[image: image1.emf]HEFCE Resources, 

£49.59, 54%

Maintenance grants, 

£18.62, 21%

Loans for maintenance 

and fees, £22.43, 25%

Loans for maintenance and fees Maintenance grants HEFCE Resources


The Student Number Crunch

University Places 2010 

million+ Briefing

[image: image2.png]| million T+

leading the
university agenda



20 July 2010
The Student Number Crunch 2010
Application and admissions to university are not a perfect market - supply and demand are not always easily matched – but there is now a very real and serious risk that many individuals who have been central to the drive to uplift aspirations, will be the students most at risk of not getting university places in 2010. They are the very students who central to the Coalition Government’s Agreement about higher education which specifically refers to social mobility. The previous Labour Government also supported widening access to university.
In 2010, Members of Parliament are also likely to find that even individuals who are highly qualified in terms of A-level grades and who are able to travel  from one part of the country to another to obtain a place to study, face difficulty in obtaining a university place because of the mismatch between funded numbers and demand. 
What is the extent of the problem?

An increase in applications even against the record numbers who applied to study at university in 2009, has been reported by UCAS, the University Admissions Service since January 2010 – the first date on which some assessment is available of the level of interest in applying for university courses which start in the following academic year  - in this case September 2010. This trend of an increase in applications compared to 2009 has been maintained ever since. Universities have also warned that because not everyone had been able to obtain a place at university in 2009, they were receiving many more applications from pre-qualified applicants i.e. students who had already obtained relevant examination grades.
The latest UCAS figures were published on 16 July. They record the number of applications received for full-time courses as at 30 June 2010. They do not include people who apply later, in clearing or who want to study part-time. (People who study part-time apply directly to the universities at which they are interested in studying).

Overall there is an 11.9 % increase in applications compared to the same point in 2009. The figures again confirm that there is likely to be a significant mismatch between the number of people who are qualified and who would benefit from going to university and the supply of funded places.
Applications as at 30 June 2010 compared to 2009

According to UCAS the total number of applications to university for full-time undergraduate study for the 2010/11 academic year by 30 June 2010 was 660,953. This compared to the 592,312 full-time applications received by 30 June 2009 – representing a likely significant mismatch between demand and funded numbers in 2010. 

‘Re-appliers’

The reports by universities that they were receiving large numbers of applications from people, who had already obtained the necessary qualifications to study at university, are also confirmed. And is the highest on record. A staggering 56,960 applications have been received from people who had previously applied – a 24% increase compared to 2009.
The number of female applicants has increased by 12.4% but there has also been a 10.5% increase in male applicants compared to last year. 

Increase in number of older applicants

Other important trends which were evident in 2009 are also revealed:

The number of 18 year olds has increased by 11.9% with the largest percentage increases recorded for older applicants as follows: 

· 14.9% increase on the number of applications from 21-24 year-olds
· 22.6% increase in the number of applications from 25-39 year-olds
and

· 23.3% increase in applications from those aged 40 and over.
No surprises 

This is all entirely predictable. Attainment at 16 has been improving. There is also a well known and direct relationship between recession, industrial restructuring and a tightening youth jobs market and enhanced interest in higher education. Moreover older people, who have not had the opportunity to study at university, correctly see enhanced and graduate qualifications as a route to expanding their employment opportunities. 
The response of Governments
In July 2009, the then Labour Government responded to the increase in applications by providing student support costs for 10,000 additional student places focused on STEM subjects (science, technology, engineering and maths). The initiative was welcomed by million+ although questions were raised about the subject mix. Nonetheless many universities responded by bidding for these 10,000 additional places on the understanding hat the student support costs would be funded by the Treasury. Subsequently, the Government reduced the grant provided to the Higher Education Funding Council (hefce) for teaching.  
In October 2009, the then Shadow Universities Minister David Willetts MP announced at the Conservative Conference that a future Conservative Government would increase the number of university places by 10,000. million+ welcomed the commitment to 10,000 additional places but questioned whether the early repayment discount scheme which David Willetts stated would be introduced to fund these additional places would be fair or would in fact produce savings for the Exchequer. 
In April 2010, the then Chancellor Alistair Darling MP announced funding for 20,000 additional places (10,000 full-time, 5,000 part-time and 5,000 foundation degree student places). This time universities were invited to bid for these 20,000 additional places if they could demonstrate that they were likely to make savings over the three year period equivalent to the cost of teaching grant for these students. These places were also geared to STEM and to ‘Strategically Important and Vulnerable Subjects.
The party manifesto pledges all reflected these commitments. In addition, the Liberal-Democrats also stated that they would fund 15,000 additional places but only in FE Colleges.

Following the election, the Coalition Government announced in May that it would fund only 10,000 additional places rather than the 20,000 additional places funded by Labour. Universities were told that their bids were not good enough. As a result and once some previous allocations have been taken into account, only 8,000 additional funded places will be available in English universities in September 2010.

