The Budget 2022 Education Package, including Manifesto Commitments.

Apprenticeship Boost Initiative
Background
The ABI provides wage subsidies to employers of apprentices in their first or second
year of training and was funded in 2020 as a COVID-19 Response and Recovery Fund
(CRRF) initiative [CAB-20-MIN-0280 refers]. The ABI is expected to run through to 4
August 2022 [CAB-21-MIN-0061 refers] but would require additional funding of $175
million to do so as demand, particularly for first year apprentices, has exceeded
forecasts.
A draft Cabinet paper from the Ministry of Education (MoE) sought $175 million from
Budget 2022 allowances as a precommitment. We understand that your office provided
feedback that this shortfall should be met within baseline funding, including Fees Free
underspends, rather than being funded as a Budget 2022 precommitment.
There are potential options for funding the ABI shortfall from baselines
MoE has since explored options for reprioritisation and has concluded that expected
Vote Tertiary Education underspends in 2021/22 and 2022/23 will need to be prioritised
to fund increased demand for tertiary education and Targeted Training and
Apprenticeship Fund (TTAF) commitments in 2022, where enrolments continue to be
exceptionally high.1
MoE has identified a structural Fees Free underspend of around $85 million per annum
and has proposed to convert Fees Free Payments from 2023/24 onwards to a demand
driven appropriation to mitigate this issue. However, considering the unexpected ABI
shortfall, MoE now believes that Ministers could bring forward some of these future
underspends from 2023/24 onwards to manage it instead.
1 The Tertiary Education Commission (TEC) currently forecasts a deficit of $57m in 2021 due to high enrolments and
will be significantly reducing its balance sheet unless it receives reprioritised funds.
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As ABI is funded through Vote Social Development, the Ministry of Social Development
is also exploring reprioritisation options from that Vote to contribute to this new cost.
We understand that there may be up to $38 million in projected Flexi-wage
underspends available for reprioritisation.
Treasury’s preference is for the structural Fees Free underspend in 2023/24
onwards to be eliminated through conversion to a demand driven appropriation
Fees Free underspends have been frequently used as a funding source for pressures
in tertiary education, including demand pressures and student hardship support.
However, from a fiscal management perspective, Treasury has been cautious about
this. Other Votes without a structural underspend must reprioritise or seek new Crown
funding for additional pressures. Delaying the conversion to a demand driven
appropriation would only continue this behaviour.
As Fees Free is an entitlement, reprioritising unrealised Fees Free underspends from
2023/24 onwards introduces the risk of new funding being required if there is a spike in
demand during those years. As such, Treasury would not support using these
underspends to fund the ABI shortfall.
In the circumstances, Treasury’s preferred option is to fund the ABI shortfall
from Budget 2022 as a precommitment
Given it appears that reprioritisation alone cannot meet the $175 million shortfall, we
would recommend funding the remainder from Budget 2022 as a precommitment. This
would allow Ministers to make informed trade-offs between funding this shortfall and
other fiscal pressures. To ensure that the ABI remains an ongoing priority, it should
also be counted against the initial $3 billion operating expenditure envelope provided
for education initiatives in Budget 2022.
[33]

Education Budget Package
In his budget submission letter, the Minister of Education identified 74 budget initiatives
totalling [38]
total operating funding and [33]
in total capital
funding for Votes Education and Tertiary Education. The three largest areas of
proposed investment are [38]
, Tertiary Education [33]
and
Schooling [33]
You recently requested the Minister of Education submit an Education envelope of [33]
over the forecast period, [38]
The envelope total is intended to
drive prioritisation only and does not currently represent a fiscally manageable amount.

Manifesto Commitments
In general, you have choices around the management of Manifesto Commitment
initiatives (timing, scale, scope). You may therefore wish to discuss the prioritisation of
Manifesto Commitments with Minister Hipkins. We have provided the following
information to support that discussion.
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of the 74 initiatives Minister Hipkins has proposed are Manifesto initiatives. They
total [33]
operating (22% of [38]
sought) and [33]
capital (9%
of [33]

[33]

[34]

[33]
[38]
[33]
[33]
[33]

[33]
[33]
[33]
[33]

[33]
[38]
[38]
[33]
[38]
[33]
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Talking Points
Apprenticeship Boost Initiative Funding
•
Minister Hipkins is seeking an additional $175 million to fund a shortfall in the
Apprenticeship Boost Initiative, [33]
You may wish to ask him:
-

What evidence there is of the efficacy of the programme;

-

Whether ABI is one of his top priorities for additional tertiary investment;

-

To include a robust programme evaluation alongside possible targeting
options as part of the eventual Budget 2022 bid to extend the ABI.

Budget Package
•

Minister Hipkins proposed 74 education initiatives totalling [38]
operating funding. You invited him to submit a package of [33]

[38]

You may wish to discuss with him:
-

What his priorities are regarding
can be deferred or scaled;

-

The initiatives which have already received significant funding in recent
Budgets or the CRRF and the relative urgency of additional funding;

-

Which initiatives are implementation ready and feasible given market
constraints and wider pressures on the Ministry and education sector;

-

The extent to which initiatives would have a direct positive impact on the
wellbeing or educational outcomes of ākonga.

[33]

manifesto initiatives and which

Ramon Quitales, Graduate Analyst, Communities Learning and Work, [39]
Gwen Rashbrooke, Manager, Communities Learning and Work, [39]
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