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Preface
Wilf Stevenson, Director of the Smith Institute

The Smith Institute is an independent think tank, which has been set up to undertake
research and education in issues that flow from the changing relationship between social
values and economic imperatives. In recent years, the institute has centred its work on the
policy implications arising from the interactions of equality, enterprise and equity. 

The series of seminars transcribed in this monograph were held jointly with the Higher
Education Policy Institute between March and July 2003. The series was designed to 
provide participants with an opportunity to discuss the longer-term implications of the
government’s strategy for higher education, including its overall purpose, focus, funding
and the relationship that higher education should have with other areas of economic
endeavour in this country.

Inevitably, in transforming live events into print, some of the colour and texture of 
the original has been lost. We hope, however, that those who attended the seminar will 
recognise much of what is included, and that those who read it fresh will respond to 
the flow of good ideas that emerged during the series.
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Seminar 1

What are our universities for?  

A seminar held on 12 March 2003

Introductions
Wilf Stevenson, Director of the Smith Institute
Lord Dearing, Chair, Higher Education Policy Institute

Presentation
Rt. Hon. Charles Clarke MP, Secretary of State, 
Department for Education & Skills

Presentation
Professor Ivor Crewe, Vice-chancellor, University of Essex

Discussion
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Introductions
Wilf Stevenson, Director of the Smith Institute

Welcome to the first of a four-seminar series which we are doing on higher education, in
collaboration with the very new institution called the Higher Education Policy Institute. 
I have asked Lord Dearing, who is the chair of HEPI and has a certain track record in this
area, to say a few words by way of welcome.

Lord Dearing, Chair, Higher Education Policy Institute

I suppose there can be no more opportune time to be having a seminar in this boarded
room than when we are entering into a period of consultation on major proposals to
higher education. The Higher Education Policy Institute, of which Bahram Bekhradnia is
the director, is in partnership with Wilf and the Smith Institute, which is well known for
its work on social policy. Our concern is to provide a stronger nexus between research into
higher education and education policy. 

It has struck me in my years on the margins of higher education that the process of higher
education, as I understand it, is characterised by the application of reason to evidence. But
when it comes to the discussion of higher education it strikes me that it is more a matter
of passion based on conviction. Our purpose this morning is with the former.

I would like to thank Universities UK for providing the funding for this occasion.

Wilf Stevenson
We got into this because we have been looking at issues to do with equality of opportunity
and equity; we have also taken a wider tour around some of the issues to do with regional
development agencies and their interests; and more recently we have been looking at 
the interaction of fairness and enterprise. So we have come to this from a broader 
perspective. It is an appropriate time for us to look at this area in any case, but obviously
more so because of the recent white paper.

The Secretary of State will introduce some of the underlying themes and ideas behind 
the white paper. Ivor Crewe has kindly agreed to respond, and then we will go into a 
discussion.
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When I read the white paper I was struck by three things. First of all, it documents well
the outputs that have been achieved and the equality that has been retained in the midst
of an extraordinary amount of structural change and growth. That has been done largely
organically – there has not been any system shock, and that is to everyone’s credit. We
seem to be discussing some of the basic principles of what we are about more after the
event, but maybe that is the way we should do it.

The second thing that struck me is the very wide range of roles that are outlined for higher
education to play, both culturally and as a locus for allowing for individual growth, and
economically at a local, regional and national level. 

That leads to my third point on the diversity of missions, which is behind the title of 
this seminar: “What are our universities for?” The white paper sets out very clearly in 
paragraph 1.44:

We see a higher education sector which meets the needs of the economy in terms of
trained people, research and technology transfer, but at the same time it needs to enable
all suitably qualified individuals to develop their potential, both intellectually and 
personally and to provide the necessary storehouse of expertise in science and technology,
and the arts and humanities, which defines our civilisation and culture.

So, Charles, what are our universities for? 



Presentation
Rt. Hon. Charles Clarke MP, Secretary of State, 
Department for Education & Skills

Well, first of all, Wilf, can I thank you for the invitation and applaud the fact that you are
having this series of events, and I welcome the Higher Education Policy Institute and its
co-work with you on this. In Ron Dearing I am sure you could not have anybody more
iconoclastic to address these issues.

I was trying to think last night, what are universities for, and to answer the question which
you have posed in this series of events; and I want to make one prior point, but then to
offer just a back-of-the-envelope set of words which then lead to a further discussion
about what it is.

Context: a changing world
My prior point is this. You can argue that universities are essentially communities of 
scholars that should go on without the involvement of the state in any way; that they are
a group of people who come together to think thoughts in whatever way they do it. 
I think that is a perfectly legitimate definition of the university, but it does not of itself add
up to an explanation or justification for the state providing any resources for universities.
I mention this only because I saw a piece by a distinguished Oxford academic, which I read
yesterday, suggesting that it would be better if the state was completely outside the
whole operation; every integration of the state and universities has been negative in a
variety of ways and we need to get back to the medieval concept of what a university was. 

So the qualification I would add to this is not just what are universities for, but why should
the state in any sense – or why should the public in any sense – pay for universities? 
I think it is a related point, and if a number of people want to come together and discuss,
then that is fine.

The answer to the question asked is that universities exist to enable the British economy
and society to deal with the challenges posed by the increasingly rapid process of global
change. Why do I put change at the centre of this? Because we are changing; the world
is changing in a variety of ways, which are increasingly rapid and increasingly complex. 

I was up in the North East yesterday and we were discussing the problem of Corus deciding
to close its steelworks in a variety of ways, and what a knock-on effect this had on 
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the whole of the Teesside community. That is a rather obvious example of international 
competition leading to certain consequences in certain ways. But you could look at 
literally every society in the world, even including the most remote, and try to understand
how it is that the process of change is affecting those societies.

So change is at the core of this. It is not simply change, I acknowledge. It is also under-
standing why things are and how things are at the moment, without any necessary
change factor involved. But the truth is, as the world changes increasingly rapidly, the
only weapon – or the main weapon, I should not say the only weapon – that society has
to deal with understanding this process of change is the universities. Because it is the 
universities who have to think about it, deal with it and equip us to deal with that process
of change. 

It is more than a rhetorical point to say that the aim of our public life in these areas, it
seems to me, ought to be to enable human society to master this process of change,
rather than simply be the victims of it. Of course in order to do that you have to under-
stand the process of change, and then decide how to equip society to deal with it. 

But I would say that the justification for the state funding universities in any way is to
enable the British economy and society to deal with the challenges posed by the increasingly
rapid process of global change. 

Of course, there is change in the university world itself. The white paper identifies 
challenges, for example from China and India, by the university systems which are 
developing there, and there are a set of issues which mean that we cannot simply stand
still here. We have to address the future.

Now, taking Ron’s injunction earlier on, it is difficult sometimes to have these discussions
because people feel that any suggestion that we need to address this process of change
is somehow at least implicitly a criticism of what universities are doing, or have been
doing. So I need to put in the normal caveat, which is: I think British universities are 
outstanding world leaders and do a tremendous job in the various ways that they do now.
I do not say that lightly at all; it is not obvious that that needs to have been the case, but
it is a result of decisions and actions by a whole series of people over a period of time. 

We can genuinely say that we are among the leading nations of the world in terms of 
universities, and we need to celebrate that. But any corollary of that argument which says

T H E S M I T H I N S T I T U T E

9



"Okay, that’s fine then; let’s stop," simply does not follow, because the process of change
goes ahead even more rapidly.

Now, I therefore say that there are three missions that relate to this concept of change,
which are the familiar ones: research, teaching and knowledge transfer. So how do each
of those three missions relate to the overall mission for the university sector?

The importance of research
The purpose of research is to understand the causes and effects of change and of why 
we are as we are. World-class research can be in any area, whether it is research into 
a primitive society in some part of the world, or research into a fundamental aspect of 
the DNA system of the human being, or research into the way in which the solar system 
operates, or whatever it might happen to be. 

Any research is about understanding what is happening and how it came to be. Here in
the 50th anniversary year of the DNA discoveries, we can see how easily this change is 
so important but can only be understood as a result of understanding what is actually 
taking place. The impact of the understanding of DNA is so immense in relation to every
part of our lives and will affect so deeply everything that we do, and will affect our 
children in such a dramatic way, that we need to understand it. So any part of research is
terribly important. 

It is very, very important for us to invest in research so that we do understand what is
happening, and to invest in world-class research; rigorous research which is not based on
simply reflecting existing social prejudice or whatever, but is genuinely path-breaking and
innovative in the way it looks at things. So we need research in order to understand those
causes and effects of change and understand what is happening.

I argue that that does not simply come from the individual academic in their bath 
thinking what ought to happen, but we as a society having a pretty clear idea where we
ought to be going and what processes of change we need to understand better than we
do. But I would maintain that proper research in these areas is something which all comes
back to understanding, as I say, the causes and effects of change. So research is a central
mission of universities.

The teaching function
I argue that teaching is a central mission of universities as well, because teaching is the
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vehicle by which we can enable the population to understand and manage and control
this process of change. Whether it is teaching at the beginning of post-school life, the 
initial education that we have, or lifelong learning, or whatever, universities can and
should in my opinion be a very important vehicle for enabling individuals to understand
the world in which we are living and how change is taking place. 

It is a truism of course that to be trained as a doctor today there will be, throughout the
life of the undergraduate graduating this year as a doctor, a much more rapid process of
change in the purely medical field. The DNA example I gave is a good illustration of how
that will play into what is being a doctor in 20 or 30 years’ time, which will require a 
continued refreshment, a continued understanding of the changes which are taking place
to equip you to deal with those situations. 

So I would say that universities will not only have their historic function of educating and
training people at the beginning of their post-school lives into the professions. But we no
longer have a society based on a 21-65 working life, where things are much the same
throughout that period. The process of lifelong learning is continually addressed in a 
wide variety of different ways, and the question is to what extent or how well are the 
universities equipped to carry out that teaching function throughout life, not just initially
at the beginning of life?

So teaching is, in my contention, an important mission, which takes us back to enabling
society to understand and deal with the challenges posed by the increasingly rapid process
of global change. Teaching is exceptionally important from that point of view, and one of
the aspects of the white paper to which I am most committed is ensuring that we
strengthen that teaching capacity throughout life; for universities to be the vehicle by
which society can understand these things too.

Knowledge transfer
Now, the third function, knowledge transfer, takes you into the same issues as well. It
takes you firstly into the issues of how you capitalise on the research that has been done.
Whether in ways which are explicitly commercial – the intellectual property rights, the
patents issues and the future economy issues that arise – but also the extent to which we
are able to understand in this society what this new research means. Again I take the DNA
example, but there are hundreds of others I could take. What does this really mean for the
way that we run our health service, or the way in which we deal with education in the
future, or whatever it may be? 
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So, there are a whole set of knowledge transfer issues which follow from that too, which
is how our society is equipped to deal with change, and that is the other aspect of the
knowledge transfer area: how does society, and how do the other organisations, deal with
this process of change?

The area most often spoken about is in relation to private industry and the manufacturing
industry: to what extent is the relationship between universities and industry and 
business in a particular region of the world changed? It could be on the environmental
front, for example; is it the case that we are environmentally competitive with major 
competitors in Scandinavia, or whatever? Is it ways of operating in marketing in the world,
or whatever it might be – what is the nature of that relationship? 

The same applies, in my view, to public-sector organisations. How good is the health 
service? How good are schools themselves in understanding the process of change, and
can universities help in reinforcing that in a variety of different ways?

Conclusion
So the conclusion that I come to, Wilf, is that these three missions – which are defined in
the white paper and which make up the three substantive chapters of the white paper:
research, teaching and knowledge transfer – all come back to this central point: what are
universities for? As I say, it is a slight back-of-an-envelope job, but no doubt the greater
minds here will be able to amend it in various ways. How do we enable the British 
economy in society to deal with the challenges posed by the increasingly rapid process 
of global change? 

That is the reason, in my opinion, why we as a state should be providing resources to 
universities and encouraging that to happen in those ways. It is not just good enough in
itself; it is actually the complete requirement of our strength and survival as an economy
in society, in a world that is changing very rapidly.

I conclude by saying this leads to two major challenges for each university, in my opinion,
which follow from this area. The first challenge is: what is your mission as a particular 
university in relation to these three – research, teaching and knowledge transfer? I think
there is a tendency to argue that it is all the same; we all do all of them. Well, actually,
the most cursory examination of each university will tell you that we do not all do all of
them to an equal level. We all do all of them to some extent – in some cases well, and in
some cases not very well. 
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We need each university to look for itself at what is its distinctive contribution, within an
overall university system, between these three missions. Which universities are strong in
research, and in which areas of research? Which are strong in teaching, and, in which case,
in which areas of teaching? Which are strong in knowledge transfer, and, in which case,
which areas of knowledge transfer? 

If I may make one criticism of the university sector – and it is the only one I make, because,
as you know, Wilf, I never criticise universities, on principle, because I do not want to be
hounded down wherever I go. The criticism is of not thinking hard enough about this
issue, about what is the mission for each university, and really thinking how it could 
operate and how it could be. I think that is a very, very, very, very important consequence
of the white paper: that it is for each university to make its own frank assessment in 
this area.

The second consequence and challenge to universities is how to collaborate in dealing
with this, because the direct implication of saying that not every university does each 
of these three things to the same level is that we need better collaboration between 
universities, to work together to address these challenges in different ways. Well, how 
do those collaborations work? If you have, I think it’s 40, maybe 42 higher-education 
institutions in London all doing their own thing, is this the most rational way of proceeding?
Could you have a better way of proceeding? Do you collaborate? 

Somebody asked me in Newcastle yesterday: have you got a blueprint in your back pocket
of the territorial restructuring of universities to meet what you want? And I said, “No, 
I have not.” I do not think the Higher Education Funding Council for England has a 
blueprint in its back pocket either – though, knowing Howard, you can never rule it out
absolutely. However, the fact is that what exists now is not rational, from the point of view
of positive collaboration in a variety of different ways, unless you are of the view that the
status quo is fine and that is how it should be. 

So the challenge to the universities is to say, actually: how do we collaborate to address
these things in different ways? How do we identify different strengths and weaknesses
and work together in an environment which still has, of course, important elements of
competition within it? The universities in the North East, the group of five of them, work
together very much as a group trying to get nearer to that idea of collaborating to 
promote those approaches.
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So, that is my conclusion, Wilf, in opening this discussion today. My back-of-the-envelope
definition is to enable the British economy and society to deal with the challenges posed
by the increasingly rapid process of global change. The missions which I think universities
have to address – that overall mission, if I can put it like that – are research and teaching
and knowledge transfer. The challenges that arise for each university are: what is our 
balance of those three things that we have to offer and contribute; and, second, how do
we collaborate with others, both nationally, internationally and regionally, to address
those three questions?

I hope that gives at least some food for discussion and thought.
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Presentation
Professor Ivor Crewe, Vice-chancellor, University of Essex

It is a great pleasure to be here with the Secretary of State. My back-of-the-envelope
answer to the question of what universities are for is slightly different from Charles’s,
although I get to a fairly similar conclusion, and it reflects the fact that I am an academic
and he is a minister.

First principles and byproducts
What are universities for? I go back to first principles: quite simply the unfettered pursuit
of truth and excellence through scholarship, research and teaching, because that is what
universities are uniquely designed to do. These have always been the essential purposes of
universities. What has changed, particularly in the last 20 years, is scale and constituency. 

Teaching is now no longer reserved for a small minority of 18- to 21-year-olds; it is 
available to over 40%, over half of whom are mature or part-time students or distance
learners. Research and scholarship used to be curiosity driven, primarily for the benefit of
fellow scholars, and now it is undertaken much more for business, government and the
wider community. 

As a result there have been beneficial byproducts, and these have been mentioned by
Charles. The byproducts are benefits for the economy, a better-trained and higher-skilled
workforce, the transfer of knowledge to business and the wider community, and direct
effects, which should not be underestimated, on local and regional economies. 

The four universities in Greater Manchester put half a billion pounds into the Manchester
economy each year, and of course significant foreign earnings. The university sector earns
£2 billion in foreign currency each year through recruiting students from overseas, from
programmes abroad, and so on.

Then there are benefits for society: social inclusion and upward mobility for much larger
numbers than before. There is plenty of research to show that a university degree is the
single most reliable passport to increased earnings and security for the children of lower-
and middle-income households. Universities build social capital and contribute to a
stronger civic culture. University graduates are more likely to be politically and communally
active, and more likely to do voluntary and charitable work. They are more likely to have
democratic values and to be tolerant of different social, ethnic and ideological groups,
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which is particularly important for a more pluralistic society. Universities themselves are
part of civil society, buffer institutions between state and citizen, and independent forums
for contestation, dissent and experimentation.

All of these things, apart from the last, are mentioned in the white paper. I have to say 
I was a little disappointed at the overly technocratic and instrumental cast of the white
paper, which only devotes half a sentence to the important cultural and civic role of 
universities. 

University vice-chancellors have promoted these various benefits assiduously to their 
paymaster, the government; and the government has responded, particularly in recent
years, by turning these beneficial byproducts into what they now regard as the core 
functions of a university, supported by separate funding streams. So nowadays the 
government assigns universities responsibility for global competitiveness, for reinvigorating
regional economies, for transferring technology, for social inclusiveness, to name just
some.

Specialisation
What the latest white paper does, and I am sure it will be supported by the imminent
strategy review of the funding council, is to go one significant step further. It places upon
all universities a duty of excellent teaching and widening participation, but then in 
addition each is exhorted to specialise in one particular objective. Charles called just a few
moments ago for universities to examine their missions with more rigour, to specialise
more, to play to their strengths, and this is what the white paper exhorts universities to
do. And it deploys a range of regulatory sticks and financial incentives to get them to 
do so. Its strategy is to move universities towards becoming either world-class research 
universities, or leaders of regional economic revival, or universities with an access mission,
and there are a number of devices in the white paper that are designed to do that. That
is what I want to examine.

Will these devices work? If we accept the vision of greater diversity of mission, of the 
universities playing to their strengths, will the mechanisms in the white paper achieve
these objectives? I think there are four such devices in the white paper, and I want to talk
very briefly about each of them.

The first device is the creation of teaching-only universities by loosening the eligibility to
the title of university, by effectively ceasing to fund research in some universities, and by
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dividing teaching from research as an activity. The second is a concentration of research
funding in a small number of universities. The third is a concentration of teaching funding
in other universities through the widening participation premium, which is really the 
outcome of the funding settlement for teaching. And finally there is the reserving of the
capacity to transfer technology to a restricted set of universities.

Dividing teaching from research
The white paper states that teaching and research are separate functions, only indirectly
linked, and it cites the findings of a rather old study of American institutions in support.
There are strong hints in the white paper that the UK should move steadily to separate
teaching-only and research-only academic departments and institutions.

This is based on a misconception of the academic enterprise, and it would be very expensive
and hugely disruptive to implement. Furthermore, it would undermine, rather than support,
government objectives for higher education.

First of all, the misconception: teaching and research are organically linked; they are not
independent spheres. I know that this is regarded by some – including Charles, I suspect
– as a tired, romantic shibboleth of the senior common room, but sometimes the senior
common room knows what it is talking about. It is the thrill of research that ensures that
teachers impart the work of others to students, and it stimulates inspirational teaching. 
It is the requirement of teaching that forces researchers to communicate their work to 
lay audiences. I think it was Rutherford, the Cambridge scientist, who said that a good 
scientist should be able to explain his results to a charlady in the lab. If teaching and
research are separated, which is the direction in which the white paper is moving, the
result will be lifeless, derivative teaching, and research communicated in an inaccessible
language for the exclusive benefit of fellow researchers.

I know Charles disagrees with that. He cites personal experience of leading scholars 
who were poor teachers, and inspiring teachers who did little research, and we all can 
find examples of that. However, at the individual level, academic teaching and research 
excellence generally do go together – because both are the product of deep engagement
with a subject; and at the departmental level they virtually always go together. 

Good teachers need to be active researchers, perhaps not all the time, but they do need
to inhabit a research culture and a research infrastructure. I cannot think of any teaching-
only institution or department that is actually distinguished for its teaching. Good
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researchers do not need to teach all the time, and there may well be grounds for short
periods of intensive cutting-edge research when they do not teach at all. The experience
of both Continental Europe and the United States is that it is harder to sustain excellent
innovatory research over the long term in stand-alone research institutes than it is in
mixed-economy universities. 

And there are practical considerations: teaching-only departments and institutions would
fail to recruit or retain first-class academics, including first-class teachers. It is only the
opportunity to do research and to earn esteem from fellow researchers that compensates
for relatively poor salaries and motivates talent to enter the academic profession in the
first place. It is not, to be blunt, the doubtful opportunity to teach large classes of under-
graduates in compliance with increasingly bureaucratic and intrusive requirements.

So teaching-only institutions would simply exacerbate the already powerful forces that
are working towards a two-tier system of research-orientated universities attracting the
ablest academics and students, and teaching universities attracting the less able staff and
students. There would inevitably be a social class dimension to that, and I doubt if that is
what the government wants.

Concentration of research funding
After publication of the white paper, additional money was allocated to grade five 
departments and double five-star departments, at the expense of grade three and four
departments. Research funding in this country is now more concentrated than in any
other country, including the United States. Five institutions, all in the golden triangle –
Oxford, Cambridge, Imperial, University College London and Kings – now account for a
third of all research funding, and there are plans for even tighter concentration next year. 

I believe research concentration has gone too far; I do not want it to go any further. Many
grade four departments, which incidentally include half the country’s medical schools and
over half of the country’s engineering departments, have already suffered savage cuts.
They will have to scale down or close down, or be subsidised by other departments, namely
grade five and five-star departments. So I do not think concentration of research should
go any further.

Of course, world-class research is very expensive. It needs to be supported. We know 
from the transparency review that it has been underresourced for many years. But the 
concentration that we have now, at the expense of much of the rest of the sector, does
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pose a long-term threat to the UK science base. It denies about half of all university
researchers access to adequate research funding, and the danger is of a few tall oaks 
sucking all the nutrients from the copse.

Here is a question. What do the following scientific breakthroughs all have in common:
total hip replacement, the portable defibrillator, the contraceptive pill, the relationship
between a baby’s sleeping position and cot deaths, liquid crystal displays, the method of
strained quantum lasers, the motorway signage system, and the first rate-adaptive heart
pacemaker? Answer: they all emerged from grade three or four departments, or their
equivalent, in institutions outside the golden triangle. 

And that reminds us that pioneering research is undertaken not by whole departments, let
alone institutions, but by small research groups given time to evolve within supportive
research cultures. Starve grade fours of funds and such groups will not flourish. Excellent
young researchers in such departments will leave, many for the States, a few for leading
UK universities, probably most into different careers – a permanent loss to the sector.

Widening participation and teaching funding
The widening participation premium is the premium paid to universities for admitting 
students from poor socioeconomic backgrounds, and it has quadrupled. In one sense 
this is a very welcome recognition of the significant additional support costs incurred 
in retaining students for whom university studies are a financial or academic struggle. 
It helps the objective of social inclusion, but it is not extra money – it is taken from the
overall pot of money for teaching. That pot, despite the white paper’s statements about
the importance of teaching, has not increased in terms of real funding per student, which
is by far the most disappointing outcome of the spending settlement. 

In effect it constitutes a redistribution of teaching resources from middle-class to working-
class universities, which also happen to be research-intensive and research-nonintensive
universities. Will that persuade universities with working-class students to give up
research aspirations and concentrate on the specialised access mission? A few of them,
perhaps, but more will continue to invest in research in order to hold on to their better
staff and to continue to attract fee-paying postgraduate students.

Will it persuade the middle-class universities to concentrate on their research mission and
give up on widening participation? No, because the forthcoming access regulator will not
let them. Instead they will be forced to transfer some of their additional research money
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into teaching, to maintain their unit of teaching resource. There will be internal transfers
of funds but little net impact.

Conclusion
The vision of a university sector in which each institution plays to its particular strengths
and develops a specialist mission is commendable, but it will not be achieved by trying to
separate the interdependent activities of research, teaching, knowledge transfer and
training. Nor will it be achieved by funding one activity at the expense of the other, when
the system as a whole remains relatively underfunded and all institutions are living on 
the margin. That, I fear, is what the white paper is trying to do. What is needed is the 
preservation and adequate funding of interdependent activities in all universities as a
foundation for developing specialist missions; or, to use the language of the funding
council, what is needed is a model of core-plus, not a model of half-core or of core-minus.
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Discussion

Tony McWalter MP, Science & Technology Select Committee 
There was a rather obscure university in the Soviet Union which developed a course in
ancient Chinese philosophy, and it began to attract very large numbers of students. It lasted
for 15 years before the KGB found out that Han Feng in third-century BC China bore a
startling resemblance to Stalin. The course was then closed because people realised that
the students, through studying ancient history, were being empowered to interact with
their own society, to understand their own society, and to propose models for changing
their own society. 

