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Introduction
1. In August 2009, the Higher Education Funding Council for England (HEFCE) published a policy, formally called the Unsatisfactory Quality Policy, describing how it would intervene in institutions providing unsatisfactory HE provision
. This policy applies to universities, higher education colleges and those FE colleges and institutions that provide HE. This brief guide summarises the HEFCE policy. All institutions covered by the policy ‘are expected to familiarise themselves with the content of the policy’ (Policy 2).
Background

2. The new HEFCE policy comes as Ofsted implements its new inspection policy for FE providers, allowing good providers to be inspected more rarely and poor ones more often
. It also comes one year after the LSC published the latest iteration of its intervention policy.

3. It also comes as the higher education sector faces a number of challenges. The recession has channelled record numbers of students into higher education, so many that the more than 100,000 applications for 2009/10 are outstanding even after the clearing process. This could cause serious strain on HE resources. At the same time, the sector has come under fire for poor leadership practices – a recent House of Commons select committee report found that its leaders exhibit a ‘defensive complacency’, decided that HE system lacks ‘consistent national standards’, and faults 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’. 
4. HEFCE acknowledges that growing official and media interest in the quality of higher education spurred the development of the policy, saying, ‘At the time of writing, quality and standards have a high profile in the media and in government, as well as in the sector. HEFCE, and the institutions it funds, need to be able to demonstrate that problems that could threaten quality and standards and adversely affect students are not allowed to persist’ (p. 5).
5. Up to now, ‘there has been no policy in place for dealing with institutions that have received a no confidence judgement but have not developed a satisfactory programme for follow-up action or have made insufficient progress against an action plan in the stated time’ (p. 4). Nor was there a policy to deal with institutions that had received two no confidence grades in succession. 
6. Previously, when HEFCE has had to withdraw funding, it has done so because of problems in the teaching of a specific subject: ‘This meant that it was possible to close that provision, making suitable arrangements for any students to complete their course (for example transferring them to another institution or course, or closely monitoring the teaching until the course was complete)’. But existing audits are ‘whole-institution’ inspections, ‘and it is not feasible simply to withdraw all funding when insufficient progress has been made following a no confidence judgement, although it may be possible to withdraw funding for a particular area of activity’ (p. 4-5).
Principles

7. HEFCE’s goal in implementing this intervention policy is to fulfil its duties ‘to promote and fund high-quality, cost-effective teaching and research that meets the diverse needs of students, the economy and society’ and to ‘pursue our strategic aim to ensure that all higher education students benefit from a high-quality learning experience, fully meeting their needs and the needs of the economy and society’ (p. 5)
8. ‘In all cases, the requirements of any students affected by a no confidence judgement should be paramount. In taking any action, we and the institution concerned should ensure that students have access to a high-quality learning experience, either at that institution or elsewhere; and that any action taken does not result in an adverse impact on the student experience’ (p. 5).
9. HEFCE also notes that each institution is unique, and that like the unhappy families in Anna Karenina, each institution is unsatisfactory in its own way. Thus, ‘it will not be possible to develop a uniform approach to the action that needs to be taken’ – instead, appropriate actions will be decided on a case-by-case basis ‘in consultation with the QAA, the institution, the institution’s awarding body or bodies, if appropriate, and other relevant partners’ (p. 5). When dealing with further education colleges, ‘the Learning and Skills Council (LSC) or its successor body the Skills Funding Agency (SFA), the Office for Standards in Education [Ofsted], the Association of Colleges or Single Voice representatives may also be included’ (p. 6).
Performance management in HE

10. In HE, performance management is handled by the Quality Assurance Agency (QAA). The QAA assigns three possible grades to an HE or FE institution: ‘confidence’, ‘limited confidence’
 or ‘no confidence’. ‘Judgements may also be differentiated, for example to separate collaborative provision from the institution’s own provision, or ‘present’ and ‘future’’ (Policy 3). An institution may appeal against an unfavourable grade.
11. If an HE institution earns a rating of ‘no confidence’ or ‘limited confidence’, the QAA writes up a report and orders the institution concerned to draft an ‘action plan’, for which it must provide ‘progress reports at regular intervals’. The QAA’s audit ‘will not be finally signed off until the institution indicates that the action plan has been completed and implemented successfully, with a maximum time limit of 18 months’. If the plan has not been completed successfully, or if ‘there remain concerns about the effectiveness of the remedial action’, QAA will conduct another inspection. If matters still have not improved, ‘in the case of institutions in England in receipt of HEFCE funding, HEFCE reserves the right to withdraw some or all of that funding (p. 3).
12. The QAA performs a similar audit for FE colleges that provide higher education, using a system called the Integrated Quality and Enhancement Review (IQER), which has a similar grading system to the HE audits described above. This also results in an action plan with an 18-month deadline (p.4). 
13. An action plan is primarily developed by the institution itself, but it may draw on outside support from other bodies, including ‘the Higher Education Academy, the Leadership Foundation or the relevant PSRB [professional, statutory and regulatory bodies]’ (p. 6). Further education colleges would be expected to consult their awarding bodies, and FE and HE institutions would work in tandem if their collaborative provision were at fault. The plan must be drawn up and submitted to the QAA within three months.
14. The HEFCE intervention policy applies when an institution displays an ‘unsatisfactory quality of learning and teaching … over an extended period, that is to say beyond the standard time allowed for the production and implementation of an action plan’ (p. 3). It does not apply where a judgement of ‘limited confidence’ has been made. In other words, it is employed when improvement processes, and remedial actions, have already failed.
Triggering intervention

