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SUmMARY
1. Part-time higher education is an integral part of the higher education landscape, providing complementary benefits to full-time study at lower net cost to the state.

2. More than ever before, the nation needs a strong and vibrant part-time sector to provide the diversity and flexibility of provision that students require, to re-skill and up-skill the workforce, and to bring more people from non-traditional backgrounds into higher education.  These are key national priorities and they deserve urgent attention.  

3. Currently, there are serious financial inequities in the treatment of part-time and full-time undergraduate students. All full-time students have access to non means-tested student loans to pay for their fees, so effectively their study is free at the point of entry.  Part-time students have to pay their fees up front and largely from their own pockets.  Means-tested fee and course grants are available to those who study at or above half the full-time rate but nearly two-thirds of part-time students in England study at or below this level and so are automatically ineligible for any government financial support.

4. For this reason, universities that provide courses for part-time students have to set fees at levels well below the full-time equivalent.  This puts part-time programmes at a serious financial disadvantage when compared with full-time provision.

5. We wish to abolish the separate categories of full and part-time students in the English HE funding and student finance structure and remove the current inequities faced by part-time students.  

6. In its place we seek to create a single, integrated system of university funding and student support that draws no distinction between modes of study.  In this system, all students would be treated according to their needs and all universities would be resourced on a common basis.  Such a reform would create a fully flexible higher education system irrespective of mode of study.
7. Our vision is underpinned by the following principles:

a) Higher education should be free at the point of entry to all undergraduate students taking 30 credits or more (i.e. 0.25 FTE);

b) All such students should have equal access to grants and loans with the level of financial support increasing as the intensity of study increases;

c) All students and graduates should have the option to contribute towards the cost of their study through the tax system when their income exceeds a certain level;

d) All institutions should be able to set fees at a level that is sufficient to sustain a high quality learning experience for students.


introduction
8. Part-time higher education meets the requirements of students, employers and government.  It creates choice and flexibility in English higher education, raises the skills level of the workforce and helps to broaden participation in higher education.  It does so in a cost-effective way.
9. However, access to that provision is severely constrained by the paucity of financial support available to part-time students. Part-time students have to pay their fees up front and largely from their own pockets.  Fee and course grants are available to some part-time students but they are means-tested, have much lower income thresholds than those for full-time students, and are capped at levels that provide only partial fee support.  Both the fee and course grant are available only to those who study at or above half the full-time rate.  Nearly two-thirds of part-time students in England study at or below this level and so are automatically ineligible for any government financial support. Only around 10% of all part-time students receive government-funded fee and course grants.
 
10. Equally, the ability of universities to sustain the quality and range of their part-time provision, and to grow it, is constrained by the significant gap that exists between levels of resourcing for full-time and part-time study
.   The gap has arisen because of the introduction of variable fees for full-time students.  Under the present system, if the fee cap was raised, the gap would widen further. We believe that closing the gap should be among the Review’s top priorities. It cannot be left to some later programme of change.
11. We propose below that this could be achieved by creating a single, integrated system of university funding and student support that draws no distinction between modes of study.  Under our proposals, all students would be treated according to their needs and all universities would be resourced on a common basis.  
12. We have modelled the additional costs that such a system would create and we point to different ways in which that burden could be shared between students, universities and the Exchequer.  We believe that the costs are modest and can be more than offset by other savings and benefits.
The value of part-time study

13. The Open University, Birkbeck and many other institutions up and down the country bring flexible, high quality learning to many thousands of part-time students every year.  Half a million people a year study undergraduate courses in English universities and colleges on a part-time basis.  This represents 39% of all undergraduate students.
 
14. We know from the National Student Survey that a great many find this experience inspiring, challenging and rewarding.  We know, too, that employers value the contribution that part-time learning and skills development makes to business improvement.  But above all, we know it makes a vital contribution to wider national policy objectives.

15. The great value and benefit of part-time learning is that it:
e) Creates greater choice and flexibility in English higher education
Students can choose to study in very different ways (face-to-face, mixed media, online), in various environments (campus-based, home-based, and work-based) and for a number of different learning outcomes (course credits, certificates, diplomas, foundation degrees, honour degrees, etc).  
Part-time providers are also leading innovators, exploiting the possibilities of new media and the potential of social networking, to build new bridges between informal and formal learning and set new standards for the sector as a whole.

f) Raises the skills level of the workforce

Nearly two-thirds (64%) of part-time undergraduates study for vocational and professional qualifications compared with just over a tenth (11%) of full-time students.
  Most part-time students study to further their career aims (89%) and most study courses that are related to their current occupation or employment (78%).

The vast majority of part-time students use the skills and knowledge learnt on their courses in their jobs (83%).  As a direct result of their studies, they believe that their ability to do their job improved (67%), they took on more responsibilities at work (54%), and their relationship with their employer (53%) and their colleagues got better.

Crucially, employers believe that employees studying part-time have skills and knowledge that are equal to or better than those who gain their qualifications on full-time courses. 

g) Promotes social inclusion
Part-time learning extends educational opportunities to those who would otherwise be excluded from higher education.  Currently, at least 40% of part-time students aiming for an undergraduate qualification in England have a qualification below Level 4 or equivalent, or no qualifications at all.
  Moreover, almost 30% belong to the routine or manual socio-economic group – a higher proportion than full-time students. Indeed, the average household income of all part-time students was around £20,000 in 2007-08, which is well below the UK’s average income per household.

