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1. The creation of the Department for Business, Innovation and Skills (BIS), which co-locates FE and HE together, separate from schools, in the Government’s machinery, could create increasing policy development and dialogue across the FE/HE divide. This review aims to support FE and skills colleagues in such a dialogue, by outlining the policy context facing HE.

HE, the economy and business

2. Every part of the public sector is being called to assist in the national response to the recession, and HE is no different.  In his speech on the future of universities, delivered at Birkbeck, University of London, Lord Mandelson, the business and skills secretary, noted that universities were central to Britain’s economic competitiveness on the international stage. 

3. Mandelson stressed a need for a closer relationship between employers and HE, stating that, ‘We need employers to communicate clearly and constructively to universities the skills they need so that courses can adapt and evolve – something that businesses have not always done effectively. We need universities to communicate to students the career trajectories from different subject choices, and the likely market demand for their skills’. He also said that the Government will have to take into account the ‘wider strategic picture on skills’, and fund those skills needed in the economy (such as science, engineering and business courses). This was reflected in the Government’s decision to fund 10,000 places in these courses (see below).
4. The merger of the old Department for Business, Enterprise and Regulatory Reform (BERR) and DIUS to form the Department for Business, Innovation and Skills (BIS) have discomfited universities. They fear that their academic and research missions will be subordinated to the needs of commerce under the new department. Lord Mandelson tried to reassure vice-chancellors, saying, ‘I need to be clear that I do not believe that the function of a university is limited to – or even primarily about - economic outcomes. They are not factories for producing workers. Defining the skills that directly underwrite many skilled jobs in the UK is not the same as defining useful and necessary knowledge. The case for a higher education system that invests in everything from classics to quantum physics is a compelling one’.

5. Another major problem is the high rate of graduate unemployment. The Guardian revealed that 40,000 graduates in the class of 2009 expect to be unemployed six months after their graduation, an unemployment rate of 10 percent. For some universities, more than 20 percent of graduates are not in postgraduate education or work after graduation.
6. In June 2008, The Higher Education Funding Council for England (Hefce) found that ‘universities and higher education (HE) colleges in the UK provided ideas and services worth £2.812 billion’ during the 2007-08 fiscal year. They also provided £700 million in research and £58 million in consultancy services.
Funding cuts and university places

7. As the public sector faces increasingly straitened funding, the higher education sector is already suffering cuts in state funding. The 2009-10 budget promised £1.94 billion in efficiency savings from what was then DIUS. The department was said to have found a further £400 million in savings ‘through a renewed efficiency drive in Further and Higher Education: the use of benchmarking data; greater contestability, particularly in commissioning new programmes and services; reduced expenditure through lower than previously expected rates of inflation and the strategic reprioritisation and re-phasing of programmes’. 

8. Even before the budget, there were funding issues in HE. Accounting errors and higher-than-expected enrolment had led to a £200 million shortfall in HE funding. As a result, the Government was forced to reduce the number of planned new university places to 10,000, from 15,000, and was forced to reduce financial aid to certain groups of low-income students (those who families earned between £50,020 and £60,000 a year). 

9. In May 2009, the then-universities secretary, John Denham, wrote to the Higher Education Funding Council for England (Hefce), informing them that HE will have to make £180 million in efficiency savings in the 2009-10 fiscal year. He told the council ‘to look critically at the funding you provide for bodies that do not directly deliver teaching and research’. 
10. In July 2009, Hefce duly announced £65 million in cuts to its teaching grant, a reduction of 1.36 percent (the total grant is about £6.4 billion). This cut includes the elimination of £2.5 million in funding for the provision of higher education in FE institutions. Most universities saw their individual budgets cuts by about 1.36 percent, though there were some slight variations. The University of Nottingham, for example, lost just more than £1 million.
11. Hefce also changed the rules around moderation funding, stating that ‘moderation will now be provided so that no institution sees a reduction in cash terms of more than 0.6 per cent compared with the equivalent, unmoderated figure for 2008-09, but Hefce will not provide moderation funding if it amounts to less than £100,000’.

