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[bookmark: _Toc346652634][bookmark: _Toc346720507][bookmark: _Toc346724552]Question 1
Name of organisation?

1   Pearson College Ltd

What type of organisation is it? (e.g. Alternative Provider, HEI, FEC, Regulatory Body etc.)

2 Pearson College Ltd is a subsidiary of Pearson PLC.  Pearson College has been set up in the UK to start delivering higher education and is an alternative provider (“AP”) having commenced with its first intake of students in September 2012.  

3 Pearson PLC is an education and publishing company.  Established for over 150 years and now a FTSE 100 company, it is best known as the owner of the FT and Penguin Publishing, though most of its activity is now in education.  It is the world’s biggest publisher of university textbooks, and an awarding body in its own right as the owner of Edexcel, and provides a wide range of services to educational institutions including technology, assessment, and content.
[bookmark: _Toc346532143][bookmark: _Toc346652635][bookmark: _Toc346720508][bookmark: _Toc346724553]Question 2
[bookmark: _Toc346530780][bookmark: _Toc346530782][bookmark: _Toc346532145]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?

Introductory Points
4 [bookmark: _Toc346530783][bookmark: _Toc346532146]We do not believe that either option as they stand will properly reconcile the need to control costs with the desire to increase and diversify higher education provision in the UK. 

5 Below we set out the drivers and challenges to achieving these goals, as we understand them, and under Question 4 a proposal that could enable both needs to be met. Our discussions with other APs suggest that this option is one they would welcome being explored in more detail.

6 Should method 1 or 2 be taken forward we recommend that they should be adapted in order to ensure that the constraints on APs are not such as to represent a barrier to market entry, or to compel APs to increase costs and service only a small minority of self-funding students (i.e. those who do not require loans). Our suggested adaptation is set out in Annex 1 to this response.
The need to control costs
7 We understand the need for the government to limit its financial exposure on student loans, and to control the amount of tax payer risk. This is particularly challenging in relation to supporting students at APs, which is a relatively new sub-sector of UK HE and has not yet had the chance to grow to a significant size (the most recent figure in the consultation document puts it at 0.6% of the sector). 

8 We understand that the main driver behind the consultation is working out how to control the cost to the tax payer of the developing AP sector.  We are keen to work with the government and other relevant parties to find a mechanism for controlling this risk.
[bookmark: _Toc346530784][bookmark: _Toc346532147]Benefits of an AP sector
9 At the same time the government is interested in opening up the HE sector to new providers.  There are many good reasons for this.  

10 APs can offer a different approach to HE than the more traditional UK universities.  They tend to focus on teaching and learning rather than research, and because of this are likely to be particularly responsive to student demand and the student experience as students are their key stakeholder.  They often fill a particular niche.  Some specialise in excellent links with industry and employers (eg BPP University College or University of Law), others in a particular subject area such as liberal arts taught by some of the world’s leading thinkers (eg New College of the Humanities), and others focus on a particular type of student such as high calibre multi-lingual international students (Regent’s College). 

11 Many focus strongly on value for money, for example by offering efficient accelerated degrees or by keeping tuition fees highly competitive.  This translates into benefits for students by providing more choice and encouraging innovative approaches to HE.  

12 The typical three year campus model at a research oriented university is often excellent, and the UK has a well-deserved reputation for quality in its public universities.  Nevertheless, this is only one approach to HE and not necessarily suitable to all of modern society’s HE needs, nor to all of its potential students. And it is an expensive model.  Alternative approaches are needed.

13 It follows that one of the main benefits that the AP sector can offer is to drive more competition in the HE sector as a whole.  

14 The stronger and more successful the AP sub-sector can be, the more UK HE as a whole will benefit through healthy competition on price, quality, employer engagement  and innovation.  This should benefit students, employers, the economy, and the tax payer.