15. The Unsatisfactory Quality Policy (UQP) will be employed if:

· following an initial judgement of no confidence, an action plan could not be agreed between the QAA and the institution within a reasonable time frame, as judged by the QAA;

· following an initial judgement of no confidence, the QAA confirmed to HEFCE that an institution had not made satisfactory progress on implementing the action plan within the specified deadlines. ‘Unsatisfactory progress’ will be regarded as a failure to address in full, or in significant part, the recommendation(s) in the institutional audit or IQER report, and/or failure to progress the action plan, or;
· an institution which had received a judgement of no confidence in a previous institutional audit or IQER received a further judgement of no confidence in the following institutional audit or IQER. Two successive no confidence judgements will be regarded as being of particular concern, especially if the problem(s) identified as the basis for the judgements is/are similar on each occasion (p. 7).
16. The first step under the UQP will be for the QAA to carry out an additional review, under a protocol called Causes for Concern
. ‘This has been developed for cases when concerns over standards or quality at an institution need to be addressed outside the planned institutional audit cycle. Because the Causes for Concern process can examine specific issues, it provides more detail than an institutional audit or IQER.’ (p. 7).
17. The Causes for Concern process starts with a ‘preliminary enquiry’, at which point the QAA can decide to take no further action. If the agency decides that further action is warranted, ‘a full investigation carried out by external reviewers will be launched’ (p. 7-8). Inquiries under the Causes for Concern policy can be extended to the relevant institution’s partners, especially if the provision in question is being delivered in partnership. ‘In particular, HEIs are responsible for the standards of their awards wherever they are delivered; if another institution delivering an HEI’s award is being investigated under the Unsatisfactory Quality Policy, then the Causes for Concern enquiry will usually extend to the awarding HEI’ (p. 8).
18. Should the QAA call for a full investigation, HEFCE will convene a meeting, which will usually include ‘the head of the institution; the chair of the Board of Governors; the institution’s head of communications or other suitable representative; those responsible for oversight of teaching and learning (for example, the relevant Pro Vice-Chancellor); and other senior managers as appropriate’ (p. 8). HEFCE, the QAA, and representatives from any of the affected institution’s delivery partners would also be summoned, as would LSC or SFA representatives should a FE college be involved. Student representatives might also be invited.
19. This meeting, and subsequent meetings of the relevant directors, will agree an Unsatisfactory Quality Action Plan – in other words, this is the point that the intervention policy is put into effect. ‘The Unsatisfactory Quality Action Plan would refer back to the original action plan drawn up by the institution following a no confidence judgement and incorporate parts of it as appropriate’ (p. 9).
20. While this plan is in effect, HEFCE will impose the following sanctions: 
· The institution will not be permitted to bid to any HEFCE special funding programmes or for additional student numbers (ASNs). Special funding and funding for ASNs that had been allocated but had not yet come on stream might also be withheld. In taking this action, we aim to avoid investing in further growth in institutions in which teaching, governance or other areas are less than satisfactory, and to minimise the impact of unsatisfactory quality on the students at that institution. Whether ASNs are withheld permanently or simply deferred until problems are addressed will depend on the nature of the unsatisfactory judgement and the success of the action plan in addressing it. We will give institutions plenty of warning that numbers will be withdrawn, and would not withdraw numbers that an institution has already recruited;

· We will keep the institution under regular review, and, in the case of an HEI, will monitor the institution as part of our institutional risk assessment process. For FECs, we may agree appropriate action with the LSC or its successor body, the SFA, as part of our risk assessment process;
· If the institution had applied to the Privy Council for degree-awarding powers (DAP) or university title, then, once HEFCE had confirmed that the unsatisfactory quality process was under way, the QAA would ensure that any institutional assessors were fully aware of the situation. It would be at the assessors’ discretion to decide whether any ongoing DAP assessment process should be suspended. The decision to award DAP ultimately rests with the Privy Council (p. 10).
21. HEFCE could withhold funding in multiple ways, for varying lengths of time. Specifically, a funding cut could take the form of :

· a deferral of payment (funds will be paid eventually once the institution has taken appropriate actions);

· a one-off withdrawal of funding, which would not be recoverable but would not generally affect the institution’s underlying baseline recurrent grant;