So, the kind of things that universities can do which look as if they are completely
detached from the world can be very significant for the world, and that is one aspect of
it. If they had put forward a mission statement they would have been closed down
straight away. The story also demonstrates that you cannot have a rigid distinction
between scholarship and research, because what they were doing looked like scholarship,
but in fact they were doing exactly the things that Charles thinks universities should 
be doing.

Dr Ian Gibson MP, Chair, Science & Technology Select Committee
I want to ask a simple, straightforward question. What about the management techniques
in universities and the skills that have developed in management? My experience in 
universities was that if you became a professor, then you became a manager overnight.
Without any training, you were expected to make things happen. That does not happen
in other walks of life. And most people do not have much confidence in the management
of universities, certainly at the grass-roots level in the laboratories.

Specialist missions
Dr Peter Knight, Vice-chancellor, University of Central England
I have got a problem with this concept of a monolithic mission for a university.
Universities are hive communities made up of accidental aggregations of subjects. I can
support and encourage and advocate a concept of a mission for a university that says that
some of the subjects, some of the faculties, some of the departments may be research-led.
Others, because of the nature of the local economy, may be strong in knowledge transfer,
because they relate to local industry and work well with them. And some of them, not
least because of the contracts we hold with the Department of Health, are effectively
teaching-only faculties. A university mission involving all three elements, as appropriate
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to the disciplines being taught, makes for a university which succeeds overall.

What I do not want to do is to end up with a concept of a mission of a university that
says: “Thou shalt not do research, thou shalt not be expected to do knowledge transfer, or
thou shalt not be expected to excel in some areas in teaching," because I see universities
as driven by the subjects that we offer. The reason we offer those subjects is often very
strongly located in local economies, local demand and local provision. So the concept of
an overriding mission that says, “This university is a research university; this university is
a teaching university; this university is a knowledge transfer university,” does not fit with
my own experience or the model of the universities that I see today.

One other comment: I am happy to collaborate, but I think we are much better when 
we compete.

Response: Rt. Hon. Charles Clarke MP
I would like to come back on a number of points. Firstly, I want to deal with the “beneficial
byproducts” phrase that Ivor used, and the “accidental aggregations” phrase which Peter
just used. It reminds me of the Teflon argument for the space programme: that you have
got to have the space programme in order to get Teflon. We should not just focus on these
things as beneficial byproducts. If we do, certainly from the point of view of the state, we
would be missing what is going on. If we simply say “accidental aggregations”, then the
question that arises is: what is the difference between 60% of the population going to
university and 43%, as it is now?

We do not need to talk all about beneficial byproducts, or accidental aggregations, but
rather to recognise that these beneficial byproducts are things that society wants for
some reason or another. It is not simply that we have byproducts from the pursuit of truth,
but that we are trying to deal with the change agenda.

Secondly, it is not true that we are about saying that each university should have one 
mission, one objective: ie a research university, a teaching university, a knowledge transfer
university. It is really important to assert that, because two vice-chancellors have now said
that is our view. That is not my view; and it is not, as far as I know, the view of any of my
colleagues in the government. I would be against it happening.

It is true that, in the process of getting to the white paper, I have questioned why certain
universities are doing certain things, and I have tried to sharpen that discussion for 
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dialectical reasons. But I do not think anybody would argue seriously that world-class
research in genetic engineering should be done by 150 universities in Britain. You have to
decide where you put the resource in. 

I do not argue for a state of affairs where any university is doing none of these things, but
I do argue that we ought to be in a state of affairs where every university is having a very
hard-headed consideration of which of these things it does well, or badly. I think there is
sloppy thinking, if I can be blunt about it, which suggests we just all do all of them to an
equal level – which, in my opinion, stacks up to no serious consideration of the issues
whatsoever. 

But I want to completely knock on the head – because it is not true – the idea that the
government says we are going to have some research universities over there, some teaching
universities over there, some knowledge transfer universities over there; and that 
knowledge transfer universities will not do any teaching or research, or that the teaching
universities will not do any research. I believe they all have relations to all universities, but
in very varying degrees.

My third point, on the research-teaching link, is that I think it is quite true that I have got
anecdotal views, which may be out of time and wrong. I observe, however, that purely
judging by teaching results – and that might not be a good way of doing it – many of the
colleges of higher education which do not have the research function at the moment have
at least as good results in terms of teaching as many universities which do have a research
function, and that can be substantiated. That may be because of other considerations,
such as higher residential class intake or whatever, but let us have a serious discussion
about that. 

I do not dispute that if you are talking about path-breaking world research in teaching,
they have to be united. I have just finished reading Simon Singh’s book, Fermat’s Last
Theorem, about the mathematics community, and it was fascinating to see how it is now
being done. There is no doubt that at that kind of world level Ivor’s research-teaching
point is true. But is that the case for the teaching of the 43% of the population that 
are currently going through university? It is far more arguable how that relates to 
fundamental research. There is a kind of woolly thinking around this which is simply 
not right. 

It was very revealing when Ivor talked about middle-class and working-class universities,
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saying they tend to be correlated with research-intensive and research non-intensive 
universities. If it is the case that middle class equals research-intensive and working class
equals research non-intensive, then even if I was not a Labour politician I would ask
myself a few questions if that was the right way to go about things. 

The idea of middle-class universities and working-class universities is, to put it mildly, 
a Victorian way of looking at how we should be addressing these institutions in the 
modern world. I do not suggest that we are in a classless society (we certainly are not) or
that we can get to a classless society in an immediate period of time. But I do think that
if we are saying it is okay to have middle-class universities and working-class universities,
then we need to look pretty carefully about whether that is what we ought to be doing.

In response to Tony’s point about detachment: I agree. And I agree with some of the 
stuff he has been writing on this as well, but I do think there is a sharp question, which 
I know he is very articulate about, which is: where are the places where this detached
thinking takes place? Do we want a chunk of All Souls colleges dotted around the 
country studying Han Feng?

Management issues
On Ian’s point about management techniques: all I will say here is that I have been
shocked in the process of doing this job, both before and after the white paper, at the 
total contradiction of opinion on this. Every time I go to any universities’ gathering, they
essentially say, “We are among the best management institutions in the world; it is
absolutely fantastic; we are very good; there is not a lot to worry about, although we
could improve.” Every time you go to any industrial gathering, they say, “They are both
useless and it is hopeless, and they do not understand what is going on and they have 
no idea where they are.” There is a total dialogue of the deaf here. The issue needs to be
properly addressed with a degree of openness on all sides.

The Confederation of British Industry has just conducted a survey of its main 200 
companies on what they think of the way universities operate and what they are, and 
they will publish the results fairly soon. It will be interesting, but I can tell you from the 
conversations I have had that it will not say the universities are the best managed section
of society in Britain, as far as those industries are concerned. They may be wrong and it
may be different, and maybe the senior common room has more to offer to Britain than
the board of Corus or whoever, but there is a dialogue that needs to be had on this.
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Response: Professor Ivor Crewe
I will not respond to all those points, but I will say something about management and 
universities. I think we should base our judgment of how well universities are managed 
by results and output, rather than by the perceptions of other sectors. The fact of the 
matter is that British universities have, as Charles has said, been pretty successful in the
last 20 years. By a very large number of measures, British universities are second only to
the United States in research output, second only to Japan in retention rates, second only
to Finland in proportion of working class going to university; and I could cite quite a 
number of others. They have also managed a very rapid expansion of the system on
declining per-capita resource, at least until very recently.

If you judge a sector by results, by output, by productivity and by international comparisons,
although I would not want to claim that everything is perfect in the garden, it is not a
bad record; and it is a record that can be placed against those who criticise universities in
the business community.

Of course there are weaknesses in the management of the university sector, as there
would be in any sector, but if we are to address those weaknesses what is needed is 
precise evidence of what those weaknesses are, rather than the inevitably somewhat
impressionistic views that you have of universities in the boardroom.

Professor Lord Richard Layard, Centre for Economic Performance, 
London School of Economics
As Ron Dearing said, we should look at evidence, and the evidence is pretty clear in favour
of concentration of research. In this country we have big studies which look at the out-
put of research measured by citations per pound of expenditure, and it is two or three
times higher in five-star departments than it is in grade three departments. 

If you look at my subject, 60% of all the publications are by PhD graduates of three 
universities; and in America, which is a bigger country, it is 40%. There is a tremendous
payoff to having centres of excellence. The real source of strength of the top American
universities is from their endowment and gift income, which means that they have – 
forgetting all the research funding – four times the expenditure per student of our top
universities. So it is not surprising that we are having difficulty competing on the side of
our top universities. One of the issues we should reflect on is whether it is good to have
the top 10 universities in the world all in America. I do not think it is very good for 
our economy.
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Lord Oxburgh, Science & Technology Select Committee
Having agreed with the Secretary of State over most of what he said, may I take it that
he is going to fund an opinion poll in universities on how they think companies in industry
are run, because it might be of comparable relevance? 

But to be more serious, Ivor Crewe does have a very important point in which he argues
that in the white paper the general educational relevance of universities is underplayed.
One of the slightly flippant definitions of higher education, which contains a grain of
truth, is that education is what remains with you after you have forgotten what you’ve
been taught. It affects people’s attitudes and makes a society better to live in.

But to come down to the Secretary of State’s proposals and position, it seems to me that
one implication of what he has said is that one should move towards a system which we,
not entirely successfully, introduced in Hong Kong. Each institution has to make an 
agreement with the government, or the government’s agent, about what its mission
should be. This does not just mean a broad mission statement, or a wish list, but rather an
agreement with the Secretary of State of the purposes for which it will be funded. I think
that is a way of squaring the circle which Peter Knight has pointed out.

Lord David Sainsbury, Parliamentary Under-secretary of State for Science, 
Department of Trade & Industry
I want to correct one point in the white paper that Ivor Crewe made, which is that knowledge
transfer has in some way been restricted to world-class universities. Quite the contrary, it
is very clearly stated that the extra money for knowledge transfer will be going to research
non-intensive universities, and that is a quite clear policy decision.

As Charles was saying, it is wrong to say that the model behind the white paper is of 
universities specialising in different missions to the exclusion of the others. Clearly it
would be absurd to have a situation where you are saying universities can do knowledge
transfer which are not linked into either world-class research or technology development.
But equally it is absurd to say that we can have one kind of mission, one kind of model,
for all universities. However, there is a concentration taking place, regardless of any policy
done by the government. If you just look at the amount of concentration that has taken
place with research money over the last 20 years in the top universities, it is not a question
of government policy; it is driven by the peer review system of the research councils. That
is taking place for very good reasons to do with the expense of doing research and the
importance of multidisciplinary research.
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It is much more realistic to look at this in terms of two models of universities: those who
are concentrating on world-class research, world-class teaching, and knowledge transfer
which springs from this; and those which have a different mission, of equal value, to 
do with much more vocationally oriented education, which is dealing with knowledge 
transfer but much more to do with technology transfer, rather than patents and spin-off
companies from world-class research. The latter’s research is not so much leading-edge
research as technology development and technology acquisition. 

That is a much more realistic view, but of course what is absolutely clear is there should
be a very blurred line between these missions, because we are not talking about universities,
but rather university departments. There are many world-class research departments in
universities which on the whole are not doing very distinguished research. One could give
many examples of that, and I think that is a great strength and something that should 
be encouraged, but we should always keep in mind that it is departments, and not just
universities, that we are talking about.

International and systemic thinking
Baroness Blackstone, Minister for the Arts, Department of Culture, Media & Sport
I want to pick up on a point Charles made at the beginning, which is that we do have a
very strong higher education system in this country. I believe that profoundly, and one of
the most depressing parts of the debate on higher education is the rubbish that is talked
and written in many of our broadsheet newspapers about how British universities have
gone down the tube because they have been underfunded and so on. They have not, for
some of the reasons that Ivor just gave when he was discussing output measures, which
are very important. 

I do not think Charles should listen for one moment to what industrialists say about 
universities. They do not usually have enough information to make those judgments. Of
course, nothing is perfect, but I think universities are much better managed than most
government departments.

But my real point is that we should be thinking a bit more about the position of the whole
higher education system internationally, and not getting bogged down in endless 
disputes about what the individual mission of individual universities should be. We should
be thinking about where Britain is going to be in 50 years’ time in a globally competitive
world – I come back to Charles’s initial point about global change – where we will want
to be providing a service to huge numbers of young people from countries like India and
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China with respect to postgraduate education. Those countries will want to send more and
more students here if we get it right. If we get it wrong, they will not. 

I profoundly disagree with Richard Layard, my old friend, in talking endlessly about the
top 10 British universities. We should not be doing that. We should be talking about the
system as a whole and how that system can provide for the 50% of young people in this
country who are going to be taught, not just in the top 10 universities but in many other
universities, and they have got to be taught well at every level. We should also be talking
about how the system is going to provide for those Indian and Chinese students, and
many others from all over the world, who will want to come here if we get it right,
because the top 10 universities will not be able to provide adequately for them. They will
not have the spaces, and some of what they do will be inappropriate for those students.
So, we have to think about investment across the system, rather than in this rather 
narrow way of whether we can compete with the best in the United States. 

From that I pick up on what David Sainsbury said: what it means is that we should look
at research funding in a departmental sense, not in a top 10 institution sense. We should
do that partly for many of the reasons that Ivor has given, that this will then provide for
a wide range of institutions with some of the things that make being an academic really
exciting and worthwhile, and will allow them to retain good staff who are going to teach
all of these students, including many disadvantaged students, who will find it more 
difficult to get to the top universities for all the reasons we know about.

But we should also be doing this because, coming back to the management point, it is
exceedingly difficult to manage huge research-based institutions. If all the money gets
channelled into a tiny number of places, as we have seen, then there will be lot of 
problems in the top universities from a management point of view, and the system in the
long term will decline. That is what we should be fighting to avoid.

Response: Professor Ivor Crewe
I was very glad to hear what Tessa Blackstone said, because I agree with all of it. However,
it is absolutely essential to protect the world-class research that is done, inevitably, in a
relatively small number of universities. The key issue is (and I am sorry to come back to
resources): should the extra resource provided for those universities come out of other
research enterprise in other universities, or should it be found as additional money?
Obviously, I think it should have been the latter. The danger is that you will weaken the
science base as a whole if you starve other universities and other departments that are
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still doing good research.

I would like to make a related point. It is, I believe, the right vision to ask universities to
specialise more in their mission. I think universities already have much more diverse 
missions and specialise more than Charles was implying. The problem that most universities
have at the moment is that, because they are living at the margin, most of them only
break even. If you want universities to retain their core functions and then specialise in
some others, there has to be a bit more financial capacity for them to do so. 

If the devices that are used to get universities to specialise more are really a redistribution
of money from one bit of the system to another, so that in fact the overall amount for,
say, teaching does not increase very much, then it will be very difficult for universities to
diversify their mission in the way that Charles wants. Diversification of mission does have
to be at least in some degree funded.

Response: Rt Hon Charles Clarke MP
I could not agree more with Tessa about the systemic issue. It has to be done in a systemic
way. I also agree very much with what Tessa said about looking to the international future
and where it is. Universities, by and large, have been the most successful part of the British
education system in terms of being international institutions, but that does not mean we
cannot be thinking a lot more about where we should be going.

However, it is very difficult to think about the issue in a systemic way, partly because of
Peter’s point about collaboration and competition, but partly because – and I say this in 
a way which is not meant to be challenging – getting universities to think about the 
system as a whole, except in asking for a cheque, is quite difficult. One of the things I hope
will come out of the white paper is more of a discussion of that point.

David Sainsbury’s point on university departments is a very important point, and there is
a tendency to talk about institutions rather than departments. The point I made about 
collaboration and concentration extends to university departments as well, and that could
well be cross-institutional and maybe needs to be cross-institutional.

The role of the state
I would be quite interested in the idea that the Secretary of State makes an agreement
with every university, à la Hong Kong, as to what their mission should be. I am not entirely
sure that most universities in Britain would regard that as the right way to proceed. 
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The cynic would say that what universities think is: “We don’t want any state interference,
we just want the cash.” That is why I made quite seriously my remarks at the beginning
about the communities of scholars. There is a serious issue for the state with the cash,
which is different from a serious issue for the universities. If the state is giving out cash,
it is proper and right for the state to decide what it wants to support.

But how do you go about this process of change? I could write down my own little blue-
print of what the collaborations could and should be between these different missions
and different areas between different departments, but it would be massively resisted on
principle by the whole of the university system, precisely because I had written it. Even if
a friend of the universities, like Howard Newby, was to write it down, it would be rejected in
precisely the same way.

But then I have a problem, because if I say we are not going to write down the plan – and
I do believe it would be wrong for the state to write down a plan in this way – then I have
the right to say to universities: What are you doing to think about these questions in a
systemic way, and not simply being a trade union for the various things that exist at the
moment? I am not convinced that there is a real appetite in the university sector to
address these types of issues, and it comes back to the resources issue. Extra cash comes
from somewhere, and the universities should be thinking about where to find the extra
resources.

Somebody in the university sector has got to face up to the real question of how to 
identify the mission. That is a key management issue, by the way, when we are talking
about management for any organisation. Management has to identify what it is trying to
achieve and then how to collaborate. Such questions are, to an extent, questions for me.
They are, to an extent, questions for the funding channels that we go down. But most of
all they are questions for the universities themselves. My point is that the universities have
got to think about this; and if they do not, then there will be a plan in the government’s
back pocket. But that is not a good way to operate. The best way to operate is for a 
university to say: “Our plan for what we do in our patch is this …” and come up with their
proposals.

Rt. Hon. Alan Howarth MP CBE, Former Minister for Higher Education
More than 10 years ago I used to say to the Treasury – picking up Ivor’s theme – that there
is not a group of workers in this country who have done more to increase productivity
than university lecturers, and that it was both unjust and imprudent that they should be
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paid as badly as they were. A fortiori that applies now, and all honour to Charles and
Margaret for securing the settlement that they have, which is the best for a very long
time. Whatever answer to the question “What are universities for?” I do not think any 
of us would dispute that they need to be staffed by very clever, talented and motivated 
people; and that if they are not, then we are seriously at risk of failing to renew the 
system, at least with people of the quality required. 

So I would like to put the question to Charles that he himself is putting to universities. 
He says that the state is entitled to decide what it wants; by what criteria does the 
government determine how much it ought to invest in universities? How does it know
what is enough?

Professor Sir Martin Harris, Vice-chancellor, University of Manchester
I wonder if I could pick up Charles’s challenge. It is a very legitimate challenge and one
that I would just like to say a word about from the perspective of a major English region,
as opposed to a metropolitan view.

In this next stage, we have got to move forward to informal – or, in some cases, formal –
agreements between groups of universities, either in big cities or beyond them into their
regions, to ensure that between them they do deliver the range of activities that, between
us all, we agree have to be delivered. I am not sure how formal they should be, but we do
need to create a climate – and I think Howard would strongly agree with this – in which
debates begin about how universities can ensure that between them and collectively they
meet all the needs of the region in which they find themselves. 

I would be particularly anxious if we tried to say that transfer of knowledge out into local
companies and the local community should be restricted to one or two universities in the
region. I do not think that is anybody’s intention, but it is a possible risk which we have
to be very careful about. By working together, universities can actually ensure that young
academics coming into the profession, who do not have expensive libraries, laboratories
or facilities in the institutions where they do much of their teaching, are given access to
them in a neighbouring or adjacent institution. All of that is possible for many. Of course,
it does not apply to every university, because some universities are geographically quite
isolated, but 80% of our university education is in the great conurbations. There is a great
deal that can be done there right across the region. 

I know what our region wants of our universities. It does not want local competition; 
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it wants a broad agreement, not necessarily in great detail, that between us we can 
provide the up-skilling, the research opportunities, the technology transfer, the service to
the community, etc.

Now, what I have not yet felt is a climate of opinion that says, “Okay, out-and-out 
competition is no longer what it is really about; it is about working together.” There are
external forces that still make that quite difficult. One of them – and none of us can 
do anything about this – is league tables. League tables push people in the opposite 
direction: they push people to compete directly with one another. What we have got 
to do is find a way in which universities can be rewarded, in part for being excellent at 
whatever they are excellent at, and in part for working together in groups to meet the
needs of the area in which they find themselves. I do not think that is unfeasible, and 
I hope that the white paper and other factors will trigger a real debate about that, 
as opposed to lip service.

Professor Robin Middlehurst, University of Surrey
I have just taken a group of senior managers from universities on a top management 
programme to Brussels. It was extremely interesting to hear different perspectives from
Belgian universities on our white paper. Not a word has yet been spoken in this seminar
about the perspective of the British government and Europe. I would be very interested to
hear what the panel’s views are about the place of UK universities in a European research
space and a European higher education area. Certainly, our Continental European 
colleagues are quite distressed that the UK is not joining in the Bologna process in the 
way that their governments and institutions are.

Professor Ron Barnett, Institute of Education, University of London
Can I make three quick points? First of all, is there a necessary condition of what it is to
be a university in the modern age? In the talk of diversity, I would like to home in on that
question. For me, I would give you a simple answer around the notion of critical thinking
and what I would call critical being, and this goes directly to the heart of what Charles
Clarke was talking about in terms of complexity, even chaos, and change. 

If we are serious about trying to develop human beings for that kind of age, then that is
a condition we need to focus on. But that has real policy and resource implications. If we
are serious about developing universities which are fostering that kind of human being,
then we need to have universities which have space for that kind of intellectual thinking
and development. We need to develop models of what university resourcing is, in order
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for that kind of university space to occur.

My second point is around differentiation and is simply a caution: differentiation of role
can lead, if we are not careful, to a differentiation of esteem. That is a big issue in front
of us as we work through the policy implications of the white paper.

My last point is to resurrect the concept of the social compact which Ron Dearing offered
us in 1997. It picks up Tessa Blackstone’s point about the sector as a whole. Can we develop
a forum in which the sector as a whole can engage with the wider society on a continuum
basis? These seminars are brilliant, but we need to have a space, an opportunity to come
together on a continuum basis to go on working at these issues.

Professor Sir Howard Newby, Chief Executive, Higher Education Funding Council 
for England
I am curious about the things that have not been mentioned so far. A lot of the white
paper is taken up with a notion of educational progression, a vision that we can broaden
the basis of recruitment into and through higher education, and do so through these 
collaborative arrangements between institutions. The white paper is very strong on saying
there is an alternative route that we have to develop to put alongside the three-A-level
18-year-old entrant. 

This would involve more flexibility of delivery, more workplace learning, and a kind of
seamlessness from further education to higher education and on through higher education.
It means organising regionally and locally the provision of higher education in such a way
that the students can move seamlessly through. For instance, they can start off in an
access course in their local further-education college and end up doing a PhD in a major
research-led institution in a relatively seamless way. That will drive the collaboration
between institutions as much as anything. 

I am surprised that this notion of educational progression, which is the key to mass higher
education, has scarcely been mentioned so far. It is as though universities do not do 
anything other than research in rather differential ways and do a bit of knowledge 
transfer. What lies at the heart of the white paper is actually a new concept of taking
higher education to all those who can benefit from it.

Professor Bob Fryer CBE, Chief Executive, NHS University
Can I just pick up on that point and go back to what Tessa was saying? In this theme of
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change, what I was sad not to see in the white paper was more about the challenges and
issues of work-based learning. Over 80% of people already working in industry have not
had the benefit of higher education. Nearly 40% of British workers have never had a 
single day’s learning offered in the whole of their working lives. The rhythms of work, 
particularly with the changes that have happened in industry and in occupations over the
last 20 years, do not fit well now with either the funding and policy mechanisms which
we have as a government, or with some of the ways in which universities work or have 
to work. 

This is a huge lacuna in the white paper, and it is not simply about a narrow definition of
skills. All of the three functions are important for industry. It is an enormous challenge to
develop a clearer conception of how universities can engage with change in employment
and the whole notion of work-based learning. It is a challenge both for the government
and for universities themselves.

Professor David VandeLinde, Vice-chancellor, University of Warwick
There is one fundamental concept that has been used in this seminar a great deal, and it
has been used for most of the time that I have been in the UK, and that is the concept 
of the university department being the central unit of the university. In my judgment, 
university departments are arbitrary administrative organisations of convenience. Teaching
and the quality of teaching increasingly have to be across the patch in a university. We
are getting more multiple honours programmes, more interdisciplinary programmes, more
programmes across the patch, and I submit that teaching is the responsibility of the entire
university, not the responsibility of individual departments.

On the research side, again there are arbitrary units. Research excellence exists in 
individuals and in research groups within universities. We can see that this happens 
as people go forward in the research assessment exercises and things: they re-label 
departments and they put them together. So it is a terrible mistake for government to 
cut into universities to anoint these things that we call academic departments as the 
organisational structures to be interacted with.