15 The effect on the HE sector as a whole of enabling the AP sector to grow is very important.  Looked at simply in financial terms, the Treasury may be better off overall with a growing AP sector.  There are several reasons for this:
· Firstly, students at APs can only borrow £6k a year for tuition as opposed to £9k at public universities, so any students attracted to the AP sector will cost the taxpayer less.
· Secondly, one of the effects of a dynamic AP sector will be competition on price, and if that competition helps drive down tuition fees in many universities then this will reduce the student loan book and tax payer exposure.  
· Thirdly, APs operate without the wide range of other subsidies and taxation benefits provided to public universities.  
· Finally, given they are often focussed on employers and the professions they may lead to higher graduate employment rates and lower non-repayment risk when correlated against student prior achievement levels.
[bookmark: _Toc346530785][bookmark: _Toc346532148]The challenge
16 The government wishes to encourage new APs to enter the sector, and for the AP sector to grow because of the benefits it can bring to students, the HE sector as a whole and the tax payer.  But at the same time it is not able to increase the number of tax payer subsidised places in the HE system. 

17 The goal therefore is to open UK HE to high quality new providers without increasing Treasury exposure to an unacceptable level.

18 Neither method 1 nor 2 resolve this because they do not allow for growth of full time undergraduate numbers.  

19 Indeed, the current public sector system of government subsidies for students, subsidies for public universities, number controls, and the associated bureaucracy does not sit easily with the concept of free and open competition.  It creates a non-level playing field, significant barriers to entry for new providers, and freedom of student movement within the system is restricted.  Negative implications for competition follow.  In this context the potential benefits of the AP sector will not be fully realised.

20 For this reason, we do not recommend a system that relies on allocation of numbers, and therefore neither method 1 nor 2 would be relevant.

21 Instead we propose an alternative approach which would create a free and independent sector operating on the basis of open and fair competition.  This is set out at Question 4.
[bookmark: _Toc346652636][bookmark: _Toc346720509][bookmark: _Toc346724554]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)?
22 This should be optional for APs.

23 There are considerable bureaucratic costs in submitting a HESA return, as is mentioned in the consultation document, and this could be a barrier to entry for new providers.  It would also in many (possibly most) cases be a cost that is out of proportion to the number of students accessing SLC loans.  There are other ways of ensuring accountability more appropriate to an independent sector, including our proposal set out in Question 4.

24 If a HESA return were to be introduced for APs it should only apply to information on students who have accessed student loans.  Depending on the outcome of this consultation, it is likely that the majority of students at APs will not access student loans.  Even within a designated course, only a small percentage of students may do so if method 2 is employed and the relevant provider has only a very small number of SLC places.
[bookmark: _Toc346652637][bookmark: _Toc346720510][bookmark: _Toc346724555]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?  
25 We propose that serious consideration be given to the following proposal which we consider addresses the challenge outlined in paragraphs 16-21 above.

26 We believe the aim should be to contribute to building a high quality, world leading, independent HE sector.

27 The best way to achieve this is through an Independent Sector that operates in as close to a free market as possible, with all students able to choose freely between providers on the basis of quality and price.  The Independent Sector would sit alongside the current sector.

28 The quality of all degree programmes is ensured by UK HE QA processes.  Every degree course must be validated and quality assured by an institution with UK DAP, and each such institution is itself regulated by the QAA.  

29 Ideally, the Independent Sector would operate independently of government subsidy.

30 APs could choose whether to operate within the Independent Sector, or to be part of the public sector with allocated numbers, subsidy for (some) students, and associated number controls.  There are some free market elements within the public sector, such as recruitment of ABB students, and some APs may prefer to operate within this.  It would be possible for them to do so using either Method 1 or 2.  Those who would want to grow on the basis of free and open competition would join the Independent Sector.  

31 In order for undergraduate students to be free to choose to study within the Independent Sector, they will need to be able to access loans.  Some students may not need loans, but the majority are likely to do so.  This is because it is the degree course itself that gives them the ability to earn an income through their chosen career.  Therefore it is important that students are able to pay back some or all of their fees post-graduation, if the benefits of diverse provision are to be available more readily to the least affluent groups.

