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15 February 2007 
 
 
Minister of Finance 
Minister of Revenue 
 
 

BTR tax credit design package: Skills training tax credits 

Executive summary 

This report makes recommendations on the detailed design of a skills training tax credit should you 
wish to proceed with that initiative.  
 
The objective of the skills training tax credit would be to strengthen the incentives for employers to 
invest in the skills and productivity of their employees, through formal training that leads to 
recognised qualifications.  Based on feedback received from Ministers, we have designed a tax 
credit that is not targeted to specific sectors, particular types of firms, skill sets or employees. 
 
Eligible training 
 
We recommend that the definition of “eligible training” be restricted to training that leads to credits 
at or below level 6 on the National Qualifications Framework (NQF).  The definition allows 
employers to choose relevant credits across various diplomas and certificates on the NQF.  
Targeting the tax credit at or below level 6 on the NQF focuses the credit on lower to mid-level 
staff and excludes all degree and above level training.   
 
The NQF is a national database of qualifications designed to provide consistent, nationally 
recognised standards and qualifications.  The standards and qualifications are developed by 
recognised standard-setting bodies (generally Industry Training Organisations) in partnership with 
industry providers and are quality assured by the New Zealand Qualifications Authority. 
 
We do not support a wider definition to cover qualifications that are not on the NQF, but which 
meet some defined criteria and are recognised international or industry standards because of the 
difficulties in legislating a definition that provides the required level of certainty for employees and 
protects the New Zealand tax base. 
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Who could qualify for the tax credit? 
 
The tax credit would be available to all employers who invest in the training of their employees.  
This would include companies, unincorporated trading entities, government departments, schools 
and charities.  However, it would apply only when a genuine employment relationship exists – 
when a person is paid more than a nominal salary, wage or allowance relating to their employment.   
 
The tax credit would not apply when there is no separate relationship between the person incurring 
the training expenditure and the person undertaking the training.  By definition, this would exclude 
the self-employed, shareholder-employees and partners.  However, if these individuals have 
employees they would be eligible for the tax credit in respect of those employees. 
 
Eligible expenditure 
 
The tax credit would apply only to direct training expenditure that is deductible for taxation 
purposes.  Direct training expenditure would be limited to: 
 
• tuition and course fees; 
• payments for external instructors, industry training organisations, assessment specialists and in-

house trainers; 
• purchase price of training materials, including supplies, textbooks and manuals;  
• attributable costs of training facilities, equipment or other assets required for training; 
• direct payments associated with training linked to the NQF; and 
• travel and accommodation calculated using standard costs. 
 
Eligible expenditure would not include wages or salaries paid to employees while they participate in 
training (or wages and salaries paid to backfill their positions while they are training). 
 
Employers would be required to apportion expenses to determine the correct amount of “direct 
training expenditure”.  Where an invoice did not separate out expenditure there would be an 
obligation on training institutions to ensure that the apportionment was reasonable. 
 
Employers would not receive the tax credit if they require their employees to reimburse or pay for 
the cost of the training directly or indirectly through the use of forfeiture of annual leave or other 
compensable time. 
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Recommended action 

We recommend that, if you decide to proceed with the introduction of the skills training tax credit, 
you: 
 
a) Agree that “eligible training” be defined as training that leads to credits on the National 

Qualifications Framework. 
 

Agreed/not agreed       Agreed/not agreed 
 

 
b) Agree that the tax credit be restricted to education and training at or below level 6 on the NQF 

(excluding degree/level education and training). 
 

Agreed/not agreed       Agreed/not agreed 
 
 
c) Agree that the tax credit apply to all employers who invest in the training of their employers, 

regardless of industry or size.  This would mean companies, unincorporated trading entities, 
government departments, schools and charities would be eligible for the tax credit. 

 
Agreed/not agreed       Agreed/not agreed 

 
 
d) Agree that the tax credit apply to all employees, regardless of whether they are New Zealand 

citizens, permanent residents or working part time. 
 

Agreed/not        Agreed/not agreed 
 
 
e) Agree that the tax credit apply only where a genuine employment relationship exists, when a 

person is paid more than a nominal salary, wage or allowance relating to their employment.  
This would exclude benefits paid by the Ministry of Social Development. 

