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EXECUTIVE SUMMARY

The negative impact of fees 

· The UCU submission to the independent Browne review on student fees and HE funding reiterates our opposition to tuition fees. The current fees system, applying in England, Wales and Northern Ireland, is a highly inefficient and iniquitous method of generating revenue to fund Higher Education. 

· Fees act as a powerful potential deterrent to participating for disadvantaged groups, including those who decide to go despite worries about debt.

Student Debt and financial disincentives to study

· The current funding system for students in Higher Education has clearly increased indebtedness amongst students in England, Wales and Northern Ireland. Students who entered higher education in 2009 are likely to be in debt to the tune of £23,000 by the time they graduate. 

· Average student term-time expenditure on living costs is over £8,000. This creates a gap of more than £2,000 – possibly as much as £3,200 - between average living costs and the maximum amount (£5,855) students can receive from maintenance loan and grant combined.

· The burden also falls on parents, families and friends of students, who are  contributing an average of £2,045 a year for each full time student. 

· Moreover, many students take part-time or even full-time work to avoid running up large debts. Research shows that students who work 15 hours a week are a third less likely to get a first or 2:1. 

· 56% of students surveyed said that financial difficulties had affected their academic performance.

Effects on Participation

· While participation in higher education has increased in recent years, the increase for students from lower socio-economic backgrounds has been modest (an increase from 13% to 19% from 1994 to 2009), and at a lower rate than for students from more advantaged backgrounds (50% to 57%).

· This is despite £392 million in widening participation funding having been allocated to HE providers from 2001-2008. The result may have been a lot better without the disincentive of fees. 

· Students from lower socio-economic backgrounds are also most likely to discontinue their studies. Students from such backgrounds are more likely to be influenced by financial concerns and more likely to withdraw for financial reasons.

· Among potential entrants who do not enter higher education, the principal reasons given are the cost and the prospect of incurring debts.

Institutional Choice 

· The choice of institution is also affected by financial considerations, and more so for students from lower socio-economic backgrounds, who are more likely to consider an institution nearer home for financial reasons, or to apply to study in areas where there are good opportunities for term time employment. 

· Increasing dependence of institutions on student fees, and giving institutions greater scope to vary fees may lead to an expectation of different levels of quality across institution and of educational experience. 

· Should the current review lead to a vastly increased ability of institutions to vary fees, then this expectation is likely to increase, with institutions competing on cost, with the implication that the costlier institutions or courses provide a ‘better’ educational experience.  

· This would have dangerous implications given studies that suggest that students from lower socio-economic categories have a tendency to make choices of institutions based on cost. 

The graduate premium – a flawed notion

· Arguments in favour of fees based around the notion of the graduate earnings premium are flawed and do not take into account the vast differences of outcome deriving from subject studied, socio-economic background, schooling, ethnicity and gender.

· Basing fees on a hypothetical graduate premium leads to low earners with degrees paying back a much higher proportion of their future income than higher earning graduates. This is a regressive outcome. 

Alternative proposals for student finances
· A more progressive taxation and funding system is required, alongside the abolition of fees. 

· A Business Education Tax – a modest hypothecated increase in UK Corporation Tax – is proposed by UCU.  The funds raised would allow for the abolition of fees. 

· UCU rejects alternative proposals that increase the financial burden on students or introduce new forms of taxation targeted solely at graduates, such as the NUS graduate tax proposal which would effectively create new very high marginal tax rates for graduates.

A National Bursary System

· The current bursary system is a very ad hoc and differentiated system, expensive to administer and not focused on poorer students. 

· Institutions are obliged to fund bursaries of around £320 a year to students in receipt of the maintenance grant, but forty percent of bursaries are not allocated according to student financial need. 

· 61% of all students surveyed were unlikely to be influenced in their HE decisions by bursaries because they were unaware of them, had not looked for information on them, and/or had only examined this information once they had chosen which institution they wanted to attend. 

· UCU’s principled position is for a single national support system based on maintenance grants, together with the abolition of fees (rendering the obligation to fund bursaries out of institutional fee income obsolete).  

· However, if institutional bursaries are to remain then our preference is for a national bursary system (for England, Wales and Northern Ireland) funded out of pooled institutional income and offered in proportion to the maintenance grant for those in receipt of it.

Proper Maintenance Grants

· To meet average estimated living costs for students, the UCU also calls for an increase in the maximum available maintenance grant for the poorest students, so that the total of grant/ bursaries available is equivalent to estimated average student living costs (the NUS estimate was £8,025 in 2008). 

Part-time students and ELQs

· A particularly brutal feature of the current system is the disadvantaged position of part-time students. They are required to pay their fees up front, do not receive maintenance grants and cannot take out a government-supported loan. 

· The effects of this are combined for some with the government's decision to withdraw support for students who are re-skilling by studying for an equivalent level qualification (ELQ) in a new subject, many of whom will also be studying part-time. 

· The government should address the disadvantaged position of part-time students by providing them with financial support comparable to that provided to full-time students

· Students studying for ELQs should also be entitled to comparable financial support to that available for first time undergraduates, and employers should provide enhanced redundancy payments when making staff redundant to fund those seeking to re-skill by studying for ELQs. 
Postgraduate students

· The position of postgraduates is even more disadvantaged. Postgraduate students not only have to pay higher fees than for undergraduate education, but they are not eligible for any financial support on the basis of income (apart from some PGCE students – depending on whether local authorities provide support). 

· Postgraduates should be able to access funding and financial support on the same basis as undergraduates. 

Higher Education Staff and Institutional Quality

· Any funding regime needs to ensure sufficient income to institutions to guarantee certain expectations of quality, which needs to be maintained across Higher Education providers and degrees. This relates particularly to staffing issues, and the need to keep student-staff ratios low and prevent a drift towards casualisation.

· The equal value of degrees across institutions needs to be maintained, and this means ensuring quality across institutions.

· This also requires proper financial reward for Higher Education staff and the maintenance of equal pay and terms and conditions for work of equal value across the sector. 

Conclusion

· Current trends threaten the international reputation of UK HEIs for high quality teaching and research. 

· The current wave of redundancies in Higher Education will lead to an increase in student-staff ratios, a decline in student support services and an increase in the workload for already overworked remaining staff. 