Response: Professor Ivor Crewe
There have been references from quite a number of contributors to the very different 
ways in which universities collaborate with other universities, the different internal 
organisation of universities, and the way that departments themselves are no longer quite
as definitive organisations as they used to be. I was pleased to hear David Sainsbury talk
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about the importance of blurring the line between different missions within a university.

Government objectives
My plea would be not that the government leaves universities alone altogether, not that
the government stops asking universities to achieve certain objectives in return for 
the taxpayers’ money, but that it does not engage in what I would call micro-control 
engineering of universities by labelling universities in a particular way, or by designating
particular funding streams only for a certain category of university or at least concen-
trated in certain universities, and certainly not by requiring a different detailed mission
statement from each university. 

What universities require, to undertake these different objectives, are reasonably strong
financial incentives. Certainly, financial incentives that make sure that the costs are 
covered. Obviously, there should be some kind of quality assurance regime, and then they
should be left to get on with it. History shows that when they have been left to achieve
government objectives and have been given a reasonable amount of funding to do it, they
have actually performed quite well.

Response: Rt Hon Charles Clarke MP
By what criteria can we decide how much to invest in universities? As Alan knows very
well, whether you are talking about the society as a whole or a particular government, 
I can produce a whole set of criteria by which we address these things in different ways.
I do not think the government has anywhere a thought-through view about what 
proportion of state spending goes towards universities. At each level, you can do it in 
different ways. During a debate with Will Straw, he said that if I was bold and socialist and
radical what I would do is put up taxation and give it all to the universities and then 
we would not have any of this rubbish. And I said if I was bold and socialist and radical 
I would scrap the universities altogether and put all the money into nursery and primary
education, so that we give everybody a chance. The state starts where we are and works
from that basis, rather than having grand propositions.

On Martin’s point: I want to re-emphasise one very important point in what he said.
Collaboration can be in a wide variety of different forms. The merger he is doing with the
University of Manchester Institute of Science & Technology at the moment is a positive
and excellent development, and I think you would acknowledge that the department and
the government generally has helped with that process rather than working against it. 
A whole set of other issues arise from that. I do not say mergers are the right way to go,
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all over the place; I do say that dialogue about what you are trying to do is important. 

Do you have competition and league tables? There always will be elements of it; you 
cannot escape it. It is like Ron’s point on differentiation of role and esteem. Whatever 
the government does there are league tables, and there are differentiations of role 
and esteem. My Christmas reading was the Times guide to British universities and the 
Virgin guide to British universities, which are based on all kinds of data which give 
differentiations between the universities. If the government did not exist, that would exist.
This is one of the reasons why I oppose so much the idea that there is some kind of two-
tier system we are about to create. We have a massive multi-tier system today, whatever
the government does, and that will continue. Unless somebody is suggesting that it
should be a goal of policy that somehow we get all universities regarded as identical,
which would not be a very sensible goal of policy, then a multi-tier system will continue
to exist. We need openness, frankness and directness about that.

And that is not micro-management. I do not think we are trying to micro-engineer. 
We are simply trying to encourage certain broad policy goals.

On the European point, I very much agree. There is a serious issue here, because many 
universities put immense effort into the Far East and the emerging economies for a 
variety of reasons, as they do in relation to the EU. However, it ought to be the case that
we are much stronger in the EU framework than we actually are, in a variety of different
ways. We need to think hard about that.

I would say (and this is me speaking not as Secretary of State for Education) that UK plc
has a whole series of big interests in our worldwide pre-eminence, both in the quality of
our research and higher education, and in English as opposed to the American language.
We can and should be trying to make more of those, both in the EU context and more
widely. Now, whether the Bologna process is the best way of doing that is another point,
but we should be much more active in that area.

I very much agree with Ron’s point about critical thinking. It relates very explicitly to what
Bob Fryer was saying about work-based learning, but it is quite a difficult issue. If I look
at the people I was with at university, at my elite institution, the choices were made at the
end of the undergraduate degree of who went down the PhD course, and who went down
some other course. Some people were in university full-time for the rest of their lives, and
other people were not. And that decision was taken at about the age of 21. There ought
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to be periods in life when university people are working in another world, and when 
people in another world are working in universities routinely for parts of their life. But it
does not happen. 

You then come back to the research. Simon Singh’s book, Fermat’s Last Theorem, reminded
me of what we all know, that the great mathematical advances that have been made are
mostly made by the time the mathematicians are 25, 26, 27, maybe 30 at a push. After
that, for the rest of their life, they are not, in general – with some exceptions – making
world-breaking mathematical breakthroughs. Now, that may be different in other areas,
and other colleagues might talk differently about science, but there is a real issue here
about the lifetime planning. Currently there is a serious weakness in the way the system
operates.

Going back to the industrialist point, I do not think industrialists have got everything to
offer, by any stretch of the imagination, so less do I think the British government has got
everything to offer. I do not think the Labour Party has much to offer in terms of internal
management either – except when I was chair of the party! But that does not mean that
all of us will not benefit to be seen as others see us. Ian can quote Robbie Burns better
than I: “Oh to be seen as others see us.” We need much more of that, rather than doing
all this in isolation.

Generating debate
I agree with the point on the social compact. Why does it take Wilf to organise this 
seminar? Why aren’t universities doing this? Is it that you are saying the government
should organise some kind of meeting like this in Manchester? No, anybody can do it. The
Institute of Education can do it, and why doesn’t it do it? I do not know, but it does not
happen very much and it is not obvious why it does not happen. But universities ought to
be precisely the institutions, more than anybody else in society, who are doing it. 

Why do think tanks exist? The reason why think tanks exist in the way they do and have
the influence they do is because the university sector failed, in my opinion, to promote
the kind of debate which think tanks go about trying to promote. It should have been 
universities doing it all the time, not anybody else, but it does not happen. Why not? I do
not know. No money in it? The government has not got a funding stream? Then let’s have
a government-funded HEFCE think tank stream.

David’s point about the arbitrariness of departments is very interesting. I must admit I use
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the department point as a rhetorical point, because everybody is accusing me of trying to
close down certain universities and saying nothing worthwhile is being done in certain
universities. I talk about good departments as a rhetorical defence, but actually we need
to get down to the small groups who are doing the work.

The final point I would like to make is Howard’s point. Why has educational progression
not been mentioned? It is a very important point, but I would argue – and it may be 
seen as rather tendentious – that the teaching and knowledge transfer functions of 
universities tend to be seen as less important in the way universities think about 
themselves than the pure research function. However, we do not put the educational 
progression point at the centre of our thinking, and we have to.

In conclusion, who is going to think about these questions of the missions of universities
and how we collaborate? Is it the state that has to come along and sort it out and say,
“That is what we think and you can bounce off us”, or is it universities themselves, either
individually or in groups, who say, “We think this is how we should be addressing it – will
you support us in doing it?”

Well, I state publicly, on the record, that my preference is very much for the latter, 
but what I do not prefer is a situation where that thinking does not take place, where
somehow we are okay where we are now. We need to generate that kind of thinking, and
this series is very good from that point of view.

Wilf Stevenson
As Charles picked up, there was a sense here that we need more debate. It is the role of
HEPI, which has been set up through HEFCE, to try and create a situation where there is
this sort of debate, and we are pleased to have been in at the start of that.
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Introductions
Wilf Stevenson, Director of the Smith Institute

Welcome to this, our second seminar in our series on higher education. We could not do
this series without the active support of the Higher Education Policy Institute, and it is my
pleasure to introduce Bahram Bekhradnia to say a few words by way of introduction.

Bahram Bekhradnia, Director, Higher Education Policy Institute

Our first seminar was a very lively event on the topic of “What are our universities for?”
introduced by Charles Clarke and Ivor Crewe. This second seminar, on the question of
widening participation and fair access, is a topic that has moved very firmly up the policy
agenda, and is now at the heart of higher education policy. We have moved on since 
Laura Spence, and the debate has become increasingly sophisticated.

My paper, Widening Participation & Fair Access: An Overview of the Evidence (see Appendix),
has been circulated by way of background. Its purpose was to set out what I saw as the
basic evidence that should underlie this debate, and it (hopefully) sets out a common
background for today’s seminar.

Our first speaker is Margaret Hodge, whom we know well as the minister for higher 
education and lifelong learning. It is very largely as a result of her personal commitment
that the topics of fair access and widening participation are where they are in the policy
debate. She has shaped the nature of the debate. 

Peter Lampl chairs and indeed created the Sutton Trust. That is a mark of his commitment
to the topic. The Sutton Trust has blazed a trail that others have followed, with its 
summer schools and the work that it is doing on the admissions policies of universities. 
I have no doubt he will be saying something about that, and in passing I should say that
we need to thank the Sutton Trust for sponsoring this seminar and making it possible.
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Presentation
Margaret Hodge MBE MP, Minister of State, 
Department for Education & Skills1

I hope this series will prove to be an important set of seminars on what we mean by fair
access, and cause us to think about the relationship between academic elitism and 
social elitism.

The 1963 Robbins report had a definition of fair access, and I quote: “Courses of higher
education should be available for all those who are qualified by ability and attainment 
to pursue them and who wish to do so.” That was 1963. I am sure Ron Dearing had a 
similar definition in his important paper, and if you look at our white paper and the 
chapter on fair access, you will see we define our intent there by saying: “Opportunities
that higher education brings should be available to all those who have the potential to
benefit from them, regardless of background.” 

So, if we accept that definition, and it appears to be an unexceptional one, then it
inevitably, in my view, means aspiring towards a higher education system which caters 
not just for an elite – either social or academic – but for all. It inevitably means, in 
my view, moving towards a mass market in higher education. Now, that has become a 
contentious assertion in the last week or so, particularly since the Tories published their
higher education policies, policies which I think it is fair to say are better suited to 
opposition than to government.

So the first question that we should ask ourselves this morning is: if you accept that 
definition of fair access, are we prepared to accept the implications it has for the 
expansion of higher education? We as a government express the desire to expand higher
education through our 50% access target. For me, that is grounded very firmly in both 
the economic and social ambitions that we have for the country. 

Economic ambitions
The economic ambitions include enhancing productivity and competitiveness and building
the skills levels we need. All the surveys we have, whether they are the surveys we did for
our skills strategy or Confederation of British Industry surveys, tend to confirm that the

1 Margaret Hodge’s speech was delivered shortly after the white paper on the future of higher education was published.
Since that time the Higher Education Bill has been published, and some original white paper proposals have changed.
Notably, the original plans for a £1,000 grant and continuation of fee remission have been rolled together to create a
total grant of up to £2,700.



qualifications and competencies that will be required in the workforce over the next
decade demand some period in higher education.

If you look at other OECD countries, our participation in higher education is somewhere
around the middle, with plenty of countries having higher participation levels. Many other
countries are setting targets for expansion, particularly among young people. My recent
trip to China and India convinced me that those two countries are putting higher-
education expansion investment at the heart of their desire to move up in economic 
competitiveness.

So, there is a general acceptance that expansion is right. There is also an acceptance,
which I do not think the Conservatives understand, that traditional honours degrees are
not the way forward. What we are looking for is an expansion of qualifications which are
commonly termed associate, professional and higher technical level qualifications. That is
why we have put the emphasis on expanding foundation degrees and employer-led
degrees, where the employer has a role in framing the curriculum so that when the 
students graduate they really are work-ready, and that is a win-win-win for everybody 
in the system. 

We have now started working through how we can develop those foundation degrees.
Both in the public sector, whether you talk to the police, the health service or the 
education service, and increasingly among whole areas of the private sector, there is 
a clear demand for this type of degree and this type of qualification. 

Social inclusion
So, we are driven by that, but we are also driven by a social ambition. As Wilf said, this is
certainly the passion that drives me in the job. I remain ashamed of the scandal that in
absolute terms the gap between those coming from the top three social groups and those
coming from the bottom three groups has grown in the last 40 years. That relationship
between social elitism and academic elitism is strong in higher education, and we need to
break it if we are serious about making social progress. We know that social inclusion can
be guaranteed through access to higher education, in everything from employment
opportunities to earnings, to better health, to car ownership, to foreign holidays, to civic
engagement. There is a huge amount of evidence out there.

In about 1960 Kingsley Amis wrote in an article in Encounter that “more will mean worse”,
a well-known phrase. That was when he was discussing the problem of many students in
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the 1960s being unable to get their university places. That was at a time when we had
about 6% of the population engaged in higher education. We are now probably around
43-44%. Both in terms of personal return and in terms of societal return, he has been
proved wrong. 

Those who now say “expansion will lead to worse higher education” are similar doom-
mongers to Kingsley Amis. Whilst we appear as a government to be putting forward 
sensible proposals, all the Conservatives seem to be doing is wanting to turn people away.

The Tory proposals cannot be consistent with fair access. If they abolish tuition fees they
will be forced to cut places. I agree with the Institute for Fiscal Studies’ estimate that 
an immediate cut of somewhere between 90,000 and 100,000 places would occur if 
universities lost the £450 million from their budget. 

Indeed, the only good service that the Tories have done for Labour is to unite every 
vice-chancellor and every university in opposition to their plans. What they have done is 
created a cap on aspirations. I would keep asking them: to whose child with capability and
qualifications would they decide to deny a place in a university?

Of course we need rigour and content in our courses, not with the Conservatives telling
us which courses are worthwhile, but through opening up our universities to public
account so students are much more aware of the quality of the courses. That is what our
student surveys, the external examiners’ reports, and the quality assurance institutional
surveys are all about. 

We should continue to bear down on drop-out rates. Not by closing fair access but by
building on where there is good practice and by spreading that; by funding the additional
costs of teaching nontraditional students; and by introducing financial penalties where
universities are not performing appropriately on bearing down on drop-out rates.

Student contributions
But my real conclusion is that if we do want fair access, in my view, we need to develop
a mass market in higher education. That brings us to the question of how should we 
pay for it. The state will always be the main funder of higher education. This period we
will be putting around £9 billion into higher education, with fees currently contributing 
£450 million. That will always go on for as far ahead as we can see.
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But there are some important questions we have to ask. Higher education should be a
right to those who have the potential to benefit from it, but just because it is a right,
should it necessarily be free? Currently there are a whole range of goods and services to
which we have rights – for example, electricity, water, gas and public transport – but they
are not free. 

Secondly, is it right that graduates should contribute towards the cost of their higher 
education tuition? About half of the age cohort at present get five A-Cs at GCSE, and
most of them go on to A-level and university. That is an enormous expense to the public
purse. It requires five years of substantial financial investment by the state. Of course
there will be a benefit to the state and to society from that additional investment; but
there will also be a substantial benefit to the individual. Yet most of the cost of those 
five years is borne by the majority, who do not go to university. We do have to ask the 
question: is that right? 

Isn’t it right to seek contributions from the minority who benefit the most? Yes, don’t
make them pay up front; and yes, give the extra support to those from low income who
may be inhibited from participation. That is why we have a fee remission scheme; that is
why we are bringing back grants. Yes, make the graduate payments affordable; that is why
we have income-contingent payments, that is why we have raised the level when people
start paying back to £15,000, that is why we do not have real interest rates on the loans.
But surely it is right to seek a contribution?

Differential fees
Then we have to ask the question: is it right to allow universities to charge differential
fees? And let us for a moment set aside the important arguments that we have put 
forward which helped to convince us that this policy is the right policy to adopt. We want
to free up our universities so that they are able to pursue their own ambitions and 
priorities without constraints from the public purse. We want to bring in additional 
funding that is free from the vagaries of the public expenditure rounds. We do want 
to bring extra money into a sector which has been starved of resources for a generation. 
But let us set all those arguments aside and look at the research that has been published
today by the Centre for the Economics of Education. 

What they did was look at three cohorts, who graduated in 1985, 1990 and 1995. They
controlled for all the personal characteristics, backgrounds, prior qualifications, subjects
studied and class of degree, and they compared the earnings of students who went to a
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modern university with those who went to a Russell Group university. What they found
was that simply by going to the different universities your earnings over your lifetime
were enhanced by up to, in their figures, £22,000. The further work that they are going 
to do will look not just at the Russell Group, as a self-defining group, but at all the top 
universities. And I think we will find that earnings gap to be greater.

What does that mean? That means that you can have two absolutely similar students with
similar backgrounds and identical qualifications both travelling on the Underground in
London together. One gets off to go to his modern university and he bids his friend
farewell; the other one stays on for three more stops then gets off, goes to the Russell
Group university, and in all likelihood he could earn up to £22,000 more in his lifetime,
simply by virtue of making that different choice.

So, what are we doing as a society? We are in effect providing an extra subsidy to the 
student who – according to our analysis and certainly Peter’s analysis of those who go to
Russell Group universities – is far more likely to come from a higher-income background.
We are providing an extra, additional subsidy to the social elite, paid for both by taxpayers
and by those studying at less prestigious universities. 

From my point of view, as a representative of a constituency which has very low 
participation rates, which has a very low tradition of families going to university, where
there is very limited knowledge among parents about the differences between universities,
I think that has to stop. 

We have been pulling the wool over people’s eyes for far too long. By asking everybody to
pay the same tuition fee regardless of the university they go to, we have been implying
that the benefits of every university are the same – and they are not. By enabling 
universities to charge differential fees we are lifting the wool from people’s eyes. We are
recognising difference and diversity and the premium that some universities can give you
over others. 

That is not about creating a two-tier system; it is about genuinely, openly acknowledging
difference. It is not about creating academic elitism; it is about acknowledging excellence.
The real priority then has to be to ensure that academic excellence is open to all, not just
to the social elite. That is why a central part of our programme is to open up fair access
to our most prestigious universities to the best and brightest young people, whatever 
their background.
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We have spelled out there the steps that we need to take to achieve that, with what we
have called our four As – attainment, aspiration, applications and admissions – and that
is set out in the Office for Fair Access document. 

If you look at the attainment part of that document, we know that social class locks in
probably under 5%, but, by the time you get to A-levels, only 19% of those with two 
A-levels come from manual backgrounds, whereas 43% of those with two A-levels come
from non-manual backgrounds, and nine out of 10 of those with two A-levels will go on
to university. We know we have got the worst staying-on rate, post-16, of most developed
countries. Therefore all our policies, from Sure Start through to the Primary Strategy
through to the reform of secondary schools through to the introduction of the education
maintenance allowance, are there to raise attainment.

Enabling people to see university as “something for me”, not “something for somebody
else”, is a central part of our policy. All we are doing around Excellence Challenge and
Partnerships for Progression is vital in raising the aspirations of those who do not think
university is for them.

The work that Steven Schwartz will be doing2 is not about government interfering but
about ensuring that we do build up best, fair and open practice in admissions. That was
brought home to me last Friday in my constituency, where we had a demonstration of the
Excellence Challenge programme and the Aim Higher roadshows. I talked to a group of
sixth formers who had recently been to a Universities & Colleges Admissions Service
admissions conference, where they had gone up to a number of stalls. Some universities
had dealt with them brilliantly; but one leading university, on hearing they came from
Barking and Dagenham, asked: “Are you sure you’re going to get the right A-levels?” They
then went to another university and said they came from Barking and Dagenham, and
they were asked: “Can you afford it?” As long as those attitudes pervade through the 
system, we still have a way to go in ensuring a fair admissions process.

Conclusion
With our many proposals, with bursaries, with outreach work, and the milestones we
expect universities to reach, we are beginning to ensure that we build the academic elite
and destroy social elitism in our university admissions.
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In conclusion, I take the Robbins definition of fair access – I am happy with that. I do 
not accept the Kingsley Amis fears. I believe, for reasons of social justice and economic
prosperity, that we need to develop a system where those who can benefit from higher
education are given the opportunity to do so. But if we are to give proper voice to that,
we do need fair access built on academic excellence, not on social advantage. So we do
need to challenge the present relationship between academic and social elitism, and
replace it with a relationship where academic excellence is not restricted to a social elite
but can be enjoyed by all, based both on merit and potential.
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Presentation
Peter Lampl, Chairman, The Sutton Trust

It is a shocking fact that social mobility in Britain has declined over the last 30 years, and
I think Margaret and I agree on this. Researchers at the Centre for Economic Performance
at the London School of Economics compared a cohort born in 1970 with one born in
1958. They found the economic status of the 1970 cohort was more closely related to
their parents’ status than for the 1958 cohort. In other words, they concluded that there
has been a sharp fall in cross-generational mobility between those that grew up in the
1960s and 1970s, and those who grew up in the 1970s and 1980s.

The relevance of this research for our discussion is that this fall in mobility is to a certain
extent due to the fact that increased educational opportunities, such as participation in
higher education, have disproportionately benefited children with richer parents.

In the light of this – unpopular though it may be in some quarters – in my view, more
important than the 50% target is to develop and work towards a participation target for
the less advantaged, whom, as we have heard from Margaret and Bahram, have a very low
participation rate.

As Bahram’s paper and the white paper acknowledges, in any discussion such as this it is
important to recognise that the disadvantage of children from less privileged backgrounds
starts before they are born and continues right through to the workplace. That is why we
at the Sutton Trust, in our own small way, intervene at all stages: we fund parenting 
programmes and programmes in primary and secondary schools, right through to 
university summer schools and access to the professions.

Secondary education
The most obvious means by which the state can increase social mobility is through the
education system, and the move to a comprehensive system in the 1970s was supposed
to do just that. It is quite clear, however, that that has not happened. The reason is that
our comprehensive system is not comprehensive. We have a strong private sector with
better-resourced schools taking a disproportionately large share of teachers with the 
best academic qualifications. And we have grammar schools, which in many places have 
effectively become free independent schools for the middle classes. The remainder of 
our so-called comprehensives show a huge variation in social intake and performance. 
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I visited two schools not so long ago that are three miles apart. One is the Phoenix School,
which we are funding for specialist status and has less than 10% A-Cs at GCSE. The other
is the London Oratory, which, as you know, is one of the best state schools in the country.
They are both officially comprehensives. I do not think there is one child at the Phoenix
School who would dream of applying to the Oratory; and I do not think there is one child
at the Oratory who would ever go to the Phoenix School. So even if you lived in that 
area you have almost perfect segmentation.

The net result of all this is that we have a socially selective school system, and this is the
context in which our universities have to attempt to provide fair access. 

The first question we need to ask is: why are children from less privileged backgrounds 
not going on to university? Aspiration raising is a key focus of the white paper, and the 
picture here is of good and bad news, according to two surveys which we have funded.
The good news is – and this is the second year we have done this survey – MORI surveyed
2,500 state school children aged 11-16, a representative sample, who have high and 
rising aspirations. When asked whether they were likely to go to university – not whether
they wanted to, but whether they were likely to – a staggering 71% said “Yes”, up from
68% last year. 

The bad news, however, is that despite these good intentions, as Margaret has already
alluded to, 35% of children leave education and training at 16, by far the highest 
percentage of any advanced European country. And most of those children come from 
the disadvantaged end of the spectrum. Clearly there is a mismatch between children’s 
aspirations up to the age of 16 and what happens to them after that, so the task is not
only to raise their aspirations, but more importantly to help students realise them.

Deterrents to higher education
Our second survey – which was carried out by the National Foundation for Educational
Research – canvassed over 700 teachers with a responsibility for advising students on
applications to higher education. The study found that teachers believe our high drop-out
rate at 16 is due to two main factors: the students’ desire and need to earn money, and
their lack of interest in academic work and dislike of school.

These findings indicate the importance of introducing more vocational courses for 
children to make school more relevant; and they also support the government’s decision
to expand the education maintenance allowance nationally.
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At 18 teachers reported that worries about the financial impact of higher education is the
major deterrent. Our calculations suggest that this deterrent effect will not be overcome
by the proposals in the white paper to introduce a maintenance grant of £1,000 a year 
for those families earning less than £10,000 a year. They will not be able to go to a top 
university as Margaret would like them to. 

We are particularly concerned that less affluent children are effectively confined to going
to a local university with no top-up fees, on financial grounds.

Access to top universities
Access to universities in general is an issue, but this is magnified when you look at top
universities. The recent furore over alleged discrimination against candidates from the
independent sector obscures the real problem of fair access to our leading universities.
This is that, based on A-level results, every year there are over 3,000 students from state
schools, which represent about 10% of the entry, who should be getting into our top
dozen or so top-rank universities but are not. In many cases this is because they just 
do not apply.

The teacher survey mentioned earlier found that 80% of the teachers believed that 
able students from disadvantaged backgrounds lacked the confidence to apply to top 
universities, and Oxford and Cambridge in particular, and would find it difficult to cope
socially. That is why it is so important to build on the current programme such as summer
schools, 24-hour visits, and all the host of other activities that are now in place. 