 
Agreed/not agreed       Agreed/not agreed 

 
 
f) Agree that the tax credit apply only where there is a separate relationship between the person 

incurring the training expenditure and the person undertaking the training.  This would exclude 
the self-employed, shareholder-employees and partners in a partnership. 

 
Agree/not agreed       Agreed/not agreed 
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g) Agree that the tax credit apply only to direct training expenditure.  Expenditure would be 
limited to:  

 
• tuition and course fees; 
• payments for external instructors, industry training organisations, assessment specialists 

and in-house trainers; 
• purchase price of training material, including supplies textbooks and manuals; 
• attributable costs of training facilities, equipment or other assets required for training; 
• any direct payments associated with training linked to the NQF; and 
• travel and accommodation calculated using standard costs. 

 
Agree/not agreed       Agreed/not agreed 

 
 
h) Agree that the tax credit would not apply if an employee is required to reimburse employers for 

the cost of their training, either directly or indirectly through the use of forfeiture of salary, 
annual leave or other compensable time 

 
Agreed/not agreed       Agreed/not agreed 

 
 
 
 
 

[information deleted in order to protect the privacy  Emma Grigg 
of natural persons, including deceased people]  Policy Manager 
for Secretary to the Treasury  Inland Revenue  

 
 
 
 
 

Hon Dr Michael Cullen  Hon Peter Dunne 
 Minister of Finance  Minister of Revenue 
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Background 

1. The Business Tax Review discussion document presented targeted tax credits as an option of 
encouraging investment in research and development (R&D), skills training and export market 
development.  The objective of the tax credits would be to enhance productivity and boost New 
Zealand’s international competitiveness. 
  
2. As instructed by Ministers, we have been working on the detailed design of the targeted tax 
credits that are being considered as part of the Business Tax Review.  This report outlines the 
detailed design of a skills training tax credit. 
 
3. The detailed design has been prepared based on the basis of feedback received from Ministers 
in relation to the policy objective of the tax credit.  Ministers have indicated that: 
 
• The objective of the tax credit is to strengthen the incentives for employers to invest in the skills 

and productivity of their employees, through formal training that leads to recognised 
qualifications.   

 
• The tax credit should focus on training that leads towards nationally recognised qualifications 

that demonstrate transferable skills (rather than firm-specific skills). 
 
• There should be no restrictions on the particular skills or subject areas of training that would be 

eligible for the credit. 
 
4. An issues paper was released in November 2006 for public consultation on the specific design 
features of the tax credit.  The paper asked for feedback on the possible definition of “eligible 
training” and what eligibility criteria and eligible expenditure should be. 

Definition of “eligible training” 

5. The issues paper suggested that the definition of “eligible training” should be restricted to 
training that leads to qualifications on the National Qualifications Framework (NQF) and be 
targeted to training at or below level 4 on the NQF.  The paper also suggested that the definition 
could be extended to cover qualifications that are not on the NQF, but which meet some defined 
criteria and are recognised international or industry standards.   
 
6. Following further work and consultation, we now recommend that the definition be restricted 
to training that leads to credits at or below level 6 on the NQF.  We do not support the wider 
definition to cover qualifications that are not on the NQF, but which meet some defined criteria and 
are recognised international or industry standards, for the reasons discussed below.  For an 
overview of the NQF refer to Appendix 1. 
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Credits vs qualifications on the NQF 
 
7. The issues paper referred to training that “leads to qualifications on the NQF”.  However, as 
discussed above, we now recommend that the definition refer to training that leads to credits on the 
NQF as opposed to whole qualifications.  Under this revised definition of “eligible training” 
employers would be able to claim the tax credit when they pay for their employees to undertake 
training that leads to any credit (at or below level 6) on the NQF.  This would enable employers to 
choose relevant credits across various diplomas and certificates on the NQF.   
 
8. The definition of “eligible training” would not be linked to the completion of any credit 
because of the compliance and administration required to enforce it.  For example, if the tax credit 
was linked to the completion of a credit there might be situations where the credit would have to be 
clawed back.  This is because the amount of the tax credit is determined when the eligible 
expenditure has been incurred, as opposed to when the eligible training has been completed.   
 
