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Presentation Notes
From April 2018, Universities are regulated by the Office for Students (OfS).  The Higher Education Funding Council, its predecessor, had a responsibility to fund the sector and ensure its financial viability.  The Office for Students 'regulates English Higher Education Providers on behalf of all students.  Crucially this is a different approach  - challenging rather than supportive to HE suppliers, and we are already seeing a different style of RegulationPolitically the sector has seen a change of Minister, is  undergoing major review of Post-18 Education which will report in 2019.  The questions of technical education - UTC, Technical colleges arise regularly, as does the questions of Value for Money (VfM) - does this mean VfM for the student or VfM in terms of Government funding? The pace of regulation is increasing - from PREVENT duties to Competition and Markets Authority compliance to increased accounting disclosures, these add up to a creeping administrative cost. And there are issues such as student mental health, regional competitiveness and social mobility where Universities are increasingly expected to take a leading but unpaid role.We know that we need to continue to invest in our estate to maintain a fresh and attractive environment that attracts student, but this is costly and the banking industry has had additional controls placed on it.In the market, as well as competition from existing Universities, new entrants, the sector is facing a demographic dip (see slide 3).   Apprenticeships are both a challenge and an opportunity for us; they are detracting from traditional FT and PT UG programmes but we are a market leader in the provision of DAs and Higher DAs.



Demographic Dip - UCAS 
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Presentation Notes
This is the Universities and Colleges Admissions Services (aka UCAS) forecast for the next few years. Note the scaling of the graph.The Blue line is their 'most likely' outcome, and it is based on a combination of demographics -  the number of 18 year olds and participation - the percentage going to University.This tells us that, having risen steadily since 2012, the number of new entrants is likely to drop for the next 3 years and then begin to rise again dramatically from 2020. There will be fewer students going to University (irrespective of the HE Review) and competition will become even fiercer.This is a problem because during times of flat fees, most universities have attempted to grow their income (against rising costs) by increasing student numbers; that won't be possible.
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Since the £9000 fee was introduced in 2012, it has been increased only once, in 2017, to £9250.  A further rise in 2018 was mooted then it was announced that the fee would be frozen, and it's widely expected that fees may not increase again until after the next election.in the meantime, costs continue to rise- staff costs at about 4% per annum once you take into account not just the headline cost of living rise but also annual increments and pensions increase and other costs in line with inflation, between 2-3 percent.In this graph you can see what would happen if the University did not take corrective action - we are not going to let this happen and have plans in place to address this.
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If you find all this interesting and you want to find out more, have a look at HEFCE's report on the finances on the sector.  It was published in March 2018, shortly before HEFCE closed and it is still available online -  http://www.hefce.ac.uk/funding/finhealth/In our report on the sector’s financial projections to 2019-20, published in October 2017 (HEFCE 2017/28), we highlighted a trend of reducing surpluses and cash levels, and a rise in borrowing.  All of which signals a general weakening of financial performance and a trajectory that is not sustainable in the long term.We also highlighted some significant uncertainties and risks facing the sector arising from the UK’s forthcoming withdrawal from the European Union (Brexit), increasing global competition, the changing policy agenda, as well as upward pressure on costs. This, along with increased competition in the domestic market, will pose challenges to the sector in the years ahead.The outcome of the latest USS valuation also exposes member institutions to significant financial and operational risks as pressure mounts on both employers and scheme members to agree a plan to ensure the scheme’s sustainability.The Government’s review of post-18 education and funding (announced in February 2018) could potentially have an impact on HEIs in the future.  HEIs will need to re-assess their financial strategies and future financial prospects once the outcomes of the review are known and any potential implications become clear.The various elements of uncertainty that currently exist within the sector are likely to lead to greater focus from investors on the financial strength of individual HEIs, with any fall in confidence levels likely to either restrict the availability of finance or result in a rise in the cost of borrowing for those able to secure such funding. This would inevitably put significant elements of the sector’s investment programme at risk and could harm the long-term financial sustainability of some HEIs.
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The University and the Higher Education sector in general is facing challenging financial pressures over the next few years, with tuition fees flat in cash terms, and wider pressures on UK and international recruitment.  We have a responsibility, both to our students and to taxpayers, to demonstrate that we are delivering value for money.  We need to be confident that we are spending money sensibly and appropriately, and in ways which enable us to continue to Transform Lives.   We spend around £100 million every year on goods and services, including work to maintain our estate or provide our IT, travel and subsistence costs, printing and stationery, and much more. To support the delivery of our strategy we have agreed that we should aim to achieve a £4 million saving on these areas of spend in 2018/19, and budgets have now been set on this basis.   If we are to succeed in this, we need to embed a change in culture around our spending habits; by scrutinising what we spend money on, and challenging ourselves on whether it's genuinely necessary. 



Call to action 

lead by example  
to embed a change in culture 

be an advocate  
for change 

scrutinise what we  
do and how we do it 

challenge 
ourselves and colleagues 

support initiatives 
for delivering strategy and 

financial sustainability 

ACTION 
 

Presenter
Presentation Notes
	



Actions 

Improving our offer  

New product 
development 

Increasing efficiency 
and effectiveness 

Preparing for market 
recovery 

Non-pay 

Student Experience and 
Recruitment 

Portfolio review, PG and 
HDAs; B2B and commercial 

AOP; PSOM; Hallam Deal; 
Technology Roadmap 

Campus masterplan 

£ 



 
Thank you for listening 

Questions? 

https://blogs.shu.ac.uk/universitystrategy/ 
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