12. There were also concerns that the number of new HE places would decline further, to just 3,000 – the chair of the House of Commons select committee with jurisdiction for universities cited this figure in early June 2009. However, in July, the new Department for Business, Innovation and Skills (BIS) announced that it would be guaranteeing 10,000 new places, though only in the STEM subjects (science, technology, engineering, mathematics), business and economics courses. Also, the new places would not come with an increase in the teaching grant.
13. However, these places were refused by many Russell Group universities – it was mostly new universities who accepted them. To fill these places, some universities may begin admitting students who otherwise would not have been eligible for places, which means drop-out rates may rise down the line.
14. There is also the possibility that HE might see job losses and labour unrest – perhaps on a greater scale than FE. The University and College Union (UCU) estimated in July 2009 that the two sectors could see as many as 5,900 job losses due to the recession, with 4,600 of these coming from HE. King’s College London and University College London could produce 900 redundancies alone. UCU also rejected the University and College Employers’ Association (Ucea) July 2009 pay offer of a 0.5 percent raise.
Student fees
15. The issue of student fees is closely tied to that of state funding. Currently, fees at state universities in England are capped at about £3,220 per annum. From 2010-11, the maximum fee will increase by 2.04 percent, to about £3,300 per annum. The Government also announced it would freeze maintenance grants at 2009-10 levels for 2010-11. (Scottish students, so long as they are from Scotland or other parts of the EU, pay nothing.)
16. University vice-chancellors have complained that they are under-funded – Oxford University’s vice-chancellor claimed that it receives £8,000 less per student than is necessary to educate an individual undergraduate. In March 2009, Universities UK, the umbrella group for university vice-chancellors, said poor students would not be deterred from attending university even if fees rose to as much as £7,000 a year (though they would start turning away from HE at this point).
17. In his July 2009 report on expanding access to the professions, Alan Milburn, the chair of the inquiry into the subject, recommended that the Government should initiate a national debate on the trade-offs between higher fees, growing student places and increasing financial support for students. It should consider fairer financial support for those undertaking postgraduate and part-time courses, more targeted packages of financial support for students from average and less well-off families, and new support for students living and learning at their local university, including ‘fee-free’ higher education’.

18. In a speech at Birkbeck
, University of London, Lord Peter Mandelson, the business and skills secretary, said that universities might be able to obtain new funding from ‘a more professional and confident approach to seeking endowments and donations’, or ‘from research collaboration with industry or even government. It can be marketing a university brand around the world. Universities are doing more of all of these’. He did not rule out raising fees, but also said he did not wish to pre-empt an upcoming review of university fees, which will begin in the autumn. It is expected to report in 2010, after the next general election.
Mergers

19. The Government has made no formal plans to require universities to merge. However, at least one think-tank has suggested that universities in London consider merging, as the capital has more than 40 higher education institutions. Policy Exchange, a right-wing think-tank, states that Greater London has an ‘astonishing’ 42 universities, ‘there should be a realisation that a university could close, if that is shown to be the best use of public money and assuming that students can be satisfactorily located elsewhere’. The report does not favour closing universities outside London, which would in most cases be too disruptive to the local economy. 
20. The report also calls for private providers to be made eligible for public funding, allowing them to take over all or part of a failing university. Policy Exchange also suggested that ‘HEFCE should have a definite remit to suspend a university’s grant and remove the management team if there is evidence of serious mismanagement’.

21. Two Scottish universities, Napier and Queen Margaret, were reported in July 2009 to be considering a merger. The latter university posted £7.7 million in losses in 2007-08.
A varied sector

22.  Like FE, HE is a heterogeneous entity, composed of universities and institutions of varying sizes, missions and degrees of prestige. The Russell Group of older research universities holds the commanding heights of the HE system, while smaller research universities gather together in the 1994 Group, and former polytechnics (the modern universities established in or around 1992) form the Million+ group. These institutions have different mindsets and focuses.
23. Anecdotal evidence suggests that the newer universities of the Million+ group tend to be more willing to engage in partnerships with FE institutions, and with other agencies such as local strategic partnerships (LSPs). For example, Staffordshire University works in partnership with a local FE college and sixth form colleges in Stoke-on-Trent, as part of a larger area partnership. Million+  explicitly states that its members ‘lead on curriculum design, innovation and research which responds to the needs of business, the public sector and modern life’. They also seem more likely to participate in Aimhigher partnerships with FE and local authorities, and are more likely to teach the kind of transferable, generic skills that are also taught in FE.
24.  It’s also worth noting that new universities took the bulk of the 10,000 new university places announced in July 2009, which most Russell Group universities refused.
Social mobility