9. If the definition of “eligible training” referred to qualifications on the NQF as opposed to 
credits there would be nothing to prevent employers from enrolling employees in various 
qualifications to gain access to particular credits.  Linking the definition of “eligible training” to 
qualifications would not guarantee the completion of a qualification by an employee.   
 
10. The Tertiary Education Commission (TEC) supports the original definition of “eligible 
training” included in the issues paper. Its strong preference is to align eligibility for the tax credit 
with the current industry training funding requirements.  Currently, industry training funding is 
restricted to trainees who are registered in training packages leading to a single qualification.  
Student component funding is not currently subject to this restriction; however, this is under review.  
The TEC believe that enabling employers to “pick and mix” from the NQF would not be consistent 
with the intent of the tertiary funding criteria, which is to invest in medium to longer term human 
capability.   
 
11.  We do not share TEC’s  concern.  In our view, an alignment of the definition with the current 
funding criteria would increase administrative and compliance costs and would be more difficult to 
incorporate into current tax legislation.  For example, the current funding criteria may change in the 
future and would have a direct impact on any legislated tax credit. 
 
Wide definition of “eligible training” 
 
12. We do not support the use of a wide definition of “eligible training.”  One of the main reasons 
we originally considered the wider definition was because the NQF was not complete in its 
coverage.  Some sectors of the economy have limited coverage by Industry Training Organisations 
(ITO) and by NQF qualifications.  There is also a lot of in-house training currently undertaken by 
employers that is also not linked to the NQF.  However, following further work and consultation 
with interested bodies, we have been unable to define a workable legislative definition that provides 
the required level of certainty for employers and protects the New Zealand tax base.  This is 
primarily because of the difficulties involved in defining such training so as to include only robust, 
quality-assured qualifications. 
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13. The other options we considered, which were not included in the issues paper, in relation to 
the definition of “eligible training” are outlined in Appendix 2.     
 
Targeting at a particular level on the NQF 
 
14. Ministers have earlier agreed that focusing on particular levels of training is the preferred 
approach to targeting the tax credit.   
 
15. Ten levels of education and training are defined on the NQF.  Levels 1 to 3 cover education at 
the senior secondary and basic training certificates.  Levels 3 to 4 cover most vocational trade, 
technical and business qualifications.  Levels 5 and 6 include the more advanced and technical 
training for sub-degree level certificates and diplomas.  Levels 7 to 10 cover undergraduate to 
postgraduate degree level education. 
 
16. The issues paper suggested that the tax credit be targeted to training at or below level 4 on the 
NQF.  Following further work and consultation, we now recommend that the definition be extended 
to training at or below level 6 on the NQF.   
 
17. Courses at level 5 and 6 on the NQF include diplomas and some more advanced level national 
certificates.  There is currently limited use of NQF level 5 and 6 qualifications, either by ITOs or by 
polytechnics.  Extending the tax credit to training at or below level 6 on the NQF would be 
consistent with the current tertiary education strategy, which is seeking an expansion in this area, 
with economic growth policies and with trends in industry training demand from employers.  The 
tax credit would still be focused on the lower to mid-level staff and would exclude all degree and 
above level training.  
 
18. The unconstrained fiscal costs (assuming a 15% credit rate) of the tax credit, based on eligible 
training at or below level 4 and 6 on the NQF, are as follows: 
 
Eligible training at or below level 4 on the NQF 
 

Fiscal cost ($m) 
2008/09 2009/10 2010/11 2011/12 2012/13 

21 24 27 30 34 
 
Eligible training at or below level 6 on the NQF 
 

Fiscal cost ($m) 
2008/09 2009/10 2010/11 2011/12 2012/13 

24 28 32 36 40 
 
19. Extending the level would be a taxpayer-friendly initiative in response to the numerous 
submissions received and would not have a significant impact on the fiscal cost of the tax credit. 
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Summary of submissions 
 
20. Most of the submissions received supported the definition of “eligible training” being linked 
to the NQF as the starting point.  However, many criticised the narrow scope of the NQF and 
supported the wider definition of “training” outlined in the issues paper.   
 
21. Submissions were also very supportive of extending the targeting of the tax credit to any level 
of training on the NQF. 
 