· The fees regime instituted in 2006 raises relatively little money for Higher Education while creating substantial individual financial hardship and significant disincentives to participation.

· The detrimental effect on participation is particular marked in relation to students from lower-social income backgrounds, for whom progress on increasing participation has been poor. 

· UCU believes a new settlement is required which recognises the importance of Higher Education to our society and economy

· Employers benefit enormously from the plentiful supply of graduates in the UK but, despite having one of the most lenient corporate tax regimes in the world, provide little direct or indirect financial support to Higher Education.

· This should be redressed through the introduction of a Business Education Tax, providing the funds necessary to abolish tuition fees. 

HEC POSITION ON FUTURE OF STUDENT FEES AND HE FUNDING
1) Background

The HEC approved the establishment of its own Fees Review group in December 2009 in light of the establishment by the government the previous month of an ‘independent’ review of Higher Education funding and student finance, under the chairmanship of Lord Browne.

As agreed at the outset, the HEC Fees Review Group worked within the framework of UCU’s established policy on tuition fees. This was encapsulated by Motion HE24 adopted by HE Sector Conference in 2009, which restated UCU’s principled opposition to tuition fees and its determination to vigorously oppose any attempt to raise the fee cap.  In addition, it called for:

· increased resources for Higher Education, to be funded though progressive taxation;

· improved maintenance grants, including a national bursary scheme;

· equal treatment for part-time students; and

· the re-establishment of public funding for all ELQ places.  

The Conference motion on fees also called for a proper independent review of funding, covering teaching, research and student support. Whether in setting up the Browne review the then Labour government could be said to have met this request remains at moot point. While the Browne Review is notionally independent, the background of its members has not inspired much faith amongst university staff and students as to its impartiality or its open-mindedness on the question of tuition fees. The review body includes no representatives of UK student or staff groups, even though both are key stakeholders in the future of the sector.  By contrast, a current Vice Chancellor whose institution is part of a mission group which has campaigned for higher student fees is a member of the panel.  

Although an advisory group to the Browne Review with a broader composition has also been set up, it remains dominated by the various university mission groups, government agencies or quangos and representatives of the corporate sector. Membership organisations representing staff, students or the professions are, by contrast, in a tiny minority.

The work of the HEC Fees Review Group has focused on assessing the impact of the current fees and funding system, and of possible alternatives, on the following: 

1 Participation in Higher Education - the need to encourage participation in Higher Education for students across all backgrounds, to ensure equality of access to all Higher Education institutions and to prevent financial considerations becoming a barrier to entry;

2 Higher Education Finances  - the need to ensure that changes to the funding regime do not impact negatively on students, do take proper account of implications for teaching, research and student support and recognise the primary purpose of Higher Education in advancing learning and knowledge and the broader social and economic benefits that this brings;

3 Pay, terms and conditions of HE staff – the need to ensure that changes to the student fees and funding regime do not impact negatively on the pay, terms and conditions of HE staff and that the contribution of all HE staff to the educational experience of all students is properly recognised.

2) First UCU Submission to Browne Review

The initial UCU submission to the Browne review set out our critique of the current system and reiterated our opposition to tuition fees. The current fees system is a highly inefficient and inequitable method of generating revenue to fund Higher Education. It has resulted in the UK being among the most costly places in the world for a home student to study for a degree and acts as a powerful potential deterrent to participating for disadvantaged groups. Those who do decide to embark on a degree face significant worries about debt.

Proponents of fees have justified them partly by reference to the ‘graduate earnings premium’ – the additional earnings one is projected to gain after getting a degree compared to earnings for those without degrees. However, as the first UCU submission to the Browne review points out, some of the projections made are highly optimistic and in any case assume uniformity in the graduate earnings premium, whereas in fact graduate earnings differ vastly according to subject studied and career pursued, as well as gender, social background and schooling. 

To give just one example, a degree in Medicine yields on average nearly ten times the extra lifetime earnings as an Arts degree: for graduates in Medicine the earnings premium is estimated at close to £350,000, while for Arts graduates it is estimated to be only £35,000 over the working lifetime. For humanities graduates the figure is an estimated £51,000 (UUK data). 

The National Equality Panel Report commissioned by the Government Equalities Office and published in January 2010
 shows further marked differences in earnings outcomes between graduates, with men nearly twice as likely as women to be earning more than £30,000 three and a half years after graduation.  The difference is even more stark between private and state school educated graduates, with the former nearly three times as likely to be earning more than £30,000.

Basing fees on a hypothetical graduate premium leads to low earners with degrees paying back a much higher proportion of their future income than higher earning graduates. This is a regressive outcome. On the other hand, if Higher Education funding was paid for out of progressive taxation – in which the highest earners make the highest contribution – then it would be more likely that those graduates that have benefited most from the system would be contributing more to the future funding of Higher Education. 

UCU’s submission also stressed the need for a greater employer contribution to Higher Education funding. Employers benefit enormously from the plentiful supply of graduates in the UK, but despite benefiting from one of the most lenient corporate tax regimes in the world they provide little direct or indirect financial support to Higher Education. In March 2010 UCU therefore launched a proposal for a Business Education Tax (BET). Such a tax would take the form of modest hypothecated increases to bring UK Corporation Tax to the levels seen in competitor countries. This, together with a small improvement in the collection rate, would generate enough income to abolish tuition fees and bridge the gap between public spending on universities, as a proportion of GDP, in the UK and in comparable countries.  

The UCU’s second submission to the Browne review, responding to the call for alternative funding proposals, incorporated the BET proposal, together with observations and analysis drawn from an earlier draft of this paper. 

UCU believes that there is an intrinsic value in education as a force for the enhancement of the lives of individuals, the liberation of their talents and the realisation of a truly civilised, socially responsible, fair and prosperous society. To see the result of participation in Higher Education only in economic terms ignores both the differing economic outcomes for individuals and the other benefits of Higher Education for the individual and for society more widely. 

Nevertheless, as highlighted in UCU’s BET proposal, the overall contribution of the Higher Education sector to the UK economy should also be acknowledged in calculations of public expenditure to be devoted to HE. According to a study published by UUK in 2009, the sector – through both direct and secondary multiplier effects – generated over £59 billion of output in 2007-08 and over 668,500 full time equivalent jobs (equivalent to about 2.6% of employment) throughout the economy.