16. The quality standards applied to part-time learning are, rightly, no less rigorous than those applied to full-time study. Indeed, it can be fairly said that the results of the National Student Survey reflect the care paid by the leading part-time providers to the quality of their teaching and the varied needs of their student population.  The Open University has been ranked the first or second university for student satisfaction in all four years of the National Student Survey. Birkbeck has been rated number one in London by the NSS for student satisfaction in multi-faculty HE institutions and ranked fourth nationally.
17. It has been critical to the mission of both institutions that second chance students should not have a second quality education.  At The Open University and Birkbeck, high-quality teaching is underpinned by high quality research and scholarship.  Birkbeck submitted over 90% of its staff in the last Research Assessment Exercise (RAE) and was ranked in the upper quartile of universities. The Open University climbed 23 places to 43rd in the latest RAE, making it one of the UK’s fastest-rising research universities.  In both institutions, research feeds directly into teaching and curriculum development, delivering the world-class higher-education experience that part-time students deserve. 
18. Part-time undergraduate study is not only serving the present but it is also fit for the future.  It is widely recognised that the next stage of expansion in higher education will depend on providing opportunities for different types of people to study in a wider range of ways than in the past. The focus will be on a great diversity of models of learning - part-time, work-based, foundation degrees, and distance learning.  There is a commitment, too, to social mobility, high quality teaching, scholarship, and widening participation.

THE resources required to sustain part-time provision
19. The cost structures of full-time and part-time higher education, and of conventional and distance learning, have similarities as well differences but their resource requirements are essentially similar, not least because both seek to achieve high quality learning experiences and successful outcomes.
20. The costs of teaching part-time and full-time students are similar in the following ways:

h) salaries – universities draw from the same pool of staff for teaching part-time programmes as full-time courses and so have to offer competitive salaries, particularly as staff belong to the same trade unions;

i) infrastructure – part-time courses taught on campuses have largely the same infrastructure needs as full-time courses whilst those providing part-time study at a distance have similar needs for their academic and support staff, even though lecture halls and seminar rooms are replaced by other types of infrastructure;

j) bursaries – widening access and increasing participation is as much a driver of cost in the part-time sector as the full-time sector, and additional funding for bursaries would form an important element in reducing financial constraints on study.

21. The only major difference in cost between full and part-time teaching relates to the higher costs incurred in the part-time sector in recruiting and supporting larger numbers of students per funded FTE than the full-time sector.  The factors responsible for these higher costs have been described in a HEFCE-commissioned report and include the costs of recruitment and advertising, information, advice and guidance, application and enrolment, fees collection and student records, academic guidance, pastoral support and the support of teaching, all of which are a function of student headcount rather than full-time equivalent (FTE) students.
 The HEFCE-commissioned study concluded that the cost of part-time provision was between 15% and 44% higher than for equivalent full-time provision, the exact figure depending on the student’s study load and other factors.  
22. That said, part-time higher education is a more cost-effective form of provision than full-time when all the public income and expenditure relating to the period of study are taken into account.  There are two key contributors: one income related and the other expenditure related.  In respect of the former, 81% of part-time undergraduate students remain in work whilst studying and are net contributors to the Exchequer through income tax, employees’ national insurance contributions (NIC) and employers’ NIC whereas full-time students are a net cost to the Exchequer in the period of their study (as their earnings tend to be below or close to the minimum income tax and NIC thresholds).  In respect of the latter, it is only full-time students who qualify for maintenance grants and loans.

The resources available to part-time providers and students
23. Although part-time programmes have similar resource requirements to full-time programmes, the part-time sector is under resourced compared with full-time.  Universities with high proportions of part-time students have largely been denied the additional income that those teaching large numbers of full-time students have received since 2006 through higher fees subsidised through income contingent loan repayments.  At the same time, and in the absence of a mode-blind regime for funding universities and student support, prices for part-time courses are generally near the limit that the market will bear, even in an environment in which full-time fees have increased.

24. Yet the current HEFCE funding methodology assumes the same fee income per FTE student for both full- and part-time students in the calculation of the assumed resource.  The assumed fee level is set at a level significantly below the real full-time fee and thus enables full-time providers to retain a significant portion of the benefit of charging higher fees when the combination of grant and fees is taken into account.  This is not the case with part-time providers.

25. The current HEFCE funding methodology works against part-time providers in other ways. As noted above, the part-time targeted allocation, which is designed to take into account some of the additional transactional costs associated with teaching a large number of part-time students per FTE, is set at a level that does not consistently cover the true costs.
  Furthermore, as noted below, the implementation of the ‘ELQ’ policy has had a disproportionate impact on the part-time sector (see paragraph 56 below).
26. Universities therefore need additional support in order to provide part-time students with teaching and facilities equivalent in quality to those enjoyed by full-time students.  Already part-time provision in largely full-time universities is ceasing to be economically attractive, resulting in the withdrawal of provision and in a consequent decline in part-time student numbers.
   
27. The current divided and unequal system of student support renders the part-time system potentially unsustainable in the face of any further significant growth in costs or the ‘significantly accelerated reduction’ in public spending that has been signalled by the Coalition Government.  In the absence of access to the structure of loans and grants available to the full-time sector, the part-time sector will have no option but to impose major expenditure reductions which could rapidly damage quality.  

a mode free approach
28. The wall between the funding of full- and part-time students and provision contrasts sharply with systems in other developed countries which draw no distinction made between modes of study.  We believe these provide models for the funding of higher-education in England.