32 The availability of a post-graduation repayment scheme is particularly important for students from lower income backgrounds.  Without it the choices within the independent sector are likely to be available primarily to students from wealthier backgrounds.

33 The SLC provides a post-graduation repayment scheme.  It is subsidised by the taxpayer because the government bears the risk of non-repayment by writing off the debt after 30 years.

34 Our proposal is that the SLC provide a post-graduation repayment scheme for students at APs but without this being subsidised by the taxpayer.  

35 This would be achieved by an AP paying a Recruitment Premium for each student that accesses an SLC loan.  The Recruitment Premium would be set at a rate that represents the RAB rate, and effectively pays for the risk of non-repayment.

36 The Recruitment Premium would apply to all students in the Independent Sector accessing loans through the SLC.  This includes part time students, ABB students and current numbers.  

37 There would be no allocation of numbers, as there would be no subsidised places for APs choosing to join the Independent Sector.

38 In exchange the participating APs would be able to recruit freely, and the Independent Sector would operate as close to a free competitive market as possible.  This would provide all the benefits of competition including competition on price, quality, and innovation.  This would not only be within the Independent Sector, but also within the larger public sector as any students would be free to choose the Independent Sector if they wished.  Choices would be open to all.

39 For speed of implementation, it would probably be easiest to start with one Recruitment Premium rate that applies to all APs choosing to join the Independent Sector.  This would be based in part on the government’s own calculations of the RAB rate for the HE sector as a whole, reduced to reflect the fact that loans at APs are in any case capped at £6000.

40 However, it would be essential that each AP develop its own institutional Recruitment Premium rate (an average across all its courses).  An initial formula would be created which could be refined over time.  This would ensure that each AP would keep fees in proportion to likely future salaries of graduates and be a powerful incentive to retention and high quality.  Each AP would have a direct incentive to keep fees down, tax payer subsidy down, and returns for students up.  It would therefore enshrine a strong value for money design for all participating APs. 

41 This means that each AP would strive to keep its Recruitment Premium as low as possible, and would have its own Recruitment Premium rate that it can influence according to its design, price and recruitment policies. 

42 This is a crucial part of the proposal as it means the interests of the relevant AP are perfectly aligned to those of students in terms of career progression and job prospects. 

43 This means the economic incentives built into the design of the Independent Sector are based on value for money and makes large scale long term abuses very difficult.  The Recruitment Premium becomes a measure of the efficacy of the programmes.

44 We recommend that any new system is not introduced until 2014-2015 to enable proper consideration of this and other proposals.

45 Nonetheless, we think this proposal would be capable of reasonably quick implementation.  After implementation the model will no doubt need to be refined over time.

46 Firstly, the initial Recruitment Premium would need to be set.  This would be a percentage of any loans drawn down on the SLC.  The starting point would be the government’s own calculations of the RAB rate, taking into account the lower tuition loan cap of £6000, the discounted effect of the premium being paid “up front” (as opposed to in 30 years time) and other factors such as the economic contribution of the Independent Sector and the type of qualification.   This is not unlike what is outlined in 2.4 of the consultation.

47 Once set, participating APs would pay it in relation to all SLC loans generated by their students. 

48 The participating APs will have paid for using the infrastructure of the SLC, but as places at these APs would effectively be un-subsidised they would be able to grow freely and operate in a free market.  

49 Consideration should be given to a review of the economic impact of the sector at certain trigger points, possibly by size (eg 5%, 8% and 10% of the undergraduate sector utilising SLC loans) and/or by time (eg every 5 years).

50 Note that the tax payer has three elements of protection: the tuition loan is capped at £6000 (students at public universities can borrow 50% more), a Recruitment Premium would be paid, and there would be periodic reviews of the sector.

