24 January 2006
Review of the teaching funding method: Frequently asked questions
1. Below we try to answer some of the questions about our proposals to change the way we allocate funds for teaching. These proposals are set out in a consultation document (HEFCE 2005/41). 


2. Readers will find it helpful to make themselves familiar with this consultation document and with the current funding method (described on the HEFCE web-site under Learning and teaching/Funding) before reading these FAQs. The questions below have arisen over the period of pre-consultation and in developing the consultation document. 
3. We intend to update this document as the consultation progresses. If you have questions relating to the proposed changes please send them to Chris Taylor on c.taylor@hefce.ac.uk. 
Questions

Q1. The sector is facing a period of uncertainty. Why are you making changes now?
Q2. Why do you make assumptions about tuition fee income?
Q3. Why are you increasing the fee assumption to £2,000?
Q4. Why have you left the fee assumption for part-time students the same?
Q5. What is the difference between premiums and targeted allocations?
Q6. What effect will all these changes have on my institution?
Q7. How will these changes affect different ‘types’ of institution?
Q8. HE in FE is different to HE delivered in HEIs. How are you taking account of these differences?
Q9. My institution is currently heavily dependent on funding that will be allocated through these targeted allocations. How can I be sure of the financial stability of my institution beyond 2008-09?
Q10. My subject area has particularly high costs associated with it. Why are these not reflected in the proposed changes to the funding method?
Q11. Why do you need to have more cost information about teaching and how will you obtain it?
Q12. Won’t creating targeted allocations increase volatility rather than provide stability?
Q13. How will moderation apply to the new system?
Q14. What were the outcomes of the recent teaching funding consultation events? How will HEFCE respond to these outcomes?
Q1.
The sector is facing a period of uncertainty. Why are you making changes now?
4. We are reviewing the method because we need to make sure that it remains robust and fit-for-purpose in the light of changes in higher education, particularly the introduction of variable tuition fees from 2006-07, and because some changes that enable the funding method to be fit for purpose in the medium to long term take a number of years to introduce properly. 
5. If we did nothing in the face of the introduction of fees there would quite rapidly be distortions in the overall funding for teaching across the sector. The fee will provide a varying proportion of the cost of teaching different subjects. For example, the fee is a higher proportion of the cost of providing degree courses in, say, philosophy, than in physics. So the ‘do nothing’ option would provide an incentive to move out of high-cost subjects into low-cost ones. 
6. Secondly, the present formula is not based on cost, but on expenditure (as evidenced in financial returns from the sector). We are proposing to address this by moving over to a cost-based approach - but not until the necessary evidence can be gathered and deployed. In the meantime, we propose to mitigate unwanted distortions by increasing the support for laboratory-based subjects and medicine in the face of capped fees. This will be achieved through the assumption we make about the proportion of expenditure that will be covered by the fee. This will also support part-time provision. Our proposals when taken together will help to keep the funding for teaching stable and predictable and to minimise volatility or perverse incentives.
7. Providing stability through a period of uncertainty is at the heart of our proposals in the consultation document. Because of this no change will occur until 2007-08, and where change is proposed it will be phased. (Table 2 of HEFCE 2005/41 gives the timing for the changes.) Central to this stability is maintaining nearly all key aspects of the current method. The overwhelming majority of our funding will therefore continue to be allocated as we do now: using a calculation of the standard/assumed resource in respect of student volume and subject mix. We are not proposing to change the volume measure we use
, the price groups, the existence of the tolerance band or the operation of a block grant principle. We may, however, wish to consider the parameters of the funding method as necessary to ensure that stability is maintained. 
8. We recognise that the sector is facing a period of uncertainty with the introduction of new fee regulations for full-time undergraduate students over the period 2006-07 to 2008-09. The changes to fee regulations will bring additional resources but will also bring risks to strategic priorities such as widening participation. There is also the possibility of further change beyond 2009 when the Government will review the current fee arrangements.

9. We believe that this requires us to take a two-cycle approach to our review of the funding method. The first cycle, which we expect to last at least until the outcome of the Government’s review in 2009, will address particular issues that require attention raised in the evaluation of the current method undertaken by SQW Ltd 
. The first cycle will also put in place the foundations for changes that may be required in the future. The second cycle will address changes that might be needed post-2009 when the Government has reviewed student fee arrangements.
10. In this first cycle we believe we should therefore help the sector to manage this period of uncertainty by ensuring that institutions see little or no change to their grant as a direct result of our changes, and by providing more effective support for strategic priorities. In doing so we are also aiming to put in place mechanisms that will be able to deal with the effects of possible further changes to fee regulations. This includes the development of a consistent national framework for the costing of teaching which will play an important role in providing the information we and the sector will need for the future. It takes time to build a new funding method, especially where new data are required, and reviewing now will enable us to make change in a managed way.

