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Purpose of report 

The purpose of this paper is for you to: 

• Feed back on proposals and draft agenda at your pre-Cabinet meeting on Monday 6 
November, to inform materials for your Wednesday 8 November meeting with 
Ministers 

• Confirm decisions needed for your 13 November Cabinet paper on meeting tertiary 
education 100 day commitments 

• Forward to the Ministers of Finance, Social Development, and Revenue, and 
Associate Minister of Education Hon Tracey Martin for their consideration. 

 

Summary 

1 This paper provides information requested by you and the Ministers of Finance, Social 
Development, and Revenue, and Associate Minister of Education Hon Tracey Martin, 
to make decisions on Government’s tertiary education 100 day commitments. 
 

2 Decisions about the extra $50 for student allowances should be reflected in your 13 
November Cabinet paper to ensure that this change can be in place for 1 January 
2018. To support confirmation of in-principle decisions, we have identified that: 

a. Keeping the current income thresholds for student allowances would mean that: 

i. All current allowance recipients would receive $50 more (depending on their 
tax code). Any recipients gaining eligibility as a result of slower abatement 
would receive up to $50 and be able to access further support and the rest of 
the $50 living cost increase through loans.  

Proa
cti

ve
ly 

rel
ea

se
d



ii. More people with higher incomes would receive allowances. For example, the 
point at which parental income would entirely abate payments would lift from 
$91,850 to $102,247 per annum.  

b. Existing mechanisms will limit the impact of potential incentives for people not 
committed or ill-equipped to succeed in study to move from benefit and into 
tertiary education to access higher rates of support. These mechanisms include 
performance test requirements for loans and allowances and incentives on 
providers. There may be opportunities to strengthen mechanisms and we will 
monitor the impact of the change. 

 
3 We have already provided some early advice to support decisions needed about 

eligibility for fees-free study, and are working to supply the further advice Ministers 
requested. This information will be provided to you in coming days, and some high-
level decisions may be included in your 13 November Cabinet paper.  
 

4 Draft versions of an agenda for your 8 November meeting with your ministerial 
colleagues, and of your 13 November Cabinet paper, are attached. We seek your 
feedback on these materials at your 6 November pre-Cabinet meeting, and will reflect 
changes in any updates required in advance of your 8 November meeting. 
 

5 Note that, given time constraints, agencies have not had the opportunity to fully review 
this advice and the attached Cabinet paper and may seek further changes. 
 

Recommended Actions  

The Ministry of Education recommends you: 

a. confirm that, to allow for finalisation of your 13 November Cabinet paper: 

i. The income thresholds for student allowances should remain the same 

Agree / Disagree 

ii. The extra $50 for student allowance recipients should be delivered by an increase 
to student allowance base rates, with monitoring of impacts for the benefit system 

Agree / Disagree 

b. agree that Cabinet agreement to some high-level decisions about eligibility for fees-
 free education will also be sought through your 13 November Cabinet paper, including 
 any decisions on information coming to support these decisions in coming days 

Agree / Disagree 

c. forward this paper to the Ministers of Finance, Social Development, and Revenue, 
 and Associate Minister of Education (Hon Martin) for decisions on the questions above. 
 
 
 
 
 
Claire Douglas Hon Chris Hipkins 
Deputy Secretary Minister of Education 
Graduate Achievement, Vocations and Careers 
 
__/__/____ __/__/____
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Background 

1. You, the Ministers of Finance, Social Development and Revenue, and the Associate 
Minister of Education, Hon Tracey Martin, agreed on 1 November to some broad 
design choices to deliver the Government’s manifesto commitments to: 

• implement the first stage of the Government’s fees-free tertiary education policy 

• increase student allowances and living cost loans by $50 a week. 
 

2. This paper provides the further information requested by Ministers to support decisions 
on the $50 loan and allowance increase, and advises on progress for further advice 
sought to finalise eligibility decisions for fees-free education. 
 

3. For increases to student allowances and living costs loans, two decisions are needed 
to support finalisation of your 13 November Cabinet paper. This is because these 
decisions must be made by mid-November to enable implementation by 1 January 
2018. The questions and Ministers’ 1 November response to them are set out below. 
 

Question Interim 
response Information requested 

Should the income threshold 
for student allowances 
remain the same after the 
$50 increase? 

Yes in 
principle, 
subject to 
further 
information 

An explanation of the personal, 
partner, and parental income 
thresholds, how abatement operates 
in relation to these thresholds, and 
what the changes will mean for 
students. 

Are you comfortable with 
proceeding with student 
allowance increases through 
base rate change, given the 
impacts on the benefit 
system? 