29. We seek the creation of a system of funding that is capable of ensuring the sustainability of the higher-education system in all its modes of delivery and that is fair to students.

30. We believe that the creation of a mode free system of funding is important for four reasons:
k) It helps students make appropriate study choices.  Traditional boundaries between full and part-time learning are fast breaking down as most students seek to balance, in different ways, the demands of work and learning and personal commitments.  We need a system that recognises and supports this growing diversity and enables students to mix periods of ‘part-time’ and ‘full-time’ learning – i.e. to vary their intensity of study as their circumstances change and to move easily between one mode and another.
l) It helps Government to achieve national policy objectives.  The current two-tier system of financing incentivises full-time provision over part-time study because it enables universities to generate higher levels of per capita income from full-time programmes than from part-time provision. Yet the nation needs to expand part-time study to create greater choice and flexibility in higher education, to raise the skills level of the workforce, increase social mobility and attract a higher proportion of students from disadvantaged backgrounds.
m) It enables universities to protect quality. Part-time providers are subject to the same cost pressures as full-time providers (e.g. in needing to attract and retain the best staff and to invest in innovation and infrastructure development) and yet part-time provision has a lower unit of resource than full-time provision.  Unless universities are able to support part-time programmes at levels equivalent to full-time provision, there is a grave risk that part-time programmes will be driven into the low resource, low quality end of the market with damaging consequences for the quality of teaching and the student experience.
n) It enables universities to be fully flexible in their provision.  Currently it is very difficult for most universities to move provision between different modes of study in response to changes in market demand or in the circumstances of the students they have recruited.  If there is no distinction in modes of student finance, it will be much easier for them to adjust curricula and study loads as the need arises.

our proposition

31. Under our proposals, any EU citizen resident in England would (as at present) be eligible to enrol on a unit of study at a university in England.  The university would determine whether to accept them, taking account of any limits imposed by the Government or Funding Council.  

32. If they were accepted, the university would be able to claim a unit of funding from the Funding Council.  The unit of funding would be determined by the amount of study that the student intended to undertake (expressed as credits or fractions of an FTE).

33. The university would also set a fee to be paid by the student or by a body acting on their behalf.  Universities would have discretion to determine the fee they charged subject to any maximum limit set by the Government.  The maximum fee would be fixed in relation to the number of credits (or the fraction of an FTE) being studied.  
34. The details of our proposition are set out below.
Financial support for students
35. All students taking 30 credits or more at undergraduate level would be eligible for grants or loans to help pay their fees, irrespective of mode of study.  Those studying at a full-time rate would also be able to claim support for maintenance costs.


Grants for Students on Low Incomes

36. In order to protect and encourage fair access for all, students with low household incomes who are studying 30 credits or more would be eligible for grants to cover the cost of their fees.

37. The amount of fee grant payable would be related, first, to the number of credit points or proportion of an FTE that the student was studying.  So a student enrolling on a 60 credit course would receive up to half the fee grant payable to a student taking a 120 credit course.  The amount payable would be related also to the amount of a students’ residual household income so that, above a given level, the amount of fee grant would reduce on a tapered basis until it gradually fell to nil.  Students receiving less than the full fee grant could make up the difference with a fee loan (see below).

38. The cost of the fee grant would be borne by the Government or shared between the Government and the university (in the form of a bursary).  It would be paid direct to the university on the student’s behalf.

39. It could be argued that fee grants are unnecessary if all students are to have access to income-contingent loans (described below).  However, grants have been shown to be a critical factor in maintaining student participation levels in recent years since they remove both real and perceived barriers to access amongst those non-traditional students who are most risk averse.
 
40. This is confirmed by the Student Income and Expenditure Survey which showed that, of the 30% of part-time students who said their decisions about HE study were affected by the student financial support available, the vast majority (70%) would not have studied without funding.
  A recent survey of Open University students suggests that the replacement of fee grants with loans could lead to a 50% reduction in the number of part-time students who are currently in receipt of fee grants.
   This would clearly have a severe detrimental impact on the participation of under-represented groups.
Loans for Other Students
41. Students who are not eligible for fee grants and who are studying 30 credits or more would be able either to pay their fee up-front (and receive a discount) or take out a fee loan (repayable through the tax system) or fix on some combination of the two.  The size of the fee loan would be related to the number of credits (or the fraction of an FTE) being studied.  In other words, the maximum loan available to a student studying 60 credits would be half that of someone studying 120 credits. 
42. If the student took out a fee loan, they would begin repaying the loan automatically once their income exceeded the minimum income threshold for the year. Liability for repayment would start on graduation or after the end of the student’s first course or module in cases where students were not aiming for degrees.  The student might also choose to make voluntary repayments at any time to the HM Revenue and Customs and receive a bonus on payments above a certain limit. The compulsory payments would increase as salary increased so the more a student earned, the higher the repayments they would make until the agreed loan was paid.   
43. The loans would have, as at present, a long repayment period, with repayments related to monthly income, and forgiveness after a stated number of years, in order to protect those on low incomes.  
44. The terms of the loan would be set by Government.  The level of public subsidy could therefore be varied by changing the interest rate, the rate of repayment, the period of repayment, and the thresholds at which repayments started. The cost to Government would depend on how these variables were set and whether and at what level a fee cap was established.  The Student Loans Company would need the necessary resources, systems and processes to cope with a significant increase in the number of individual students with which it would be required to deal.
45. These arrangements would apply equally to full-time and part-time students. All students would thus be able to participate on equivalent terms.  We recognise, however, that the transaction costs of awarding grants and loans to those studying very short courses would be high and the likely take-up relatively low.  We therefore propose that grants and fees should only be made available to those studying 30 credits or more (i.e. 25% of an FTE).  We have chosen this threshold because 30 credit courses are important building blocks in a credit-based system.  Indeed, a large number of part-time students study at this rate every year
.  Institutions could, of course, offer grants and bursaries to students taking less than 30 credits but they would need to fund those themselves or use the Access to Learning Fund.