11. Without making the changes proposed in the consultation document we believe that the current funding method would add to the uncertainty and volatility of the sector over the coming years and would fail to provide adequate support for important higher education outcomes.
Q2.
Why do you make assumptions about tuition fee income?
12. We make assumptions about fee income to ensure that the current distribution of resource is maintained across the four ‘price groups’. This ensures that there is stability in the system. Not making a fee assumption would see resources increase for low-cost provision and decrease for high-cost provision. Preventing this is particularly important at the current time when some high-cost subjects – such as sciences and engineering – are vulnerable because of a mismatch between supply and demand. These assumptions do not affect the total amount of public funding provided by HEFCE for teaching in higher education.
13. Within our teaching funding method, full-time equivalent students (FTEs) are assigned to price groups, which reflect the relative costs of provision in different subject areas.
14. There are currently four price groups: 
	Price group
	Description
	Cost weight

	A
	The clinical stages of medicine and dentistry courses and veterinary science
	4

	B
	Laboratory-based subjects (science, pre-clinical stages of medicine and dentistry, engineering and technology)
	1.7

	C
	Subjects with a studio, laboratory or fieldwork element
	1.3

	D
	All other subjects
	1


15. These price groups were determined by looking at expenditure data
 and student full-time equivalent numbers (FTEs) reported in academic cost centres. This information then provides a proxy for the relative costs of provision across these cost centres and so across the price groups. This expenditure data includes revenue received by institutions from tuition fees as well as that received from HEFCE. So, to determine the amount of HEFCE funding that should contribute towards meeting these costs we must take account of what proportion of the relative cost of provision is met by fee income. We do this by making a number of assumptions about the level of fee charged to students. These cover both regulated and unregulated fees across different modes and levels of study. The current assumptions are:

· full-time undergraduates: £1,175 per FTE
· sandwich year-out undergraduates: £1,140 per FTE
· part-time undergraduates on courses with regulated fees: £1,140 per FTE
· other part-time undergraduates: £1,175 per FTE
· taught postgraduates on courses with regulated fees (these are courses such as PGCEs and some architecture courses): £1,175 per FTE 

· other full-time and sandwich taught postgraduates: £3,608 per FTE
· other part-time taught postgraduates: £3,968 per FTE.

16. These assumptions do not affect the total amount of public funding provided by HEFCE for teaching in higher education.
17. Failure to recognise the proportion of costs met by tuition fee income in our distribution of funding between price groups would see resources increase for low-cost provision and decrease for high-cost provision. This would create perverse incentives for institutions to recruit heavily in low-cost subjects and to withdraw from high-cost provision. It would also distort the funding that we provide for growth. Making a fee assumption is therefore vital to ensuring an appropriate and stable balance of provision in the higher education (HE) sector. 
Q3.
Why are you increasing the fee assumption to £2,000?
18. We are proposing to increase the fee assumption to £2,000 because that is currently the best estimate of a sector average fee level for full-time undergraduates net of bursaries, and it enables us to ensure that the resources flowing to subjects, mode and level of study for the sector as a whole are broadly in proportion to the relative costs of providing them. We intend to monitor the level of fee income to the sector and revise the assumptions made in the method should these relativities change. 
19. It is vital that we increase our fee assumption in line with the best information we have about the level of income received by the sector from tuition fees. Failure to do so would mean that we would fail to maintain an accurate distribution of our grant in respect of the differing relative contributions to costs of provision. If we ignored the fact that a higher proportion of costs will be met by fee income in low-cost subjects than in high-cost subjects, then we would provide incentives for institutions to withdraw from high-cost provision. 

20. We have chosen the figure of £2,000 because analysis of agreements between institutions and the Office for Fair Access shows that nearly all HEIs will be charging fees of £3,000: £2,000 is then a conservative estimate of the residual income to institutions once bursaries have been paid. 
Q4.
Why have you left the fee assumption for part-time students the same?

21. At present we have no evidence to suggest that the level of part-time fee income will increase with the introduction of fees for full-time undergraduates.