 

Who would qualify for the skills training tax credit? 

22. The issues paper suggested that the eligibility criteria be as inclusive as possible, taking into 
account the variety of businesses and sectors that invest in the training of their employees.  The 
criteria should be easily understood and, when applied, they should not impose unnecessary 
compliance and administrative costs on employers. 
 
23. We still recommend that the tax credit be available to all employers who invest in the training 
of their employees.   
 
“Employer” 
 
24. An additional legislative definition is not required because “employer” is currently defined in 
the Income Tax Act to include a person who pays or is liable to pay a source deduction payment.1   
 
25. Given the policy objective of the tax credit, a narrow definition of “employer” limited by 
either size, industry or an “in business test” is not favoured.  As a result, companies, unincorporated 
trading entities, government departments, schools and charities would be eligible for the tax credit.   
 
“Employee” 
 
26. An additional legislative definition is also not required because “employee” is currently 
defined in the Income Tax Act to mean a person who receives or is entitled to receive a source 
deduction payment.   
 
27. In our earlier reports to Ministers we discussed the possible use of a narrow definition of 
“employee” restricted by one or more of the following options: 
 
• hours or work – some jurisdictions require the eligible employee to average at least 35 hours of 

work per week; and 
 
• citizenship and/or permanent residence status. 
 
 

                                                 
1 A source deduction payment is defined in the Income Tax Act to include a payment by way of salary or wages, an extra pay, or a withholding 
payment. 
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28. We do not recommend a narrow definition of “employee.”  Making the tax credit available to 
all employees, irrespective of their citizenship or residence status, would be consistent with industry 
training funding criteria, minimise compliance costs and recognise that many employees on 
temporary permits proceed to become residents. 
 
“Source deduction payments” 
 
29. The definition of a “source deduction payment” includes the following amounts: 
 
• an accident compensation payment; 
• an education grant; 
• an income-tested benefit, which includes the domestic purposes, emergency, independent youth, 

invalids’, sickness, unemployment and widows’ benefits; 
• a living alone payment; 
• a New Zealand superannuation payment; 
• a parental leave payment; 
• a pension; and 
• a veteran’s pension. 
 
30. As a result, any preceding benefits paid by the Ministry of Social Development (MSD) would, 
prima facie, be eligible for the tax credit.  This is because a beneficiary receiving an unemployment 
benefit via Work and Income New Zealand would meet the statutory definition of an “employee” 
and vice versa, enabling MSD to claim the tax credit.   
 
31. The tax credit should apply only when a genuine employment relationship exists – when a 
person is paid a salary, wages or allowances relating to their employment. Therefore such persons 
would be excluded from being eligible for the tax credit. 
 
Consequences of eligibility criteria 
 
Self-employed 
 
32. A direct consequence of the preceding eligibility criteria is that the self-employed2 would not 
be eligible for the credit since they do not make source deduction payments to themselves.  
However, if the self-employed have employees they would be eligible for the tax credit in respect of 
those employees.   
 
33. The self-employed are entitled to claim a deduction for training expenditure they incur on 
behalf of themselves provided the general deductibility provisions contained in the Income Tax Act 
are met.  By allowing the self-employed access to the tax credit there is a risk that others may 
classify themselves as self-employed to gain access to the tax credit and claim expenditure for their 
own personal education and training.  By restricting the definition to employer and employee there 
would be a separate relationship between the person incurring the training expenditure and the 
person undertaking the training.  For these reasons we do not recommend extending the eligibility  
 
 
 
 

                                                 
2 The self-employed would include independent contractors and sole traders 
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criteria to include the self-employed.  This is consistent with provisions in similar schemes 
operating overseas, and with the policy rationale for government support when employers cannot be 
assured of capturing the future productivity gains from investment in training for employees who 
may move to other jobs. 
 
34. However, a simple way for the self-employed to structure themselves so that they would 
become eligible for the tax credit would be to establish a company and become a shareholder-
employee or establish a partnership.  If we exclude the self-employed from being eligible for the tax 
credit we would also have to exclude the various operating structures that could be used to get 
around the eligibility criteria (discussed in more detail below). 
 