Support for living costs

46. Students studying 120 credits a year (i.e. the current full-time rate) may require help with living costs.  Under our system they would be eligible for maintenance loans, part of which would be means tested.  The means tested loan would replace the current means tested grant and would be of equivalent value.  

47. Currently, part-time students on low incomes are eligible for fee grants and full-time students are eligible for maintenance grants.  Under our system, all students on low incomes would be eligible for fee grants and full-time students would additionally be eligible for maintenance loans. 

48. Students who study at lower intensities do not require help with living costs to the same extent as full-time students, except when they are not in work or on low incomes: in these cases, they already have access to benefits or tax credits to help with living costs and would lose those entitlements if they were also to receive student maintenance grants or loans. 


Financial support for universities
49. As outlined above, under our proposals, all universities would be able to claim a unit of funding from the Funding Council for each student they registered who was studying a credit bearing course.  The unit of funding would be determined by the amount of study that the student intended to undertake (expressed as credits or fractions of an FTE) and by other factors.  This accords with current practice.  Four other aspects of the current system, however, require careful review and consideration.

The Fee Assumption

50. Currently, the HEFCE estimates the amount of resource that is required to teach a student in a given group of subjects and then deducts an assumed fee for that student before determining the level of teaching grant to be allocated to the university.  If this system is to be retained in the future, it will be important for the fee assumption to recognise and support differential fee setting, and not to be set at levels close to the fee cap.  Universities must have freedom to set and vary fees in response to market demand.
51. In addition, in setting the fee assumption, the HEFCE will need to allow time for fees for ‘part-time’ courses and programmes to find a new level.   Because part-time students do not at present have access to fee loans, institutions currently set fees for part-time courses at levels that students can afford to pay ‘up-front’ at registration (currently, on average, less than half the equivalent full-time level).  Better support for part-time students will enable institutions, if they choose, to begin to increase their fee levels to generate additional resource.  However, it will take some time for part-time fees to get close to, still less match, the fees currently charged to full-time students.  It will take longer still for them to rise to the higher levels that are now being postulated for full-time students.  Indeed, it is to be questioned whether such high fee levels can ever be contemplated for some low intensity courses and programmes given that mature students (who constitute the majority of part-time students) may not see enough financial return over what remains of their working lives.

52. A survey of Open University students carried out this year shows considerable resistance to sudden and large increases in fees, even in a situation in which fee grants are available to students on low incomes and fee loans are available to others.
  The Open University, Birkbeck and other part-time providers will therefore need to move cautiously in increasing fees, testing the market as they do so. It will be important that the HEFCE supports this approach through its management of the fee assumption.

Part-time Student Allocation 

53. Currently, universities receive a targeted allocation (separate from the FTE allocation) to recognise the additional transaction and other costs associated with recruiting and supporting ‘part-time’ students.  This means that part-time providers, who may recruit two or three part-time students per FTE student, are in some degree, but not wholly, compensated for the extra costs of recruiting and teaching large numbers of students studying small credit courses.  

54. It is essential that any new funding system continues to recognise these additional costs, either by continuing the current allocation (in which institutions receive additional funding relative to the number of part-time undergraduate student FTEs that are funded through the HEFCE teaching grant) or by moving to a system in which all universities receive an allocation relative to their headcount number of students (as operated by the Higher Education Funding Council for Wales).  In both cases, however, the per capita sum needs to be more closely aligned with the real costs of registering and supporting students. Research commissioned by HEFCE in the past, and referred to above, has revealed that the current part-time student allocation is inadequate to meet the additional costs of supporting ‘part-time’ students.
 
Widening Participation Allocation

55. Universities also currently receive a widening participation allocation to recognise the additional per capita costs of recruiting, teaching and retaining students from disadvantaged neighbourhoods and students with disabilities.  These allocations enable universities to meet the needs of students from disadvantaged backgrounds who are currently under-represented in higher education and to improve their chances of completing their studies.  It is important that this funding is maintained in any new system of funding in order to promote social inclusion.

ELQ Students

56. In 2008 the Government decided to withdraw £100m of funding for students in England who were studying for a qualification equal to or lower than a qualification they had already achieved (an “ELQ”).  Despite measures taken by the HEFCE to ease the transition, the effect of this decision was felt disproportionately by the part-time sector.  Funding for about 2% of FTE students has been lost from the full-time sector whilst the part-time sector has lost funding for over 20%.  The effect of this imbalance is to further exacerbate the under-funding of part-time provision (The Open University lost funding for 25% of its 140,000 students with a continuing loss of income of approximately £30 million each year.  Birkbeck lost funding for 38% of its 19,000 students with a continuing loss of income of approximately £7 million).