22. There has been no change to the regulations governing the charging of tuition fees to part-time students and we do not yet know how part-time fee levels will be affected by the introduction of variable fees for full-time undergraduates, if indeed they will be. In recent years we have been able to set fee assumptions based on fixed regulated levels or observed averages. We will not have that same certainty for the first few years of the new fee regime but will be keeping all fee assumptions under review as the impact of the new fee regime for FT UG becomes apparent.
Q5.
What is the difference between premiums and targeted allocations?

23. Premiums reflect differences in cost due to specific factors and influence the amount of money the model says institutions should receive. Targeted allocations are intended to support HE outcomes that are strategically desirable and will result in a more direct relationship between changes in activity and changes in the amount of HEFCE grant an institution actually receives as a result of that allocation. Targeted allocations are part of the funding method and therefore within the block grant.
24. The consultation document proposes replacing premiums with targeted allocations (see paragraphs 42-51 of HEFCE 2005/41). 

25. Premiums are the way that we reflect differences in cost in the current method. They often address strategic priorities of HE as a whole and are applied for a range of student-related and institution-related factors:

a. Students on long courses. 

b. Part-time students.

c. Foundation degree students.

d. London weighting.

e. Institution-specific (specialist) factors.

f. Old and historic buildings.

g. Small institutions.
26. They operate through a system of percentage-based weightings that are used in calculating an institution’s ‘standard resource’. This is a notional calculation of what the institution would get if grant was calculated afresh each year. It is based on each institution’s profile of students, and takes into account:
· the number of students
· subject-related factors
· student- and institution-related factors – premiums.
27. Premiums only affect funding to the extent that they result in an institution moving within or outside the tolerance band. The consultation proposes that we replace premiums with ‘targeted allocations’. Unlike premiums these will not be part of the standard/assumed resource calculation and will not contribute to calculating an institution’s position in the tolerance band. 
28. Targeted allocations may be informed by cost, but their main purpose will be to address particular features of the HE sector that support the strategic aims of the funding method. They will operate much as the current widening participation allocation operates in so far as they will be specific allocations of funding within the main block grant for teaching. It is likely that many will be formula-driven. Targeted allocations will make real allocations of cash, rather than merely changing an institution’s position in the tolerance band.

Q6.
What effect will all these changes have on my institution?

29. In terms of grant received, the effect is likely to be relatively small - and any changes will be phased or announced some time before they are introduced. The targeted allocations are designed to address strategic priorities in a more effective manner, and are a system to use additional funds to support priorities that a more market-based system may not deliver. They are not intended to produce major redistributions of grant. 
30. A full summary of the timing of the changes can be found in Table 2 of the consultation document, HEFCE 2005/41. 
31. We are not proposing to make any changes to the funding method in the first year of the introduction of variable fees: 2006-07. We will run the current method for this year ‘blind’ to the introduction of variable fees and, to ensure stability, will introduce the system of targeted allocations in 2007-08. Moreover, in 2007-08 we do not intend to introduce any fundamentally new focus for the targeted allocations, and expect to provide institutions with the cash equivalent of what they would have received under the current system of premiums. 

32. The removal of the premiums and associated funding from the tolerance band in 2007-08, in order to create the targeted allocations, will set new figures for the ‘standard resource’ for each institution. This could alter their position within the tolerance band. We will discuss with institutions the consequences of moving outside the tolerance band and will look to provide migration funding where appropriate. We do not expect this to be substantial for the sector as a whole.
33. To assist in illustrating this we have undertaken modelling, available on the web at www.hefce.ac.uk/learning/funding/review/. This is based on 2005-06 data and shows what would have happened to the overall level of HEFCE grant to individual institutions had these changes been introduced then. It is impossible to predict with absolute certainty whether this outcome will be the same in 2007-08, because exact funding levels for institutions depend on a number of factors. These include both the volume and mix of students, and the institution’s position in or outside the tolerance band at the point of the change; all of which may change between now and implementation. In the hypothetical modelling attached, the small amount of migration funding required for those institutions moving out of the bottom of the tolerance band would be met through recycled funds heldback from institutions for under-recruitment. 
34. However, we are unable to predict with certainty the degree of change between now and 2007-08, so it may be that more funds are required for migration purposes when the new method is introduced. 
35. In 2006 we will consider the appropriateness of the focus of the current premiums and examine if there are new priorities that we wish to reflect through targeted allocations from 2008-09. We intend to develop these priorities and allocations with the sector and its representative bodies, and to formally consult on them before any changes are made. 
Q7. How will these changes affect different ‘types’ of institution?
36. There are a number of inter-related factors that combine to create different effects for different institutions. It is not therefore possibly to draw simple conclusions for ‘types’ of institution. As an overall package of changes, however, the effect on all institutions’ level of funding in our hypothetical modelling is minimal. 