25. University education is seen as an important engine of social mobility (as is FE, and indeed education in general). In the January 2009 White Paper New Opportunities
, the government announced several measures to improve access to HE. These include: 
· ‘A package of structured assistance across their time at secondary school’, to be in place by 2012 that will involve mentoring, new links between schools and universities, more active recruitment of promising students and better information, advice and guidance;
· Continuing Hefce’s Aimhigher programme and related work in this field ‘ensures that those pupils from low-income backgrounds who are roughly in the top 50 percent of performers, wherever they are located, have access to a comprehensive package of assistance to attend university’. The Government is currently working with 11 universities ‘to pilot ways to identify talented students from groups currently underrepresented in higher education’, and expects to expand the number of universities involved in these test programmes. A full-fledged programme will be operating by 2012, and is expected to help as many as 10,000 pupils a year ‘to benefit from opportunities offered by 15-20 research-intensive universities’ (p. 64);
· Requiring ‘all higher education institutions ...  to produce widening participation strategic assessments, which they will submit to the Higher Education Funding Council for England (HEFCE)’, and;
· Implementing recommendations from the National Council for Educational Excellence (NCEE) ‘to put in place guidelines that will support the delivery of their respective statutory duties for information, advice and guidance’.

26.  In his recommendations on widening access to the professions, Alan Milburn’s panel also suggested expanding access to HE
, and creating new links between it, the professions and other parts of the education system. Mr. Milburn also suggests creating ‘apprenticeship scholarships’, funded from the existing Train to Gain budget, to ease apprentices into HE.
27. Mr. Milburn’s panel also suggested that HE provision become more flexible, with modular courses and more support for part-time students. People should be allowed to enrol in HE at different times of the year. 
28. Universities should also work to actively support low-income students: ‘sustainable, concrete links should be established between individual schools, particularly those with low progression rates, and local universities, including specialist help to increase the number of pupils achieving five GCSEs at grades A*-C (including English and mathematics)’ . This could include using widening participation funds towards this purpose, and offering university representatives for governing bodies. Universities ‘should work with schools to ensure that higher education related information, advice and guidance, and outreach and mentoring programmes are provided from primary school level onwards’. 
29.  Milburn also recommended that more higher education be delivered through FE colleges, which are more numerous and easier to access.
30. In his Birkbeck speech, Mandelson acknowledged that HE is indeed a major component of the ladder of social mobility, and said ‘We clearly need to look again at how, and how early we identify and engage potential candidates for university. I am attracted to the idea of stronger links between the professions, universities and schools - work experience, early mentoring, clearer lines of communication about what preparing for university and a career in the professions means at every stage of secondary education’.   
The international dimension

31.  Britain is a major destination for overseas students, as it provides high-quality English-language education. This is an important source of income for British universities, as overseas students pay higher fees, and Lord Mandelson stressed the importance of the international market in his Birkbeck speech.
32. However, there have been some concerns that new visa rules will make the United Kingdom less attractive to foreign students, who might choose the United States or Australia as alternative destinations. The same visa rules also call for academics to report on how often their foreign students attend, a duty many academics have opposed, and one some have said they will refuse to comply with.
33. Several British universities have established overseas campuses to attract students. The University of Nottingham has campuses in China and Malaysia, while Liverpool co-founded a new university in China with Xi’an Jiaotong University. At the same time, foreign universities have begun opening campuses here (such as Malaysia’s Limkokwing University). 
Running schools

34.  The recent education White Paper, Your children, your schools: Our future
, suggested the creation of Accredited Schools Groups. These would be groups of non-profit state schools operated by a common education provider. These could be universities, though they could also be FE colleges or successful schools.
Quality and management

35.  In late July 2009, the House of Commons select committee published a highly critical report on the HE sector. The Innovation, Universities, Science and Skills Committee’s report
 said that the HE system lacked ‘consistent national standards’, and faulted vice-chancellors for being unable to ‘give a straightforward answer to the simple question of whether students obtaining first class honours degrees at different universities had attained the same intellectual standards’. 

36. The report noted that the proportion of students receiving a first or upper-second class honours degree had increased by eight percentage points since 1997, from 53 to 61 percent, a phenomenon that the that the committee said vice-chancellors seemed uninterested in investigating. The committee said that HE leaders showed a ‘defensive complacency’. The committee advocates ‘codes of practice — to be followed by all institutions in receipt of public funds — on, for example, admissions, and also on access information to ensure that universities present information in a consistent format to allow prospective students to make informed decisions’.

37. There were also recommendations on reforming the Quality Assurance Agency (QAA), which currently’ focuses almost exclusively on processes, not standards’. The committee called for its replacement by an independent Quality and Standards Agency. The committee also criticised the bursaries system for providing widely varying outcomes to students in similar financial situations, and said that ‘the sector should have arrangements that reduce the elements of randomness and chance in the admission process and help ensure students get a fairer deal on access to all universities’.

38. The Commons report also called for expanding HE provision in FE colleges. The committee said ‘we recommend that the review include an examination of expanding higher education provided in further education colleges, to assist those who currently could, but do not, go forward into higher education’. The report called for reforms to the student support system, which discriminates against part-time and mature students.