Shareholder-employees and partners 
 
35. We would also exclude shareholder-employees and partners from being eligible for the tax 
credit where there is no economic difference between the person incurring the training expenditure 
and the person undertaking the training.  For example, the tax credit would not apply when a 
company has one shareholder, and that shareholder is also an employee of the company and the 
company pays for the eligible training of the individual.  In these circumstances a control test 
similar to that currently used for calculating shareholder continuity for company tax loss purposes 
would be used to determine the eligibility of the tax credit. 
 
Tax planning opportunities 
 
36. Tax planning opportunities may arise as a result of a wide definition of “employer.”  This is 
because one of the only restrictions included in the eligibility criteria of the tax credit is that the 
eligible training expenditure must be deductible for taxation purposes (discussed in more detail in 
the next section).  In general, this means that there must be a nexus between the business activities 
of the employer and the training expenditure incurred.   
 
37. There is a risk that family members could be employed by a closely held company to take 
advantage of the tax credit.  The same would also apply for any associated persons, partnerships, 
shareholder/employee situations and trusts.   The risk is that the tax credit is claimed in relation to 
training that is more of a private or domestic nature than a business nature.  We note that the risk 
these types of businesses are currently claiming tax deductions for training expenditure that is more 
of a private or domestic nature already exits within the New Zealand tax system.  The point we wish 
to raise is that the introduction of the tax credit may increase that risk.   
 
38. At present, there are no specific anti-avoidance rules to deal with such abuse.  Instead reliance 
is placed on the private limitation3 rule contained in the Income Tax Act.  We understand that 
Ministers do not want a comprehensive set of anti-avoidance rules to accompany the introduction of 
the tax credits.  If specific anti-avoidance rules were introduced it might be difficult to distinguish 
the various legitimate types of businesses and arrangements to which we would want the tax credit 
to apply.  An example is a closely held company operating a printing business that pays for its 
employees, who happen to be the children of the employers, to undertake a National Certificate in 
Printing (NQF level 3). 
   
 
 

                                                 
3 The private limitation is where a person is denied a deduction for an amount of expenditure or loss to the extent to which it is of a private or 
domestic nature. 
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Nominal salary/wage for employee 
   
39. We also recommend that an employee would need to be paid more than a nominal salary or 
wage to be eligible for the tax credit.  This would prevent the situations where associated persons 
are simply employed to gain access to the tax credit without being paid a nominal salary or wage.  
We note that this would not prevent the possible abuse of the tax credit but might help towards 
limiting the level of abuse. 
 
Summary of submissions 
 
40. Generally, most submissions received appeared to be comfortable with a wide definition of 
“employer” and “employee.”  However, a few submissions commented that the self-employed 
should be eligible for the tax credit but noted that sufficient rules would also need to be introduced 
to ensure the system could not be abused. 
 

Eligible expenditure 

41. The issues paper suggested that the tax credit should apply only to direct training expenditure 
that is deductible under the Income Tax Act or would be deductible if the employer was in business, 
and that direct training expenditure would be limited to: 
 
• tuition and course fees; 
 
• payments for external instructors, industry training organisations, assessment specialists and in-

house trainers; 
 
• purchase price of training materials, including supplies, textbooks and manuals; and  
 
• attributable costs of training facilities, equipment or other assets required for training. 
 
42. The issues paper also noted that there are a lot of risks associated with having a wide 
definition of “eligible expenditure.”  These include subsidising expenditure that may have a private 
and domestic component and fiscal cost.  To reduce these risks, it was suggested that travel and 
accommodation for training purposes and the cost of wages and salaries paid to employees while 
they participate in training (including the cost of wages and salaries paid to backfill their positions 
while they are training) should be excluded. 
 
43. We still support the use of a narrow definition of “eligible expenditure” to include only the 
direct expenditure listed above.  However, we recommend that the following costs are added to the 
list of eligible expenditure: 
 
• any direct payments associated with training linked to the NQF, including any costs associated 

with getting a copy of a record of learning for an employee; and  
 
• standard costs should for travel and accommodation (discussed in more detail below). 
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44. Employers would be required to apportion expenses to determine the correct amount of 
“direct training costs”.  For example, apportionment would be required if an invoice for eligible 
training included, travel, accommodation, meals and tuition and these costs were not separated out.  
If an invoice did not separate out expenditure, there would be an obligation on training institutions 
to ensure that the apportionment was reasonable.   
 