Taking into account UCU’s established positions and the terms of reference of the HEC Review group, this position paper provides additional analysis and fleshes out our positions in more detail. The discussion is broadly grouped around the following issues: 

· 3) the financial impact of the current system on students and parents/families;

· 4) the impact on participation;

· 5) the impact on the student ‘experience’;

· 6) the role of bursaries;

· 7) the impact on part-time students;
· 8) the impact on post-graduates;

· 9) the impact on staff;

· 10) guaranteeing quality across institutions.
3) Financial impact of funding system on students and parents.  
UCU believes that the current fees and funding system is inefficient and unfair. It places an unacceptable financial burden on students and the parents/families often expected to support them. The 2006 funding reforms have led to students in England, Wales and Northern Ireland paying some of the highest fees in the developed world (see table 1). 

Prior to 2006 (and following the introduction of tuition fees in 1998), full-time students were required to pay up-front tuition fees of £1,225. The Higher Education Act of 2004 allowed HE providers to levy tuition fees of up to £3,000 per year. By the academic year 2009-10, the maximum annual tuition fee was £3,225. In 2010-11 this will increase to £3,290.  Students can receive loans of up to the maximum fee cost to cover this expense. 

In addition, students can get maintenance grants of £2,906 per year if parents’ household income is £25,000 or less a year, and a proportion of this if it is between £25,001 and £50,020. If it is over £50,020 students receive no maintenance grant.  Students can also apply for maintenance loans (up to £4,950 per year outside London, and £6,928 in London). However, the maximum loan amount is also reduced by up to 25% for those with higher household income. 

Following devolution to Scotland, the Scottish government scrapped tuition fees for Scottish students studying in Scotland in 2010-11. However, undergraduates from the rest of the UK studying in Scotland have to pay a fee of £1,820 per year (a figure set centrally by the Scottish government). Depending on parental income, Scottish students in Scotland  also receive a maintenance grant, at a maximum level of £2,640 if parental income is below £18,000 p.a. (tapering down to zero for those with a parental income of over £35,000). They can also apply for a loan (up to £3,830 depending on parental income and maintenance grant received). The maximum amount of financial support (loan and maintenance grant combined) that a Scottish student can receive is £5,852 (if parental income is below £18,000 p.a.). 

The recommendations in this paper relate to the fees and funding situation in England, Wales and Northern Ireland, but not to Scotland. A Green paper on Higher Education will be published by the Scottish government in late 2010, and UCU Scotland will be responding to this consultation with its own recommendations for Scotland. 
Table 1 – tuition fees in publicly funded universities

	 
	Tuition fees ($ p.a)
	Notes

	United States
	5,666
	Including non-national students.

	United Kingdom
	4,694
	Students from low-income households can access non-repayable grants and bursaries.

	Japan
	4,279
	Excludes admission fee.

	Australia
	4,035
	93% of national students are subsidised and pay on average USD 3,719 in tuition fees.

	Canada
	3,705
	

	New Zealand
	2,765
	

	France
	1,173
	

	Italy
	1,123
	

	Sweden
	No tuition fees
	Excluding mandatory membership fees to student unions.


  Source: OECD, Education at a glance 2009

The current funding system for students in Higher Education has clearly increased indebtedness amongst students in England, Wales and Northern Ireland. The independent university guide PUSH student debt survey in 2009 provided the following key findings:

Average projected debt for students in their first year of study (2008-09) was £21,198 by the end of their third year; 

students who started this academic year (2009-10) should reckon on at least £2,000 more than that; 

in Scotland, which has the most generous funding system and no tuition fees, debts have actually fallen to £2,194 a year and are much lower than the rest of the UK.

While increasing the future financial burden on students once they graduate and are required to start repaying loans, the current system also includes an expectation of parental contribution which increases the financial pressures on middle income households.  Even where there is no official expectation of parental contribution (a contribution is expected where parents’ residual income exceeds £37,900
) some parents will in any case provide financial support to prevent their children running up such high debt. 

According to the DIUS Student Income and Expenditure Survey 2007-08, parents contributed an average of £1,413 in financial support for children studying full-time.  In total, additional finance for students from contributions by parent, relatives and friends amounted to an average of £2,045 per full-time student in 2007-08.

The NUS Graduate Tax proposal

The current system means that recent graduates starting first jobs on relatively modest incomes are faced with the equivalent of high marginal tax rates. Graduates are required to start loan repayments once they are earning £15,000 a year, and pay back at a rate equivalent to 9% of earnings above this threshold. 

As an alternative, the NUS has launched a proposal for a graduate tax. Tax revenues would be paid into a special fund for higher education, and graduates would be taxed at variable rates (which would increase as income rises) over a fixed period over twenty years. Although on average the payback period would be longer, monthly payments would typically be less than under tuition fees. 

UCU opposes this proposal because such a graduate tax would remain a high and disproportionate financial burden for graduates. As with the loan and repayment system, a tax of this kind de-incentivises participation by substantially increasing the marginal tax rates of graduates. The NUS proposal, for example, would mean that a graduate with 360 credits earning £30,000 a year would pay £76 a month in graduate tax, equivalent to £912 a year. This is a 19.4% increase on the basic rate of tax of £4,705 compared to someone without a degree who is earning the same amount.
  

We believe that tax should be related to ability to pay and should increase proportionately with earnings. A progressive system of direct taxation, based on such principles, would ensure that graduate high earners – as well as non-graduate high earners – pay a substantial proportion of their income to the Treasury. However we do not believe graduates should have to pay an additional tax in addition to income tax, simply by dint of having benefitted from a higher education degree in this country.  After all, the contribution that graduates make to the economy and society far outstrips the cost of higher education to the taxpayer. Moreover, they already tend to be high earners, and are thus more likely to contribute more through direct taxation than non-graduates.  
4) Effects on participation. 

i) Overall participation rates

UCU remains concerned that the current system continues to provide a disincentive to participation amongst students from lower socio-economic backgrounds despite some statistics showing that participation has increased.  