Others, who do apply, are victims of the admissions system. Firstly, as long as entry
depends on predicted results, independent schools and affluent state school students 
will be the main beneficiaries; and students from schools which do not have a strong 
academic record will lose out.

A post-qualification admissions system would help remove this inequity, and will be 
possible if the proposal for a six-term school year is implemented.

Secondly, as a business person, if I visit an inner-city comprehensive and then one of our
good private schools, I cannot believe they are competing in the same business. Given the
enormous inequalities in our schooling, why should achievement to date be taken as 
an accurate measure of someone’s potential for university study? 
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As the department’s paper on widening participation acknowledges, universities have
always considered factors other than A-levels when selecting candidates. However, 
personal statements and references can only tell tutors so much; and I believe in order to
achieve fair access we need something more substantial to supplement A-levels.

Two years ago, after looking at the admissions procedures in the US, we funded the
National Foundation for Economic Research to trial the American SAT (scholastic aptitude
test) in British schools. There were many interesting findings, but I want to mention just one.

Some 5% of the 600 students in low-attaining comprehensives scored high enough on
the SAT to be considered by an American Ivy League university. Only one of these students
achieved three As at A-level, which is the effective entry requirement for Oxford and
Cambridge. So, in other words, on our radar screen one, or possibly two or three, of these
students came up; on the SAT radar screen, 30 of these students came up. I am fully aware
that the SAT is not without its critics, but I feel the research results are promising enough
that we are planning a larger-scale operational trial.

Conclusion
Now, we have been assuming that the objective of university admissions is to pick 
students who will get the best degrees. Let me end by relating an experience which made
a deep impression on me and which challenges that objective.

A couple of years ago I visited the admissions offices of a number of top American 
universities, and I had the good fortune to sit in on a Harvard admissions committee
meeting. There was one girl they considered who was black, from inner-city Los Angeles,
a single mother, the bottom end of their SAT range, but top of her class and outstanding
in many other ways. They had done a lot of research on this girl. They decided to offer her
a place ahead of candidates who had much better academic records. When I asked at the
end of the meeting whether she would graduate with as good a degree as the students
they had turned down, the committee chairman said: “No, no. She won’t catch up in four
years, but we are actually not concerned about that. We are looking at 10, 20, 30 years
out, and we think she has got great potential. She may be the mayor of a city, or a 
partner in a law firm.” Then he said: “We are in the value-added business.”

Maybe our universities should have broader goals than just trying to select candidates
who they think will end up getting the best degrees. Maybe they need to be in the value-
added business.
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Wilf Stevenson
It is very unusual in the public sector to have such a passionate champion working as a
free good to the others who have to do this for a full-time living. It is fantastic that Peter’s
passion and commitment meet the policy interests that we have at the moment.

So, we have a very rich mix. We subtitled this series, slightly tongue-in-cheek, “What are
our universities for?” but as Bahram has said, the debate is actually focusing very hard 
on this rather crucial question, because it goes in many directions. We have had a very 
passionate and a very rounded introduction from Margaret, who has given a robust 
analysis of where the government is going and why it wants to do what it is trying to do;
and Peter has produced a number of cross-currents. 

T H E S M I T H I N S T I T U T E

52



Discussion

Professor Roderick Floud, Vice-chancellor, London Metropolitan University
We all accept the aspirations that Margaret has described. However, what worries a 
number of us is that, as many people anticipate, only a relatively small proportion of 
universities will be able to increase their fees. There is reference in the white paper to the
need to provide bursaries, but to a university like London Metropolitan, where 70% of 
my students do not pay fees and therefore presumably would have to be provided with 
bursaries, there might be severe disincentives or difficulties in raising fees. 

If universities like mine are not supposed to be charging additional fees, is there not a 
danger that you will actually be creating far greater differentials in provision, of the kind
that you have described already? And that, if I can borrow Peter’s analogy, you will be 
creating a private-school sector within higher education, with additional privileges and a
still very considerable state subsidy? Will that differentiation in the long run work against
the interest of your constituents, rather than for them?

Baroness Pauline Perry, Chair, All-party Parliamentary University Group
I was surprised that neither of our speakers said anything about retention. My experience,
both in Cambridge and in the South Bank modern university, is that it is the care and
intensity of resources that one invests in people from difficult backgrounds, particularly
in the first or second term, that makes the difference as to whether they will stay on 
or not.

We know that the drop-out happens much more among people who come from 
disadvantaged backgrounds than it does for students from privileged backgrounds. It is 
no good getting people in if they then fall flat on their faces within the first two or 
three terms.

So I would be interested to know what our speakers think should be done to pour in 
more resources, particularly in those early stages.

Dr Ian Gibson MP, Chair, Science & Technology Select Committee
Could the speakers say something about the research and teaching issue? Many people
come to university excited by the prospect of doing research in medieval history, or
biotechnology, or whatever. The perception is that there are going to be two types of 
universities: one that does research and teaching, and one that just does teaching. That is
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not what many of us believe a university higher education system is all about. We believe
they should go hand in hand.

What is the position of government at this moment?

Differentials in higher education
Response: Margaret Hodge MBE MP 
My answer to Roderick Floud’s question, and I know this is something he finds deeply content-
ious, is that we are attempting to introduce a better market in demand for higher education.
To the extent that price is an element in creating that market, that is what we want to do.

What I would say to Roderick is that diversity and difference are there. If you choose to
define that as a private-school sector and a state-school sector, that is your choice, not
mine. But what I would argue is that different universities are good and bad at doing 
different things, and we are opening that up to public account so that the user, the 
student, is much more knowledgeable and informed before they start their degree. 

Linking into Pauline’s question, I think that is a healthy way of developing diversity in the
higher education sector. I do not think it is a constraint, and ’twas ever thus, but we never
dared talk about it. One thing that this debate has allowed us to do is to actually openly
discuss the difference that undoubtedly exists within the higher education  sector.

Pauline is right about retention, but we are good at retention on the whole and we
shouldn’t knock it. We have one of the most efficient higher education systems in the
OECD family and we want to protect that. In fact, in our negotiations around Bologna 
we are anxious to protect that.

Having said that, when we find that 23 universities have a drop-out rate of over 25%,
then we need to tackle that. The key is first ensuring proper advice and support in choosing,
and that is not as good as it ought to be across the sector. Second, it is providing the
appropriate support, particularly in the early days, to enable students who may have 
come from more disadvantaged backgrounds to cope with both settling into the way of
learning and perhaps developing some of their learning skills.

A lot of poor advice is being given, probably to stack the numbers up, and we need to 
tackle that too. We have asked HEFCE to see what they can do to provide some financial
levers to improve on that.
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Ian has talked a lot about research and teaching. I am glad we are beginning to have some
reality in the public debate about that. We have had a concentration of research funding
for quite a long time. What we have said is: if our research is to be globally competitive,
as far as government funding is concerned, we have to concentrate it so that we can 
create the infrastructure which will enable us to compete globally.

When I see the concentration of investment in China in their elite universities, I am
absolutely convinced that we are doing the right thing in getting that concentration of
investment. 

Good teaching and good scholarship go hand in hand. Good teaching and world-class
research do not necessarily go hand in hand. If universities, from their own resources, are
able to fund some additional research, then good. All the other levers we are putting in to
ensure that our concentration policy does not lead to ossification will, I hope, enable us
to pick up the best research as it develops in a variety of universities. That is both through
the promising research scheme, through the money we are giving to encourage the 
development of new research, through what we are going to do around collaboration, 
and through other initiatives. 

But again, let’s build to our strengths. In a sense this goes back to Charles’s contribution
last time. Universities have a range of objectives, which he tried to juxtapose. There is a
range, but it does not mean they all do it all. Let them focus on what they do well.

Response: Peter Lampl
In response to Roderick’s point about university funding: the sector is just horribly under-
funded at this point. I think we all agree on that. 

Coming from a business background, I am concerned about our competitive position. 
The numbers are devastating. The average British university receives £5,100 to educate a
student. The average state university in America gets £7,500; the average private university
gets £11,000; and the top privates £16,000. If Oxford and Cambridge are to compete with
the top American universities then they have to have more money. I am not just talking
about tuition fees. When you start looking at endowments, which is something we are
working on, then you find that makes the whole situation even worse. We have just got
to get more funding into universities in general, and particularly into those that are 
competing on an international basis.
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As far as the drop-out rate is concerned, as Margaret says, we do have one of the lowest
drop-out rates in the world. It can always be improved, but I come from a different 
perspective. I do not think drop-out is necessarily that bad. If someone spends a year or
two years at university and does not complete a bachelor’s degree, is that a waste of time?
I don’t think it always is. We can get a bit too hung up on drop-out rate. The drop-out rate
in this country is very low relative to anywhere else; and if you get too hung up about it,
you do not take risks on people that might benefit from university education.

On the research and teaching point: again, it is worth looking at the American universities.
For example, Cornell offers a course in medieval history and also in hotel management, so
I don’t see why those cannot exist together. People can do research and people can do
vocational courses at the same time.

Less focus on top universities
Roger Brown, Southampton Institute and Advisory Board Member, HEPI
Peter is absolutely right: the basic problem is the underfunding of the system. The 
government has begun to acknowledge, quite reasonably, the deep-seated nature of the
difficulty of widening participation; but there has to be a problem when the effect of the
white paper, if some institutions are charging fees, is to increase even more the difference
in resources available to institutions. It is a fact that the best-funded institutions in this
country, if you take income from all sources, have an income per student of eight times
the least well-funded. So, that is already the case even before we have top-up fees.

The question I wanted to ask is: why is there this obsession with the top universities? 
The minister quoted a survey which showed that if you went to a Russell Group university
you earned £22,000 extra over a career. Frankly, if that is all the differential, I would advise
her not to publish the research.

If you were really serious about widening participation, you would give resources to those
institutions that actually take it seriously and have it as a crucial part of their mission.
They are doing value-added. My institution takes students with an average of 11 A-level
points. They mostly get good second-class honours degrees and they mostly get very good
jobs; our employment record is very good. Those are the institutions you should be 
backing if you really want to promote widening participation, rather than trying to 
get some of the Russell Group institutions to try to have widening participation when 
basically their staff do not want to do it.
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Professor David Melville CBE, Vice-chancellor, University of Kent at Canterbury
I would like to follow up a couple of points that Peter Lampl introduced, associated with
our concept of what top universities are. I fear that we have defined those universities
simply in terms of the demand for them, the demand from high A-level scoring students.
If we are going to get away from that and towards value-added, we have to think entirely
differently. It is simply a self-fulfilling structure.

One of the issues is that we stop thinking about A-level scores as something which is 
associated with the quality of universities. That is very tough because it is in league tables,
it is in ministers’ speeches, and it is in all kinds of thinking. We only use A-levels as a 
surrogate for potential, and I applaud what Peter is saying about other ways of looking 
at potential. 

I have a proposal to break down the barriers that exist between schools, colleges and 
universities. The people who know most about those going on to university are those who
have taught them. However, at the moment the system depends on admissions tutors,
who on the whole are not terribly good at making judgments. It would be much better to
shift that responsibility to teachers, and make the progression from school or college to
university a normal process, rather like continuing from the age of 16 on into the sixth
form. But the problem is you have to engage the schools in that.

Something we are trying to do in Kent with specialist schools is to say: “We will give you
some places at the university, but the onus is on you to select students with potential. 
If you select students but don’t follow them up and keep in touch with them, then of
course we will remove that privilege.” We also help to train those in the schools in what
is expected at university, because of course there is an interface problem there. That is an
example of something which shifts the boundary and therefore judges potential, rather
than simply having examinations.

Lord Oxburgh, Science & Technology Select Committee
Why did the application of the Robbins principle lean the government to 50%, rather than
60%, for example, bearing in mind that even five years ago, when the Dearing committee
went to the United States, more than 60% of people at that time had had some experience
of college education?

The other comment, as someone who must confess to having been one of these admissions
tutors for 12 years, is that I wish that Mr Lampl had been able to sit in on some of our 
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discussions, which were not that different from the discussion that he overheard at
Harvard. 

It would be exceedingly unreasonable to expect those institutions which were really
implementing government policy and extending the ability and background range for
people going into higher education to achieve the same drop-out records as the so-called
prestige universities. Frankly, the pressures on a student in his first year, even at a good
university, even with all the privilege, are very high indeed. For a child who for the first
time has been exposed to higher education where there is no tradition in the family, the
pressure is enormous. Even though the figures look bad, many of our universities which
are doing this at present are doing a super job, and it is totally inappropriate that they 
be governed by the same criteria as for the highly selective ones.

Professor Michael Scott, Principal and Chief Executive, North East Wales Institute, 
and Advisory Board Member, HEPI
At the North East Wales Institute, we have helped pioneer the foundation degree in Wales.
The minister says that this has full backing, but what we are finding as we get our first
graduates coming out this summer from the foundation degree is that employers still do
not really understand what the foundation degree is about. We think there should be a
publicity drive by the government about the foundation degree. 

Response: Peter Lampl
On the question about the focus on top universities, I do not believe the £22,000 earnings
differential. I think that is just nonsense. After five or 10 years there is not a big differential
between the top universities and the new universities. If you go 20 or 30 years out, it can
in many cases become huge, so I believe that if a kid does have the ability and potential
to go to one of these top-rank universities, I do not think he should be denied that on
financial grounds. I am very concerned, as I said, that this is the case with the proposals
in the white paper.

As far as new universities are concerned, they do a terrific job and we do a lot of projects
with new universities. I totally support them and I would like to see them go even further.
We are funding a very interesting project at Dundee where they take kids who do not have
entry qualifications for university: they put them on an eight-week course, and the ones
at the end of those eight weeks who pass the test go into the first year at Dundee. 

Incidentally, this year we also gave them the SAT, because they had difficulties selecting
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which ones of these students would benefit from the eight-week course. The SAT was a
very good predictor of which students benefited. So the SAT works, not just at the top end
of the range which I discussed in my talk, but also at the bottom end of the range.

On the US, the US participation rate is now about 63%, and, interestingly enough, among
the bottom income quartile it is about 43%. The top income quartile is over 80%, so that
is where we have got to aim for. We are way behind the US participation rate. They are
not all doing bachelor degrees; most of them are doing two-year degrees or vocational
courses. That is where we want to get to.

Earnings differentials
Dr Gavan Conlon, Centre for the Economics of Education
I am the author of the study on earnings differentials which Margaret and Peter 
referred to. 

What the research does is compare two sets of individuals: one set of individuals going 
to Russell Group universities, and similar individuals who do not go to Russell Group 
universities but modern universities. The most important point is that it controls for prior
ability. The findings show that there is an earnings gap between two sets of individuals
with the same levels of prior attainment, with the same background, with the same class
of degree, controlling for the degree subject. And this earnings gap can be up to £22,000.
This is purely to do with the type of university attended, and has nothing to do with prior
attainment.

If we simply compared salaries or earnings of the Russell Group graduates and graduates
from modern universities, then there would be a massive gap. It would be greater than
£22,000 over a lifetime, clearly, because we know that individuals who go to Russell Group
universities have better prior attainment than individuals who do not. 

Response: Peter Lampl
But just to clarify, you’re saying that that £22,000 is over a lifetime?

Dr Gavan Conlon
Yes.

Response: Peter Lampl
Given that graduates earn £400,000 or £500,000 more than nongraduates, £22,000 over 
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a lifetime is a very small amount. That says there is very little value-added to going to a
Russell Group university, as far as I can see.

Response: Margaret Hodge MBE MP
The £22,000 is an average figure for across the Russell Group universities. The research
does not rank them in a hierarchy in the way that some of the league tables do. 

Policy directions
Roger talked about “Give us the resources to widen participation”. We are, which is why
we have increased the postcode premium. That premium is not yet defined on sufficiently
sensitive and sophisticated measures, but we have increased it deliberately to support the
extra resource that Roger requires by up to 20%. That is a considerable shift in resources
to reflect the work that he is doing, but I am not going to give up on ensuring that while
we fully support those students wherever they are, we will not allow our social elite to
dominate the intellectually elite in the UK universities. We will not allow that to happen. 

David had an interesting alternative way of trying to select those with potential not based
on past record. In Texas there is a similar experiment. We need to let a thousand flowers
bloom in this area to try and see what does work well. I have certainly seen some of the
SAT work that has been done; Peter very kindly had me at a seminar that he ran on the
SAT; and we are looking again at SATs. The UK is in a different context to the USA because
we already have a national framework of qualifications. The day after Charles Clarke
announced that we are lessening the testing of individuals during their school lives in the
UK education system, it seems a bit odd for us to add in yet another test. Nevertheless 
we have got to look at SATs and all sorts of ideas.

Ron asked about the 50% figure. I am often quoted as saying it may well be that we find
that to be a rather conservative figure as we get closer to achieving it, but at least that
gives us an ambition to which to drive our policy over the period. That is why I said that
it is simply a current expression of our desire to ensure fair access on both social and 
economic grounds.

On drop-out rates: of course we recognise that there will be differences in drop-out rates.
However, if you take a young student from my constituency whose parents never went to
university, who has no ambitions, who never saw university as something for themselves,
and if you put them into the university system and they then fail, then the impact on that
young person is a million times more debilitating than the impact on me failing through
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my university system. So I am determined, although we have a very good record, to ensure
that we do not send young people from lower-income backgrounds, nontraditional 
backgrounds, into university to set them up to fail. This is why we have to continue to bear
down toughly on drop-out rates.

On the issues raised by Michael about foundation degrees and employer engagement:
quite right; just give us a bit of time. One of the strands of the white paper which I am
taking forward more quickly than others is the development of foundation degrees. We
will probably be ready to do a big launch by September. Clearly, getting employer buy-in
to the whole range of those vocational qualifications will be utterly essential. I have some
experience in this and know that we have to launch this product effectively if we are to
give the qualification credibility among employers and students.

Ross Cranston MP, Former Admissions Tutor, London School of Economics
Having spent time in universities in the southern hemisphere and North America, it has
always struck me that we have not encouraged people to get back into university or to
get into university later in life. When one was in North America one saw night schools and
things like that. Now things have moved on. We have problems in this country of housing
tenure – people get locked into mortgages – we have problems with the employment
market and so on, but more could be done.

I support almost all of what Margaret is doing. I would have had difficulties with a 
transparent admissions system in the law department at the LSE when I was running it,
because I was always afraid of judicial review. We bent over backwards to admit people
that, frankly, did not have the grades.

Different types of degree
Richard Rosser, General Secretary, Transport Salaried Staffs’ Association
I fear it will become evident in the question I am going to ask that although I eventually
ended up with a degree, I did not go to university myself.

Listening to what Margaret has had to say, it appears to me there is an acceptance that
there will be a continuation of different qualities of university degree, and I am not quite
sure why we accept that premise. Presumably, we are in a situation where either it is a 
fact that the quality of degrees from different universities varies, or at least that is the 
perception.
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Is it not possible to move to some sort of system or arrangement where in fact the quality
of degrees across the board from universities are roughly the same, but the difference in
degrees is reflected in the class of degree you get? After all, when I was at school so many
years ago, I remember for A-levels you used to have different exam boards. I was never
quite sure why you needed so many, but you had different exam boards. Presumably, there
was consistency across that exam board irrespective of the school.

So why do we have to accept a situation where there will be different qualities of degrees
depending on the university?

Margaret made reference to degrees in which the employer would have an involvement.
Are we going to rely on volunteerism on this, or are we actually going to make it work?
For example, will there be collective rights to training? Will it be covered, for example, in
the Information and Consultation Directive? Will there be statutory rights to time off? 
Will it only cover people who an employer might want to take on after university, or will
it cover people who are already in employment? 

I hope the answer is not that we are going to rely on volunteerism. I hope the partnership
will be backed up with some teeth, as in Germany, where social partnership actually works. 

Professor Bob Fryer CBE, Chief Executive, NHS University
Could I introduce a different dimension to our discussion? The whole debate has been
couched in some interesting language about “going” to university; all the debate is around
a full-time conception of higher education; and it is all about doing it somewhere else. 

If you follow up what Richard was saying about work-based learning, then there are some
real challenges to public policy. The amount of support we have given to people that do
work-based learning is very restricted, except for medicine, of course, where we know how
expensive it is if you do genuine work-based learning. That is the only area in the country
where we still do it, and it is extraordinarily expensive. Secondly, there are implications 
for time and entitlement as people move from one employer to another, because you are
not necessarily going to stay with one employer over a period of part-time work-based
learning. 

Thirdly, the rhythms and the practices of our university lives are understandably geared to
the three-term year of full-time learning, and that is very different if you are work-based.
It seems to me that many of the pedagogic practices that we have are all geared to 
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somebody “going off” to university on a full-time basis, and yet if you look at the 
literature there has been very little debate about that. 

We often fudge the statistics because we show on our statistics for part-time undergraduate
study all those people who just do some units. It is very important that people do some
units in continuing-education departments, but the number of people on full undergraduate
part-time work-based programmes is minuscule. And yet if you are going to have the
widening participation of the kind we have been talking about, we need to gear ourselves
to that.

Professor Michael Shattock, Institute of Education, University of London
I would like to come back to the question of the policy implementation of fair access. 
I want particularly to comment on Bahram’s admirable paper and to express a worry about
it and indeed the statements by our two speakers.

What we are seeing here is the attempt to implement policy using macro-statistics, yet
both our speakers used local examples. Would we be concerned if we found that entry to
law, medicine, dentistry and veterinary science was strongly differentiated socially from
entry to normal social sciences? I think we would.

Would we be concerned about the policy implications if we found that in some parts of
the country there was strong differentiation between entry from social classes four and
five, as distinct from the others? In other words, suppose we discovered that in the North
East there was a much lower proportion of disadvantaged families getting into higher
education than, say, in London. Would we be concerned if we found that this was a 
problem specifically related to large urban areas? Would we be concerned if we found 
that there were significant gender implications in all this?

My concern is that in Bahram’s paper, and in some of the statements, we tried to look 
at composite data when in fact we might get better policy handles if we looked at this 
matter in different ways – not being particularly concerned with institutions but rather
with individual types of schools, individual regions, gender, and subject. The policy 
implications there are, frankly, more acute than they are as to whether a particular group
of universities are taking more or less from particular social classes.

Richard Brown, Chief Executive, Council for Industry in Higher Education
Implicit in much of the discussion so far has been agreement that the signals employers
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send are very important in conditioning aspirations, and that the actions and policies they
take are important in allowing a more egalitarian society. Some of the work that we have
done earlier has shown that those from lower social groups that are recruited from
Oxbridge earn on average something like 16% less than those from professional back-
grounds from Oxbridge, so just plucking people from comprehensive schools and dropping
them into Oxbridge is no adequate policy, and I know the minister has recognised that.
There is therefore discrimination, and I do urge ministers to work with employers and 
see how they can be involved in the Aim Higher campaign and in other campaigns. 

Reverting to other work that has been mentioned earlier by Peter and by Gavan, the 
earlier work that was done did suggest that there was only a 4% difference in earnings
between those that had gone to a Russell Group institution and those that had gone to a
post-1992 institution. We would have to look at the more refined numbers, but I rather
felt that that 4% was very solidly based. 

That reinforces the point that Roger Brown was making earlier, that employers do value,
support and employ those from nontraditional institutions, and this is a message that we
should get out to all students. There is perhaps a feeling among Daily Mail mum readers
that if little Johnny or Jill does not go to a so-called top university then they are wasting
their time going to the one round the corner. That is not the message we ought to be 
giving out.

Worries about debt
Professor Claire Callender, Faculty of Humanities & Social Science, South Bank University
I am a great supporter of Margaret’s passion and efforts to widen participation, but I am
genuinely concerned with the issues raised by Peter to do with the increased costs and
increased debt as a result of the introduction of variable tuition fees.

My concern is that if a low-income student wants to go to a university that charges the
full £3,000, then somehow they are going to have to find another £1,900 or so. They could
add this to their student loan debt, and we know that they already have the highest levels
of debt amongst all student groups; or they could use the new grant the government is
introducing; or they may be able to get bursaries, but we have no understanding about
who is going to get those bursaries, the criteria associated with those bursaries, how 
widespread they will be, and what tests, apart from means, are going to be introduced to
decide which students deserve them. I am worried about the new “deserving poor” in the
distribution of these bursaries.
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So it is very probable that there will be an increase in debt as a result of tuition fees.
Research now shows that debt is a deterrent to entry, and my concern is that the new
grant, which I welcome enormously and have been arguing for for some time, is totally
inadequate. It is obvious that it is inadequate to pay for the difference for the top-up fees;
and it is inadequate to meet the difference in the support that students get from their
different families. In other words, the gap between the amount of money students get
from the top social classes and the bottom social classes is way beyond £1,000. It is not
enough to deal with the gap in the levels of income and expenditure that students 
experience, nor is it large enough to act as a serious incentive to entry into higher 
education.