57. The withdrawal of funding for ELQ students not only weakens the role of universities in responding to the recession and to Government initiatives but also puts the continuing professional development of the nation’s highly skilled workforce in jeopardy and threatens our economic health and international competitiveness at exactly the wrong time.  For this reason, it is important that the further training and development of graduates and other ‘ELQ’ students is supported from public funds.
meeting the cost 

58. We have commissioned London Economics to model the arrangements set out above in which all students qualify for fee grants or fee loans (depending on income) and full-time students are additionally eligible for maintenance loans.
 

59. This modelling reveals that, if all fees were set at £3,225 per FTE (i.e. the sum currently charged to full-time students), the extra cost of extending fee grants and fee loans to ‘part-time’ students would be £132 million per annum.  Of this sum, £76 million relates to the additional cost of providing fee grants to part-time students and £56 million relates to the additional RAB charges on fee and maintenance loans (i.e. the cost of the interest rate subsidy and of loans not repaid).  The additional cash requirement would be £240m.  Details are given in Appendix 1.
60. We believe this is a relatively modest proposal.  Nevertheless, we recognise that it places additional demands on the Exchequer at a time when Government is seeking to reduce public spending and borrowing.  We acknowledge, therefore, that ways will need to be found of managing costs down in order that our proposals are overall cost neutral.  
61. The UUK, in its submission to the Review Panel, has indicated some options which it believes are worthy of analysis
.  We also believe that these require investigation.  Until that further work has been completed, we do not support any one particular proposal above another.

62. UUK has identified a number of options for reducing the cost to Government of providing loans.  First, Government could introduce a real rate of interest on student loans.  If this policy were to be implemented, London Economics has estimated that the cost of extending the current system of fee loans to include part-time students could be recovered by charging an additional real interest rate of 0.4%.  Second, Government could reduce the burden on the Exchequer by increasing the repayment rate (currently 9% of earnings above £15,000), extending the period after which debt is written off (currently 25 years) and / or lowering the threshold at which people start repaying (currently £15,000 per annum). 
63. There are also, as UUK has pointed out, a number of ways in which the cash cost could be reduced or removed.  One option is that the student loans scheme could be funded privately by banks and other financial institutions, enabling the state to target help on the potential students who really need it.  Another possibility is that universities might take some responsibility for the financing arrangements.  Within the latter, a number of different arrangements are possible.
64. Finally, as UUK has pointed out in its submission, some consideration will need to be given to the way in which any revised financial support arrangements for students interact with the public funding of universities through HEFCE, and particularly with the ‘fee assumption’ that HEFCE uses in its calculation of grant. HEFCE has already indicated that the fee assumption should be reviewed.   

The Impact on Student Behaviour

65. The modelling that has been undertaken by London Economics assumes that student numbers remain unchanged or decline slightly (depending on the scenarios that are modelled).  In fact, a number of outcomes are possible. 

66. On the one hand, improved levels of support for part-time students (in terms of fee grants and fee loans) may increase take-up amongst those who had previously dismissed part-time study on the grounds of cost.  There are more than six million adults of working age currently possessing only A-Levels or equivalent qualifications, many of whom could benefit from higher education. Recent research indicates that around four million adults would actively consider going to university if it was more accessible and they could be provided with financial support.

67. The creation of a level playing field may also create opportunities for students to opt for part-time study in preference to full time.  The Open University is already experiencing a significant growth in the number and proportion of students under 25 (up from 14% in 2000 to 27% in 2009).  Birkbeck’s 2010/11 undergraduate applications are 10% up on last year.  It is possible that, with improved financial support for part-time study, this upward trend will continue and perhaps accelerate.  
68. Because part-time students do not require maintenance support, this would have a beneficial effect on the public finances.  A 5% transfer of students from full-time to part-time study would represent a saving on public expenditure in resource terms of nearly £40 million per cohort of students and reduce the cash cost by around £170 million.  Also, there would be an addition to tax and NIC revenues from those students in paid work.
69. On the other hand, raising the fee cap may cause some people not to take HE courses and qualifications as a result of the increase in costs.  The availability of grants and loans is critical to minimising this effect, as recent research undertaken by The Open University amongst its own students has demonstrated.
  
70. In addition, as noted above, The Open University and Birkbeck would seek to limit any adverse on student enrolment by raising fees slowly and incrementally, monitoring the impact on the most vulnerable students and ensuring that potential students on middle incomes and above understood and accepted the benefits of income contingent loans.  Furthermore, there is much to be done in improving communications.  The same survey of Open University students revealed a general lack of understanding of income contingent loans, except amongst those under 25 and those with children at university. 

71. Three conclusions can be drawn.  First, that improved levels of financial support for part-time students may increase take-up of higher education and may lead to a transfer of students from full-time to part-time study.  Second, that grants and loans will help to retain existing part-time students.  Third, even so, that any significant and sudden increase in fees risks losing large numbers of students.  Universities will need to proceed slowly and cautiously if they are to raise fees whilst still ensuring equality of access. 

benefits and risks

72. Our joint proposal for a new unified system of fees and financial support in England would bring benefits to Government, students and universities.  It would enable Government better to align public funding with public policy objectives and remove the increasingly inflexible and artificial distinctions between full-time and part-time study.   It would enable students to make learning choices that were more directly informed by educational criteria than by financial considerations. It would enable universities to set fees at a level sufficient to sustain a high quality learning experience for all their students.

