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1. University Alliance is a group of 24 major, business-engaged universities committed to delivering world-class research and a high quality student experience. Our aim is to deliver evidence-based policy and research and foster close links with government and business in order to improve higher education policy for the benefit of the economy and society.

2. We welcome the opportunity to respond to this consultation. At this critical juncture for the higher education sector, it is imperative that an appropriate and robust regulatory framework is applied to alternative providers with designated courses.

3. The primary issue is to ensure that only bona fide alternative providers operate and that the threshold for entry to the higher education sector remains high. 

Question 2: Do you have a preference for Method 1 (control based on eligible students) or Method 2 (control based on students accessing funding)? If so, why is this?

4. Given the current constraints on the UK’s publically-funded higher education institutions, the only equitable system is Method 1. However, our preferred option is to progress beyond ‘core and margin’ and instead move to a ‘flexible margin’ policy, which would allow all higher education institutions to manage student numbers effectively in a volatile market, so that the sector can benefit from a much more dynamic system.

Question 3: What is your view on submission of data to HESA? Do you think designated courses at alternative providers should participate in the Key Information Set and therefore complete the National Student Survey and Destination of Leavers in Higher Education survey (if student numbers are large enough to permit this)?

5. We believe that in order to partially achieve the Government’s objective to “provide a level playing field for all providers that wish to benefit from public funding” the same level of information requirements should apply to alternative providers. With particular regard to the “possible addition: submission of data to HESA” we believe that it is right that alternative providers should provide such data. 

6. However, we are puzzled by the statement at paragraph 2.2.9 of the consultation document, “Submitting data to HESA would allow alternative providers to benefit from the high grades policy, enabling the recruitment of unrestricted numbers of high grade students (ABB + in academic year 2013/14).” Without the introduction of a cap on tuition fees for alternative providers, it would appear that the Government will not fully achieve the objective of providing a level playing field. 

7. It is also interesting to note, at paragraph 2.2.3 of the consultation document, that the “HESES Survey as a whole is much more complex than that which would be required of alternative providers.” This statement would also appear to contradict the policy aim.

8. We believe that the Key Information Set (KIS), National Student Survey and Destination of Leavers in Higher Education survey data should be completed and should be a condition for the provision of government student support. One of the aims of regulation is to collect and disseminate reliable information to assist decision making. Student choices are well-informed with confidence, government can monitor scale and scope of provision and providers can inform the public of what is on offer.

9. We note that the Government is only proposing to encourage KIS, Office of Fair Access (OFFA) and Office of the Independent Adjudicator (OIA) regulation for alternative providers. It is disappointing that the six possible conditions for all higher education providers (listed at paragraph 12) are not mandatory controls – i.e. dispute resolution is ‘under watch’, information is ‘encouraged’ and the caps on tuition fees and fair access are not being addressed at this time. 

10. However, we are encouraged by the introduction of further checks and balances in addition to the existing individual course designation requirements, making some way towards the policy objective and providing further consumer confidence.

Question 4: Are there any other methods for controlling student numbers on designated courses at alternative providers that you would recommend instead of Method 1 or Method 2?

11. See our response to question 2.

Question 5: Do you agree that there should be an exemption from student number controls for alternative providers with small numbers of students accessing student support? If so, do you have suggestions as to how the Department should define ‘very small’?

12. No, we strongly disagree. The proposals for the “treatment of small providers” (set out at paragraph 2.3 of the consultation document) cause us great concern. An exemption for smaller alternative providers would not only increase risk to the sector, but also create confusion about the quality assurance system’s ability to balance risk across the sector. The benefits of a reduced compliance cost for alternative providers with low student numbers ought to be carefully weighed against the possible cost and reputational damage to the higher education sector.

13. To provide context, UUK’s 2009 research report (The growth of private and for-profit higher education providers in the UK) noted that “The largest [our emphasis] and most interesting category of provider is that of the small private colleges… Some of the more dubious institutions have been culled as a result of the efforts of the UK Border Agency (UKBA), the British Accreditation Council (BAC) and the Accreditation Service for International Colleges (ASIC).” Although the small provider may appear to be a low priority for Government, the actual volume and reputation of small providers ought to be taken into account.

14. Whilst we acknowledge the principle behind the likely recovery of compliance costs, we believe the proposed exemption presents both a very high risk and high probability of resulting in very significant reputational damage to the UK higher education sector.