So my concern is that the grant is inadequate. It will lead to students continuing to
engage in part-time work, and there is increasing evidence to show that that in itself will
lead to lower academic attainment. Or students will live at home instead as a way of 
saving money, and that will reduce the overall experience of being at university. So I would
like to know from Margaret what work has or has not been done on these issues, and what
she thinks is going to be the impact of the proposed changes in the white paper on the
desire to widen participation.

Professor Nicholas Barr, Professor of Public Economics, London School of Economics
I want to respond briefly to some of Claire’s points. We all agree access is critical, and that
the debate is about the best way of doing it.

Method one: the taxpayer pays the lot. Result: the middle class crowds out students from
poorer backgrounds. The resources are not there to target money to promote access for
those for whom access is the most fragile.

Method two: you get those who can afford to make a larger contribution to do so, where
“can afford” refers to their income after they have graduated, not to where they are 
coming from. That frees up resources both to promote quality and to promote access. 

If I am allowed one bit of economic theory, if you raise tuition fees you shift people back
up their demand curve. If that was all you did you would foul up access. But you are 
taking a good chunk of the money and targeting it on the poor, and that is shifting their
demand curve outwards, so what the white paper is proposing is profoundly progressive.
It is the only way you are going to get the resources to promote access. To come back 
to a point that someone made earlier about institutions, it is the same for institutions. 
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I assume none of my bosses are here, but social science institutions like LSE could stand
on their own feet a lot more if freed to do so, and that would free up resources for those
universities who faced higher teaching costs because they have got to do more remedial
teaching.

One final response to Claire – the worry about debt. A lot of the worry about debt is
because people conflate student loan company debt with credit card debt. Credit card
debt and overdraft debt are pernicious and seriously scary. What needs to happen is for
people to get student loan company debt from the overdraft bit of their brain to the 
payroll deduction bit of their brain. Payroll deductions are a pain, but they do not cause
sleepless nights.

Response: Peter Lampl
I totally agree with the point on the increased costs. The incremental cost of a kid in the
£10,000-£20,000 range of staying at home or going away to a top university is about
£5,500 a year – that is, the extra tuition fee of about £2,000 plus £3,500 extra living costs.
Over a degree, that works out as £16,500. I do not think those kids are going to go away
from home. I wouldn’t, especially if the premium is £22,000 over a lifetime. It is a no-
brainer. So the major issue is that it becomes financially very difficult for kids to go 
away from home.

The other thing I want to comment on is the difference in provision for the wealthiest
people in our society and the poorest. It is about a maximum of £2,000 a year, which is
absurd. I have a friend, for example, whose girl has just gone from a top private school to
Oxford. He has gone from paying close to £20,000 a year to paying just over £1,000
tuition, plus £4,000 for her to live in college. And she is taking out the interest-free 
student loan and making a return on it. I think that is just absurd. It is absolutely crazy.

The other thing I would like to comment on is the increase in tuition fees. Right now the
middle classes are paying roughly £1,150 in cash. We are substituting that with a £3,000
loan. There is no security for it; it is a contingent loan; it is paid back on the basis of 9%
of your earnings over £15,000. A lot of people will never pay it back. There is no interest
rate on it, other than a link with inflation. I would think the Treasury values it at £2,000;
as a businessman I would value it at probably £1,000. What I am saying is that there is 
no real increase here. We, the taxpayers, are paying the vast majority of this tuition fee
increase at the end of the day. So we’ve got the worst of all worlds. We have got the 
middle classes excited that they are paying a lot more money when in fact they are 
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really not; they are getting a really soft loan that is paid back over 40 years. We have 
really got to rethink this whole thing. 

Wilf Stevenson
Nick’s point is that if the principles are right – can I assume you are buying into those
principles? – that this is a progressive solution to funding higher education. Isn’t it just a
quantum? I mean you are not attacking the principle of what the government is saying,
you are just saying it is not enough.

Response: Peter Lampl
I agree with the principle that we need more funding, but I do not agree with the detail.
For instance, I personally think we will never be competitive with the States without 
having somebody paying something up front. I have seen the surveys, and obviously 
people do not like it, but at the end of the day middle-class people will support their kids
with cash up front. We have thrown that funding out of the window by dropping any
requirement to pay up front, and I know the electoral reasons, but I think it is a big 
mistake. I do not think we are ever going to get competitive with the States, given that
we are not requiring anyone to pay anything up front. That is a big issue.

Response: Margaret Hodge MBE MP
We are travelling on a journey, and I think the propositions in the white paper – I agree
with Nick – are indeed the beginnings of quite a radical redistribution.

It is true that in the ideal of ideal worlds we should have absolutely free education and 
all maintenance paid for any individual right through their lifetime, even to the adult 
students that Ross talked about, coming in whenever they want to touch education. None
of us has talked about further education, where everybody has been paying for ever and
never had any grants either towards the cost of the tuition. We should have it for ever.

How, as minister for higher education, could I have the greatest impact on changing 
children’s life chances so that we get a more inclusive society where young people can
develop their potential? I would shove absolutely zillions into under-fives. If I was being
totally brave, and totally redistributive, I would not fiddle around with a bit more grant
here and a bit less grant there, and a bit of fee up front, and a bit of fee to pay back after
you have graduated – I would shovel it in at the start. That would alter people’s life
chances more than anything else we could do.
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However, I am being a pragmatist and living in the real world. And I think we have not
done a bad job in getting money into our universities, because we need them both for
research and inclusion, and in trying to get a fair distribution of who pays, when. And 
I hope to convince you that we have created for ourselves a mechanism, in the way that
we have introduced the concept of variable fees, which challenges much of the social 
elitism which has bedevilled higher education. 

We are saying to institutions that if you want to go down that route – seek greater 
freedom, get more income, push yourselves away from the dependence on the state – if
you want to do that, there is a deal to be done, there is a social contract to be delivered.
The contract is that you become cleverer and better at hunting out the brightest and the
best and giving them the opportunity to come there. 

Now, we will do what we can to support that with our grants, which could have been 
better, with what we are going to do in bursaries, which could have been more generous,
with perhaps a more even redistributive mechanism, which would have charged every-
body who went to a private school zillions before they even touch university.

However, we will be opening opportunity in what we are doing. If we had stood still; if we
had just shovelled a little bit more right across the system; if we had just taken the 6%
that the Chancellor gave us each year and put a little bit more into research, teaching,
grants, and creating a few more places; then we would not be setting the framework and
the basis for really ensuring not only that our universities prosper and therefore play their
key role in the economy, but also that we start ensuring a fair access based on academic
excellence, and not the social elitism which underpinned where we started from.
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Introductions
Wilf Stevenson, Director of the Smith Institute

Welcome to the third seminar in our series on higher education, which we are doing in
co-operation with the Higher Education Policy Institute. I am very pleased to welcome
their director, Bahram Bekhradnia, to say a few words by way of introduction.

Bahram Bekhradnia, Director, Higher Education Policy Institute

The Smith Institute is a well-established think tank; HEPI is a new think tank, devoted
solely to higher education. Our job, perhaps belatedly, is to try and ensure that higher 
education policy making takes more account of the evidence and the knowledge that
exists around these questions. This seminar is an event where we try and bring together
those that know a little bit about the topic with those who ought to know more.

Higher education has been coming out of its shell, if it was ever there. People do not talk
very much about “ivory towers” any more. And the nature of the interactions between
higher education, industry and the wider world are highly varied, ranging from basic-level
research right through to the expertise that we can bring into public policy making. Those
are some of the issues we will be covering in this seminar.

Wilf Stevenson
I read the white paper again last night, and in the chapter on knowledge transfer I was
struck at how wide and diverse the issues are. It says: “Universities and colleges are 
key drivers for their regions, both economically and in terms of the social and cultural 
contributions they make to communities.” It goes on to say that “economic competitiveness
and improvements in our quality of life depend on knowledge sharing between business
and higher education”, and it is that way round – business and higher education. 

It says: “To improve links, institutions should increasingly be embedded in their regional
economies and closely linked with the emerging agendas of the regional development
agencies.” And it goes on: “There are no simple models about how you do this.” The 
models are variable, depending on which mission the institution concerned is involved 
in, whether they were talking about research or knowledge transfer, whether the mode is
consultancy, a spin-off company, or another formation. There is also, importantly, a lot
about skills transfer, including foundation degrees but also employment-based learning
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such as the National Health Service University.

So, there is a wide range of issues. The end of the white paper mentions that the Treasury
has already started to think about this, and has invited Richard Lambert to look at the 
way in which higher education works with business, and with particular reference to 
innovation.

We are delighted that Richard is here to share some of his emerging thinking. Sir David
Watson will respond from the university side; and Sir Howard Bernstein from, as it were,
outside the fence, looking in. 



Presentation
Richard Lambert, Author, Lambert Review of Business-University
Collaboration

I and my colleagues, Nicki Cleal and Tom Orlik, aim to publish next month a summary of
the issues raised by hundreds of written submissions and scores of interesting interviews
we have undertaken over the last few months.3 I do not want to try and anticipate that
process this morning; instead I would like to stand back from the coalface and talk about
some of the issues that have struck me, as an outsider coming to this sector, in the past
few months. 

Firstly, I have been impressed by the university side of the business-university interface.
Obviously there is an enormous list of things to be done – and I will talk in a moment
about some of the problems concerning intellectual property, technology transfer, some
of the regional issues and the rest – and equally obviously the picture is very mixed. Some
universities are doing a stellar job for their regional and national economies; some seem
to be going through the motions. 

But taken as a whole, there is clear evidence of a change in culture over the past dozen
years. Academics and universities have broadened their horizons. Of course, they are not
in the business for the benefit of the British venture capital industry, or to provide cheap
research for business, but they do increasingly recognise their role in disseminating 
knowledge, as well as creating and accumulating it. The data shows a growing willingness
to collaborate and share ideas with the business sector.

The business side of the story is in some respects less impressive. If you take out the 
pharmaceutical and defence sectors, you find depressingly few research-led businesses 
in the UK. A lot of big corporate labs have closed down in the last decade, making the 
potential role of universities even more important; and some big companies which used
to be very important in research and development have, to put it politely, lost their way.

Changing structures in a number of sectors have shifted research efforts out of the company,
and sometimes out of the UK – I am thinking there perhaps of telecommunications, where
BT used to do the work which is now being done by its equivalent suppliers. 
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The UK economy has a high proportion of relatively low-tech service companies that are
brilliantly successful – a giant business like Tesco has almost no connections with the
research universities. And we have a lot of micro-companies which do not tend to get
stuck into this stuff. As one vice-chancellor put it to me recently: “The problem we face 
is a lack of intelligent demand from business.”

Bridging the gap with business
So let’s talk about some of the bridges that are being built between universities and 
businesses. Compared with their US cousins, British universities are neophytes when it
comes to new technology transfer. For instance, the University of Wisconsin’s technology
transfer side started in 1926, and will generate this year around $44 million of licence fee
income for the university.

Although pretty well all UK universities now have some such offices in one form or another,
the picture and performance is mixed. Some are obviously pie-hot; others seem to be
uncertain about their mission, or have failed to win the trust of their academic colleagues,
which is absolutely vital for success in this area.

There seems to be a real shortage of skills in technology transfer. Hot-shot lawyers and
technology people can earn a lot more in the private sector. There is also a risk that some
technology transfer offices are trying too hard, and in a bid to cover their overheads they
may be getting too ambitious in pricing their intellectual property. Of course companies
are going to tell you that side of the story, but there is evidence in one or two cases of
perfectly good ideas not going through because the universities were over-ambitious
about their intellectual property.

It is generally agreed that there has been too much emphasis on spin-outs in recent years,
as opposed to licensing and other forms of collaborative arrangements. The government
support for spin-outs has helped to create the culture change which is visible in so many
universities. But spin-outs take a lot of time and effort for what they produce; and a lot
of them are certain to go bust in the next year, given the current financial climate.

People at the University of Wisconsin, which is one of the top five US research universities,
told me that the reason for doing spin-outs, from their point of view, was to create jobs,
not to make money for the university. They said their rule of thumb was that zero 
spin-outs a year was too few, and seven was too many. This is an institution with revenues
of $1.6 billion a year, and if you use that as a benchmark it is clear that some British 
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universities have gone too far down this line.

Then there is the question of who owns the intellectual property. We found no consensus
about whether the UK needs something like the US Bayh-Dole Act, which says that 
intellectual property and federally funded research should belong to the universities.
Basically, small companies like the idea; big ones here say they would leave the country
tomorrow if anything like that was introduced. I do not believe that, by the way.

But there is clearly a troubling lack of clarity about the ownership of intellectual property
in this country, and that acts as a barrier to the smooth interface between business and
the universities. 

At the last seminar, Mrs Hodge said most forcefully that we have to get out of the idea
that a university education is about a traditional BA Hons degree, and I am sure she is
right. The skills councils obviously have an important part to play in helping to develop ideas
for foundation degrees, although their coverage of the economic scene is not complete. 

What role will business play in this? Business is always moaning about the lack of 
business savvy in the graduates they recruit. They now have a chance to do something
about it. Will they?

Our little team is also thinking about funding and incentives, and here we have lots of
questions. Let me throw up a few of them. How do you allocate third-stream funding, and
how do you measure its returns? Does England have lessons to learn from Scotland, which
is seeking to mainstream its third-stream finance? How effective are the Department of
Trade & Industry schemes? I have heard lots of moaning from universities that there are
too many small pots of money and not enough consistency. Is that fair? Is the research
and development tax credit any more than a token gesture, a gesture introduced to keep
big companies sweet because it is available elsewhere in Europe?

Then we get on to the big ones. As an outsider, it seems to me that the Research
Assessment Exercise was initially a brilliant wake-up call for sleepy academics around the
country, but has it all now turned into an over-complex game, and does it send the right
signals to academics when it comes to collaboration? 

Finally in this list, are the research councils doing enough to recognise that multidisciplinarity
is the key to research in the 21st century? In this context, there is a heartening piece in
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today’s Financial Times, about the Medical Research Council’s role in building global 
collaboration for stem cell research.

University governance
I have also been asked to look at the thorny question of university governance. The 
relevance is this: universities are unlikely to have a dynamic relationship with different
communities unless they themselves are dynamic institutions. I quickly discovered that in
this respect universities have to be divided into at least three boxes: Oxbridge, the post-
1992s, and the rest.

The challenge with Oxbridge, and more particularly Cambridge, is this: How far can you
modernise its ancient formula without threatening the culture which makes it a world-
class institution? But if you do not modernise the formula, will it remain a world-class
institution?

Leaving that aside, a number of points have struck me as I visited universities. Firstly, many
of these institutions have developed over the last 20 years into what is often by far the
most important economic entity in their city. They have modernised their governance
bodies over the period, especially post-Dearing, but have they gone far enough? Lord
Dearing will tell us his views on that, I hope. 

Universities by any standards, particularly business standards, still have enormous 
governing councils run on a pro bono basis. Is that good enough? A number of vice-
chancellors have told me that this is a red herring. They can very happily work their way
around the system, but might it be better to look for a new system?

It is great that Sir Howard is here to tell us about the Manchester experience, because
there is an opportunity to create something really new and important, both in terms of 
a higher education institution with almost a clean sheet to start with, and a city which is on
the up and has a chance to play not only a national but a global role as a great university.

What has surprised me most of all in my discussions has been the mood of many of the
vice-chancellors I have met. I had thought they would be a rather cheery group, given that
they have had more generous funding settlements in the past years and that kind of thing. 
On the contrary, they are not cheery at all. They seem fed up, edgy, unwilling to put their
head above the precipice. They feel unloved and under-appreciated, and the reasons 
are pretty clear why.
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Our universities are all undercapitalised. A margin of about 1% on revenues makes the 
difference between success or the opposite of success. On the margin, which is where it
counts, their revenues are hypothecated under whole streams of directives. And what can
look like a marginal change to the national numbers turns out to be close to life or death
for the individual institution. 

There are real signs here of what you might call a dependency culture. One vice-chancellor
told me that he welcomed a particular Higher Education Funding Council for England 
ruling because it enabled him to force through something that his colleagues would not
otherwise accept. That is what factory managers used to say in the Soviet Union.

Conclusion
What would the universities have to do individually to earn the trust of the government
and the funders? Is it possible to come up with some kind of performance indicators
which would allow you to say that if your university can meet these benchmarks, then you
deserve to be trusted, trusted enough to have more freedom to take risks and to be a bit
more entrepreneurial?

If we want our universities to be more creative, to play their full part in the regional and
national economy, to open their doors to a not very innovative business sector, then we
are going to have to find ways of giving them a little more room for manoeuvre.
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Presentation
Professor Sir David Watson, Vice-chancellor, University of Brighton

We are here primarily to talk about Richard’s review, and it has been very interesting to
get this initial overview. Interestingly, the white paper has led the witness to a certain
extent, by announcing that this review will “also ask the business sector for its views on
the present governance, management, and leadership arrangements in universities and
their effectiveness”. So that is the problem, then.

But rather than rising to this bait, and saying, as one vice-chancellor, “We’ve got the 
verdict, now what’s the sentence?” I’m going to interject an alternative, overarching 
perspective. In my view, what we should really be talking about – and here I echo what
Richard has said – is restoring a sense of shared social and public purpose to the higher
education enterprise, and it is in the interest of UK business to help us to do that. To make
that case, I want to put down some initial markers in four areas.

Four key areas: history, politics, economics and society
The first area is the historical. It is very important to note that UK universities distinctively
come out of a tradition of civic engagement, including economic and societal development.
There are examples of that in ancient, Victorian and modern universities. So looking to
universities in this way is not new.

Some aspects of the politics are, however, newish. In short, universities, despite their 
formal autonomy, are as much a victim of the Thatcher triangle as any other component
of what is now called the audit society. In the good old, bad old days, progress in social
policy was a simpler affair. Pressure on politicians led them either to invest or not to invest
in public services, for which they more or less took responsibility. Mrs Thatcher essentially
replaced this unidirectional tendency with a much more complex triangle, distancing the
politicians from both the services and a new class of stakeholders. 

Under these conditions, unambiguously adopted by the present government, the most
common outcome is when the government and the stakeholders, two of the three corners,
gang up on the third – the public-sector provider. To take an example, Alison Woolf’s
recent Does Education Matter? exposes the role of the Confederation of British Industry
in the great NVQ debacle, where many NVQs were created that no students took. 

To be a proper stakeholder, you have to put some investment at risk. If you do not, it is all
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too easy to fulfil the public-sector manager’s stereotype of a stakeholder as, I quote,
“someone who can do you harm”.

Meanwhile on the economic front, there are some internationally validated benchmarks
which are highly relevant here. For example, there are apparently iron laws which determine
the proportion of business support that universities can expect for research. All around 
the world it operates in a band of 9-15%, regardless of contextual features such as tax
systems. The UK falls comfortably towards the top end of this range, with about 12% of
our research income coming from business. 

Our real problem is falling behind on the public investment. As the DTI has recently 
confessed, and as is shown in figure 1, the UK in the recent past has invested much less
money into research and development than most other advanced economies. 

Figure 1: Public-sector spending on research and development

To take another law, no system seems able to break out of a straitjacket of university
research income from spin-outs of 1-3%. Wisconsin comfortably falls within that band,
as do the Massachusetts Institute of Technology and Stanford.

Nor are these comparisons valuable solely in the economic area. In terms of the social
benefits of university education, there is now large-scale robust evidence that participation
in higher education continues to pay dividends in personal and social terms. I would refer
people to the pioneering work of the Wider Benefits of Learning Group at the Institute 
of Education.
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Comparing our student population with the rest of the European Union, we have the
highest proportion of part-time students; the highest average age of participants; the
highest proportion of students with disabilities; and the second highest percentage of
students from lower socioeconomic backgrounds, after Finland. That overall performance
should be of more interest to business than it is. In short, we have a collective interest in
a more democratic and diverse system. Empirically it can be demonstrated as creating a
more effective workforce, as well as more engaged citizens.

Co-operation
I make these introductory points because I feel that the tone or mood of the discussion is
vital, and Richard has hinted at this as well. To a certain extent it has gone wrong. There
are too many interested groups and subgroups going round saying of the others, “Why
won’t they behave? Why won’t they do as we expect them to do?” and meanwhile among
the big guns there is an atmosphere that suggests: “In the red corner the CBI; and in the
blue corner Universities UK.” Perhaps it should be the other way round!

The CBI, for example, has aggressively set out its stall in terms of a deficit model of 
university performance. UUK concedes that in several areas, notably relationship 
management, it’s a “fair cop”. Higher education does need to put its own house in order
in terms of internal strategic alliances, and in terms of responsiveness to the real needs of
21st-century students. We certainly have not adapted our offer as smoothly and creatively
as we should in the face of student demand for subjects, or for style and mode of learning.
Ironically, this is because we have sometimes listened too hard to groups like the CBI. 

But these deficiencies do need to be set in the context of several major assets which the
university side brings to the partnership that Richard has described, and which can easily
be overlooked. These are sometimes features that the business or industrial partner finds
it harder to deliver. They include, first of all, steadiness and the willingness to engage over
the medium term. It is very rarely the university partner who pulls out of a done deal in
this area.

A second asset is a collective sense of public responsibility, especially to employment 
in the public service. You do not see universities abandoning areas like initial teacher 
education or nursing, even when all the economic indicators would suggest they should.

Other assets are high levels of probity and corporate social responsibility; good-quality
documentation and evaluation, and hence capacity to pass on experience in outcomes;

T H E S M I T H I N S T I T U T E

79



and, when the resources are made available (and that is a very critical “if”) there are 
examples of very rapid and imaginative response to business need.

Meanwhile, I would suggest, universities need to generate some similar expectations of
their own. They ought to be able to require of the business side of this partnership, first
of all, similar levels of honesty and self-criticism about their performance. One example 
is in overcoming the discrimination in initial employment of graduates that has been
ruthlessly exposed by the expansion of the system. As the higher education system has
become more diverse, the Council for Industry & Higher Education and others have
demonstrated that very traditional patterns of recruitment are taking place. I suspect,
incidentally, that that is more the result of laziness than class warfare or malice.

Another example is detailed, forward-looking engagement with universities on the skills
and labour market agenda. Figure 2 shows a chart from a recent bestseller in the United
States – Richard Florida’s book, The Rise of the Creative Class. It demonstrates that the real
growth in employment, certainly in the American system, is in the service economy and,
critically for wealth generation, in the creative industries. You do not often get the big
beasts of the CBI talking about the needs of either the service industries or the necessarily
much smaller and much more fluid creative industries, but that is where the system is
going and many students understand it. That is where golf course management and media
studies plot on to the requirements of the 21st-century economy.

Finally, universities should require businesses to participate in projects on the basis of real
investment, not just assumptions about what has already been paid for through the tax
base. While I am on this rant, it is worth noting that the CBI is silent about the 24% of
16- to 18-year-olds who are not in either education, employment or training; the balance
of the quarter of a million who are in work receive no training at all. Sixteen-year-olds are
coming out of school into employment and then receiving no training. For most of our
Continental European neighbours, that would be illegal. The CBI are also silent about the
73% of British citizens who, according to MORI, believe that industry and commerce do
not pay sufficient attention to their social responsibilities.

Moving forward
Finally, we are in this together. How do we go forward positively? I would like to suggest
at least three corrective steers to the way that the debate is currently progressing.
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Figure 2: The US class structure, 1900-99

First, we need to recognise that the question should be about values. In the social and 
economic conditions of the 21st century it is increasingly important for universities and
for business to work together in a productive, responsible and mutually respectful way. 
If we are going to recreate trust, we need business on our side, and not on the other side.

Secondly, we need to restore some steadiness to the policy framework. There has been too
much chasing of short-term gain, and I would very much echo Richard’s point about 
trying too hard to validate it. For instance, the recent Higher Education Funding Council
for England higher education business interaction survey for 2000/01 exposes a very 
dangerous tendency for increases in activity to run ahead of increases in income and
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return. To put the point crudely, at the behest of government and other stakeholders we
have been so feverishly spinning out companies, registering intellectual property, appointing
business liaison officers and the like, that the rate of return on the investment is dropping.
The comparative perspective, to go back to benchmarking, is vital. On many of these
process indicators we are now ahead of the United States, but the actual returns are 
significantly lower. 

A second example: Why has it been necessary to rebadge easily the most successful SME-
university initiative of the past 15 years, the Teaching Company Scheme, as Knowledge
Transfer Partnerships? KTP sounds like a brand of nut.