51 As a result this would become a free and Independent Sector, with its quality regulated by institutions with DAP who are themselves regulated by the QAA.  It would be free of subsidy, students would be able to choose programmes within it on the basis of free and open competition, and new providers could enter and grow if their courses are sufficiently attractive.  It would create a new model for independent HE, and through the benefits of free competition the aim would be for it to grow into a high quality, word leading Independent Sector.

52 This is our preferred proposal.  However, if this is not adopted we have a modified version of the proposal which sits with Method 2 of the consultation.  This and two other related proposals are set out in Annexes 1-2.
[bookmark: _Toc346532156][bookmark: _Toc346652638][bookmark: _Toc346720511][bookmark: _Toc346724556]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’? 
53 If a new provider were to join the Independent Sector scheme outlined in Question 4, allocation of numbers and the associated bureaucracy would be irrelevant.  

54 However, if the government is keen to encourage new entrants then consideration could be given to allowing new entrants a limited number of subsidised places at the start.  Once they reach that limit they would need to decide whether or not to join the Independent Sector and switch to the non-subsidised route, or to continue in the public sector with numbers caps and subsidy.  We would support minimal bureaucracy for new entrants as this can be a significant barrier to entry.

55 It should be stressed that in all cases, even with the smallest provider, there must always be quality assurance via validation by an institution with UK DAP.

56 If a number controls system as outlined in Method 1 or 2 were to be introduced we agree that there should be an exemption for small providers.  This is because the costs of participating in the system would be disproportionate and operate as a significant barrier to entry.  As most providers will start small this would make entry into the sector very difficult, and therefore discourage the development of an AP sector.

57 We would recommend that the number be set at 250 students drawing down loans in their first year of degree study. 

58 Even after three years and assuming a high retention rate, this would mean the institution would still be as small as the smallest 10% of public universities.  If it is much smaller than this, then the bureaucratic costs are likely to be prohibitive and operate as a barrier to entry.  The QAA oversight cost alone is a minimum of £20,549 for APs, rising to £23,350 in August.  Note that all programmes must be quality controlled through an institution with DAP, so this recommendation in no way affects the quality of the provision at small providers.

59 This proposal would allow new institutions to enter, and grow to a small number, if Method 1 or 2 were adopted, before coming within SNC rules or choosing to join the Independent Sector.
[bookmark: _Toc346652639][bookmark: _Toc346720512][bookmark: _Toc346724557]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?[footnoteRef:1]  What impacts might there be and do you have any evidence of possible impacts? [1: Section 149(1) of the Equality Act 2010 imposes a duty on Ministers to have due regard to three specified equality matters when exercising their functions. These are: a) eliminating discrimination, harassment, victimisation and any other conduct that is prohibited by the Act; b) advancing equality of opportunity  between people who share a relevant protected characteristic and people who do not share it; and c) fostering good relations between people who share a relevant protected characteristic and people who do not share it. The Equality Duty covers the following protected characteristics: age, disability, gender, gender reassignment, pregnancy and maternity, race, religion or belief and sexual orientation. The duty to have due regard to the need to eliminate discrimination also covers marriage and civil partnerships.] 

The proposals for applying SNC could have an adverse impact on people from low income groups.  This is because the additional choices and alternative approaches to HE offered in the AP sector may be less available to students from low income groups for the following reasons:
1. If numbers are capped at current numbers, then the AP sector will only be able to expand outside the SLC
2. Without the SLC it will be difficult to set up a post-graduation repayment scheme
3. This means that full time students attending APs will need to be able to afford to pay up front or concurrently with their studies, rather than post-graduation like students from public universities.
4. Although APs may be able to recruit ABB students freely, due to the strong link between socio economic group and A level achievement this group of students is more likely to come from wealthier backgrounds.
5. For both these reasons the choices and benefits offered by the AP sector will be less available to students from low income backgrounds.
[bookmark: _Toc346724558][bookmark: _Toc346652640]Question 7
Do you have any other comments on the proposals within this consultation document? 