Data from HESA shows that the proportion of young, full-time undergraduates at Higher Education institutions from disadvantaged backgrounds - i.e. socio-economic groups 4 (small employers and own account workers) to 7 (routine occupations) - rose from 29.2% in 2002-03 to 30.3% in 2006-7. But this figure dropped again to 30.1% in 2007-08.

While some limited progress has been made in terms of increasing participation, the number of young people from disadvantaged backgrounds entering Higher Education is still too low, and lags considerably behind that of young people from more advantaged backgrounds.  The HEFCE report on trends in young participation in Higher Education released in January 2010 revealed that while participation overall had risen from 30% to 36% between 1994 and 2009, the increase had been proportionately greater among young people from the most advantaged areas (50% to 57%) than it had been for those from the most disadvantaged areas (from 13% to 19%).
 

It remains to be seen whether the slight fall in England in participation by young people from a disadvantaged background in 2007-8 was a blip, or the start of a downward trend. However, even prior to this fall, the increase in participation was far from impressive when one considers the significant investment made by the government in widening participation programmes.
 Between 2001–02 and 2007–08, the Department for Innovation, Universities and Skills and HEFCE allocated £392 million of widening participation funding to Higher Education institutions. The result of this expenditure might have been a lot better without the disincentive effect of tuition fees.

The Futuretrack study has recently provided data about applicants who do not enter Higher Education and have no immediate plans to do so. Futuretrack is a large-scale investigation tracking a cohort of 2006 potential applicants to HE, with 128,260 respondents, of whom 22,372 had not proceeded directly to full-time HE study. For the latter group, the cost and the prospect of incurring debts were the chief reasons for not entering Higher Education. Of those in the Futuretrack sample who applied for but did not enter Higher Education and have no immediate plans to do so, the most frequently cited reason was ‘Put off by the costs’ (39% of applicants who did not enter HE), followed by ‘Put off by the prospect of incurring debts’ (32%).
 

ii) Non-continuation of studies & low participation neighbourhoods

The higher incidence of discontinuation of studies by young undergraduates from low participation neighbourhoods should also be taken into account when analyzing participation levels and the probable effect of financial considerations. 

HESA performance indicators on non-continuation of studies by young full-time first degree entrants show higher levels of non-continuation among those from low participation neighbourhoods compared with students from other neighbourhoods. In England, non-continuation by students from low participation neighbourhoods increased in the most recent year for which data are available. 

In England, 9.6% of young full-time first degree entrants from low participation neighbourhoods who began their course in 2006-7 – the year top-up fees were introduced - had discontinued their studies by 2007-8. This figure was higher than the previous year, when 9.3% of disadvantaged young full-time first degree entrants in 2005-6 had discontinued their studies by 2006-7. By contrast, only 6.8% of those from other neighbourhoods starting their course in 2006-7 had discontinued their studies by the following year. 

The Futuretrack study has recently provided additional data about drop-out rates.  The November 2009 report showed that respondents from routine and manual backgrounds were the most likely to have dropped out. 4% of respondents from routine and manual backgrounds had discontinued their studies, compared to around 3.5% of those from intermediate occupational backgrounds and 3% of those from higher managerial and professional backgrounds. 

The report comments: ‘Finance is a particular issue for the Futuretrack cohort, who are paying higher tuition fees than previous entrants after the introduction of top-up fees in 2006.  Even before the tuition fee rises, authors such as Callender and Kemp (2000)
 found that 10 per cent of students had considered withdrawing for financial reasons. As with the other reasons for withdrawal, it has been suggested that working class students are more likely to be affected by financial concerns and more likely to withdraw for financial reasons, although it is possible that having started their course, the large amount of money that would be wasted by dropping out will have encouraged some students to remain in HE, particularly if they are from the socio-economic backgrounds that are more often associated with lower incomes.’ 

iii) Institutional and course choice and student finance

Unequal participation rates may also mean the relative exclusion of certain groups from particular types of Higher Education institution, and analysis should include the choice of Higher Education institution made by students from disadvantaged backgrounds. 

Such analysis suggests that many students in England are choosing the cheaper option when applying for university, rather than the course or institution which best suits their interests and abilities. In a survey commissioned by the NUS in April 2009, half of all applicants claimed that the recession has affected their choice of university. Applicants chose universities where they could live at home (15%), reduce travel costs (17%), or get the most bursary or scholarship money (28%). 

The effects were greater for students from lower socio-economic backgrounds, of whom 27% chose universities where they could live at home, 24% those where they could reduce travel costs, and 41% those offering the most bursary or scholarship money. Six out of ten students from lower socio-economic backgrounds claimed that their choices had been affected by the recession.
 

A study of 3,000 prospective university students by Clare Callender and Jonathan Jackson in 2008 produced similar findings.
 Half of all respondents to the survey were considering a university nearer home for financial reasons, and a third were considering living at home. Just under a third of entrants had decided to apply or were thinking of applying to universities in areas where there were good opportunities for term-time employment. Financial considerations were also influential over course choice: over a third were planning to take a subject with good employment prospects. Class was an important factor in these decisions, with two-thirds of those from lower income families reporting that they were considering applying to a university nearer their family home to save money (compared to two-fifths from the higher social classes). Students from poorer families are also less likely to choose to study in expensive cities such as London.

According to the Student Income and Expenditure Survey of English-domiciled students 2007/08
, 25% of full-time students agreed with the following statement: ‘I nearly did not come to university because I was concerned about the debts I would build up.’ Students from routine/manual backgrounds were more likely to agree (37%) than those from intermediate (23%) or professional backgrounds (17%). 33% of full time students had considered dropping out at some point. Among those who had considered dropping out at some point, financial reasons were the most commonly cited reason (26% in 2007-08). 

5) Impact on student ‘experience’ 

The student ‘experience’ of Higher Education is affected by a number of factors. These include:

i) The financial burden students are placed under by fees and living costs. 
An NUS estimate in 2008 was that the average student would need to spend £8,025 on 
living costs (not including tuition fees) over the course of the academic year. On the other 
hand, they could receive a maximum of only £5,855 in maintenance loan and grant 
combined (a grant of £2,835 and a loan of £3,020). 