Yes in 
principle, 
subject to 
further 
information 

Information about existing and 
potential opportunities to mitigate the 
incentive effects of higher student 
allowance rates on people who would 
otherwise receive benefit but may not 
be committed to succeed in study. 

 
4. We also consider that it may be possible to seek agreement to high-level eligibility 

requirements for fees-free study through your 13 November Cabinet paper, although 
these decisions could be deferred if desired. Ministers sought further information to 
inform decisions on eligibility at your 1 November meeting (see table below). We are 
working to provide this information in the coming days.  

 
Question Information requested 

Should all domestic students eligible for 
tuition subsidies be able to access fees-
free education, or only students eligible to 
receive student loans for fees? 

Further information on the difference 
between these groups, particularly in 
relation to part-time learners. 

Will students who have undertaken small 
amounts of prior study remain eligible for 
fees-free education? 

Further information on potential criteria for 
a threshold on the amount of prior study 
permitted. 

Should the maximum value of a free year 
be equivalent to 1 EFTS or a higher rate? 

Further information about proportion of 
students undertaking more than 1 EFTS of 
study and the impact of setting limits at or 
above 1 EFTS. 

Should there be a maximum fee value for 
free fees? 

Further advice on level and impact of a 
maximum limit, for 2018 and outyears. 
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Question Information requested 

Should the fees-free entitlement apply to 
a student’s first eligible study and not be 
banked for future use? 

Further advice on impacts for scholarship 
recipients. 
Note that this item requires further 
information and analysis. 

 

Agenda for 8 November Ministerial meeting 

5. A draft agenda for Wednesday’s Ministerial subgroup meeting is attached. As well as 
an update on eligibility, engagement and impacts and costings, we propose the next 
Ministerial meeting focus on: 

a. Confirming any outstanding decisions for the 13 November Cabinet paper on the 
$50 increase commitment. This Cabinet paper is critical to meet IT system 
deadlines for the 1 January increase to student loan and allowance rates. 

b. An initial briefing on delivery channel options, to foreshadow decisions at the 
following week’s meeting. 

 
6. The forward agenda we propose is: 

a. 15 November: confirming preferred delivery channels, briefing on costs and 
impacts 

b. 22 November: discussion and feedback on Cabinet proposals and engagement. 

Information to support decisions on the $50 increase 

Leaving student allowance income thresholds the same would mean more students will 
access more student allowance support as a result of the $50 change 
 
7. Student support includes parental and personal (or household) income thresholds and 

abatement rules. The $50 increase will mean that people with higher incomes receive 
some student allowance, and that others currently receiving an abated allowance 
receive a $50 increase to their rate. This change will increase the income cut-out points 
where abated allowances reach $0. The major income thresholds are: 

a. Parental income thresholds for students aged under 24.  

b. Personal income thresholds for students and their partners.  
 
8. Students receiving an abated allowance can borrow the difference between their 

allowance payment and the student loan living costs limit. This means that all students 
receiving abated allowances below the new living costs limit of $228.81 could receive 
up to that amount to a mix of loan and allowance assistance, and therefore would still 
see a $50 in-the-hand increase. 
 

9. There may be a small number of people for whom extra assistance through student 
support may mean they receive less support from other sources – for example, 
supplementary income-tested assistance available through the benefit system, and 
Working for Families. We are working to identify these impacts, but expect them to be 
limited. 
 

10. We do not have detailed information about the likely number of new student allowance 
recipients as a result of these changes. This is because we do not hold information 
about income or eligibility for those who do not receive student allowance currently. 
We are working to develop our understanding of the potential impact of changes, 
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but under $892.60, a lower rate of student allowance is paid. In any week where 
income is $892.70 gross or higher, there is no entitlement to student allowance. 

Existing performance safeguards will help to mitigate the risk of beneficiaries moving 
into the system without being committed to study, and can be improved 
 
18. There is a risk that introducing higher rates of support for student allowance recipients 

may mean that more people enter study in order to access support when they are not 
committed to their study, or capable of succeeding in study.  
 

19. However, the lower rates of accommodation and other support that are currently in the 
student support system significantly lower this risk, except in the case of sole parents 
who currently receive the same accommodation support in both systems. This risk may 
change if accommodation benefit was increased in the future to more closely reflect 
the benefit system. Note that there are plans to increase accommodation benefit by 
$20 in 2018 as part of the Families Package. 
 