Allocation of numbers to APs
60 If APs were able to join an Independent Sector as outlined in Question 4, allocation of numbers and the associated bureaucracy and controls would be irrelevant.  

61 However, if APs have to operate within the current system based on control of numbers, the question arises as to how numbers would be allocated to APs in the first place.  

62 At present the AP sector is still very small, the latest figure in the consultation document shows it at about 0.6% of the undergraduate sector.  In order for the AP to become established and to provide the benefits outlined above to the HE sector as a whole, it is absolutely essential it is given a realistic chance to grow.  

63 It is important to bear in mind that APs are being asked to work within a sector where the public universities have had the advantage of decades (and in some cases centuries) of incremental growth in their numbers, generally with substantial support from the tax payer.  If the government is serious about the development of a high quality AP sector, then market entry and growth must be feasible, whether or not the students are given the benefit of a subsidy.  Ability to grow freely is considerably more important than access to a subsidy as it is this that will drive innovation and new ways of working, and indeed new and innovative ways of financing HE.

64 The consultation document does not explicitly address some fundamental questions in relation to how numbers are to be allocated to APs. These include:
a. How are initial numbers to be set for current APs?
b. How will future new APs be allocated numbers?
c. How will APs be able to grow their numbers?

65 The implication seems to be that alternative providers will simply be granted their current numbers.  This approach seems anti-competitive and would provide a serious barrier to entry for future APs.  It is very difficult to see how this could possibly be seen as opening the HE sector up to genuine market competition, as it would effectively freeze APs at their current size.  It is also very clearly not a level playing field even within the AP sector.

66 In addition to the effect on new APs, it does not give the current APs a proper chance to grow.  Even the largest APs are still very small in comparison to most public providers, and have not necessarily reached a long term viable size.  Future investment for any AP will be dependent on the ability to grow.

67 For this reason we are of the view that the main question is how to allow APs to grow without increasing Treasury expense.  Our answer to Question 4 proposes a solution.
[bookmark: _Toc346652642][bookmark: _Toc346530792][bookmark: _Toc346532154]Independent Student Loans Division of the SLC
68 The consultation document does not explicitly address how APs are expected to be able to grow their numbers.  

69 The proposal that APs will be designated on a course by course basis means that APs can have designated and non-designated programmes, rather than all programmes being automatically designated as in public universities.  The implication seems to be that growth will largely come from non-designated courses, and for new APs that have not yet come into existence this may be the only option.

70 If so, then most students at APs will need to pay for tuition with private finance rather than by accessing an SLC loan.  

71 Even if our proposal of a Recruitment Premium is adopted, private finance may be needed on some courses where the fee is higher than the loan cap.  For example, if an AP developed an Engineering degree, they may need to charge £8000 a year, but the SLC loan is limited to £6000 a year and therefore they will need private finance for the remaining £2000 a year. 

72 One way to do this could be via the student loans company through the creation of an independent student loans division.  We recommend that as part of the SNC review this possibility is explored.  We would be happy to work with the SLC and other relevant parties to devise this.

73 The repayment terms would be different, as it would not be a subsidised loan.  However, it would at least allow some or all of the loan to be repaid after graduation (the most critical aspect); to be collected via payroll; and ideally not to count as a debt against mortgage borrowings in the same way as the current student loan.  The cost of this private finance system would be borne by those wishing to use it (students at APs and the APs themselves).
Level Playing Field
74 One of the main policy reasons for encouraging APs is that they can help bring genuine market forces into the UK HE system, enabling it to benefit from healthy competition and become more responsive to the needs of students.

75 However, for market forces to operate properly one of the requirements is a level playing field.  It is generally accepted that currently there is not a level playing field between the public universities and the AP sector, and some argue that a truly level playing field should be created.  