According to the DIUS Student Income and Expenditure Survey, the average total expenditure (including tuition fees) of full-time English-domiciled students in 2007-08 was £12,254 (including an average of £3,151 in tuition fees).  Without tuition fees, this makes an average of £9,103 – notably higher than the NUS figure. According to which figure one uses, this makes for a gap of £2,100 to £3,200 between average living costs and what the poorest student can get in maintenance grants and loans. 

Moreover, many students take part-time or even full-time work to avoid running up large debts. This has a detrimental impact on their studies, and creates a different student experience for, on the one hand, those from lower income backgrounds who are more likely to combine work with their studies and, on the other hand, those from wealthier backgrounds who are less likely to need to work while studying. 

Recent research by Claire Callender shows that high levels of term-time working can have a negative impact on student involvement in classes and attainment.
  As Callender pointed out to Guardian Education, ‘Students have a variety of strategies to avoid debt and to reduce their costs. Some of those may be detrimental to their long-term aims and ambitions. Those that work 15 hours a week are a third less likely to get a first or 2:1.’
 

These findings are backed up by data from the Student Income and Expenditure Survey of English-domiciled students in 2007/08, according to which 56% of students said that financial difficulties had affected their academic performance.

ii)Teaching quality and contact hours (SSRs and workload).

The expansion of student numbers, combined with other increasing workload pressures on staff (e.g. more administrative duties and greater pressure to publish and bring in research income) as well as with the increasing casualisation of the workforce, has led to reductions in students’ contact time with their lecturers.  This is unfair on students as well as staff, diminishing the quality of the learning experience. 

iii) Library, IT and student services. 

Continuing investment in these facilities and services is essential for the maintenance of a quality learning experience for students.

The importance of library and IT facilities goes without saying, but it needs to be remembered too that the growing scale of electronic services, while widening access to learning resources (e.g. library resources), has also increased, rather than reduced, the need for professional advice and training for users. This requires investment in staff. 

The increasing workload pressures on staff mean not only fewer teaching hours but also that less time is devoted to often vital pastoral support for students. Indeed, the stress created in students by financial worries and by the need to take up employment in term-time may well increase the need for pastoral support. Better financial support for students therefore needs to be combined with greater investment in staff resources. 

Increasing the dependence of institutions on student fees and giving institutions greater scope to vary fees is likely to lead to an expectation of different levels of quality and of educational experience across institutions. The view that the costlier institutions or courses provide a ‘better’ educational experience will presumably increase if the current review of funding leads to a greatly increased ability of institutions to vary fees.  This would have worrying implications in view of the studies suggesting that students from lower socio-economic categories have a tendency to make choices of institutions based on cost.

Insofar as institutions levying lower fees would in fact be less able to deliver the quality of learning experience offered by the richer institutions levying higher fees, poorer students would be more likely to suffer than their wealthier contemporaries.

The introduction of fees has also engendered a shift in student attitudes, with the notion of ‘students as consumers’ taking hold. Students are increasingly likely to expect ‘value for money’. This has an impact on the staff delivering courses in HE, and on perceptions of the relationship between students and staff, with consequential risks of, for example, misunderstanding as to how quality should be defined, and indeed unfair expectations of staff given the constraints of workload. 

Trends towards an increasing differentiation between institutions, apparently favoured by the government, will also have an impact on the student experience. For example, if some institutions were to become ‘teaching only’ while research was concentrated in others, then students in some institutions would be being taught by ‘research active’ staff, while those in other institutions would be taught by teaching only staff. All these factors point to an increasing differentiation across the sector in terms of quality of student experience should current trends regarding fees and the funding of Higher Education persist. 

6) The role and impact of bursaries;
One of the main weaknesses in the 2006 student funding regime is the bursary system.  At present students in England can get financial support from two main sources: 

· A means tested grant

· A bursary provided by the institution. 

Under the current fees legislation English universities that charge the maximum student tuition fee must provide a bursary of £319 per year to any student whose parental income is below £25,000 per year (i.e. those in receipt of the full maintenance grant).
 Institutions can supplement this with their own ‘discretionary’ bursaries.  The mandatory bursary figure has risen since 2006 in line with increases in the maximum tuition fee level. From 2010-11, the value of the mandatory bursary will be set at 10% of the maximum tuition fee. 

This has led to a very ad hoc and differentiated system, expensive to administer and not focused on poorer students. Research from Claire Callender has found: 

A complex system exists with more than 300 separate schemes in operation at 117 Higher Education institutions in England

A wide disparity in the size of bursaries offered to the poorest students, ranging from £300 to £3,500 a year depending on the university 

Forty percent of bursaries are not means-tested 

One quarter of bursaries are based exclusively on merit (e.g. Manchester University offers ten scholarships for £10,000 to students who receive high A’ level marks). 
   

The current system is complex and confusing – students are not always aware of their bursary entitlements. In many ways, there is a sharp contrast between orderly central grants and the chaotic system of ‘discretionary’ provision provided by institutions. 

A report by Claire Callender for OFFA
 at the end of 2009 highlighted survey findings showing that three-quarters of students were unaware that universities have to give a bursary of at least (at that time) £310 to anyone on a full maintenance grant. Furthermore, one in ten of those questioned who advise students about university were also unaware of the bursaries. The survey also found that the majority of students (58%) who had looked at university information on bursaries thought there was insufficient information on when they would receive a bursary while 44% thought there was too little on how to apply for a bursary. 

According to this research 61% of all students surveyed were unlikely to be influenced in their Higher Education decisions by bursaries because they were unaware of them, had not looked for information on them, and/or had only examined this information once they had chosen which institution they wanted to attend. 

However, 37% of students who said that costs of university influenced their decision about whether or not to go to university a lot thought that bursaries were important.
  Furthermore, a quarter of students believed the amount of the bursary they could get influenced which university they applied to, while around a third of students who were very worried about the costs of going to university (35%) and were very worried about building up debt while at university (33%) said that their university choice was affected by the bursary amount on offer. 

In her submission on the impact of bursaries to the Browne review, Claire Callender commented in the light of these findings that bursaries had had some effect on widening participation ‘working as an effective recruitment tool for a significant minority of students … acting as a financial incentive in students’ Higher Education decision-making and helping to promote student choice.’