37. An institution’s position relative to standard resource under the new method is likely to be affected by three main factors:
a. Their profile of students, and changes in this profile, compared to the sector as a whole. To determine these effects, we need to consider the impact on standard and assumed resource of the changed fee assumptions. The increased resource attributable to the higher full-time undergraduate fee income will increase the base price used to calculate standard resource, and will therefore result in a higher level of standard resource for all institutions and all categories of students (all other things being equal). To give examples of the effect:
i. For part-time undergraduates, there would be an increase in standard resource (because of the increased base price), but no increase in assumed resource (because the fee assumption has not changed). Institutions with a high proportion of part-time undergraduates would therefore appear relatively less well resourced: they may move below the tolerance band. 

ii. For institutions with a disproportionately high volume of their activity being full-time undergraduates in low-weighted price groups, the increase in assumed fee income will represent a significant proportion of their overall resource. This increase in assumed resource is likely to outweigh the increase in their standard resource and therefore such an institution would appear relatively better resourced: they may move above the tolerance band. 
b. Institutions’ current position relative to standard resource. In very broad terms, an institution that is currently relatively over- or under-resourced, will still be relatively over- or under-resourced, all other things being equal, when compared with an institution with a similar student profile that is close to the middle of the tolerance band.
c. The proportion of current standard resource that is attributable to the student-related and institutional premiums. We expect to deduct the cash value of the premiums at standard resource prices from the main resource-based stream to reallocate this same cash figure in 2007-08 as targeted allocations. The transfer will be neutral in cash terms in that year. However, the broad effect will be to move institutions away from the tolerance band: those with significant premiums that are currently above the band would move further above, while those below the band would move further below.
38. It is the interaction of all these factors that will determine an institution’s position relative to standard resource under the new method. We will enter discussions with institutions that move outside the tolerance band as a result of these changes and take remedial action where needed. 
Q8.
HE in FE is different to HE delivered in HEIs. How are you taking account of these differences?
39. Higher education delivered in further education colleges (FECs) makes a vital and often unique contribution to widening participation, part-time education, and new and innovative provision. We currently have a broad-brush funding method with modifications designed to protect important and unique features of the HE sector. HE in FECs is one such feature. We are aware that some proposals in this consultation may impact differently on FECs. We are confident that we can introduce measures to ensure that FECs are not disadvantaged. 
40. One aspect of the consultation which has implications for FECs is the proposal to establish a consistent national framework for the costing of teaching based on Transparent Approach to Costing (TRAC) principles. FECs, unlike HEIs, do not currently use TRAC or equivalent costing systems. HEFCE has been working with JM Consulting, the Association of Colleges, the Learning and Skills Council (LSC) and FE finance directors to consider the options available to HEFCE in order to involve FECs in the framework. Possibilities are likely to include engaging in a number of one-off costing exercises and encouraging FECs to introduce a ‘light-touch’ version of TRAC. 
41. At our consultation events in December many FECs raised with us the likely difference between fees charged in FECs and those charged in HEIs. From September 2006, almost all HEIs will be charging the maximum fee of £3,000. It seems likely, however, that many FECs will offer provision at a lower price. We have been working with the Association of Colleges and the LSC to assess the impact of the increased fee assumption on FECs. Any decisions reached on this topic will be published in our second consultation, expected in autumn 2006. 
42. However, we would like to emphasise that increasing the fee assumption for full-time undergraduates (FT UG) will not affect the total amount of public money available to fund teaching. The way we take account of fees is different to the way that the LSC takes account of fees, and FECs should not expect to see their HEFCE grant decrease as a result of this proposal. The modelling provided on our web-site (at www.hefce.ac.uk under Learning & teaching/Funding/Teaching funding method review) shows, among other proposals, the hypothetical effect of making an increased fee assumption for FT UG on all directly funded FECs. It shows that in fact many FECs are likely to benefit from the increased FT UG fee assumption, because of the impact it has on support for their part-time provision. 
43. Throughout 2006, we will be working to ensure that the impact of our changes on HE in FE is fully explored and resolved. We will do this through working with colleges directly in order to analyse the implications for them and to find solutions when needed. One element of this will be the use of focus groups of finance directors that we jointly convened with the Association of Colleges in November 2005; we plan to repeat this exercise in 2006. We are also in conversation with the LSC on the future direction of our funding methods. 