73. However, there are risks and challenges, as well as benefits, to this approach.  One risk is that a high fees strategy will damage student participation.  It is therefore essential that a robust system of student financial support is introduced that helps all students, but especially those on low incomes.  It is also important that the availability of grants and income-contingent loans, with relatively generous interest and repayment rates, are fully explained to students and potential students.

74. Equally, however, there are risks of not adopting such an approach.  There is, in particular, a danger that continuing to charge relatively low fees to part-time students at a time of growing restrictions on public funding would make it unattractive for universities to maintain part-time programmes when full-time fees are rising.  A low fees regime for part-time programmes could, in particular, threaten the viability of wholly part-time providers and, in the long-term, force part-time education to become a second tier, low quality alternative to full-time education.  We cannot allow the gap between a well-resourced full-time sector and an under-resourced part-time sector to grow ever wider; it will prove even more difficult to bridge in the future than it is now.
CRITERIA FOR SUCCESS

75. The Review has set down a number of criteria by which it intends to judge the feasibility of proposals put before it.  We believe our proposition meets the criteria in the following ways:
	HE System as a whole


	Will be durable in the long term, and responds to the short-term pressures of the current economic situation

It is critical that The Review reforms the system as a whole and does not repeat the error of 2004 of reforming the full-time sector and treating the part-time sector as an afterthought.  Full and part-time study are part of a single ecology and require a holistic model of student access and support.  A fully equitable and flexible system will enable both students and universities to respond to the challenges posed by the current economic situation.  Without reform, the system will continue to provide skewed incentives at a time when flexible and innovative provision is important and the part-time sector will be increasingly unable to sustain its high-quality provision.
Fosters the flexibility and autonomy of providers and the diversity of HE provision

Evidence submitted to the first phase of the Review demonstrated that the diversity of the system is currently declining as full-time institutions increasingly find part-time provision financially unattractive and students are discouraged from moving between modes of study. Without parity of treatment for all modes of study, the flexible provision that the nation requires and students demand will rapidly diminish.  Full flexibility will enable providers to make their autonomous choices about how they serve the rapidly changing market for higher education.

Is affordable to students and the state

Our proposals are affordable to students through the provision of loans throughout the system and the retention of fee grants for the poorest students, provided an incremental approach is taken to any increases in fees and fee assumptions.  Affordability is evidenced by the research we have carried out. The costs to the state could be partially or wholly recouped through one or more of the various mechanisms we have outlined above. 

Is practicable to implement and enforce

All the elements in our proposal have been operated successfully in other parts of the world (or in some cases in other parts of the UK).  An integrated system of grants and loans is transparent, simpler, more streamlined and therefore cheaper than the diverse and dislocated arrangements currently in operation.  Some adjustments would need to be made to enable the student loans system to scale up to meet larger and more varied demand.  A better communications programme about the availability of grants and loans and the options for repayment would be required for all categories of students.

Enhances the UK’s competitiveness in global HE markets

A properly resourced part-time sector will help to reskill and upskill the workforce in order to deliver innovation, improve productivity and enhance competitiveness at minimal cost.  Moreover, a fully flexible system would enable UK institutions to make more comprehensive offerings to global markets, moving between recruitment to full-time UK programmes and the provision of part-time study in-country.
Satisfies students’ desire for learning
There is latent unmet demand for HE level education among those in full-time work.  Our system would enable more of the four million adults currently discouraged from entering HE by the prevailing system of fee support to access learning through part-time routes.
Can be expected to enhance employer involvement 

UUK research finds that employers would continue to invest in employees even if income-contingent loans were available.  A sustainable part-time provision remains the most effective means of delivering training into the workplace, closer to where the skills will be valued, thus improving both learning and application.  An easier engagement by full-time providers in the part-time market would encourage them to extend relationships with local employers and further to develop bespoke training. 

	Participation


	Offers a robust mechanism for widening participation and ensuring fair access

The current system does not provide fair access for all categories of students.  The proposed integrated system would remove cost from the point of study, and would further sustain students stressed by economic or family pressures by enabling them to move between intensities of study as their circumstances permit.  Rigidity is the enemy of fair access. 

Is easy for students and potential students to understand and use

A single system of grants and loans for all undergraduate students studying 30 points or more is simpler for students to understand.  Currently the full-time arrangements, which are themselves complex, are communicated as the norm and part-time students face a difficult task in understanding their significantly different and diminished support system.  Any student contemplating a move between modes of study has to negotiate two quite separate administrative procedures.

	Quality


	Incentivises efficiency and increased quality

The part-time sector requires heavy investment in student support systems and in educational technology if it is to continue to deliver a high standard of service.  It requires the creation of a sustainable funding environment to continue to make the long term investments which can make this mode of study the best of its kind in the world.  Efficiency in the management of mixed mode institutions will be increased if they no longer have to manage two separate student economies.

	Sustainability


	Improves the long-term sustainability of the student finance system

To deal with current and any future economic situations, it is essential that part-time providers are able to move the balance of their funding between different categories of income.  The current exclusion of part-time provision from access to student loans will increasingly restrict their capacity to manage their economies flexibly and efficiently.  The loans system for full-time students has been shown to work, and will continue to do so on a comprehensive basis with some modifications to the conditions of repayment.   
Reduces administrative burden on institutions and public bodies

A simpler system to administer will inevitably reduce the administrative burden and costs for both institutions and public bodies.
Ensure that any increase in private contributions does not lead to additional costs to the state

Recurrent additional costs can be met by adjustments to repayment conditions.  One-off borrowing requirements can be offset by a range of contingent economies in state support for higher education.  