The report attributed the ‘disappointing take-up’ of bursaries in 2006-7 and 2007-8 to the design of the Student Loans application form, which did not make clear that a sharing of the applicant’s financial information with HEIs was required in order for bursary applications to be processed. This has since been changed.  In 2006-07, there was an under-spend of £12m and 12,000 students from low-income families failed to collect their bursaries. In 2007-08, there was an under-spend of £10m and 6,500 students lost out this way.  According to OFFA estimates, the take up of core bursary awards by students in receipt of the full maintenance grant increased from 80% in 2006-07 to 92% in 2007-08, and again to 97% in 2008-09.

A clear disadvantage in the current system is that it penalises those institutions that have the most disadvantaged socio-economic intake. For example, in 2006-07, the average bursary from the Russell Group universities was £1,764, while the average bursary from Million+ members was £716. Institutions in the Russell Group spent 21.2% of their combined additional fee income on support for lower income students, whilst those in the Million+ Group spent 21.8%. This similarity of total spend should be considered in light of the large disparity when it comes to the proportion of students from the lowest income households enrolled at institutions in the two Groups. The Milburn Report on Fair Access to the Professions in 2009 reported that only 16% of students at Russell Group institutions come from lower socio-economic backgrounds. As the report for Higher Education Policy Institute (HEPI) on a national bursary scheme notes, broadly speaking, the more poor students an institution has, the less generous it can afford to be.
 

UCU would favour a single national student support system, with proper maintenance grants. However, if bursaries are to remain, a single national bursary scheme (for England, Wales and Northern Ireland) would be a step forward from the current quasi-market in institutional bursaries. This could be along the lines of proposals set out in the HEPI report: a standard level of student support provided to eligible students and funded out of pooled institutional income (as distinct from the maintenance grant which is state funded). 

This could work in one of two ways: i) each university could pass its contribution to the Government so that the bursary could then simply be added to the student maintenance grant, without any need for a separate assessment and administration process; or alternatively ii) funds for a national bursary scheme could be appropriately distributed between universities, leaving individual universities responsible for the distribution of bursaries to eligible students. 

In terms of determining the level of bursary, one option would be to offer a national bursary, in proportion to the maintenance grant, to all lower income students.

The HEPI report provides projections for a proposed national bursary corresponding to 30% of the maintenance grant (for those in receipt of the maintenance grant, and in proportion to the amount received). The total cost would be £270m for all English domiciled students, or £290m for all UK students. By way of comparison, universities were estimating that they would spend a total of £320m (23.5% of additional fee income) on financial support for lower income students by 2010-11. 

A bursary worth 30% of the maintenance grant would have provided an additional £851 for those students in receipt of the full maintenance grant in 2008-09. Using the NUS estimate of £8,025 in living costs, this would mean that 81.7% of living costs would have been met by the national bursary (£851) and maintenance loan and grant combined (£5,855) in 2008-09. 
A national bursary scheme that provided a standard level of support based on household income and was funded from a central pool would certainly address a number of the problems with the present arrangements.  Such a national bursary scheme has also been proposed by NUS, Million+ and HEPI (while being opposed by the Russell and 1994 Groups).

As noted above, the present bursary system has developed out of the obligation in the 2006 regime for institutions to fund bursaries out of the income they receive from tuition fees. The UCU’s principled position continues to be opposition to the 2006 regime, i.e. the abolition of fees. This would also mean ending the obligation on institutions to fund bursaries and a return to proper maintenance grants. However, should the current regime – including the obligation on institutions to fund bursaries – remain, we would favour pooled institutional income being used to fund a national bursary system (for England, Wales and Northern Ireland) along the lines set out in the HEPI proposals. 

To meet actual student living costs, UCU also calls for this to be combined with an increase in the maintenance grant, so that the total available - combined with the national bursary – is equivalent to estimated living costs (e.g. the NUS estimate of living costs, which was £8,025 in 2008). 

7) The treatment of part-time students;
A particularly unfortunate feature of the current system is the disadvantaged position of part-time students. Stated UCU policy (Motion HE24) is for part-time students to be treated equally (in terms of the fees and funding regime) to full-time students. The alternative funding proposals recently launched by NUS and Million+ also make the case for part-time students to be treated equally under the fees/funding system. 

As Professor David Latchman, Master of Birkbeck College, recently noted, the ongoing fees debate has so far ignored more than a third of the UK's university student population: the 700,000 people who study part-time. ‘For too long part-time Higher Education has been the Cinderella of the sector, impoverished by serious financial inequities that exist between part-time and full-time students and the institutions which educate them.’

Some part-time students on low incomes receive means tested fee support but this covers at most 50% of the fees. However, they are required to pay their fees up front, do not receive maintenance grants and cannot take out a government-supported loan. As noted in a recent report by Policy Exchange, their chances of securing any financial support are slim: ‘A staggering 90 per cent of part-time students do not receive any financial help from the Government. Only a third receive any financial assistance from their employer, and this tends to go to those who need it least’
 

The costs of teaching a part-time student are significantly higher (by some 44%) than those for a full-time equivalent, yet institutions receive only a 10% funding premium. 

The effects of this are combined for some with the government's decision to withdraw support for students who are re-skilling by studying for an equivalent or lower level qualification (ELQ) in a new subject, many of whom will also be studying part-time. 

The distinction between full-time and part-time students is no longer meaningful yet the continued use of this distinction between funding and student support arrangements creates huge inequalities. Research by Callender et al on part-time students
 has shown that whilst 83% of part-time students are in employment it is also the case that 66% of full-time students are in employment during term time and 82% in vacations. It makes no sense to continue to describe as full-time students those who are involved in paid full-time or near full-time employment. However, levels of financial support available to full-time students that do not exist for part-time students provide an incentive to register for full-time study irrespective of employment and other commitments (which vary for both full-time and part-time students). 

The government should address the disadvantaged position of part-time students by providing them with access to funding and financial support equivalent to that provided to full-time students. Equivalent funding and financial support should also be restored for students studying for ELQs. Where individuals have been made redundant and choose to re-skill by studying for an ELQ, employers should also contribute to funding and financial support through enhanced redundancy payments. 

Institutions should also be encouraged to promote a more flexible credit-based learning system that suits part-time and returning students. For example, the model put forward by Professor Christine King in her report to the Secretary of State for Innovation, Universities and Skills in 2008
 proposed a system of transferable credit-based learning and credit-based funding which would recognise achievement irrespective of mode, type and place of study, with the ability for students to enter and re-enter Higher Education and gain credit for the study they have undertaken. 