Q9.
My institution is currently heavily dependent on funding that will be allocated through these targeted allocations. How can I be sure of the financial stability of my institution beyond 2008-09?
44. We recognise that many institutions are heavily dependent on funding that is allocated through our premiums – and potentially therefore through our new allocations. We plan to consider over the coming year the focus and application of the allocations to consider how they can operate most effectively from 2008-09. 


45. We plan to consult with the sector in October 2006 on how these allocations will operate. It is vital that we take this year to determine how they will work so that we can ensure that the future of these allocations is given due consideration and that they can be developed in discussion with the sector through its representative bodies.

46. These allocations are designed to enable us to address strategic priorities in a more effective manner than the current system of premiums. There is no intention to undertake a major redistribution of funds and we do not intend there to be any changes that would destabilise any institution’s financial position.

Q10.
My subject area has particularly high costs associated with it. Why are these not reflected in the proposed changes to the funding method?
47. We take a number of measures to ensure that differential costs are reflected in the funding method. The fee assumption is an important part of this – see Q3 – but essentially the proposals maintain a distribution of resources in line with our best understanding of the relative costs of teaching different subjects. We are also taking action immediately through the development of a consistent national framework – see Q10 – for the costing of teaching based on TRAC principles to improve the quality of cost information we have, and to inform any future changes to these price group weights.
48. We reflect the differing relative costs of four broad areas of provision through four price groups, and weight our funds to institutions accordingly. This helps to ensure a fair distribution of funds between high- and low-cost provision across the sector. Institutions are then free to distribute funding between and within these subject areas in line with their own strategic priorities. Our current price groups include high-cost provision and are as follows:
	Price group
	Description
	Cost weight

	A
	The clinical stages of medicine and dentistry courses and veterinary science
	4

	B
	Laboratory-based subjects (science, pre-clinical stages of medicine and dentistry, engineering and technology)
	1.7

	C
	Subjects with a studio, laboratory or fieldwork element
	1.3

	D
	All other subjects
	1


49. In their evaluation of the current method, SQW Ltd interviewed a range of institutions regarding these price groups and questioned their acceptance and suitability. Their report states:
‘The concept of a small number of price groups was universally welcomed, and only one institution felt that there should be more than four. This reflects the reduction in reporting demands that a small number of groups enables, but also a view that, in general, the relativities between groups and the placing of subjects within groups is broadly appropriate. Despite this, most institutions would prefer that the relativities were based on an explicit assessment of relative costs, although it was recognised that more progress would need to be made with the implementation of the TRAC methodology to teaching for this to be feasible
.’
50. Given these findings, and our desire to provide stability and predictability in our funding, we are not proposing to alter these price group weightings at the point of introducing the new funding method in 2007-08. Instead we propose to consider the costs of different subjects in the work planned to take forward a consistent national framework for the costing of teaching based on TRAC principles
. 
51.  In addition to the work looking at the costs of subjects, and the effect of the increased fee assumption, we are also currently providing special funding to support subjects that are both strategically important and vulnerable. Relevant examples in high-cost areas are:
· initiatives to raise demand in conjunction with professional bodies in STEM subjects (science, technology, engineering and mathematics) 
· research capacity-building exercises in areas of vulnerability that have been identified by the Research Councils.
Q11.
Why do you need to have more cost information about teaching and how will you obtain it?

52. There are three reasons why we need better cost information about teaching:
a. To inform the total costs of sustainable teaching, at sector and institutional level (to inform our advice to the Government on the needs for public funding).
b. To provide data to inform our allocations of funding to institutions – either formulaically through the funding method, or through strategic initiatives or other one-off funding.
c. To inform institutions and other stakeholders about costs of teaching, to encourage more strategic thinking about their portfolio, and to encourage efficiency and innovation. 
53. To meet these objectives we believe we need to take a holistic view of the full economic costs of teaching, and to establish a consistent national framework for the costing of teaching based on TRAC principles
. The additional information required would be in six cost areas, to support the allocation of funds and institutional good management. These are:
· subject 

· widening participation
· non-standard or high-cost delivery 

· part-time provision 
· institutions with a high cost base
· specific initiatives.

54. The new costing data would provide information that institutions increasingly need for their own purposes, such as in deciding fee levels and allocating resources internally. It would require some extension to existing TRAC processes. In some areas, institutions are already costing teaching, and the only change might be to provide a more consistent framework of methods to support them. In other areas, we might require some additional costing processes. Wherever appropriate these could be done on a sample basis (by volunteer institutions) or by one-off studies, in order to minimise potential burdens on institutions. 