CONCLUSION
76. The Review Panel has reported that there is “a clear consensus that the student finance system for part-time students is not sufficient, especially when compared to the support provided for full-time students”.  Furthermore, it has commented that “the current system provides skewed incentives at a time when flexible and innovative provision is important”.  This is also our view.

77. We believe that the current dual mode system requires significant overhaul. In its place we wish to create a single, integrated system of institutional funding and student support that draws no distinction between modes of study.  In our system, grants or loans would be available to all students (depending on income) and maintenance loans would additionally be available to full-time students.  The costs falling on the Exchequer could be met in a number of ways, as we have outlined above.
78. Such an arrangement would enable universities to set fees at levels sufficient to sustain a high quality learning experience for students and to begin to close the funding gap between part-time and full-time programmes.  This in turn would restore incentives to universities to engage in, sustain and expand part-time provision.  

79. More than ever before, the nation needs a strong and vibrant part-time sector to provide the diversity and flexibility of provision that students require, to re-skill and up-skill the UK workforce, and to bring more people from non-traditional backgrounds into higher education.  These are key national priorities and they require urgent attention.  We cannot afford to let this opportunity for real systemic change slip by.  We must act now.
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Appendix 1

OUR PROPOSAL IN DETAIL

Introduction

80. We wish to create a single, integrated system of university funding and student support in England that draws no distinction between modes of study. This appendix illustrates how such a system could be created and models some likely costs.  It is based on modelling we have commissioned from London Economics.
 
81. Our proposals envisage a new system of student support in which all students (regardless of mode) are eligible for fee grants or loans (depending on their household income) and all students taking 120 credits additionally qualify for maintenance loans to help with living costs.  No longer will fee grants be limited only to part-time students and fee loans confined solely to full-time students.  All students will have equivalent entitlements. 
82. A feature of our proposals is that full-time students will receive fee grants rather than maintenance grants but will receive additional maintenance loans to ensure their total level of support (fee loans, fee grants, maintenance loans and statutory bursaries) is the same as under the current student support regime.  No maintenance support will be provided to students studying at an intensity of less than 120 credits since their needs are met through employment and the benefits system.

83. London Economics has modelled the costs of these proposals under three scenarios, one of which is outlined below.  In accordance with current policy, the modelling excludes students studying for an equivalent or lower qualification (an ELQ). 

features of our model
84. In columns 2 and 3 of Table 1 below, we set down the current financial support arrangements for full-time and part-time students.  The notes to the table provide more detail.  

85. In column 4, and in the paragraphs that follow, we outline our proposals for an improved and simpler system of support for all students.  

86. Column 4 assumes that fees for all undergraduate students become subject to a fee cap of £3,225 per FTE or £1,612 for 60 credits (i.e. the same level that currently applies to full-time students).  The student support arrangements must therefore allow for the possibility that institutions could charge up to this maximum level.  The fees that institutions actually charge, however, may be less than this and any increases are likely to be phased and carefully monitored.

87. Column 4 then provides for means-tested fee grants to be offered to all students on low incomes.  The thresholds at which part-time and full-time students become eligible for grants (whether for fees or living costs) are currently different and need to be aligned so that eligibility for support is based on need and not on mode.  For modelling purposes, we have assumed that the thresholds currently applied to full-time students (for maintenance grants) are applied to all students (for fee grants). The amount of grant payable is related to the number of credit points or proportion of an FTE that the student is studying.  

88. The Office of Fair Access requires that institutions charging the maximum fee offer bursaries equivalent to 10% of the tuition fee to full-time students receiving a full maintenance grant.  We have assumed that under our proposals this ruling would now apply to all students.  In cases, therefore, where institutions apply the maximum allowable fee, the grant plus the statutory bursary should be sufficient to cover the fee.  The size of the bursary would be adjusted pro rata to the intensity of study.

89. Finally, column 4 provides for fee loans to be extended to students who are not eligible for fee grants.  These loans would be available to all students, but again with the maximum size of loan related to the intensity of study.

Table 1:  Current and Proposed Financial Support Arrangements

	1
	2
	3
	4

	
	Full-time Students

(current)
	Part-time Students

(current)
	All Students (proposed)

	Tuition Fee: max
	£3, 225 per FTE
	n/a
	£3,225 per FTE

	Tuition Fee Grant i
	
	<25% FTE: zero
	<25% FTE: zero

	
	
	25-29%: zero
	25-29%: £725

	
	
	30-49%: zero
	30-49%: £870

	
	
	50-59%: £805
	50-59%: £1,450

	
	
	60-74%: £970
	60-74%: £1,742

	
	
	>75%: £1,210
	75-99%: £2,176

	
	
	
	100%: £2,906

	Statutory Bursary ii
	10% of fee
	Zero
	10% of fee

	Tuition Fee Loan iii
	£3,225 (max)
	Zero
	<25% FTE: zero

	
	
	
	25-29%: £806

	
	
	
	30-49%: £967

	
	
	
	50-59%: £1,612

	
	
	
	60-74%: £1,935

	
	
	
	75-99%: £2,418

	
	
	
	100%: £3,225

	Maintenance Grant iv
	£2,906
	Zero
	 Zero

	Maintenance Loan v
	£4,950 (max – less if in receipt of m’tce grant)
	Zero
	0-99%: Zero