8) The treatment of postgraduate students;
The lack of joined up thinking in the current student finance and support system goes beyond the absence of support for part-time students and also extends to the treatment of postgraduate students. 

Taught postgraduate students constitute almost a fifth of all students in UK Higher Education institutions and just over three-quarters of all postgraduate students. Between 2001-02 and 2006-07, the number of taught postgraduate students increased from 363,000 to more than 440,000, a growth of 21 per cent. 

During the period 2000-06, there was also a 12 per cent increase in the number of researchers registered for doctoral degrees. However, 40% per cent of the UK doctoral researcher population came from outside the UK. Recruitment of UK-domiciled doctoral researchers has been static over the last five years. Financial difficulties and uncertainties and the relative unattractiveness of an academic career are some of the main reasons for the lack of growth in qualified UK-domiciled candidates. 

The rising cost of tuition fees, for international and domestic postgraduate students, is an issue that needs addressing. Figures on international student fees published by the Guardian
 show that that in 2009, universities were charging postgraduates in arts subjects an average of £10,389 (up 5.45% on the previous year's figure). In science subjects, the average fee was £11,769 (up 5.53% from 2008).  

Although it is understandable that in the absence of proper public funding universities have looked to recruit high fee paying international students to plug financial holes in institutional accounts, this is deeply unfair and discriminatory towards non-EU students. Given the global recession, and the need for the UK to compete to attract international students, high fees and inflation-busting rises are unlikely to be sustainable in the long run (notwithstanding the effects of the government’s points-based immigration system which is making it even harder for international students to get visas to study in the UK). 

Currently, postgraduates are in a more disadvantaged position than undergraduates. Postgraduate students not only have to pay higher fees than undergraduates, but they are not eligible for any financial support on the basis of income (in England, most local education authorities now provide funding only for PGCE students – although support for PGCE students is not always guaranteed). 

The issue of participation across social classes in postgraduate study requires closer examination. Statistics on this are rather patchy, although some research studies suggest that undergraduate patterns of class inequality continue at postgraduate level.

Research conducted on behalf of the Higher Education Academy has highlighted the importance of raising aspirations at the postgraduate level. Academics surveyed more than 1,000 final-year undergraduates and found that those without previous experience of Higher Education in their family were significantly less likely to stay on at university following their degree. Those worried about debt were also less likely to continue.
 Given the central link between postgraduate research and a university career, UCU is concerned that future academics are even more likely to come from wealthy backgrounds as fear of debt deters students from taking postgraduate research degrees.

The Milburn report on fair access to the professions notes that while postgraduate courses have increasingly become a necessary route into professional careers, not only is there no financial support system equivalent to that for undergraduates, but professional postgraduate courses are substantially more expensive than undergraduate degrees, often costing up to £12,000 a year.
 
The NUS have argued for means-tested bursaries for postgraduate courses leading to a professional qualification. However, this would lead to a binary divide in postgraduate courses between professional courses where financial support was available and academic courses where there was no such support, and would encourage even more utilitarian assumptions regarding the value of education. 
UCU would therefore argue for equal treatment across postgraduate courses, with postgraduates able to access financial support on the same basis as undergraduates. 

9) Impact on staff 
Any changes to the funding regime need to ensure sufficient income to institutions to maintain current staffing levels and to reflect the professional contribution of staff by ensuring that their pay keeps abreast of relevant comparators and increases in the cost of living. It is also important that pay point and grade progression under the national framework agreement is maintained. We expect that the quality of degrees should be of the same high level across HE, and that staff should also therefore be rewarded accordingly. The national framework agreement and national pay bargaining ensure that pay and conditions across the sector are equal for work of equal value.  

Whilst funding reductions are likely to have implications for staffing levels, and for staff pay and conditions, these are also clearly connected to the ability of institutions to provide a suitable educational environment and student services. Should staffing levels be reduced then the workload of remaining staff  already unacceptably high in many cases – is likely to increase further, making it harder to deliver the quality of teaching and support students need. Lecturers and teachers already on average work longer hours – or, to put it another way, more unpaid overtime - than most other occupations and suffer higher levels of psychological distress than other occupational groups, including doctors, managers and professional staff.
 

It is therefore essential that staffing levels remain sufficient to maintain the quality of teaching and student services across institutions without unacceptable workloads for individual staff members.  

10) Guaranteeing quality across institutions 

Any funding regime needs to ensure sufficient income to institutions to guarantee certain expectations of quality, and to maintain this across Higher Education institutions and degree courses. This relates particularly to staffing issues, and the need to keep student-staff ratios low and prevent a drift towards casualisation as already discussed above. 
The same considerations regarding quality and staffing apply to the increasing number of HE courses now available at Further Education Colleges (over 100,000 undergraduate students – more than 10% of the total - are now studying HE in FE institutions). 

The equal value of degrees across institutions needs to be maintained, and this means ensuring quality across institutions, through well rewarded professional staff as well as investment in student support services and facilities. 
However, there are a number of looming threats to this. For example, the previous Labour government was championing the notion of two-year degrees. These might be viewed by student applicants as a cheaper option (even if fees were proportionately higher, only two-thirds of the living costs would need to be covered). However, this would affect the student experience as well as placing added pressure on staff, some of whom might well be required to teach all year round without the necessary time allowed for scholarly activity.  A situation may be created whereby students from lower level socio-economic groups would increasingly opt for two-year degrees to alleviate the financial burden of study (possibly combining this with living at home), whereas students from wealthier backgrounds would continue to undertake three-year degrees and enjoy the traditional student experience of living away from home. This would exacerbate the tendency towards a two-tier system, with different qualities of experience. Furthermore, employers might continue to favour graduates with traditional three-year degrees and this might reduce the scope for social mobility for those from lower-income backgrounds with two-year degrees.  Moreover, two-year degrees would be less marketable internationally, given that many EU countries have only recently moved to reduce the standard degree length from four or more years to three under the Bologna process. 