76 Our view is that this would not be at all easy to do.  Many of the features of the public sector that create the uneven playing field are deeply rooted in history and traditional ways of working and methods of funding.  In some ways this goes to the very heart of the purpose of public universities.  To convert this into a level playing field in economic terms would take time, and would need to be done with great care so as not to damage the underlying reputation and quality of the public university sector.  

77 Many features would have to equalised, including  the following:
· Students at APs can only borrow £6000 towards their tuition fees, whereas students at public universities can borrow £9000
· Public universities receive teaching grant for some courses including STEM subjects, whereas APs do not 
· Public universities are eligible for a variety of other sources of public funding such as capital grants, research funding, scholarship funds etc, and some taxation benefits.  These would have to be made available to APs
· As already noted, public universities have had decades (and sometimes centuries) to enter the sector and build numbers, generally with long term taxpayer subsidy, and this unevenness of market entry would need to be addressed
· Undergraduate numbers at public universities are tightly controlled, whereas APs can recruit freely, although this might change following the outcome of this consultation document.
· Tuition fees at public universities are capped at £9000, whereas AP tuition fees are uncapped (though the loan cap of £6000 does create market pressure towards a de facto cap)
· Once APs have been granted their own DAP, these powers are subject to renewal every six years, whereas those at public universities are permanent. 


78 Therefore we do not think it is realistic to move quickly to a level playing field.  Instead we propose the creation of an Independent Sector that is within itself a level playing field and operates according to free, fair and open competition.  This would sit alongside a subsidised public sector with its numbers controls.  Students would be free to choose either sector, and this in itself would bring the benefits of competition and innovation to the system as a whole.

79 The sectors are quite different economically, and it would not be easy to move towards a truly level playing field as is acknowledged in the consultation document.  For this reason, our recommendation in Question 4 is the creation of an Independent Sector, to sit alongside the public sector.
Market entry
80 Although a completely level playing field is probably not feasible at this stage, change can be made to the system, as is proposed in this consultation.

81 Our view is that the possibility of market entry for new APs needs to be given careful consideration.  There are some rules which are applied unequally and can have a disproportionate impact on market entry:

· A range of subscription and monitoring fees cost more for APs than for public universities.  These fees can have a significant impact on whether or not small new APs would find it feasible to enter the sector at all.
· Students studying for ULIP degrees at publicly funded Further Education Colleges are eligible for funding whereas the students studying for the same degrees at an AP are not eligible.  This is particularly important as this is one of the methods of entering the sector for APs.
· The rules on international students are applied differently to APs, at least until they have been granted DAP.  International students at APs are unable to work part time while they study, whereas they can work 20 hours a week at public institutions.  The justification for this is unclear, especially as there have been a number of public universities that have had difficulties with applying the rules to the satisfaction of UKBA, so this is not just an AP issue.  The inability to work creates problems for international students, many of whom come from developing countries and find UK fees and living costs very expensive.  The effect on APs is particularly important, as this is one way of growing numbers that do not access SLC loans.

82 We would recommend that these rules be reconsidered as soon as possible.
Information on APs
83 One of the proposals is that APs would need to submit their business plans in order to be approved for designation.  We think this is inappropriate in a competitive sector, and in any case would not be helpful as business plans change and evolve regularly, especially in developing organisations.


[bookmark: _Toc346652641][bookmark: _Toc346724559]Annex 1 - Method 1 and Method 2