We do need to tell the truth about university leadership and management. Brittle 
entrepreneurship or entrepreneurialism at the chief executive level has occasionally been
more disastrous than effective. Burton Clark famously said: “Universities are too bottom-
heavy, too resistant from the bottom up for tycoons to dominate for very long.” This is
quite a different matter from fostering entrepreneurialism and innovation at appropriate
levels within the organisation. I still believe in the formulation by Eric Ashby that the 
best higher education leadership is by stealth. I submit that a lot less progress is made 
by celebrity vice-chancellors than by careful, low-key interventions, such as creative, 
temporary cross-subsidy.

Conclusion
Putting that all together, and given an appropriately calm approach from both sides, there
is both a business and a social case for supporting further higher education expansion. 
The business case is admirably summed up in the very recent DTI paper on UK competi-
tiveness, Moving to the Next Stage, in which Michael Porter of the Harvard Business
School talks about aspects of industrial policy, like deregulation and privatisation, which
are now running into diminishing returns. Instead, he says, we need an approach based on
building capacity, especially in improving skills, stimulating innovation and fostering
enterprise. Universities and colleges are poised to pay their part in this. To do so they must
certainly be allowed to continue to expand, to diversify rather than be forced back into
traditional boxes, and to play their role in overcoming social polarisation. All those are a
part of the proud tradition of higher education as civic engagement.
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Presentation
Sir Howard Bernstein, Chief Executive, Manchester City Council

This seminar comes at a good time, since we are launching a major initiative in
Manchester and the surrounding region which we believe is crucial to the national 
economic interest. I will say a little more about that later. I will also outline some of my
initial observations on the preliminary findings which are emerging from Richard’s review. 

First, however, it is important that we remind ourselves of the overarching context for this
discussion. The acquisition of knowledge, skills, qualifications, and new experiences quite
rightly enrich and enhance individuals. But ultimately this cannot be the sole purpose of
universities, because along with all our other providers of higher and further education,
universities do not exist in a vacuum. Their fundamental purpose must be to support and
underpin the UK economy by carrying out the world-class, cutting-edge research which
will increasingly drive and differentiate advanced economies, by educating, nurturing and
equipping our future workforce with the skills that will enable the nation to compete
effectively at every level. It is also crucial that universities act as integral components 
of the localities in which they are based through vital and dynamic linkages to local 
businesses, local communities, local authorities, and all other key local stakeholders. 
The ability to carry out first-rate, cutting-edge research is not an end in itself. 

Reducing regional differences
The concentration of universities in the South East – the golden triangle – acts as a magnet
for investors in London, for the best academics, the best students, and the professional
sectors, which are supported by new, smart manufacturing and a vibrant micro-sector of
service industries. It is these factors, taken together, that make London and the South East
one of the key economic drivers for the nation.

But we believe the UK needs more than one concentration of world-class universities 
if it is to continue to compete against other advanced nations. We believe that our 
major regional universities have the potential to boost regional and national economic 
performance in exactly the same way that Oxford and Cambridge, for example, have for
London and the South East. 

Government now has a real opportunity, by unlocking and harnessing the potential of
universities across the nation, to take crucial step changes in the reduction of regional
economic differences. We know that successful global economies are characterised not
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only by a strong knowledge base, but also by a world-class skills base within their 
workforces. We also know that the UK has still to maximise the opportunities to deliver
the radical improvement in educational attainment and vocational skills that is required
to improve the long-term competitiveness of the nation. 

The pressing need to transform the skills base of the UK is vital, not only in the national
economic interest to unlock the potential of our key economic assets, but also to ensure
that our residents and communities can share in our future economic success.

The nation’s universities are critical to delivering the UK’s skills and economic growth
agenda, and I hope the findings of Richard’s review and the forthcoming skills white paper
will help to focus the synergies, strategies and resources of national, regional and local
agencies. That will enable them to target their activities where learning and skills deficits
are most acute, and where their potential impact will be greatest. Secondly, they can then
respond to the actual skill demands of the economy, and not the funding requirements of
higher education or further-education providers, or other learning suppliers. Finally, they
can ally their actions with local strategies of national economic importance, such as the
Manchester Knowledge Capital initiative, which are geared to delivering the step change
in economic performance that the regions outside the South East, as well as the rest of
the country, so urgently require.

Universities as a force for good
My third point is perhaps the most critical. Truly successful universities are those that can
apply their academic excellence and knowledge to the reality of the marketplace, to do
business with local companies, to explore creative ways of working with local authorities
and other public-sector agencies, and to become a visible presence and force for good
within their local communities.

Too often in the UK, universities are islands of self-contained activity. Their full potential
and power, I believe, can only be realised by forging the mutually beneficial relationships
and linkages I have highlighted.

In Manchester we have long recognised the economic and social value of our universities,
and over the years we have established constructive and vibrant working relationships at
many different levels. These foundations have enabled us to build a pioneering, regionally
based partnership, which over the last 18 months has developed Manchester Knowledge
Capital as an initiative that is unique in the UK in systematically bringing together all 
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the critical strands I have outlined.

This ground-breaking programme is uniting Manchester’s powerful range of knowledge
assets, education and research, building upon the new consolidation of Manchester’s 
universities, our skills, our businesses and jobs, our dynamic urban environment, connectivity,
culture and diversity in pursuit of a shared objective to boost local, regional and national
competitiveness.

Manchester is determined to deliver on government targets for improved economic 
performance. Through knowledge capital, the city and the region is ready to bring about
increased investment, innovation in ways of working, and greater levels of technology
transfer. The result will be greater regional productivity, a fresh approach for other urban
centres to consider, increased prosperity, and a better quality of life for Manchester, the
North West and the UK.

I hope the position we have reached in Manchester provides some interesting perspectives
for the Lambert review. 

Conclusion
That brief summary might suggest that the path has been simple and quick. The reality, 
of course, has been very different. However, we have had the bold and creative civil 
leadership in the city; we have had enlightened vice-chancellors; and more recently a
receptive and highly focused regional development agency, which has enabled progress to
be strong and quick. But even so, and this is worth emphasising, these arrangements have
been undertaken on a purely voluntary basis. The process of breaking down the barriers
could have been properly assisted if a proportion of advanced technology institute funding
came from external agencies, such as local authorities and/or regional development 
agencies, which could be tied to a set of agreed objectives and targets of a kind I have
alluded to. Perhaps there is a debate to be had about this.
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Discussion

Professor Roderick Floud, Vice-chancellor, London Metropolitan University
I would like to ask Richard a question which is fundamental but has been dodged in a lot
of the discussion. Are the universities part of the public or the private sector?

Rt. Hon. Alan Howarth MP CBE, Former Minister for Higher Education
We need intelligent demand from government, as well as from the private sector, which 
I am sure Richard will not ignore. The government needs to be a good stakeholder. That
means understanding the full economic cost of research, and it means more consistency
in the funding regime. Although it has been much better in recent years, funding was
wildly unpredictable from year to year over a very long time, and I must acknowledge my
share of guilt in that respect.

Richard mentioned that among the industrial sectors that are relatively positive users of
research is defence, which reminded me that there is a colossal proportion of public
investment in science channelled through the Ministry of Defence. There is a particular
question there as to whether this important resource is really being used in the best 
interests of science. The problem may be that the interests of the MoD and of our national
defence differ from what might be argued to be the best interests of science. I remember
remarking to the chief scientific adviser how spectacular the performance of Patriot 
missiles was in the Gulf War, but he told me it was all based on 10- to 15-year-old 
science. The MoD budget is certainly a cuckoo in a nest which, as David mentioned, is all
too small a nest.

Professor Michael Scott. Principal and Chief Executive, North East Wales Institute of
Higher Education, and Advisory Board Member, HEPI
David talked about the way forward. I wonder whether the issue is also about looking 
forward. In North East Wales we have 98% employment, which is terrific, but we have also
got European enlargement coming along, and that is going to have a massive effect on
employment in North East Wales. In North West Wales we are going to lose Objective One
status, another massive influence that is going to affect us. 

What matters is not just the way forward but how we, as a university, look forward and
anticipate these policy issues.
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Incentives for research investment
Sir Gareth Roberts, President, Wolfson College, Oxford, and Advisory Board Member, HEPI
There was a commitment in the recent budget to try and improve investment in R&D in
this country up to 3%. I would like to ask the chief executives of companies, including
those from the cultural industries: what more can government do to incentivise companies
to invest in R&D? There have been significant tax incentives announced in the last year 
or two, changes in immigration laws, and so on, but what more can they do?

My second point relates to an interesting meeting of the Foundation of Science &
Technology about two weeks ago when Bill Harris, who looks after economic development
for Ireland, reported on the success of smaller countries – Finland, Singapore, Switzerland,
Ireland, and so on – which typically have a population of around the 6 million mark. They
are doing really well in terms of interactions between business, industry and universities.
So, clearly, one needs to think what, in England at least, is the appropriate unit to work with.

I used to be a member of the Yorkshire & Humber regional development agency, and I do
not think they have all the skills to tackle this problem. However, we could encourage
alliances such as the North West Science Council, a group where industry, business, 
universities and government get together. 

Response: Richard Lambert 
The public/private question goes to the heart of the debate. One way of thinking about 
it is to look at some of our great universities and ask: What would happen if they were 
privatised, if they became independent private institutions? Would there be public policy
questions raised by that? I come to the conclusion that there would. 

If there was no public intervention and universities were privatised, they would turn 
out to be liberal arts colleges after not too long. That would not be in the national or 
public interest. There are big public interest and public policy questions raised by the 
performance and outcomes of our universities. I do not worry too much about trying to
define exactly what sector they should go in, I just think that there is a public interest in
their running. And, of course, there is a lot of public finance being run through them,
which needs to be properly and prudently managed.

I don’t know if that is a satisfactory answer. If our universities were privatised, their 
character and personality would change in a way that I do not think would serve the
national interest, unless there was some other form of intervention.
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I certainly agree that the full economic cost of research should at least be understood. 
If universities want, having got the full economic cost, to negotiate around the margin,
then that is up to them. However, it is entirely unsatisfactory that some notional 
ratio would be used as a basis for deciding research funding. As I understand it, the 
transparency exercise is going to deal with that and make it appropriate. The basic point
is that the economic cost should be understood and charged.

The high proportion of defence research in the national cake is a weakness of the UK, 
not least because defence research tends to have very little commercial outcome. Being
so heavily biased in that direction diminishes the overall commercial outcomes of 
our research. Having said which, what is really striking if you visit universities is the 
importance and quality of the defence establishments within them – particularly Rolls-
Royce and, increasingly, British Aerospace. It reminds me of an chocolate factory or 
a sweetie factory, which I used to visit from time to time. You would see great lumps of 
peppermint being screwed up and thrown around, and then in the far corner there would
be shiny gleaming things behind glass walls with everybody wearing hats, and that would
be where they were making the Smarties for Marks & Spencer. 

So, in universities the defence establishments are very impressive, and the MoD, relative
to some government departments, pays a proper price for the work that it has done.

The question about incentives to get up to the 3% is a critical one, and I do not have a
good answer to it. What has struck me is that some of the most innovative and interesting
projects are not due to government funding at all. It has been to do with individual 
people who just happen to have been around, or knew somebody who knew somebody.
Before this seminar we were discussing the Sheffield example with Boeing, which was just
a couple of good people doing a good job making a connection. One of the problems in
the UK is that so many of our businesses do not have any connections with the university
sector. 

It would be a good idea to spend more time thinking how to get business people to walk
through the doors of our universities for their own benefit, rather than because of some
grant or incentive. How can we build the connections that one sees in places like Sheffield,
Loughborough and Nottingham, where there are alumni who happen to be working in
local businesses who like wandering in and out, where there are personal relationships on
which great things can get built? That is terribly important, especially in the context, 
as Sir David was saying, of a world in which creative industries are becoming more 
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important and employing more people, because it is quite difficult to reach them through
government schemes. 

If you look at the research intensity of the different parts of the British economy, you 
see very large sectors with very low research, and they tend to be mainly mature 
manufacturing sectors. Is it worth trying to incentivise those? Are cleverer and brighter
young people going to say: “I really want to get into the metallurgy business?” What 
is the future for them in this country? We have to find other ways of getting into 
creative, dynamic, new and growing industries, and that is as much to do with personal 
relationships as with DTI schemes.

Response: Professor Sir David Watson
The question of whether we are in the public or private sector leaves a very real ambiguity,
which can be played to the advantage of the sector. Vice-chancellors have oscillated
between feeling that their working conditions are more like being in the NHS in terms of
the degree of regulation and accountability, and, on the other hand, more like being in
British Aerospace, which you could define as a public-sector company in a sense because
of the proportion of money that it has to carry on public contracts. The position is that
we are private, autonomous corporations or chartered bodies, but we are heavily dependent
on public money. Now, that is an ambiguity that can be creative, and different institutions
go in different ways.

On Mike Scott’s question about looking forward: what is lacking in this highly pressured
sector is thinking time, the response time that you need in order to assess risks and pick
up potential responses to new challenges. The last thing we need is a very rigid five-year
formal plan that relates to what will be huge uncertainties about the effect of European
legislation, and European enlargement, and so on.

My sermon was really about how we create the conditions in which universities can be a
bit fleeter of foot, take a few more risks. That goes to the question of governance.

We had a 10-year party the other day for our Teaching Company Centre, which was one
of the first in the country. We brought back representatives of the companies and the
associates and the academics who had participated in 60 successful teaching company
projects, with an enormous effect on the bottom line of some small and quite flexible
industries, especially in the creative and software development sectors.
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They all said: “Why on earth are you rebranding this now?” Here is an example of 
something that puts together university assets, DTI interests and research councils. They
got the proportions just about right, and all of a sudden we have had to throw it all up in
the air and come up with new logos, new procedures, and so on. There is something that
is paradoxical about combining steadiness with flexibility and responsiveness, and we have
not got the mix right in terms of this particular interface. 

Response: Sir Howard Bernstein
On the point about research and development: one of the statistics that was shown 
earlier (see figure 1) on public-sector investment in R&D was pretty horrifying. It becomes
even more horrifying when you look in places like Yorkshire and the North West and the
North of England: less than 5% of our total research and development activities is taking
place in the northern regions. Much of the work that we have been doing over the past
three to five years, particularly on the North West Science Council, has effectively been to
create a focus of credibility that this is an attraction for investment in R&D.

Whatever sort of ideas one can come up with about how to facilitate investment from 
different sectors of the community, fundamentally what there needs to be – and we are
still a long way from it now – is an alignment of strategic objectives that ties in our issue
of education and economics. We have currently almost got three different policies. At a
regional level, some of the policies are informed, and some perhaps less informed. We
have policies at a national level, and I do not believe they are properly and thoroughly
integrated. We have made a suggestion about a competitive fund which we believe 
the big cities should be able to access, and we are working with the Treasury on some 
of the details of what that might pay. But until you get a proper alignment of strategic 
objectives and capacity, those sorts of initiatives, in my opinion, are not going to achieve
their full potential.

Wilf Stevenson
Gareth made the point about the small countries being more effective in terms of the 
networks and everything else. Is that something that you have picked up in the North
West? Is the science council model a way forward on that?

Response: Sir Howard Bernstein
I think it is a way forward. I do not think it is the panacea, let me make that very clear,
but in terms of improving our own performance, I think it has taken us a long way 
forward, yes.
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Engaging with industry
Martin Hall, Managing Consultant, Retail Education Partnerships
Richard Lambert asked how we can get more business people to walk through the doors
of our universities, and then went on quite rightly to talk about the very large sectors with
low knowledge requirements – retail, service industries, leisure, hospitality, tourism, etc. 
As a member of an advisory board for a business school in Manchester, I would respond
that the real challenge is how we get more university people walking through the doors
of business. That is absolutely crucial. 

There has been an impression given that it is for business to come to universities. 
I passionately believe that universities have got to go out and join in partnerships with
people in the workplace, because if we are going to increase the economic competitiveness
of this country, it is the knowledge growth of people who are working in these new 
industries, and how to develop and exploit that, which this whole business is all about.

Dr David Halpern, Strategy Unit, Cabinet Office
We obviously think this is a very important area, and we keep a watching brief on it.

Richard mentioned the issue of metrics, particularly in the context of the R&D. We have
to develop some kind of metric for stream-based funding, which is not subject to the
same bidding that we have now. We have to make a move on it, even though there is
resistance from a number of quarters.

Are RDAs a red herring or are they absolutely key to this? Or if we start using the RDAs 
as a major instrument, will we just get zero-sum competition across the UK?

And finally, the question that may be the biggest of all is whether the UK government has
to start doing more of what the US does and, without quite picking winners, to say we are
going to have to invest $1.8 billion in, say, hydrogen fuel cells, and put substantial sums
into relatively applied areas which will yield a mix of public and private returns. Our
research councils do not want to do that kind of thing at the moment. The tax credit is too
weak an instrument, so do we just have to be more decisive about it and go that route?

Dr Dougal Goodman, Director, Foundation for Science & Technology
I would like to talk about a project that I have been running for the last four years with
the insurance industry. The insurance industry represents about 8% of GDP and is one 
of the leaders in the service sector.
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Our project started with the DTI but was moved to the Treasury because the DTI lost
responsibility for the financial services, so this is a Treasury-funded project. The Treasury
told me: “We would not normally support projects like this, but because you are already
supported we will continue.” 

We have spent £1 million promoting within the insurance industry the benefits of R&D. 
I insisted at the beginning of that project that we should spend about one-fifth of the
funding not on projects but on facilitation within companies. We have engaged seven
insurance companies and facilitated debate within those companies to persuade them to
articulate their needs and then look to the best place in the UK – not in the region, but in
the UK – where the science base could deliver against those needs. Unless one creates the
pull from those industries to the universities, there will never be the transfer of knowledge
from the university into the service sectors.

When I first started, none of the companies had a clear R&D strategy. If you go to 
aerospace or pharmaceuticals, of course they have those in place, but if you go to some
sectors of the UK they have not even begun to think about what their R&D needs are.
Money needs to be spent on facilitating that internal debate within those companies
before you can even begin to have a dialogue with the university sector.

Geoffrey Crossick, Chief Executive, Arts & Humanities Research Board
I would like to reflect for a moment on Richard Lambert’s point about specific implications
of the development of the creative industries and the knowledge economy.

The whole model of R&D which lies behind some of the discussion, and which we are finding
dissatisfaction with, is one based on very different research needs and different kinds of
business organisation. If the knowledge economy, of which the creative industry is just
one part, is a major economic force for the future, then it is one in which, unlike Patriot
missiles in defence, not 15-year-old technology but very up-to-date research is needed.
At the moment that research is primarily going on in higher education.

So the interaction between higher education institutions and businesses in the knowledge
economy is absolutely crucial for the future. That is made difficult – and perhaps this creates
the need for a new model – because much of the scale of enterprises in the knowledge
economy is much smaller. The enterprises are often very volatile, with businesses reforming
and being created; and often many of the strongest businesses just have one or two 
people with some money and ideas. That does suggest the need for a new model.
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In terms of the ability of industry to engage with higher education, I want to cite the
example of the Creative Industries Higher Education Forum, established by the
Department for Culture, Media & Sport and Universities UK to try and create those 
interactions. It made remarkably little progress until it began to set up some subgroups to
try and take the agenda forward. The Arts & Humanities Research Board has offered to
take complete responsibility for the research and knowledge transfer subgroup. We have
not made any progress in recent months because there are three subgroups to be set up,
two of them being headed up by people from the higher education sector. The DCMS 
quite rightly felt that somebody from the business sector was needed to head up one 
of the three, but they cannot find anybody from the business sector to chair one of the
three subgroups in an area where research and higher education links are absolutely 
fundamental.

So, there is a need for new models of interaction, and I hope that will come out of
Richard’s report.

David Rendel MP, Liberal Democrat Spokesperson on Higher Education
Almost all the discussion until now has been on the question of the interaction between
university research and business, but of course universities have been traditionally
involved in two activities: research and teaching. Does the panel feel that the business
sector ought to be getting involved in potentially funding some of the more educational
teaching and training aspects of universities, rather than purely research, particularly now
we are told that some universities in the future will not have a research side?

Response: Sir Howard Bernstein
On the issue of research and development: the models that worked in Manchester or the
wider northern areas are not necessarily the models that will work in other parts of the
country. At the end of the day, the reasons why many of those models work are about
people. 

What we would be particularly keen to address, as part of a future debate, would be the
extent to which regional development agencies and local authorities per se – while not
interfering in the way in which universities operate but by establishing clear funding lines
and agreements – could influence some of the outputs which universities need, and 
influence other agencies to help them perform. That would help in breaking down 
barriers and encouraging greater progress on a whole range of different fronts.
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On another point: it is clear that a vast, wide-ranging amount of research is needed in the
different sectors. One of the initiatives we are working on with our higher education 
institutions in Manchester is fashion collections around textiles. Our vice-chancellors 
provide much impetus in the development and the creative development of those sorts 
of initiatives, because that helps us to ensure that there are proper linkages in the 
development and creativity of those particular initiatives.

Response: Professor Sir David Watson
On the role of RDAs: there are several things for us to avoid if we can, one of which 
I would call “toxic regionalism”. There is a tendency for services like higher education to 
be assessed on a regional basis. Every region looks at where it is supported above the 
average and makes the case; and looks at where it is supported below the average and
says it was robbed. There is a very crude zero-sum game, as David identified, that is rolling
around a number of these questions at the moment.

We need to elevate the question of regional competitiveness – and that relates to small
countries as well – to the question of competitive with whom. Not competition between
the North West and the South East, but competition with Bavaria, for example. We do not
need the inward investment policies that have moved a few cutting-edge small electronic
firms two or three times around the country, as better deals have been dreamed up by
regional groups. 

The RDA role in higher education has to be appropriately calibrated so that the RDAs do
have an impact where they can add value, but do not – as the white paper, I’m afraid,
opens up – have a kind of universal role, especially in areas where they may not be well
qualified, such as on skills and on student demand.

On David’s point about teaching versus research: my presentation was driven in one
respect by this very important issue about trusting students. Students have got a very
canny sense of where a lot of these things are going, and if you reverse engineer and look
at where the students have been, often against the wishes of their elders and betters, they
have picked up a lot of these new directions.

For instance, Alex Broers at Cambridge talks about the narrowness of some of the 
professional formation in engineering. The bright people in his institution are interested
not just in technical education, but in business, in the life sciences, in the cultural aspects
of where companies might go. They are highly entrepreneurial; and they will not see this
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entrepreneurialism being well served just by taking, for example, a particular chartered
course. 

Fashion textiles is another very good example. The course at my university, Fashion Textiles
with Business, lasts four years, including two periods of six months in industry, one at
home, one abroad. The government’s paper on the regulator and access could be taken as
suggesting that a student would have been better served reading History of Art at Bristol.
It does not compute. There is something here about responsiveness and going with the
flow of what the system wants, and that does put together research and development.

If we reverse engineer on picking winners, it would not have been hydrogen cells that we
invested in 10 years ago, it would have been computer games. We have probably missed
it now, and we had a potential international lead on some aspects of software engineering
for computer games.

Now that the dialogue about the creative industries has moved above the radar, we will
be less likely to miss that kind of opportunity in the future. But my general point is that
we need to create the circumstances for much more responsiveness and fluidity, rather
than coming up with big, structural solutions that will put it all right.

On the question of getting academic staff into the business world: as I said in my 
presentation, relationship management is one of the things that we are weakest at. For
example, a university will often relate with a complex company at different levels and in
different ways, but we do not join it up from our side as well as we ought to.

There are some things that work, and the Teaching Company Centre, to which I alluded
earlier, was very good. It has brought lots of academics out of the laboratory into 
companies, and into small companies in particular. 

The other issue is work-based learning for students. In relation to service management
and, for example, hospitality and tourism, it is vitally important that students get cutting-
edge experience in companies. Ironically, you then get the staff following the students in
understanding what is really going on in these companies. 

But all of these things have to be appropriately funded if we are to do them well, and 
I think Richard’s fundamental point about the margins and the restrictions on expenditure
is a real brake on getting a lot of these things right.
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Response: Richard Lambert
There are too many universities saying, “If only businesses understood us everything would
be fine,” and too many businesses saying, “If only universities were more like us, everything
would be fine.” The fact is that good universities are reaching out to their local economies
and national economies; and smart companies are getting stuck into the university 
system. One of the goals in our report will be to identify some of those and tell stories
about how it can work and what a difference it can make, both to the university and to
the business sector. There are plenty of good stories around, so that’s a useful purpose 
we can serve.

Regional considerations
On the question of the RDAs: clearly they have an important part to play, and particularly
in Manchester. I would probably be right in saying that that merger would not be taking
place if it were not for the bold support of the RDA. But it seems to me that it is a very
mixed story, and that some RDAs have a much clearer sense of identity and mission than
others do. You hear both business people and academics saying: “Our RDA is completely
hopeless; they no longer understand us; they may as well be in outer space.” That is 
irritating, because these things have got to work. This is an opportunity for a more
dynamic regional engagement, and if people are going to be snooty about it, they only
have themselves to blame if it does not deliver. As Manchester shows, there is scope for
delivering things.