In terms of maintaining consistency of quality, the potential problem created by the breaking of the link between teaching and research could also exacerbate the trend to differing quality of student experience. Students in teaching-only institutions would get a different quality of experience to those in research-led institutions, where they would be more likely to be taught by research-active scholars in the field. In teaching-only institutions the trend would be towards increasing the teaching workload and not allowing academic staff enough time for scholarly activity to inform their teaching.  

Another threat comes from the proposed Research Excellence Framework which will make some public research funding dependent upon demonstrating social and economic impact.
 The proposals are untested anywhere in the world and risk stifling the innovation for which UK universities are renowned. In December 2009 a survey for UCU found that the so called impact proposals were opposed by 69% of professors polled and that up to one third were considering working abroad to avoid the ‘impact’ of the proposals on their freedom to innovate.

HEFCE is currently undertaking a review of quality assurance arrangements for HEIs in England and Northern Ireland. UCU’s submission to the review stresses the need for direct academic involvement in the quality assurance process, academic freedom and institutional autonomy.  It also emphasizes our belief that a strengthened external examining system remains the best way to ensure academic standards in UK Higher Education. External examiners must continue to act as a critical and independent voice in the quality assurance process. 

In general, we believe that institutional quality and standards can only be maintained and improved in a context whereby adequate resources are made available for teaching and learning. Properly paid and well-motivated staff are a key ingredient in delivering high quality teaching and learning in Higher Education. Staffing issues are vitally important in helping to define the institutional context for quality. 

11) Conclusion

Despite high levels of casualisation and overwork among UK staff, the quality of HE teaching and research in the UK remains very high by global standards. The 2008 report from the International Graduate Insight Group found that the UK was the first-choice destination for 83% of international students  and that the top three factors influencing their decision were, in order, 'research quality', 'reputation', and 'teaching quality'.

However, current trends in UK HE threaten this international reputation. The 2006 funding regime has created a consumer culture among students and university managements which, taken alongside the larger class sizes which follow from government funding cuts and the proposed ‘impact’ changes in the funding of research, pose a threat to the quality of Higher Education in the UK.

Moreover, UCU has grave concerns about the current wave of redundancies occurring or being proposed in Higher Education, which threatens the quality of Higher Education in the UK. Apart from the human cost of committed professionals losing their jobs, it will lead to an increase in student-staff ratios, a decline in student support services and an increase in the workload for already overworked remaining staff. 

UCU believes a new settlement is required which recognises the importance of higher education to our society and economy. A holistic approach to the issue of funding would ask not whether tuition fees have coincided with an increase or decrease in participation but whether they are in fact the best way either to raise funds for HE or to maximise participation in it.

The 2006 reforms fail on both these counts. Tuition fees raise relatively small amounts of money, while creating substantial psychological and practical barriers to entry for many. The present system continues to have a detrimental effect on participation amongst students from lower socio-economic backgrounds. Any progress that has been made is tiny and derisory in comparison to the amount of money that has gone into widening participation of these groups. 

Fear of debt acts as a disincentive to study, particularly for those from under-represented parts of the community. We believe that by abolishing all tuition fees and making access to higher education free, participation would be reincentivised and access would become fairer.

It should be pointed out at this point that tuition fees for full-time undergraduates have been abolished in Scotland, and this has not had the catastrophic effect on the finances of HEIs in Scotland that proponents of fees might predict. HEIs in Scotland have survived due to the sector working together to make the case for increased public funding.  In the three most recent financial years, Scottish HEIs have had a higher level of operating surplus on average than HEIs in England. The lack of fee income from Scottish-domiciled full-time undergraduates has not brought financial meltdown in its wake. 

Fees in the rest of the UK have caused severe individual financial hardship and represent a blunt instrument which is a wholly ineffective way of address the negative funding gap for Higher Education between the UK and other countries. International data suggest that public expenditure as a proportion of expenditure on tertiary education institutions is decreasing overall, from 78% to 73% on average in OECD member states between 2000 and 2006, and from 85% to 81% in the EU. However, the UK figure is well below both the OECD and EU average, standing at 64.8%.

Employers benefit enormously from the plentiful supply of graduates in the UK but despite having one of the most lenient corporate tax regimes in the world provide little direct or indirect financial support to Higher Education (according to OECD figures for 2008, industry contributes 4.9% of Higher Education R&D funding in the UK compared to an OECD average of 6.1% and an EU average of 6.5%).
 

The landmark 1997 Dearing report listed the three beneficiaries of Higher Education as the state, the student and the employer and said the key was finding a fair way to get all three to pay their share.  The balance between the three now needs to be addressed to respond to the failings of the 2006 reforms. At present, the contribution made by employers falls way short of reflecting the benefits they receive from a well-educated skilled graduate workforce. 

UK business must recognise that its future performance is contingent upon the success of our higher education system and that it must pay a fair share through a business education tax to help create the sustainable higher education system that we all want to see. 
Our BET proposal would see modest hypothecated increases in UK Corporation Tax to the level of the G7 average. This would still leave the UK’s main corporation tax below that of France, Japan and the United States, while 96% of companies in the UK would be unaffected by the change.  This proposal would generate enough income to abolish tuition fees and bridge the gap between the UK and the proportion spent on universities by other countries.

Recommendations 

In summary, this paper sets out the UCU recommendations on the future funding of higher education in England, Wales and Northern Ireland as follows:

· abolition of tuition fees and the establishment of a Business Education Tax to fund Higher Education;

· rejection of alternative proposals that increase the financial burden on students or introduce new forms of taxation targeted solely at graduates (such as the NUS graduate tax proposal);

· a single national student support system, with proper maintenance grants;  

· should institutional bursaries remain, pooled institutional income to fund a single national bursary scheme to replace the current quasi-market in bursaries;

· an increase in the maximum maintenance grant, so that the total available - combined with the national bursary – comes to at least £8,025 (estimated average student annual living costs). 

· financial support for part-time students equal to that offered to full time students;

· financial support for ELQ students equal to that offered to first time undergraduates and, where staff are made redundant, employers to provide enhanced redundancy repayments to support ELQ study; 

· access to financial support and funding for post-graduates to be available on the same basis as undergraduates;

· measures to ensure the equal value of degrees and the high quality of provision across HEIs is maintained, also requiring proper financial reward for HE staff and the maintenance of equal pay and terms and conditions for work of equal value across the sector.
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