45. The tax credit would not apply when an employee reimburses or pays the employer directly or 
indirectly through the use of forfeiture of annual leave or other compensable time. 
 
Summary of submissions 
 
46. The issues paper asked for submissions on the following matters: 
 
• Do you agree with the definition of “eligible expenditure” and the exclusions? 
 
• Would you prefer a tax credit that is not subject to a per-employee cap, but has a narrow 

definition of “eligible expenditure”, or would you prefer a capped tax credit that covers a broad 
range of training-related expenditure? 

 
• Would you prefer a wide definition of “eligible expenditure” that includes standard costs used 

for travel, accommodation and wages? 
 
47. Most submissions received did not agree with travel, accommodation and wages being 
excluded from the definition of eligible expenditure.  The main reason was that in some 
circumstances these costs form some of the main costs incurred by all businesses, large and small, 
in undertaking training for employees and may be most likely to influence the decision as to 
whether to invest in training.   
 
48. We still support and recommend a narrow definition of “eligible expenditure” because of the 
risk of subsiding expenditure of a private or domestic nature and the potential fiscal cost.  However, 
we also recommend the use of standard costs for travel and accommodation, which would be a 
taxpayer-friendly initiative and would help to reduce compliance costs. 

Employee cap 

49. The use and level of a cap for the tax credit is discussed in the accompanying report on tax 
credit caps. 
 

Consultation 

50. We have consulted with the TEC in writing this report.  Drafts have been provided to the 
Ministry of Economic Development, MSD, Department of Labour and the Ministry of Education. 
Specific comments from these agencies are included in the report.  
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Appendix 1  

 
The National Qualifications Framework (NQF) is a national database of qualifications, designed to 
provide nationally recognised, consistent standards and qualifications.  NQF standards and 
qualifications are developed by recognised standard-setting bodies (generally Industry Training 
Organisations) in partnership with industry and providers, and are quality assured by the New 
Zealand Qualifications Authority (NZQA).  Qualifications on the NQF are made up of Unit 
Standards, many of which are used across industries and qualifications.   
 
There are currently about 970 National Certificates and Diplomas, comprising around 18,000 unit 
standards, in nearly all industries and generic skill areas.  Nearly all of the qualifications registered 
on the NQF are National Certificates and Diplomas at levels 1 to 7, with the majority of those being 
certificate level (levels 3 and 4).  NQF usage is highest for semi-skilled/elementary occupations, 
skilled trades, business and vocational training (National Certificates and Diplomas).   
 
The NQF does not cover “local qualifications” developed by tertiary education providers.  These 
local qualifications include all degree-level programmes, and a large amount of sub-degree level 
education and training that is both quality-assured and publicly funded.  There are more than 500 
“non-national” certificates and diplomas at sub-degree levels.  Some local qualifications will 
include a mix of NQF linked credits and credits that can only count toward the particular 
qualification in which the individual is enrolled. 
 
The NQF also does not include non-unit standard courses offered by non-accredited providers.  
Such courses include a large amount of employer-funded in-house or customised training, which is 
likely to be perceived by many employers as more directly meeting their immediate and specific 
training needs. 
 
Some industries and sectors are not currently covered by the NQF (such as health and education), 
and other sectors have low coverage by Industry Training Organisations (ITOs) (such as banking) 
or low usage/reporting by providers (photography, multi-user computer support, computer 
programming, and software development).  Training in “industry standard” proprietary technologies 
is favoured in some industries (for example, certification by software companies in the ICT sector). 

The advantages of using this option include: 

• All eligible training would be “pre-approved” – employers could easily confirm whether their 
training expenditure will be eligible for the credit. 

• It would give government the highest confidence the tax credit was being claimed for training 
that meets national industry standards, and that includes transferable generic and foundation 
skills. 

• It provides portability for employees – national qualifications are made up of unit standards 
that can be readily transferred from one work site, career or industry to another. 