20. There are other existing system performance safeguards that would help to mitigate 
this risk if it should eventuate, although these have limitations. These are: 

a. Providers are held to account for the performance of students. This includes 
through Education Performance Indicators (EPIs) that measure providers’ 
educational performance, funding consequences for performance through 
capped funding and the investment planning process, and greater transparency 
of student outcomes that will affect a provider’s public reputation. Taken together, 
these mechanisms ensure that providers have incentives to ensure that the 
students they enrol are capable and supported to succeed in tertiary education. 

b. There are strong processes to ensure quality of provision. The New Zealand 
Qualifications Authority operates External Evaluation and Review that looks at the 
performance and quality of providers and the outcomes they achieve. Universities 
New Zealand reviews university performance. Alongside this, the Tertiary 
Education Commission (TEC) is developing information products to support 
providers to better understand and improve performance. 

c. Students are held to account for their performance in order to remain 
eligible for both loans and allowances. Performance tests require students to 
pass at least half of their courses over a 1 or 1.6 EFTS course load (1 EFTS for 
student allowance, 1.6 for loans). A student who does not meet these 
performance requirements will lose access to support either until their 
performance improves or, for student loans, until five years have passed.  

d. Providers are required as a condition on funding to report course 
withdrawals to StudyLink within 5 working days. This enables loan and 
allowance payments to be cancelled as soon as possible should a student initially 
enrol in study they are ill-equipped for and from which they subsequently 
withdraw. 

 
21. We consider that these safeguards provide a useful starting point to manage risks that 

people will access tertiary education but not succeed in their study. However, some of 
these safeguards do not get applied until at least the second year of a student’s study. 
There are opportunities to further improve these safeguards, including: 

a. TEC can continue to support providers to better understand and improve their 
performance, and identify further opportunities over time. 

b. The Ministries of Education and Social Development can work together to 
reconsider the performance tests and how they can be best support the new fees-
free environment, given that Government has indicated its intention to only extend 
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future years of free study to students who are successful in their studies. Current 
monitoring of the performance tests is risk-based. Changing the monitoring and 
enforcement of this policy may target support better for the future.  

c. Through monitoring of the impact of the $50 change. We propose to monitor the 
implementation of the change to identify any perverse effects. We would report 
back on the outcomes of monitoring after the first year of the policy. 

 
22. However, other risks of making this change will remain. In particular, adding an extra 

$50 through student allowance base rates will increase the cost of impact of aligning 
levels of support available through the student support and benefit systems, should 
this be desired. 
 

23. This risk cannot be readily mitigated unless Government chose to instead deliver the 
increase through the accommodation benefit provided to students.  

 

Initial information to support decisions on eligibility for fees-free study 

24. Given the time available to provide further information to support decision-making, we 
have focused on providing the information required for your most time-bound choices 
– that is, choices about the $50 increase, where parameters must be agreed by mid-
November. 
 

25. We also consider that it may be possible to seek agreement to the eligibility criteria for 
fees-free study through your 13 November Cabinet paper, but these decisions may be 
deferred if Ministers prefer to present a full package of fees-free changes.  
 

26. You and the Ministers of Finance, Social Development, and Revenue, and the 
Associate Minister of Education Hon Tracey Martin sought further information to inform 
your choices about eligibility for the 13 November Cabinet paper. We are working to 
provide this information and will supply it to you to share with your Ministerial 
colleagues in coming days. 

 

Financial implications 

27. Agencies are working to develop costings and impacts. Policy and implementation costs 
will depend on some of the policy choices made. Treasury is providing ongoing review 
of the costing methods and assumptions. 
 

28. Current costing approaches do not include the potential for behavioural change. We 
propose to report back on costs. 

 
29. The $50 increase will require regulatory impact analysis as changes to student 

allowance rates require regulatory change. We are engaging on the analysis required, 
and Treasury has issued guidance for process in relation to 100 day manifesto 
commitments. Ideally this analysis should sit alongside the 13 November Cabinet paper, 
but given tight timeframes we consider that it is more feasible to run this process 
alongside future advice for Cabinet on the consequential changes required to 
regulations. 

Proa
cti

ve
ly 

rel
ea

se
d



 

Annexes 

Annex 1: Draft agenda for 8 November meeting with the Ministers of Finance, Social 
  Development, and Revenue, and Associate Minister of Education Hon Tracey 
  Martin. 
 
Annex 2: Draft Cabinet paper – Initial decisions to support making tertiary education and 
  training affordable for all. 
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Annex 1:  Draft agenda for your 8 November Ministers meeting 
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Annex 2:  Draft Cabinet paper – Initial decisions to support making tertiary 
  education and training affordable for all 
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