100%: £6,403 (Max) 

	Course Grant vi
	Zero
	£260
	Zero

	Total support
	£9,628 (Max) + Bursary
	£1,470 (Max)
	£9,628 (Max) + Bursary


Notes on columns 2 and 3 [NB all figures quoted are based on 2009/10 support levels]:

i Grants are currently available to part-time students (but not full-time students) to help with tuition fees.  They are only available to those studying an average of 60 points or more a year and are means tested.  Part-time students who are single and whose income is less than £16,509 receive the maximum grant and those whose income is between £16,510 and £25,510 receive a partial grant, calculated on a tapered basis.  The income cap is set higher for couples (+£2,000) and those with children (+£2,000 for the first child and +£1,000 for other children).  

ii Statutory bursaries are available only to full-time students.  The Office of Fair Access requires that institutions charging the maximum fee offer bursaries equivalent to 10% of the tuition fee to students receiving full maintenance grant.

iii Loans are available to full-time students (but not part-time students) to help with the costs of fees.  The maximum fee loan is £3,225 and is not means tested.  The loans carry a real rate of interest of 0% and are repayable only when income rises above £15,000; the repayment rate is 9% of income above the threshold; unpaid loans are written off 25 years after graduation, or upon incapacity or death.

iv Maintenance grants are available only to full-time students and are means tested. Full-time students whose household residual income (HRI) is less than £25,000 receive the maximum grant and those whose HRI is between £25,000 and £50,020 receive a partial grant calculated on a tapered scale.  

v Maintenance loans are available only to full-time students.  The maximum loan varies depending whether a student is living at home (£3,838), living away from home outside London (£4,950) or living away from home in London (£6,928).  All these thresholds are reduced in a student’s final year.  Part of the loan is means tested and the amount a student receives is based on their HRI and the amount of any maintenance grant they receive. The loans carry a real rate of interest of 0% and are repayable only when income rises above £15,000; the repayment rate is 9% of income above the threshold; unpaid loans are written off 25 years after graduation, or upon incapacity or death. 

vi Course grants are available only to part-time students and are means tested.  Part-time students who are single and whose income is less than £25,510 receive the maximum grant and those whose income is between £25,511 and £27,505 receive a partial grant, calculated on a tapered basis.  The income cap is set higher for couples (+£2,000) and those with children (+£2,000 for the first child and +£1,000 for other children).

90. The system we have proposed in column 4 applies equally to all students except in one respect.  We recognise that students who study at 100% intensity (the full-time rate) may require help with living costs and should therefore be eligible for maintenance loans.  Our proposals therefore provide for such students to receive the same total sums in grant and loan as full-time students do currently (though with the fee loan replaced with a fee grant and the maintenance grant replaced with a loan).  In order to achieve consistency of treatment, similar maintenance support will be extended to students who are currently classified as part-time but who are nevertheless studying at full-time intensity.  Students who study at lower intensities do not require help with living costs to the same extent, except when they are not in work or on low incomes: in these cases, they already have access to benefits and tax credits to help with living costs and would lose those entitlements if they were also to receive student maintenance grants or loans.

Caveats

91. In setting out our proposals for a single uniform system we have attempted to show how the main features of the full-time system (grants and loans) could be applied in similar fashion to all students.  This is not to say that we believe the full-time system is at an optimum state and should not change.  Indeed, we believe the system requires recasting and simplifying so that it is much clearer to students what their entitlements and choices are and what sums are available for what purpose.  

92. Neither is it to say that we expect universities to charge the same fees (pro rata) to all students.  Indeed, we believe that there is scope for greater differentiation in fee setting.  There must, for example, be scope to recognise that mature students who choose to study part-time may take different views of the value of, and return on, HE from younger students taking full-time programmes.

Costs and benefits

93. We have commissioned London Economics to model the arrangement proposed above in which all tuition fees are set at £3,225 and all students are eligible for fee grants or fee loans (depending on income) with full-time students additionally being eligible for maintenance loans.
 For the purposes of modelling, we have assumed that approximately 80% of full-time students (the current average) and 50% of the part-time students receiving no fee grant take up fee and maintenance loans (the latter figure is close to that suggested by survey research amongst Open University students).

94. On this basis, it would cost the Exchequer £7,557 million to fund the cohort of students entering undergraduate level programmes in 2009/10.  This compares with £7,425 million currently and would thus represent an increase in cost of £132 million (assuming no change in student numbers)
.  This £132 million comprises the added cost of fee grants for part-time students (£76 million) and the RAB charge for fee loans for part-time students (£56 million).  The additional cash requirement would be £240 million.

95. This scenario thus reveals the additional cost of designing a mode free system of financial support on current fee levels.  The additional resource cost would be relatively modest (£132 million) compared with the total current cost (£7,557 million).  London Economics has calculated that it could be recovered by increasing the rate of interest charged on student loans by 0.4%.  The additional cash requirement, before any measures are taken to reduce it, represents an increase of 2.1% on current levels.  

96. It should be noted that most part-time students are already in work.  Those on above average incomes who chose to take out loans would therefore pay them back in a relatively short period of time, significantly reducing the burden on the Government.  For example, students earning over £35,000 per annum (17% of OU and Birkbeck students) would pay back a loan for a 60 credit course at tuition fees of £3,225 per FTE in less than twelve months.
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