• This more narrowly defined approach is more amenable to evaluation to assess the tax credit’s 
effectiveness.  It could be more easily fine-tuned and, if merited, extended to include other 
types of training activity. 
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The disadvantages of using this option include: 

• Coverage would be incomplete – the NQF has gaps in some key sectors, and excludes a large 
amount of training that is quality assured and/or funded through the tertiary education system. 

• From an employer’s perspective, having some quality assured and government funded courses 
eligible for the tax credit while others are not could be seen as inconsistent.  Restricting 
eligibility for the tax credit to a sub-set of the regulated tertiary education system would be 
seen as overly restrictive by employers whose training activities do not fit this definition. 
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Appendix 2 

(1) The New Zealand Register of Quality Assured Qualifications   

The New Zealand Register of Quality Assured Qualifications is a public database covering all 
national and “local” qualifications of more than 40 credits (approximately equal to 400 hours of 
training/study).  It includes qualifications offered by all types of accredited tertiary education 
organisations, including universities, polytechnics, wananga and private training establishments.  
Qualifications on the register must be approved by NZQA or a legally delegated quality assurance 
body. 

There are currently 4,600 qualifications on the register, which is in addition to those qualifications 
that are registered on the NQF. 

The register focuses on whole qualifications, not courses or modules.  Only qualifications of 40 
credits or more are included on the National Register.  This means that shorter quality assured and 
publicly funded courses, including short courses that lead to NQF unit standards, are not included 
on the Register.  The register does not include many “modular’ in-house private training 
programmes and there are also some qualifications that are benchmarked as meeting industry or 
international standards but have not been included on the register. 

The advantages of using this option include: 

• As with the narrow NQF-based definition, all eligible training would “pre-approved” – 
employers can confirm whether a qualification is eligible for the tax credit by checking the 
NZQA’s Kiwiquals website. 

• It would limit the tax credit to training that meets quality assurance standards. 

• It would extend the tax credit to a broader range of training that includes most publicly funded 
provision.  This would avoid some of the problems with the NQF’s gaps in coverage, and 
reduce the potential for inconsistencies where courses are publicly funded and quality assured, 
but employers’ related expenses are ineligible for the credit. 

The disadvantages of using this option include: 

• A significant proportion of the qualifications on the register have been developed locally and 
as such they are not nationally recognised, and credits toward one qualification may not be 
“portable” to count towards similar qualifications offered by other providers.  These 
qualifications might therefore have less value for employees over the course of their careers. 

• By focussing on whole qualifications of 40 credits or more, the register excludes short courses 
that may be more appropriate to the needs of employers and trainees.  It might also create 
incentives for individuals to enrol in full qualifications when they only intend to complete a 
few courses, increasing non-completion rates. 
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(2) Training subject to course approval and provider accreditation 

Course approval and accreditation is the broadest definition of eligible training activity where 
individual courses can be linked into the current regulatory framework for tertiary education.  It 
ensures that providers have the capacity and capability to offer a course and meet the requirements 
for course approval and accreditation set by the relevant quality assurance bodies.   

Accreditation and course approval covers around 850 Private Training Establishments (PTEs) and 
all the public Tertiary Education Institutions.  It includes all approved courses not just qualifications 
of 40 credits or more. 

This broader definition still excludes non-quality assured courses offered by around 6,100 training 
providers.  These fall outside the “regulated and funded” tertiary education system and include 
courses customised for employers and some in-house training. 

The advantages of using this option include: 

• It would broaden the scope of the credit to include a greater range of the kinds of training that 
employers invest in, and avoids the coverage gaps of the other options. 

• It would maintain a link to quality assurance requirements. 

• Employers could quickly check if a training provider is accredited for a qualification using the 
NZQA website (and a schedule could be readily developed from existing data).  

The disadvantages of using this option include: 

• This definition would include a greater range of training that is likely to be firm-specific and 
comprised of short courses that cannot be built into more substantive qualifications, and may 
be less “portable” for employees.  The public policy rationale for supporting this kind of 
training is weaker.  Employers face less of a disincentive to invest in this training, so any 
funding support is more likely to be “deadweight”, and the training is less likely to deliver 
benefits to employees over their career. 

• The broader definition of “eligible training” increases the potential fiscal risk and the 
difficulty of costing the tax credit policy. 



 
 

  

 