Key messages and implications for the sector
39.  The HE sector is involved with many of the same initiatives as FE – increasing social mobility, supporting the economy’s skills base and attracting international students. It also faces some of the same problems, most obviously the increasing pressure placed on the public purse by the recession. This suggests the existence of a common ground where HE and FE can work together.
40.  It’s also worth noting that HE faces the same mandate to work in partnership with other bodies – for example, schools and businesses – that FE does. Though it is rarely stated in policy documents, HE institutions can and do work in local partnerships, such as those that draw up the Local Area Agreements (LAAs).  A closer relationship could be profitable for both sectors.
Implications for LSIS development and support services
41.  The main implication for LSIS is that this organisation, and the sector as a whole, could benefit from closer links with HE in order that we can learn from practice and thinking across the sectors, and in order to develop effective joint practice where there is a shared interest. 

42. HE and FE are being asked to fulfil common roles, especially in relation to the economy. By placing both sectors under the jurisdiction of the new Department for Business, Innovation and Skills (BIS), the Government has suggested that it sees both sectors as integral to economic policy and anti-recession policy. At the same time, the Government’s social mobility agenda relies in part on a close collaboration between FE and HE, to move students through education into professional work.

43. LSIS has asked the Mixed Economy Group of colleges
 (MEG) to prepare a report on how HE in FE can best be supported.  In order to strengthen links with HE practice in areas of common interest, LSIS will give consideration to the following:
· developing stronger links with sister organisations in the HE sector; 
· identifying specific areas where joint development work across FE and HE would be of particular benefit to FE; 
· reviewing effective practice in FE/HE collaboration for wider dissemination; and 
· identifying systematically where a stronger link with HE might enhance existing LSIS services. 

Please let me or Caroline know if you have any thoughts around these or other points raised in this brief guide. 

LSIS Policy Team

Caroline Mager, Executive Director, Policy and Strategic Intelligence
caroline.mager@lsis.org.uk 

Telephone: 020 7297 8438

Ben Margulies, Policy Research Officer

Hben.margulies@lsis.org.uk
Telephone: 020 7297 8439

If you would like to arrange a free subscription to these Brief Guides, and the associated Policy Updates, click here.
© LSIS August 2009
Published by the Learning and Skills Improvement Service (LSIS). 
The purpose of these guides is to stimulate discussion and debate. While every effort has been made to ensure the information contained within this publication is correct, neither the publisher nor the authors or their companies accept any liability for any errors or omissions. 

The text in this document may be reproduced free of charge in any format or media without requiring specific permission, on condition that the source is acknowledged, that the material is not used in a derogatory manner or in a misleading context and that the findings are not misrepresented.
� �HYPERLINK "http://www.dius.gov.uk/news_and_speeches/speeches/peter-mandelson/universities.aspx"�http://www.dius.gov.uk/news_and_speeches/speeches/peter-mandelson/universities.aspx�


� See LSIS’ brief guide to the paper at: �HYPERLINK "http://www.lsis.org.uk/Libraries/Documents/BGNewOpportunities.sflb"�http://www.lsis.org.uk/Libraries/Documents/BGNewOpportunities.sflb�


The paper itself can be found at: �HYPERLINK "http://www.hmg.gov.uk/media/9102/NewOpportunities.pdf"�http://www.hmg.gov.uk/media/9102/NewOpportunities.pdf�


� See: �HYPERLINK "http://www.lsis.org.uk/Libraries/Policy/Unleashingaspiration%20%282%29.sflb"�http://www.lsis.org.uk/Libraries/Policy/Unleashingaspiration%20%282%29.sflb� for a Brief Guide, and �HYPERLINK "http://www.cabinetoffice.gov.uk/media/227102/fair-access.pdf"�http://www.cabinetoffice.gov.uk/media/227102/fair-access.pdf� for the paper itself.


� See LSIS paper at: �HYPERLINK "http://www.lsis.org.uk/Libraries/Policy/Briefguidetoeducationwhitepaper.sflb"�http://www.lsis.org.uk/Libraries/Policy/Briefguidetoeducationwhitepaper.sflb�. The full paper can be found at: �HYPERLINK "http://publications.dcsf.gov.uk/eOrderingDownload/21st_Century_Schools.pdf"�http://publications.dcsf.gov.uk/eOrderingDownload/21st_Century_Schools.pdf�.


� �HYPERLINK "http://www.publications.parliament.uk/pa/cm200809/cmselect/cmdius/170/170i.pdf"�http://www.publications.parliament.uk/pa/cm200809/cmselect/cmdius/170/170i.pdf�
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