Our main recommendation is the proposal set out in Question 4.  This outlines a plan for the development of an Independent Sector that allows non-subsidised growth within a free market.
If, however, the decision is made that this is not possible, and subsidy must continue, then we would prefer method 2 coupled with a Recruitment Premium.  This is very similar to the suggestions at paragraph 2.4 of the consultation.
[bookmark: _Toc346530786][bookmark: _Toc346532149]Method 2 plus a Recruitment Premium
In this model, the assumption is that each AP will have an allocation of student numbers that can draw down subsidised SLC loans.
In this case some of the students at APs would benefit from the government subsidy.  This would include ABB students and part-time students and “allocated numbers” of full time students.
Recruitment over and above allocated numbers would result in a sanction according to paragraph 2.4 of the consultation.
Given that the main driver for the consultation is to control tax payer risk, then it follows that if an AP over recruits, the consequence should be the payment of an estimated cost to the tax payer.  Therefore we would recommend that the sanction is the Recruitment Premium referred to in Question 4.
We have used the word sanction to reflect the terminology in paragraph 2.4 of the consultation.  However, the Recruitment Premium would not be punitive, and should not be seen as such.  It would effectively be a license fee paid for the ability to use the infrastructure of the student loans company.  In the UK all degrees are quality controlled by an institution with DAP. That institution is itself regulated by the QAA.  Any over recruitment is a result of students choosing the programme at the AP.  Over recruitment is a sign of success, the programmes are subject to quality assurance mechanisms, and so long as the tax payer is reimbursed over recruitment should not be seen as undesirable.
The importance of being able to utilise the SLC is not so much the tax payer subsidy but that it provides a mechanism by which students can pay for their tuition fees post-graduation.  Without this, programmes at APs will only be available to a small percentage of wealthier students.  Any new choices offered by APs would only be available to those who already have the most choices, and this would therefore reduce the benefits that a healthy AP sector can bring to UK HE.
Under the proposal we suggest here each AP would have a student numbers allocation (for which there would be no Recruitment Premium), but the consequences of recruiting over that as referred to in paragraph 2.4 of the consultation, would be the payment of a Recruitment Premium for each student taking out a loan.  This would allow the AP sector to grow its full time numbers, but without tax payer subsidy.
Because the Recruitment Premium would only be triggered by students applying for a loan, this approach would sit more logically with method 2.
Method 2 would also be easier to administer in that it is clear precisely how much has been drawn down in loans from SLC records, and there would be no need for other bureaucratic controls such as HESA returns.
Although this suggestion falls squarely within the consultation document options, it is in fact not as beneficial to the tax payer as our proposal set out in Question 4 and the creation of an Independent Sector.  In that proposal participating APs would have no allocated numbers.



[bookmark: _Toc346652643][bookmark: _Toc346530793][bookmark: _Toc346532155][bookmark: _Toc346724560]Annex 2 - Free Growth in the Full time undergraduate sector

An alternative approach would be to allow the AP sector to continue to grow and expand the sector, with a trigger point of revisiting the economic effect of the sector once it reaches a certain % of the SLC sector (eg 10%).  
We are aware that this is not the intention of the consultation document.  However, we think it may deserve some consideration.  
Firstly, as already discussed, all students at APs can only draw down a maximum of £6000 for tuition fees as opposed to £9000 at public universities (note that the maintenance loans are the same at both types of institution).  While this is a major contributor to a non-level playing field, it does have the benefit of tightly limiting tax payer exposure in the AP sector.  The likelihood of non-repayment is much lower when there is less to repay, and provided that the courses are of high quality and there is a focus on retention there may be de facto on average almost no subsidy at all. 
Secondly, one of the key policy reasons for encouraging an AP sector is the market forces and competition it could introduce to the HE sector as a whole.  It should generate competition on fees for many of the public universities, as well as innovation and other efficiencies, and this could well outweigh any minor subsidy generated by student loans.  
Thirdly, any student undertaking a degree at an AP will do so at less cost to the tax payer than at a public university.  This is partly due to the borrowing cap and partly due to the range of other subsidies and tax benefits that public universities receive.
Fourthly, this would give all students in the system the choice of studying at an AP, instead of limiting this to a small sub-section of students that can afford private finance.  It would also mean that AP students would be able to benefit from the SLC loans in the same way as those at public universities (at least up to £6000) and crucially be able to access a post-graduation repayment scheme for at least some of their fees and all of their maintenance. 
This means that in financial terms it would be beneficial to allow the AP sector to grow freely, at least up to a non-negligible amount at which point it could be reviewed to analyse the financial effects.  