15. Lessons can be sought from the House of Commons Education Select Committee report into the Individual Learning Account fraud, which reported that the system devised was too easy to defraud, did not involve checks on the quality of courses being funded, and claimed that a single fraud involving 80,000 accounts represented a loss of up to £16m of public money.

16. Lessons learned from international experiences have also highlighted the cost of light touch regulation for alternative providers. In the United States, for-profit companies receiving Federal grants and loans are responsible for low retention and graduation rates, and 44% of all student loan defaults. The US Government Accounting Office stated that fraudulent practices may be widespread in the for-profit industry. In Australia, investigations into wide scale abuses followed the de-regulation of privately run training schemes, where both students and the providers received government funding.

17. At the insistence of Australian universities, one of the basic principles of regulation inserted in legislation to underpin their risk‐based regulatory approach was proportionate regulation i.e. “powers must be exercised directly in proportion to any non‐compliance, or risk of future non‐compliance, by higher education providers.”

18. We feel that it is important therefore to recognise the proportion of smaller providers that pose an increased of risk to students, government and taxpayers. New providers, without a long track-record of successful higher education provision or awarding of degrees also carry an inherently greater risk than more established sections of the higher education sector. Therefore, to maintain an effective system of quality assurance, new and smaller institutions that have not previously been subject to an external quality assurance system should therefore receive greater scrutiny. 
Question 6: Equality considerations: Do you think that the proposals for applying student number controls will have any equality implications (e.g. positive, negative, or neutral) for people with protected characteristics (as set out in the Equality Act 2010), or people from low income groups? What impacts might there be and do you have any evidence of possible impacts?

19. We would like to highlight the following issues that will need to be closely monitored:

· Social mobility and in particular the redistribution of public resource (including fee loans) by socio-economic background of students.
· Geographical impact – if mainstream universities experiencing reduced student numbers are concentrated in particular regions of the UK.
· STEM provision.
· HE/FE partnerships.
· Access to postgraduate study.
· Access to the professions – if access to these courses is reduced for students from lower socio-economic backgrounds, due to the stubborn link between socio-economic background and prior attainment.

Question 7: Do you have any other comments on the proposals within this consultation document?

20. We welcome the introduction of the student number control for alternative providers. We believe the following general principles should guide the formulation of the regulatory regime:
· Creating the level playing field.
· Protecting the student interest and UK higher education sector reputation.
· Additional regulation where greater scrutiny is required.
· In the absence of a cap on fees, not for profit existing universities must be given the same access to the market.
· It is also essential that any new quota does not take away more places from existing institutions.
21. We welcome HEFCE’s role that ensures the financial sustainability of designated providers. The interests of students are paramount and if there is no possibility of underwriting an institution, HEFCE must have an established process in place to ensure continuity and sustainability of the student experience. We would recommend the addition of a further two on-going monitoring requirements:

· Significant negative press and media attention.
· Petitions from 30% or more of the student population.

22. We welcome the Government’s commitment to building on the existing work of the highly regarded Quality Assurance Agency (QAA) going forward. The QAA assures academic quality and standards in higher education. However, English higher education is supported by four regulatory bodies: HEFCE, QAA, OFFA and OIA. The role of these organisations taken together provide assurance to students and to the taxpayer on financial regularity, quality, access and value for money, and to ensure the proper handling of unresolved student complaints against institutions. 

23. We feel that the best way to protect the student interest and public funds is to include alternative providers within the role of all regulators in higher education: subject to their workings, responsibilities, powers and sanctions. 

24. We note that some specific information is not published in the consultation document, and therefore have some outstanding questions regarding whether a threshold of minimum student numbers will be one of the criteria. We would also like to see further information on the likely student number limits envisaged for the approval letters of designated full-time undergraduate courses. 

25. We are also interested to learn more about the potential sanctions that are envisaged, as we would not wish to see a regime with ineffective controls implemented. Removing alternative providers from the designation list, or writing to them “about how the additional financial cost to the Government” could be returned may not provide the necessary and sufficient deterrent required to prevent abuses of the system. If adequate sanctions cannot be provided due to the absence of primary legislation, we would suggest that the Government seriously reconsider the proposal to allow alternative providers to benefit from the recruitment of unrestricted numbers of high grade students, in order to sufficiently safeguard students and the taxpayer.

26. [bookmark: _GoBack]Developing a clear and robust process will be critical in order to ensure the broader integrity of the higher education sector - institutional failure or fraud without effective arrangements made by HEFCE or BIS, could damage domestic public confidence in the sector, as well as our international reputation for excellence.
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