On the question of metrics and so forth: I worry that the Research Assessment Exercise is
getting too much into angels on a pinhead, and I wonder whether there would not be a
way of making bids for research funding in a slightly different way.

I certainly do not think, however, that it would be a good idea for the government to be
the winner picker. I would give you any odds that they would not have come up with the
games-playing industry if they had been asked to do it 10 years ago. If one is going to try
and get the concentration of resources that one needs for big science, it is going to have
to be a combination of clever people with ideas in universities and businesses coming
together to go for the big schemes, and then to have government championing and 
supporting them, as we hope the stem cell story might turn out.

As for business’s role in shaping the teaching side, that is a great question. I am not sure
what the answer is. I certainly feel that as foundation degrees are developed, which they
are clearly going to be, business has an interest in engaging in that and in making the
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degree courses relevant to their needs. Business can play a role by putting their own 
people and their own kit into the teaching side, and through that they get both talent-
spotting and skill-showing opportunities. Whether they should also be funding it, I do 
not know.

Lord Oxburgh, Science & Technology Select Committee
If Richard thinks the universities show a dependency culture today, and I am sure he is
right, then you should have seen them 10 years ago.

As part of the science and technology select committee, I have been looking at science in
the RDAs. There is an awful lot of national R&D in the South East, but also there are a lot
of people in the South East. The North does, and I speak now as a Liverpudlian, feel under-
privileged in this respect, but based on the per capita R&D spend around the country, the
place with the real excess per capita is East Anglia, and the real deficiency per capita is
the North East. The rest are pretty much of a muchness if you take into account the 
distribution of population.

One concern about the RDAs is that everywhere you go you hear, “Yes, we are very 
keen on R&D and we are going to have leading-edge, cutting-edge, world-leading 
nanotechnology, biotechnology, molecular genetics and IT” – and the words are the same
everywhere. In fact the intellectual penetration does not go very much deeper than that,
and, frankly, the country is not big enough to cope with it. There is a real question of 
scale here: for certain areas it simply does not make sense for regions to try and do it 
by themselves. RDAs are going to have to group and recognise that if we are going to 
make any impact at all, it is not just within regions: it is between regions. That is very
important.

My final comment, as a former MoD chief scientist, is that there is not any such thing as
a defence research budget. There is a defence research spend, and there is a defence 
budget. The fight that goes on within the MoD is about the balance between the tanks, the
aircraft, etc, that you need today if you are called off somewhere, and how much you need
to invest to make sure that you are all right in the future. You can have a good argument
about how big the armed forces ought to be, and you could say we should have perhaps
a 10th of what we’ve got today, in which case you could perhaps talk of scaling down 
the research budget. But if you want to have armed forces that are effective, you need a 
budget of more or less the size it is today or, arguably, larger. This is not free money.
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Michael Pattison, Director, Sainsbury Family Charitable Trusts
The privilege of being an independent funder is that, instead of agonising about whether
a project will work, we can put up the money and try it. We have had a fair number of
failures in the Gatsby Charitable Foundation in relation to knowledge transfer, science 
and start-up issues, but also at least three successes that are worth mentioning. One is 
the University of Nottingham’s clean technology work, one is Loughborough’s innovation
fellowships, and one is Cambridge’s Institute for Manufacturing. 

We found that a small amount of free resource to provide the staff capacity created a real
interaction between SMEs and academic staff. That in itself may not produce a tangible
return on investment on either side, so there is a big question of who picks up the funding
when somebody like Gatsby decides it has exceeded the exercise. The problem does not fit
in with HEFCE’s model of what it ought to be funding, although it may fit in with the DTI’s
model that helps to create a culture of relationship between university and local regional
industry. There is that culture in institutions in Germany or the land grant universities in
the US, but not one such institution is part of the UK tradition, despite what Howard 
had to say.

The Cambridge model, the Institute for Manufacturing, is perhaps the most interesting
model of that kind of relationship, but so much of the focus in the recent past has been
on the case for start-ups, and start-ups are normally about businesses which have an 
exit strategy five years down the road. Cambridge is starting to ask how they can help 
businesses develop as businesses that will remain employers and elements of the regional
economy, rather than just make their founders exceptionally wealthy five years down the
road. There is some interesting work to follow up there.

Lord Dearing, Chairman, HEPI
Richard asked me whether I thought there had been adequate movement on the restructuring
of university councils.

First, I am very glad that Richard still has it on his agenda, because it shows he believes,
as I do, that it matters to all of us. Second, unfortunately a committee cannot achieve its
results by stealth – it has got to go up front. I much prefer stealth. I would have loved to
have gone and suborned Mike Shattock before writing the report. I would have loved to
disable his defence of the status quo, which was very ably given. The truth is that it is a
particularly enlightened turkey that votes for a 50% cut. Perhaps it is in the best interests
of an institution from time to time to have some independent people come and have a
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look to judge and advise them on how best to be effective as a council. I wish more of
that had happened.

Sir Michael Bett CBE, Pro-chancellor, Aston University
Were the CBI or any other employers’ representatives invited to this seminar?

Wilf Stevenson
Yes.

Patents as an income source
Professor Michael Shattock, Institute of Education, University of London
I want to make a point about the University of Wisconsin, which Richard referred to, as
does Howard Newby. First, one of the reasons why Wisconsin is so successful in terms of
its so-called technology transfer function is because nine of its most successful patents,
taken out before the Second World War, all came from one department, the department
of agricultural genetics. Of course, since Wisconsin is the dairy state, they were in the 
pasteurisation of milk. Wisconsin, as a land guardian institution, had an enormous 
agriculture faculty, which is still tremendously successful; so much of this income comes
from a long time ago.

The second part of its income, however, comes from challenging other people’s patents.
You would find that that is exactly the same at Stanford or at MIT. Those offices are very
well backed with significant funds, and make a substantial amount of money in the courts
by challenging other people’s patents, or by defending their own and winning. It is a fact
that when the Wisconsin Alumni Research Foundation says it is going to defend a patent,
lawyers on the other side may well drop their hands. So, that is one important element in
the Wisconsin story.

The first of these valuable patents was offered to the university back in 1926. It was rejected,
but then taken up by a group of alumni who brought the money into the university. A reason
why Wisconsin does not have many spin-out companies is simply that this is a rural state;
it is long way away from a large banking fraternity like Chicago, or even Milwaukee; and
there is very little industry in the state at all. So if you want to create a company that
comes out of engineering, you are not going to be doing it in Wisconsin.

There is a moral in all this for the UK. I very much agreed with what Ron Oxburgh said:
we need to look at different regions and different localities in the UK and try to help 
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universities perform well within those localities. If you have a funding system which 
concentrates research funding in a relatively few institutions, it is going to be quite unfair
to judge a system as a whole on, say, the performance of technology transfer in the North
East. What you need to be doing is judging the degree of technology transfer in the five
or six best-funded for research universities. We also have to remember that if you have
local economies which have no tradition for spin-out companies or high-tech companies,
it is going to be exceptionally difficult for universities to develop such a culture in that
region.

Response: Professor Sir David Watson
The other reason that the Wisconsin system does not work as a model for the UK is that
it is a state system designed to spring as much money as it possibly can out of the federal
system. A lot of the co-ordination that is much lauded by people in favour of the
Wisconsin system is actually defensive positioning against the rest of the system. That is
no model for a nationally co-ordinated and planned system. 

I would like to reiterate my points on how we will find the best way forward by thinking
about values in this whole context, and by trying to get a bit more steadiness and mutual
respect into the dialogue that Richard will undoubtedly contribute to.

Response: Richard Lambert
I had not realised that Wisconsin was a delicate subject. The reason I am interested in it is
that Wisconsin is a state with 5 million citizens, and it is the 28th or 30th richest state in
the union. It is not a very glamorous place to live, and I have no plans to move to Madison,
Wisconsin, myself, but yet it attracts world-class researchers. When people say to me,
“Cambridge can’t possibly compete in this world because they all go to Harvard for three
times the money,” I say: “Well, how come that Wisconsin, which is a hole, has the world-
class stem cell research people in there?” People who have gone there from Harvard and
Cambridge are having a good time, and it seems to me it all comes down to brilliant 
people attracting brilliant people. I do not want to go beyond that.

I agree very much with the comments that were made about the need for RDA 
collaboration across borders. And, in some of the things we are talking about, global 
collaboration will be necessary. The idea of having eight nanotechnology centres of 
excellence in this country is deeply depressing.

Overall, I would like to end on the thought that we still hear a certain amount of 
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defensiveness, not from the business sector, because they do not turn up, but from the
university sector about the relationships. I think the relationships are on a sound footing,
and I hope that our report, by giving examples of things that have worked well and 
identifying areas where things could be made to work better, will make a contribution to
the debate.
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Introduction
Wilf Stevenson, Director of the Smith Institute

Welcome to the fourth and final seminar in our series. We are very pleased to have got to
this stage and we hope to bring things together in concluding comments about the
financing of the various issues which we have discussed.

We have been running this series in association with the Higher Education Policy Institute,
and it is my pleasure to welcome Bahram Bekhradnia to say a few words.

Bahram Bekhradnia, Director, Higher Education Policy Institute

This very successful seminar series has been an excellent manifestation of the sort of thing
that HEPI was created to do, to bring together people that have expertise and knowledge,
and to share that with people who make the policies and make decisions.

This seminar is probably touching on the most important topic, certainly for those vice-
chancellors present: the funding of higher education. Politically, it is touching on what has
been an intractable issue.

It is terrific that Howard is joining us and taking the opportunity to raise his eyes to the
horizon; as is Laura Tyson, who is one of the few institutional heads in this country that
can afford to wave two fingers at Howard and manage without HEFCE funding.

HEPI published a report today that looks at numbers in higher education towards the end
of the decade. It is not about finance, but it is very relevant to this seminar. The report is
based on information that is all in the public domain, but it comes to some quite radical
conclusions, conclusions that I find it very difficult to argue with. 

It calculates that there will be demand from at least 180,000 additional well-qualified,
two-A-level students by the end of the decade – probably nearer 250,000. This has very
serious implications. 

Briefly, if we assume that universities can do with no less money than they have at the
moment, and indeed the whole point of top-up fees is because we believe they need more
money, then the government – just on institutional costs, let alone maintenance, and even
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with top-up fees – will have to find £1 billion or more per year to meet the extra demand. 

For the Conservatives it has had very serious implications. It means that they will have to
deny entry to up to half a million well-qualified, two-A-level students per year on the
basis of the policies that have been announced so far. For the Liberal Democrats it means
over £3 billion of additional public investment; and for the Labour dissenters, who wish to
do without top-up fees, it means additional public investment of £2.5 billion. Those are
the headline figures.

Wilf Stevenson
Today we look at the money. The white paper contains warm words about how the 
government will stand by the universities in future spending reviews. It also argues that
“financial freedom” will allow the universities to fund their plans and unleash their power
to drive world-class research, innovative knowledge transfer, excellent teaching, high
quality, and greater access that is more flexible and fair.

However, it states that increasing university endowments is the route to real financial
freedom in the long term. There are also references to better leadership and to mergers,
but the main element there appears to be from endowments. The point is made that 
setting fees, getting students to contribute, encouraging corporate and individual giving
are all for a purpose, which is to give the universities an independence of action which
will allow them to maximise their contribution to society.

That is quite a rosy picture, but does it all stack up? That is what we are going to try and
tease out today. We will hear first of all from Sir Howard, who has obviously got the 
problem of trying to make all this work in practice. We are also going to hear from Laura
Tyson, who has had some experience of the American system, about why the rosy picture
that is painted in the white paper is not quite as true on the ground. Indeed, there are
some quite important issues to be raised, certainly about access.



Presentation
Professor Sir Howard Newby, Chief Executive, 
Higher Education Funding Council for England

What I am going to say is divided into three parts: short-term issues (and by “short-term”
I mean 2003-06); then medium-term issues, as one hopes the government’s proposals
over variable fees begin to kick in; and then some longer-term issues, beyond the end of
the decade. 

Before doing that, I want to remind us of the kind of funding context that we face in this
country, which is by no means unique to the UK. I have just come back from a colloquium
in Switzerland which consisted of 10 American university presidents, including Dick
Atkinson, the president of the University of California, and Jim Duderstadt, who was 
president of Michigan at the time of the infamous case. 

We were discussing precisely this issue of how governments all over the developed 
world now regard higher education, quite rightly, as being absolutely central to both the
knowledge-based economy – and all that implies in terms of international competitiveness
– and also to social inclusion. They therefore recognise the need to expand higher 
education, increase what the Americans would call access to it, and therefore the need to
invest more resources in it. While, at the same time, governments all over the world also
recognise that precisely in order to be economically competitive in a global context, 
they need to continue to bear down on the proportion of GDP going through the 
public sector.

Those two policies collide everywhere, and so the search is on everywhere to find 
sustainable means of attracting resources into higher education, which can continue to
sustain high quality and continue to expand access, while at the same time not increasing
the burden on the taxpayer and not increasing public debt.

Now, perhaps somewhat surprisingly, these debates are also alive in the US at the moment,
although for rather different reasons to do with the cutbacks in public spend because of
the downturn in the economy. The American public universities are also under a squeeze,
which involves substantially raising their tuition, while also cutting back on student 
support. So, again, the dilemma is there, although they come from a rather different 
direction of trying to sustain an expanding higher-education system that everyone 
recognises as necessary, while trying to reduce the dependence upon public resources.
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Spending reviews
Now, to some extent, as Wilf was reminding us, that is one thread which runs through the
white paper published in January. I am sure it will be debated, and it is certainly to be
debated endlessly through the autumn as the government’s bill goes through parliament.
The white paper was accompanied by a spending review settlement which, in overall
terms, was very generous to the sector: a 6% year-on-year increase in real terms.
However, the way in which the money is distributed between teaching and research, and
between capital and the current expenditure, has meant that, partly in pursuit of the 
government’s policy of increasing diversity in this sector, the settlements for individual
institutions have varied a great deal.

But, as is often the case, no sooner has one spending review been completed than another
one is under way. Certainly at HEFCE we are already working hard on our submission to
the next spending review, which will go to the department in the autumn.

What worries me is that at the same time we are publishing proposals for the reform of the
research assessment exercise; and there are a number of associated issues on the research
front. That means that over the next six months, in all likelihood, the sector is going to 
be consumed by a bout of introspection over the precise nature of research funding, all 
conducted in a gobbledegook which nobody outside the sector can possibly understand.

Planning for growth
The big issue we should be debating over the next six months is the extent to which we
can induce the government to fund more growth in the sector between 2005 and the 
end of the decade.

Bahram has just reminded us that there is a need for that purely on demographic grounds.
On demographic grounds, in England (although not in Scotland) there has been organic
demographic growth of a substantial kind. Simply to stand still in the participation rate,
we need a major expansion in numbers. Then to hit the participation target we need even
more numbers beyond that, and so the big issue for this spending review is to persuade
the government to invest further resources in the expansion of student places. At HEFCE
we currently have no additional student places to hand out, and it is very important we
get the expansion moving again towards the end of this decade. So, to my mind, the major
short-term issue is planning for growth. If we do not get the growth, we cannot do a lot
of what we would like to do in the sector – and certainly what the government would like
us to do.
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But it will not just be growth of the same kind. The white paper clearly signalled that more
of the same is not an option. We need to think much more creatively about how we are
going to deliver higher-education opportunities, not just in the conventional way through
three-year, full-time, residential undergraduate degrees, but through foundation degrees
delivered online, in the workplace, and in a variety of ways. We must make that provision
available where students need it, not necessarily where current institutions can supply it. 

There is another issue about the regional and even the subregional distribution of higher
education in this country, which also needs to be addressed if we are to expand access and
make opportunities available to all those who can benefit from them. The sector itself, as
the white paper clearly signals, cannot possibly do everything it would wish to do in equal
measure in every institution. Institutions will need to play to their strengths. They need 
to be rewarded if they excel in those areas, and we are gradually moving our funding 
regime towards that. Strengths will come through diversity, and not through institutions 
frantically attempting to excel in every possible thing that they do. There are simply not
the resources to enable them to do that.

That, in turn, raises a whole series of quite difficult issues about the future structure of
the sector. There is a system issue, as opposed to an institutional issue, about the future
shape and structure of the sector, which will change quite radically in response to some
of the pressures I am about to refer to.

So, those are the short-term issues. It is salutary to remind ourselves that even on the 
government’s own timetable of the introduction of variable fees, they will not kick in until
2006; and they will not be present in their full form until 2009/10. In the meantime we
have a sector to look after that is still in need of considerable additional investment.

Implications of variable fees 
Then we have the medium term – 2006 and beyond – which, of course, will be on the
other side of a general election. We have to wait and see what kind of bets are on or 
off as a result of that. And there are, of course, still continuing uncertainties about the 
passage of the bill through parliament. All being well, we will be moving into a new era
of variable fees, albeit capped, at a level which is not going to create a genuine market in
higher education, but will make a significant step in that direction.

This, for institutions, is going to present a number of severe challenges. Universities, on the
whole, in this country are not accustomed to engaging in the kind of marketing activity
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that will be necessary. They are certainly not accustomed to engage in what the 
airlines would call “yield management”, which they will have to become accustomed to.
The headline fee may well be £3,000 for the majority of institutions; whether they yield
£3,000 from each and every student is going to be much more variable. One can just await
the “special offers” in clearing in August that will emerge as a result of this. There may
well be some institutions who get their decisions wrong, who do not sufficiently under-
stand their real place in the marketplace, as opposed to what they believe through their
own propaganda. They could get into severe trouble very quickly if they get it wrong.

This will require some re-engineering of university management structures. I was speaking
at a conference yesterday, saying that people engaged in marketing are going to move
rapidly up the agenda of university administration as we move into this world. There will
be, as we move towards a quasimarket, winners and losers. Markets always create winners
and losers. The volatility of change may well increase, and those in the sector believe it is
already increasing now, but certainly under this new regime it will increase further. 

All of these factors will continue to drive structural change. Well-managed institutions
will recognise their market. They will gravitate towards getting very close to their market.
They will be agile and nimble in the face of those kinds of market demands from the 
students. We will see a much more student-led as opposed to institution-led sector. 
That itself will drive structural change as institutions seek shelter in the marketplace 
to strengthen their market position, either with other institutions or by focusing on a 
narrow range of activities in which they can really excel, rather than continuing to try to
do everything.

Beyond that, we move into the realms of speculation. How far are the current proposals
to cap the variable fee at £3,000 merely a stepping stone towards a fully market-driven
higher-education system?

I do not think any of us really know the answer to that question, although I certainly
believe there will be no going back to what we have now, once we have a variable fee
introduced.

Alternative sources of funding
Certainly, the view from the United States that I saw last week is that there is hardly any
alternative, for all the reasons I mentioned at the very beginning. If we want a flourishing
higher-education system, more of the resources are going to have to come from someone
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other than the taxpayer. Even the major American public universities at the moment, 
universities like Wisconsin or Michigan and so on, receive a surprisingly low proportion of
their income from direct state government support – 20% in the case of Wisconsin, and
falling. They are picking up the gap through raising student tuition. 

The whole balance between state support and tuition fees is likely to change and carry on
changing. I do not want to trespass too much on what Laura will to have to say, but most
of us would agree in this country that endowments are not going to plug that gap in the
short or even medium term. In fairness, in the United States, while there are well-known
and well-advertised examples of places like Harvard and Stanford which have huge
endowments, it is still the case that most of the public-sector universities, the big state
universities, have quite modest endowments in comparison with the private institutions
in the US.

I suspect it would be foolish for this sector to rely on picking up significant sums of
income through intellectual property rights and other links with industry. Useful though
they are, as I often remind people, even Massachusetts Institute of Technology only picks
up the equivalent of 3% of its research income through its intellectual property rights
activity. There are a number of institutions in this country which have already hit that 
level of funding. It is useful at the margin to have that sort of free money, but it is not
something that is going to plug the funding gap of higher education.

Beyond 2010
So where might that lead us, beyond 2010? I think we will be in a situation which looks
much more like a market than what we have now. Clearly, the role of an organisation like
mine will change in the face of that. I think the role of HEFCE will be to secure what 
I would call the public interest in higher education in a variety of ways. Clearly, there are
some very obvious things, like ensuring quality in teaching, ensuring proper information,
ensuring good governance, and indeed proper accounting and auditing arrangements. 
All those bread and butter issues, which HEFCE and its predecessors have always handled,
will remain; but I doubt we will be managing the market to the extent we do now.

Conclusion
So I come back to where I began. Why do I think we are now on the road towards a more
market-driven system? It comes back to this dilemma, faced by all advanced economies:
the recognition of the centrality of higher education for economic development and
social inclusion, but the simultaneous recognition that economic competitiveness means
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reducing the percentage of GDP going through the public sector. As higher education
expands from an elite to a truly mass system, it becomes a big spender. Those resources,
at least to a large extent, have to be found from those who also benefit from higher 
education, namely students and their parents.

An increasingly market-driven system may be an unpalatable thought politically. It is 
certainly one which runs contrary to European traditions of free and open access to 
higher education, which we have had in Continental Europe, as much as in this country,
since the days of Humboldt. But if we are to sustain a truly globally competitive higher-
education system, then that is almost inevitably the way in which we will be going. It is 
a question of sooner or later, rather than whether.
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Presentation
Professor Laura Tyson, Dean, London Business School

I am not an expert on funding higher education in the United Kingdom. What I am here
to do is make some observations based on the debate that I have been hearing and based
on my long experience within higher education in the United States, mostly from the 
vantage point of one of the premier public institutions, the University of California at
Berkeley. 

Let me start with just a couple of observations. First of all I do believe, based on what 
I have been reading, that the funding problem in the United Kingdom in tertiary higher
education is severe. It is a severe funding problem even right now, before one moves
towards the target of possible enrolment of half the population of the relevant age into
college or tertiary sector institutions. It is a severe problem now, and it will only become
more severe if you try to increase the percentage of the population engaged in tertiary
education.

At the same time I do believe that providing higher education free of charge is inconsistent
with providing it well, and that may be partly because of my economist training. What we
have seen in the US, and what we are seeing here, and what we will see in Continental
Europe, is a growing gap between the income-earning potential of those who get a 
college education and those who do not. A significant fraction of the returns to a college
education go to the individual who receives it, and those returns are growing over time
relative to the returns to those who do not. It therefore seems to me perfectly appropriate
that those going to college pay a significant amount of their own educational cost.

That does not mean that there are not significant roles for public funding, but you have
to start with that as a presumption, and then ask where public funding might play an
important role.

The role of public funding
The public funding obviously plays an important role in the support for research, but 
I would separate that from the issue of numbers of students going through higher 
education. The very best book I have found on the US system is called Why is Tuition
Rising? It shows that as the research funding of the elite research institutions grows, 
the number of faculty participating in the classroom goes down; in other words, the 
size of students in the classroom goes up relative to the faculty. A research focus can be 
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important: higher education does provide more and more of the research underpinnings
of a modern industrial society, and governments should support that research. But that is
different in mission from supporting higher education, or at least one should think about
that differently.

There is a public role for the government to play in improving access for those who are
held back by dint of their family background, by dint of the primary and secondary schools
they went to, by dint of not being able to borrow money to go to a college. If they do not
have the ability to pay, if their parents do not have the ability to pay, and if they cannot
access loans, then there is a perfectly compelling rationale for public support for that. 

However, that is clearly not true for all young adults going to college. Many students can
afford to pay; and many parents can afford not just to pay for the tuition, but to make
very generous gifts to the endowments of universities. Harvard University does not get its
endowment funding just from its students, it gets its endowment funding significantly
from the parents of those students who are also paying $40,000-$50,000 a year in tuition
fees. So, public funding for access is extremely important, but one has to be very tough-
minded about the needs-based element to access funding. 

We can argue that there is a social benefit to having a larger percentage of people going
into education, and that in order to stimulate that we should use public funding to keep
the fees down somewhat, but that is certainly not an argument for public funding down
to zero or anywhere near zero.

Endowments
I think there is a misunderstanding of endowments in the United States that has led some
to believe in endowments as the solution to university funding in the UK. There are a 
relatively small number of institutions in the United States with mega endowments. 
They are the ones whose names you know. For those institutions, if they are lucky, 20% 
of their operating income in a year might come from annual giving and interest on the
endowment. They have got to make up the 80% some other way. 

At the University of California, Berkeley, we had the largest public endowment campaign
ever, and we raised $1.4 billion. But the endowment of one unit on the Harvard campus
outweighs that.