Challenges for students and Universities 

Some universities are reporting an increase in applications of up to 34% but for the second year running, they will be fined if they recruit more student numbers than they have been allocated. As a result, Universities which would be willing to teach more students are being prevented from doing so because they risk financial penalty. Managing admissions will be difficult because contractually universities are obliged to take students who have met or exceeded their offers. At the same time, this is the first year of results from the new A-level examinations.  
Clearing takes places in August. Places will be available but nothing like enough to meet demand. The real risk is that students with vocational qualifications or lower pre-entry qualifications who would normally expect to gain a place and for whom university will be life-changing will miss out as well as students with first-class A-level results.
Part-time students and late applicants
The UCAS figures only capture the applications of full-time students. Part-time students apply direct to the university and it is well known that many non-traditional students apply later in the process and approach universities for places after clearing.
Degrees vs other qualifications
No-one suggests that a graduate qualification is the only route to success or employment but the scale and scope of vocationally focused undergraduate qualifications available in and developed by the UK’s universities is often misunderstood. These courses support progression from a wide range of qualifications and have often been developed specifically to meet the technical and professional needs of employers. Moreover UK universities educate students in graduate attributes such as research and complex problem-solving skills. This is very different from some other countries where graduate study is frequently focused on the acquisition of a body of knowledge. The UK has more social mobility than for example, Germany, precisely because of the graduate offer and degree qualifications developed in UK universities.
Moreover, 48% of those applying to university have already studied at FE Colleges. It is therefore erroneous to suggest that large numbers of applicants can be diverted to study in FE rather than at university. Older people also rightly see graduate qualifications as a route into new careers and new employment opportunities. 
 The risks to social mobility
Young people who might have gone to university, those in their early twenties whom we always wanted to go to university and those in their 30s and 40s who have never been to university, face the real prospect of being relegated to the ranks of the long-term unemployed with all the personal, family and health and societal consequences which this brings - and with very obvious consequences for the already burgeoning call on the Job Seekers Allowance and Income Support budgets of the Department of Work and Pensions

Increasing numbers – the costs
million+ has undertaken detailed work with London Economics
 on the cost of increasing student numbers for every 5000 full-time students based on current (2009/10) prices and taking into account the different teaching cost bands
, the call on full-time student support of students from different family backgrounds, completion rates and working on the assumption that students would be entering standard 3 year programmes. 
We calculate that the current total Hefce teaching costs over three years (in present value terms and at 2009/10 prices) for 5000 students stands at £49.59 million although this may well prove to be an over-estimate since the Government has asked the Funding Council to apply further reductions. 
million+ has also costed the student support arrangements which will apply in terms of maintenance grant and separately, the costs of maintenance and fee loans. For every 5000 students admitted in 2009/10, the cost of maintenance grant stands at £18.62 million in present value terms. We calculate that the costs of maintenance and fee loans for every 5000 students would stand at £22.43 million. The additional total cost associated with the funding of every additional 5,000 full time undergraduate students for three years of study is £90.06 million. Of this amount, £49.5 million is linked to the allocation of resources by Hefce; £22.4 million is associated with the cost of loans and £18.6 million is linked to maintenance grants. 
These costs are presented in Table 1
Figure 1: Present value of the costs associated with funding an additional 5,000 full time undergraduates 


Source: London Economics analysis

However, these costs are a worse case scenario. They are for full-time students; if some students studied part-time, student support costs would fall (although some caution needs to be exercised as to how far it is possible to impose a mode of study and a product on individuals that they either do not want or which would impact adversely on their chances of success). 

However, these are costs and they are not a costs-benefits analysis. If the latter was applied the scenario becomes potentially more favourable.

The benefits of expanding capacity in 2010
There have been significant volumes of research undertaken investigating the economic returns to traditional, academic and vocational qualifications, highlighting the enhanced earnings and likelihood of employment associated with increasing qualification attainment. For instance, previous findings have indicated that possession of an undergraduate degree adds approximately 23.5% to average earnings
; enhances the probability of being employed by between 4 and 6 percentage points
; and increases the labour market resilience of individuals in possession of those qualifications during periods of economic uncertainty
.

In March 2009, million+ published Enrol for Free
 – a policy paper which proposed that individuals in receipt of Jobseekers Allowance or on short-hours contracts should be provided with an opportunity to study at university part-time and without having to pay part-time fees. In this analysis, we calculated the lifetime earnings premium between the ages of 35 and 64 in the case of men and 35 and 59 in the case of women of such a policy.

Combining all the information, the aggregate economic benefits to aggregate economic costs of the policy were calculated. Specifically, the ratio of the benefits to costs for the individual if the Enrol for free proposals had been adopted, stood at 3.51:1, while the ratio of benefits to costs for the Exchequer stood at 1.30:1. 
There is very reason to suppose that the same ratio of benefits to costs would be accrued by individuals and the Exchequer if the Government adopted a policy of meeting the demand for university places in 2010.  
The solution: short-term funding for 2010
2010 will be a critical year. Unemployment may rise further. There are particular risks in terms of youth unemployment. Approximately 800,000 people attain the age 18 in the UK as the expansion in the 18-24 year old cohort peaks.  The only real way forward to create capacity in 2010 is investment to ensure that the supply of university places meets demand.
Conclusion
University places and the opportunity to study at university should not be a political football. There is no easy funding solution but the students of 2010 should not miss out during a period when everyone (politicians, universities and students) are considering how best to fund universities and higher education in the future. There is also a real risk that the Government uses the difficulty which students and universities may experience in August as an excuse to incentivise private providers or to suggest that these problems would be solved by less people going to university, by the expansion of HE in FE or by a further cut in the public funding of universities. Many universities operate successful partnerships with FE Colleges but if places are reduced or are insufficient to meet demand inevitably these university-college partnerships will also suffer.

There should now be a serious discussion between MPs, Government Ministers, universities and students to agree how to deliver a short-term funding package – a temporary measure - to ensure that universities have the capacity and can meet the aspirations in particular of those students whose life chances are most likely to be compromised and whose chances of unemployment are most likely to be increased, if they lose the opportunity to study at university in 2010. 
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