55. The total burden involved would depend on the options we chose. The use of TRAC for teaching will mainly draw on existing processes, so we do not believe that burden or cost would be prohibitive. Moreover, the benefits of better understanding of the costs of teaching, and better allocation of resources and management of provision, would apply to all institutions and to over £4 billion of public expenditure.
56. We do not believe that individual one-off studies give sufficiently useful results. We have committed to consulting on the detail of this framework in October 2006 and will look to begin collecting data as soon as possible thereafter. In order to get robust costing information we will require more than one year’s worth of data. 
57. The changes we are proposing to the fee assumption are also relevant here. Making an increased fee assumption ensures that we reflect in our grant the lower proportion of costs that will be met in high-cost subject areas by the increase in tuition fee income over the 2006-07 – 2008-09 period. See Q3 for further details.
Q12.
Won’t creating targeted allocations increase volatility rather than provide stability?

58. Removing the premiums from the tolerance band in order to allocate them as cash allocations means that the overwhelming majority of our funding will become simpler as there will be fewer parameters that affect the calculation of an institution’s position within the tolerance band. The stability of funding allocated within the tolerance band will depend on the stability of institutions’ recruitment.
59. The introduction of targeted allocations (see paragraphs 42-51 of HEFCE 2005/41) specifically addresses our aim of providing better support to strategic priorities. Exactly how the allocations will work is yet to be decided but for those that are formula driven, such as the widening participation allocation, institutions will know that an increase in a specific activity will have an effect on grant. So the allocations do not so much increase volatility as increase responsiveness and dynamism 'where it matters' – i.e. in relation to things that are strategically important and that need support. 
60. It is true that the allocations may bring more year-on-year variability to certain elements of certain institutions’ income. The extent of this will, however, depend on their changing levels of engagement with whatever the allocation is focused on, and the proportion of their funding that comes from premiums/allocations.
Q13.
How will moderation apply to the new system?

61. To help maintain stability, we phase in changes by moderating increases or decreases in teaching and research funding to institutions that would otherwise be affected by large fluctuations. Our Board considers the thresholds that determine moderation funding each year. Currently, we do not provide moderation funding if it amounts to less than £100,000 per institution. We expect moderation will continue to operate as it does now: so targeted allocations will be included in the moderation process just as the widening participation allocation is now. 
62. The consultation document raises one specific issue in relation to moderation funding. If we fund on the basis of HESA data there may be no retrospective holdback for exceeding the contract range and therefore less need to moderate such holdback. This is explained in paragraphs 105b and 106 of HEFCE 2005/41.
Q14. What were the outcomes of the recent teaching funding consultation events? How will HEFCE respond to these outcomes?

63. The two consultation events held in December 2005 in London and Manchester were well attended by over four hundred delegates from higher education institutions, further education colleges and related bodies. The events combined informative presentations, question and answer sessions and small group discussions. Topics included:

· the implementation of a consistent national framework for the costing of teaching based on TRAC principles

· proposed changes to the fee assumption for full-time undergraduates

· the possibility of using credits as a basis for funding

· the possibility of funding based solely on HESES

· the impact of our proposals on HE in FE

· the proposed move from premiums to targeted allocations. 

64. All of the comments, questions and concerns raised during the events have been noted by HEFCE representatives, and will be incorporated into the ongoing consultation process. We expect to publish the outcomes of the consultation exercise in March.

� With the exception of funding credit awarded to non-completing students (see paragraphs 86 – 101 in consultation document HEFCE 2005/41)


� ‘Evaluation of the HEFCE teaching funding method’, SQW Ltd, May 2005, on the web at www.hefce.ac.uk under Publications/R&D reports.


� We reviewed expenditure and student FTE data by cost centre for the three-year period 1999�2000 to 2001-02. The full report of our study is on our web-site, www.hefce.ac.uk under Learning & teaching/Funding/Teaching funding method. It provides details of the methods used to assign expenditure to price groups, and the different analyses carried out to determine the relative costs of different cost centres.


� SQW Ltd, ’Evaluation of the HEFCE teaching funding method’, � HYPERLINK "http://www.hefce.ac.uk" ��www.hefce.ac.uk� under R&D reports.


� See HEFCE 2005/41 paragraphs 56-67.


� For a detailed explanation of the framework see ‘Use of costs to inform the funding of teaching’ JM Consulting and PA Consulting, October 2005, � HYPERLINK "http://www.hefce.ac.uk" ��www.hefce.ac.uk� under R&D reports.