· an adjustment to recurrent baseline grant (affecting recurrent allocations in-year and for subsequent years) (p. 10-11).
22. The funding council might also withdraw funds for a specific subject or programme (p. 10). 
23. There are several other potential actions HEFCE could take under the UQP. The funding council has a ‘support strategy for institutions at higher risk’, and can undertake a ‘special assurance review’ (though not for FE colleges, as HEFCE does not have jurisdiction over the whole college). It may make advisory recommendations to the institution’s board of governors. It could  also arrange a support team for the institution in question, which might include ‘a team from the QAA (under a special contract with us), peer reviewers for a particular subject, someone with management or financial expertise, or other experts as appropriate to the development of the Unsatisfactory Quality Action Plan’ (p. 10).
24. ‘If the problem concerned a partnership between an HEI and an FEC, then as stated in paragraph 43 the QAA could extend its Causes for Concern investigations to the partner institution and include it in any recommendations’ (p. 10).  HEFCE would also employ the policy if the unsatisfactory rating were related to provision not funded by the council, ‘if a risk to public funding is identified’, though it acknowledges that ‘our ability to implement the Unsatisfactory Quality Policy may be limited’ in such instances (p. 10).
25. The QAA evaluates whether an Unsatisfactory Quality Action Plan has been successfully completed. The paper does not state what would happen if an institution failed to meet its obligations under the Unsatisfactory Quality Action Plan, save to say that, ‘if there were still major problems outstanding after the expiry of the time frames agreed in the Unsatisfactory Quality Action Plan, a further meeting of relevant bodies would be called and the matter taken to the HEFCE Board for a decision on next steps’ (p. 11). 
Key messages and implications for the sector
26. The HEFCE intervention policy is only secondarily concerned with further education, and the funding council does not have the same broad jurisdiction over FE institutions that the LSC or Ofsted have. However, the provision of higher education is becoming increasingly important for FE providers. FE colleges can now apply to award foundation degrees, and the recent Milburn Commission
 report on social mobility strongly supports the extension of HE provision in FE, as a way of widening access to higher education. The recession has also sparked greater demand for higher education (as the job market has become less attractive), which is also likely to spur more provision of HE in further education institutions. So HEFCE policy around quality will likely be of increasing importance to the sector.
27. It’s worth noting what the HEFCE policy does not do. The LSC intervention policy
 allows the FE funding council to 

· remove all or any of the members of the institution’s governing body; 

· appoint new members of that body if there are any vacancies (however arising); 

· give to that body such directions as it thinks expedient as to the exercise of their powers and performance of their duties (FE intervention policy, Annex B, p. 11). 

28. The HE policy grants HEFCE no such powers – indeed, aside from revoking funding, the council has relatively little power over its own providers. This highlights the level of autonomy universities and higher education colleges have. As FE considers developing a new model of regulation which gives FE provides more autonomy and influence, it’s worth examining the wide scope of autonomy afforded our HE counterparts.
29. It’s worth noting that a negative Ofsted report can also impede an FE college’s attempts to obtain degree-granting powers. The Privy Council can grant colleges the power to award foundation degrees, and takes Ofsted reports into account in making this decision (but only negative ones – a positive assessment doesn’t necessarily help an application).
Implications for LSIS development and support services
30. The HEFCE policy deals mostly with intervention, not improvement – indeed, it’s meant to be implemented when the improvement strategy fails. Still, the policy does foresee the development of various action plans both before and after the UQP is invoked, and LSIS could play a role in these plans when FE colleges are involved. 
31. The Mixed Economy Group (MEG) is the umbrella organisation for FE colleges that provide HE, so LSIS could work closely with or through MEG to provide support services. Should we have specific programmes designed to improve HE provision in FE? What further support should we be providing to help preparation for inspection?  For example, could MEG develop a system of peer review or offer peer health checks?  
Please let me or Caroline know if you have any thoughts around these or other points raised in this brief guide. 
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� � HYPERLINK "http://www.hefce.ac.uk/pubs/hefce/2009/09_31/09_31.pdf" �http://www.hefce.ac.uk/pubs/hefce/2009/09_31/09_31.pdf�


� See the LSIS brief guide to the inspection proposals at: � HYPERLINK "http://www.lsis.org.uk/Libraries/Documents/BGOfstedConsultation.sflb" �http://www.lsis.org.uk/Libraries/Documents/BGOfstedConsultation.sflb�


� See LSIS brief guide at: � HYPERLINK "http://www.lsis.org.uk/Libraries/Documents/BGLSCStatutoryInterventionPolicy.sflb" �http://www.lsis.org.uk/Libraries/Documents/BGLSCStatutoryInterventionPolicy.sflb�


� ‘A limited confidence judgement indicates that an institution has one or more specific weaknesses in its quality assurance processes which should be addressed, but is managing its academic standards and quality of learning opportunities effectively overall. This document is concerned only with cases where a judgement of no confidence is made’ (p. 4)


� Defined here: � HYPERLINK "http://www.qaa.ac.uk/causesforconcern/default.asp" �http://www.qaa.ac.uk/causesforconcern/default.asp�. An audit under this system can also be triggered by a complaint from a member of the public with concerns about an institution’s policies or procedures.


�See LSIS Brief Guide at: � 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�


�See LSIS Brief Guide at: � HYPERLINK "http://www.lsis.org.uk/Libraries/Documents/BGLSCStatutoryInterventionPolicy.sflb" �http://www.lsis.org.uk/Libraries/Documents/BGLSCStatutoryInterventionPolicy.sflb�
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