Public institutions in the United States are not nearly as able to raise endowment funding
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as private institutions. People who attend public institutions believe that the state
finances those institutions; and even the generous alumni are much less willing to give
big gifts. So if you are going to start from a virtually zero endowment culture with a heavy
amount of public funding, and move to a system where you get significant private giving
in endowment for most institutions, then it is going to take you decades. It has not even
happened in the United States, where the endowment capabilities of the public institutions,
to this day, are much more limited than the private institutions.

So, what do the university endowments do? They create an arms race for assets among
the institutions, so that Harvard steals from Princeton, and Princeton steals from Cornell,
and Cornell steals from Berkeley, and Berkeley steals from Stanford. There is a bidding-up
of the price of the premier assets, which are the brand assets: the high-quality students
and the high-quality faculty. 

There is a very strong hierarchy in the United States in higher education. That is what that
book I referred to earlier is all about. It was written by the former provost of Cornell, so
he understands it from the point of view of sitting at the top of one of the institutions
that is at the top of the pecking order, and bemoaning the fact that, given the growth in
the differential endowments, what is really going on is that Cornell has to watch its back
vis à vis Princeton. Then Cornell will go and say: Where can I find another asset to buy
someplace else?

I worry about the effects of this on students. There is another study which those who are
thinking about this on access terms should read. It has just come out from the New
Century Foundation in New York, and it looks at the top 146 colleges and universities 
in the United States, ranked by quality. Those institutions have very few students with 
family income levels below 50% of the income distribution. In fact only 10% of the 
student populations in the top 146 colleges and universities in the United States come
from the bottom half of the income distribution.

What are these institutions doing with their money? They have these endowments and
they have a needs-blind admission policy, which they talk a lot about. It is needs-blind all
right, but it is also based on achievement as measured by GPAs (grade point averages) in
high school, by SAT scores, and by whether a student took advance placement courses in
high school. Who do you think gets the high SAT scores, the high GPA scores, and takes
the advanced placement classes? These are kids who are coming from high-income
households going to well-resourced local primary and secondary schools. They are highly
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motivated and they are going to much better schools before they apply to college. By the
time the top 146 colleges in the United States get the application pool, it contains only a very
small number of kids from disadvantaged households. So you could put a blindfold on and
you still will not get too many kids coming from the lower-income part of the population.

So if the issue is access, endowment funding is not going to solve it. Endowment funding
is important for the institutions that have it: it creates a tremendous amount of flexibility,
and it creates a tremendous amount of quality for the relatively few students in the 
population who are ever going to be educated at these highly endowed institutions.
Three-quarters of Americans go to public institutions with very small endowments relative
to the cost of the education that they are achieving. So I do not think endowment income
is the route to solving UK higher-education funding.

Alternatives
If endowment is not the route, what might be? I am afraid it is loans, fees, tax breaks, 
parents and work. A significant issue for many students is they are willing to take on the
debt if they could get the debt, but capital markets make it very difficult to borrow if you
are a student and do not have collateral or any income. Importantly, the United States has
been developing all sorts of loan programmes to deal with the capital market gap, whereby
private capital markets are not willing to take on the risk of student loans. They need some
subsidy, some public support. That is a very important area for public policy.

Fees are rising, around the United States. They are rising in the heavily endowed institutions
as well as in the public institutions. Fees continue to rise with the cost of higher education
and have been rising significantly in excess of inflation for the last 25 years, and there
does not seem to be anything in sight to change that. So fees are meeting an increasing
percentage of the costs in public institutions, which take three-quarters of all students.

The US has done a lot with tax breaks for families and individuals to cut into some of 
the cost of higher education. Importantly, parents do contribute a significant amount. 
Well-heeled parents are part of the reason for the income differences. For instance, I am
currently paying for my child’s Harvard education. He could have gone to Berkeley for
much less, but he chose to go to Harvard. I told him that would be okay and I would pay
for his education; I could afford to pay for his education. If he had not gone to excellent
schools and grown up in a high-income neighbourhood, he probably would not have had
all of the things you need to put on the application form to get in. I understand this as a
parent as well as an educator.
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Conclusion
So, the route to financing is loans, fees, tax breaks, work and parents – and then there 
is the issue of multiple channels. Most low-income kids in the United States, if they are 
ultimately going to get into a college degree programme, are going to go through a 
two-year community college first. That is how they get in, because there the fees are
much lower and the application criteria are not the same – you do not have to jump the
same hurdles in terms of, say, advanced placement tests. You can prove yourself in 
the community college channel, and then you can convert that into a four-year degree 
programme. 

What I feel most proud about for the University of California – and I believe that the 
universities of Michigan, Florida and Wisconsin all do this – is the easy transition route 
for kids who come out of the community colleges. It is very hard for kids who are 
disadvantaged to get straight into Berkeley as a freshman. It is considerably easier to 
get in as a junior if you go through the community college channel, and you show 
yourself capable of achieving something in a school which the University of California 
can evaluate better than they can evaluate your high school. So multiple channels are 
very important.

Ultimately I would like to see some of the very richly endowed institutions in the United
States use more of their endowment to go and recruit younger students. Among the top
146 selective colleges and universities, a larger fraction of them have athletic scholarships
than scholarships for disadvantaged students. A larger fraction of them have scholarships
for academically gifted students than for disadvantaged students, and even for non-
academically gifted students with a special talent, such as music or drama, than for 
disadvantaged students. It is quite possible to imagine that colleges and universities, 
as well as governments, could play a very active role with endowment money and with 
public money to better target and recruit and develop talent at age 12, 13 or 14, when
kids get lost, so that they can then have the skills and education by the time they are 17
and 18 to get into and succeed at college and university. That is a whole other aspect of
the funding problem of higher education, a problem that starts before higher education.
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Discussion

Lord Dahrendorf KBE
Howard has just come back from Switzerland, where the age participation rate is nearer
10% than 35%, let alone 50%. Could he speculate on the implications for funding and the
funding system if one abandoned the growth objective and let the age participation 
rate drift gently downward?

Increasing participation rates
Response: Professor Sir Howard Newby
First of all, it is important to make like-for-like comparisons. The participation rate in 
Swiss universities is indeed about 15-20% at the present time, but of course they have a
system of technical high schools which in this country would be regarded as a university 
equivalent. On a like-for-like basis, their participation rate is currently about 35%. 

Incidentally, it is also equally important to make a reverse like-for-like comparison with
the United States, where a lot of what goes on in the community colleges we would
regard as further education rather than higher education. Given that the United States
does not have a national apprenticeship system, a lot of what goes on in the community
colleges is also of that nature. But, as Laura quite rightly says, there are clear progression
routes through that. There are some lessons to be learned there for this country, namely
that the key is not so much playing around with definitions of what is higher education
or not, so much as providing clear pathways at 16-plus, whether it is through the 
conventional three-A-level route, or through alternative routes involving more vocational
qualifications for those students who can benefit from it.

I am less fussed about creating a fetish out of the 50% participation rate in so-called
higher education than I am about creating a more unified tertiary system in this country.
When I say “in this country”, I mean England; Scotland and Wales are already on the way
to doing that, creating a system that allows a variety of pathways into and through further
and higher education to meet the particular needs of students and their employers. 

We know that as you go from an elite to a mass system, the nature of education changes
– and it has changed very substantially. A lot more of higher education is directly 
vocational now, which I personally think is a very good thing, but of course it does blur
the boundary between what we have conventionally called higher and further education.
To my mind, the more that is blurred the better. So my answer is that I am less fussed
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about shrinking what might be called, in a slightly old-fashioned sense, “higher education”,
than I am about expanding the opportunities at 16-plus through a more comprehensive
tertiary-education system that would meet the needs of students and, crucially, those 
of employers.

Response: Professor Laura Tyson
I absolutely agree with that. One of the things that I have found disturbing in this debate
is this notion of possibly reducing the percentage of students in higher education, unless
by that we mean that we have many pathways and use a very narrow definition of higher
education. Economically speaking, as the world becomes more interdependent and more
competitive, the only way that one can generate a relative living standard that many in
the UK aspire to is to have a highly skilled and highly educated workforce. So if you walk
away from the challenge of increasing the pathways and increasing the throughput of the
age-appropriate population in higher education, you are walking away from your future
living standards. You cannot do that. So I absolutely agree with the notion of trying 
to increase the percentage of those in higher education. We need to think about the 
appropriate pathways to do that.

The private sector
Roderick Floud, Vice-chancellor, London Metropolitan University
Could Howard and Laura say something about the possible creation in this country of a
private sector for higher education? Obviously that is very material to the US comparison,
but it is also an increasing feature of systems in Continental Europe, ranging from
Portugal to many of the countries of the former Soviet bloc.

Will the government’s attempts to redefine universities and the General Agreement on
Trade and Services negotiations, if they ever get anywhere, make it possible to develop a
private sector, and would that be desirable? Howard seemed to be assuming that there
would be further competition within the existing institutions, in which some might go to
the wall if they get their market prices wrong. Of course, there is the issue of government
intervention in that through Ofsted, so it is a long way from a free market. But Howard
did not talk about the possibility of the conversion of some of our existing institutions
into private institutions, or the emergence of new competitors within the market.

David Rendel MP, Liberal Democrat Spokesperson on Higher Education
When Howard came before the Public Accounts Committee a year or so ago, he made the
point that, in his view, the introduction of tuition fees had simply been a replacement for
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what otherwise would have come from the government, rather than any additional
money. Does he agree that exactly the same in practice is likely to happen with top-up
fees? If not, what mechanism is there for ensuring that top-up fees would be additional
rather than replacement money?

Laura stated that in practice the differential earnings for graduates were growing; in this
country the evidence is probably against that. Perhaps the differential earnings for the
highest earners who are graduates is growing, but on average we are getting more 
and more graduates in jobs like teaching and nursing, some of which used to be for 
nongraduates. Therefore the average graduate salary is not necessarily seeing a higher 
differential than before.

Second, Laura was talking about tax breaks. Aren’t tax breaks in fact a way in which the
taxpayer pays indirectly for higher education? Instead of paying directly, you are paying
the people who then pay for their higher education. Is that not rather a bad way of 
paying for higher education, because most of the advantage there goes to the richest 
taxpayers rather than the poorest?

Tony McWalter MP, Science & Technology Select Committee 
I am very worried that we are simply taking up the idea that more is better. Speaking as
somebody who used to be a lecturer at a university, I found that the doubling of students
meant that I had half as much time for the students, and that meant that the most 
difficult courses were much harder to deliver. There was a strong tendency for those
courses to get excised and replaced by courses where the students needed less help 
and support. This is particularly true of subjects that involve mathematics, or modern 
languages, or areas that are seen as more taxing. Those are the skills that we want to see,
but as the system mushrooms, so the number of people doing courses like that seems to
descend and plummet.

Response: Professor Sir Howard Newby
I was implicitly speaking about the introduction of greater market forces within essentially
public-sector institutions. But Roderick is quite right to remind us that if we open up in
the longer term to a true market in higher education, then it is quite likely that private-
sector providers of various kinds, whether they are not-for-profit or for-profit, might
enter that market.

In the United States, of course, the private sector was originally a not-for-profit private
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sector, but now we are seeing institutions like Phoenix coming in which are for-profit, 
and one cannot rule that out here.

We would probably all agree that the impact of GATS remains somewhat unknown. But 
I think we can see – and the government’s proposals on university title are perhaps paving
the way towards this – the ways in which the private sector can come into education, 
provided that they meet the requisite quality controls, and that those quality controls are
renewed periodically rather than being in perpetuity. I think that will happen, especially in
specific niche areas, one of which Laura’s institution might represent. 

For the record, the HEFCE grant to the London Business School is only 10% of its turnover.
It is the lowest of all the institutions we fund, so it is already virtually private in that 
sense now.

Wilf Stevenson
Does that mean that you have rights across all aspects of its work in terms of quality 
control and the other points you were making?

Response: Professor Sir Howard Newby
In terms of quality control, yes, they are subject to the Quality Assurance Agency regime
and everything else. It means, however, that we put in a very small percentage of their
income, and therefore the percentage they have to account for is much smaller than an
institution like Roderick’s, for example.

On David Rendel’s point: I have to be quite honest that there is absolutely no guarantee,
going forward, that top-up fees will not simply be used as a replacement for government
funding. I have to say straight away that I believe the present government is quite sincere
in its determination that variable fees will be additional to and not replacing existing 
government support, but as we move forward no government can commit its successor,
not even of the same political party. We will wait to see what happens at the next 
economic downturn or crisis.

We all know what happened in Australia when fees were introduced: the government
quite quickly reneged on its commitment not to do that. There can be no guarantees, in
my view, and it would be very naive of anybody in the sector to simply presume that the
introduction of top-up fees or variable fees will not at some future stage be used to
replace rather than supplement state support.
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Finally: is more better? What Tony described was the impact of the declining unit of
resource in the sector over the last 20 years, namely the steep decline in the amount of
money per student which universities have been given. That has now been levelled off.

Protecting core subjects
However, I cannot resist using his question as a pretext to take up the issue of the very
worrying decline in student demand for modern languages, maths, physics, chemistry, and
engineering in particular. These were, and to some extent are, core subjects for higher
education. These are not what we used to call the minority subjects, such as Azerbaijani
or South East Asian studies.

What we are finding – and it is not unique to the UK – is a very steep short-term decline
in students taking these core subjects; and yet they are absolutely essential, not only for
sustaining the national capacity, but the regional capacity even more so. Our funding
model at HEFCE is very much student number driven, and quite rightly so in some ways.
If the students do not turn up, the institutions do not get the money. And there is no 
way in which a vice-chancellor can in perpetuity cross-subsidise these very expensive 
activities in the absence of any students.

Going back to my theme of securing the public interest: if we go into a market-based 
system, then there is an issue here. What happens if students in the marketplace take
informed market decisions which do not add up to being in the national interest? Let’s
suppose they do all indeed go into, say, media studies and not into physics, chemistry,
engineering and mathematics. Are we just going to stand idly by and watch that happen?
Or would, under those circumstances, an organisation step in and somehow secure that
provision, especially locally and regionally, in the absence of effective student demand?
There is a real dilemma there which we will have to work out as we move forward in this
more market-based system.

Response: Professor Laura Tyson
I also absolutely agree with that last point. One of the issues in the US is getting more
funding into supporting more student demand in engineering, maths and physics.
Particularly at the graduate school level, we have a very small number of students going
through the four-year institutions preparing to go into graduate studies. Targeted support
to create certain kinds of talent pools makes a lot of sense, so I want to add that as a 
public policy rationale for support.
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Tax issues
On the relative income gap between those with a college, university and postgraduate
education and those with just a high-school education, the numbers I know best are of
course for the United States. But the basic factors behind those numbers, which are to do
with technology and, to a lesser extent, competition from the rest of the world, suggest
that as a long-run trend this will definitely become the case in the UK. You cannot avoid
the fact that advances in technology and international competition are going to create a
growing gap between those who have a college degree, or a postgraduate degree even,
and those who have not. So, the numbers are not as pronounced here perhaps, but the
trend is there. And the factors behind the trend are not reversible.

I agree with the point about tax breaks. They are a different way of using public funding.
In the US they are generally a politically more palatable way to get public funding into
higher education than simply grants. So, for example, we have had a decline in the real
value of the public, federal aid to disadvantaged students: the federal Pell grants have 
fallen in real terms as a share of the overall cost of college. We have substituted tax breaks
to some extent because that is politically easier for us to do in the United States, but I do
agree that they are not necessarily as efficient.

Fees in the US public institutions, as Howard mentioned, are exactly filling the hole 
created by exiting state revenues. What has happened in the United States over time is
that public spending on higher education in public institutions has not kept pace with the
rate of growth of the cost of those four-year institutions on a per student basis. So you
have had an upward pressure on fees because the government has not been putting in
the requisite amount; and then when you hit a trough in the business cycle, as we have
right now, you end up with a dramatic break point and an even more significant increase
in fees, which does not get reversed when the state comes out into a better economic 
situation. So for both cyclical and circular reasons, fees are making up for a declining 
percentage of state support for public institutions.

I agree with the notion that over time, as you develop more pathways, there will be more
competition and more entry of private for-profit and not-for-profit institutions. In the
United States there is also a growing gap between the very best private and the very best
public institutions, like Wisconsin or California. The gap is increasing in every aspect: 
faculty salaries, endowment for students, spending for students, student services, size of
class, faculty-student ratio, etc. There is a hierarchy within the private institutions; and
there is a hierarchy between the private and the public institutions.
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Baroness Blackstone, Minister for the Arts, Department of Culture, Media & Sport
My first question, to both Howard and Laura, is: should the parental contribution for the
cost of higher education be abandoned, as the government here seems to be intending –
certainly towards tuition and probably towards maintenance as well – in spite of the fact
that that will probably be regressive in its intergenerational effect, because it will load the
cost on to young graduates as against middle-class parents?

The second question, for Howard, is on his point about the importance of regional 
distribution of higher education to ensure the maximum access for people from a wide
range of social backgrounds. Are you confident that that can happen, if you are also going
to suggest that HEFCE will no longer have a very strong position from which to push the
market in different directions?

Professor Lord Richard Layard, Centre for Economic Performance, 
London School of Economics
Laura talked as though much the main beneficiary of higher education was the student,
but here and in Europe we have a marginal tax rate, including VAT and national insurance,
of well over 50%, so the main beneficiary is actually the taxpayer. Don’t you think that 
we should be making this much clearer when we make the case for the public subsidy to
higher education?

To Howard I would say that there is no evidence that the share of tax has to be reduced
in the name of international competitiveness. There is no relation between the current
account deficits of different countries and the share of tax. The greatest current account
deficit is in the country with the smallest tax rate, namely Laura’s. We have a different 
philosophy, which is that you do not determine tax and then decide how to spend it, but
you argue the case for what are the fruitful methods of public investment, and if they are
justified they should be financed.

Professor David Rhind CBE, Vice-chancellor and Principal, City University, London
About a quarter or thereabouts of students in British universities these days are from 
outside of the UK, and even big, multifaculty institutions have up to three-quarters 
of their revenue coming from those sources. It is also noteworthy that many of them 
are in areas like engineering and maths, so those provisions are very dependent on that. 
Do Laura and Howard have any concerns about the risk factors involved in having all of
these overseas students?
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Professor Nicholas Barr, Professor of Public Economics, London School of Economics
Going back to the point about media studies: the government is not going to wash its
hands of higher education in a market-based system. There will be a continuing, permanent
taxpayer subsidy for higher education, quite properly. Secondly, there will be government
action on access, which we all support. Thirdly, as Howard has mentioned, there will be
quality assurance – government does not have to do it but does have to make sure it 
happens. And fourthly, government can set incentives. If governments always and 
everywhere think not enough students are doing engineering, they can back that with
money and set incentives, in place of central planning. So there is still a proper, major and
legitimate role for government within a market system.

A second point on additionality: we have 25 years of rather good evidence of what 
happens to the funding of universities if we rely on the taxpayer. As Howard said, it is 
a railroad crash between physical constraints on the one hand and expanding student 
numbers on the other. I think we all support expanding student numbers, but the taxpayer
has not supported it at the level of quality that is necessary. It would be very optimistic
to believe that that is somehow going to change.

The key point about variable fees is they make funding of higher education open-ended.
We have got to be careful to get the right lesson from Australia. If the government sets
tuition fees, then it controls the funding envelope. As fee income goes up, public funding
can go down and universities have nowhere to go. If you have variable fees, and only if
you have variable fees, then if the government does in the fullness of time claw back
funds, universities at least have a weapon in their own hands. So variable fees are the only
way of bringing in open-ended funding, and the only way of giving universities some
power of their own over funding.

So, quite apart from the microeconomic arguments about market forces, there is a very
important macro-funding issue, and that is one of the other major advantages of 
variable fees.

Overseas students 
Response: Professor Laura Tyson
On the risk factors of overseas students, part of this is because of the differential fee
structure. Universities who are looking for more funding can receive higher fees from very
qualified students around the world. This does not in any way compromise quality, and it
is a very powerful incentive. The amazing thing is that there are not larger fractions of
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foreign students, because there are lots of qualified students in the world, and so this is
an attractive pool.

You have to imagine that by adjusting the incentives that the UK colleges and universities
have here you might get an adjustment over time in the percentage of foreign students
versus domestic students. But maybe you won’t. Maybe it really is that in certain fields you
are going to get a larger pool of students coming from the rest of the world, and then
that raises two issues. Firstly, what is happening at the primary and secondary school level
which is shrinking that channel, so that when you are looking for engineering, physics and
biochemistry students, you cannot find as many talented applicants at home as you can
abroad? That is an issue before university and college.

The second issue is that the regional economy may benefit from foreign students.
Certainly that has been the case in California, where foreign students have spent 
substantial amounts of time in California, after they graduate, in building the high-
technology base. Even now, as many of them have decided to return to their own 
countries, the trade channels and investment channels between the countries as a result
of those students are extremely powerful economic development forces for California, so
I would not think of these students as an economic cost.

I do not know if it is policy here to absolve parents of the cost of education, but the truth
is that there are many parents here who probably do pay for their child’s education and
would pay, as I pay, to send their children to prestigious institutions all around the world
– and are perfectly capable of doing that. If they had to pay a high fee to send their child
to Oxford or Cambridge, they would happily do that. So that is missing income on the
table for these institutions.

Response: Professor Sir Howard Newby
Should parental contributions to education be abandoned? Absolutely not, for all the 
reasons that Laura has just articulated; it would be a disaster to go down that road. The
difficulty is that university fees have taken on a kind of iconic status amongst the English
middle classes in the way in which tax relief on mortgage interest used to. It has become
a middle-class perk, and who wants to give up a perk? Given the choice, I would not want
to give it up, but simply abandoning parental contributions will not wash as a public 
policy stance.

Tessa’s second question, about whether we can ensure local, affordable access to higher
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education through a market, is rather difficult. At HEFCE we are finding more and more
evidence that in order to widen participation you need to make higher-education 
provision very local. We are not just talking about regions now. For instance, in those 
East Lancashire towns which have severe problems of ethnic relations and economic
regeneration, you need to deliver higher education very locally to bring the students in.
To take another example, it’s no use saying in Doncaster: “Well, Sheffield is 12 miles away
– go to Sheffield.” They will not go, and that is a challenge.

On overseas students: frankly, any institution which is going to depend on overseas 
student income as part of its mainstream budgeting needs to take a long, hard look at
itself. The overseas market is very volatile – by “overseas” I mean outside the EU. It is a
very volatile market subject to all sorts of very short-term political and other fluctuations. 

The big growth area at the moment is in South East Asia, China especially. Predominately
postgraduate, predominately based on the Chinese government’s desire to upgrade the
quality of its own university institutions, the vast majority of these students are in fact
teaching staff in Chinese universities upgrading their qualifications so that they can go
back and contribute to the development of the Chinese university system. It will dry up.
Not in the next two or three years, but a decade hence it will dry up. As other economies
develop their higher-education systems at a quality and at a level of our own, which in
South East Asia they are doing, the market will not completely dry up, but it will certainly
change substantially and probably shrink. Then we will rely on other markets, such as
Vietnam or Brazil, but in the end an institution which is utterly dependent for its core
funding on overseas income needs to be very careful.

Of course, there are niche players which are competing in a global marketplace. Business
schools certainly compete with each other on that basis, and they attract an extremely
internationally mobile student body, many of which of course are post-professional and
postgraduate. But if English institutions continue to rely, at the levels which David was
indicating, on undergraduate overseas students to sustain their economic viability, then
they may well come a cropper if they get their marketing wrong. These sources can
change very quickly; a coup in a particular overseas market can almost overnight lead 
to a complete drying up of demand.

How high should fees go?
Wilf Stevenson
How high do tuition fees for UK students need to go?
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Response: Professor Sir Howard Newby
In the short term, and bearing in mind even the government’s present proposals, the 
variable fees will not start to kick in until 2006 and will not achieve a steady state until
2009. So we still have a higher-education system which needs substantial additional
investment in order to drive towards the 50% target in the meantime. In the short term,
we need a substantial increase in student places to hand out to those parts of the 
country which desperately need them. The RDAs, as part of their skills agenda, want to see
more places in higher education. They form a metaphorical queue outside my office:
Cumbria, Cornwall, Shropshire, Herefordshire, Milton Keynes, Ipswich, Doncaster, Barnsley
– I can go on and on. At the local level, the number of student places is seen as a very
important factor in regeneration. But we have not got the places to hand out.

So, we cannot have it both ways. We cannot say that higher education is important to
economic regeneration, that there is a great demand locally to see this happen; and at 
the same time nationally say that we are going to strangulate the supply of additional 
student places, which means this will not happen at all. That is the big battle.

Bahram Bekhradnia
I think we should stop talking about the government’s 50% target; it is unhelpful. The
50% target is not driving this: it is young people choosing to stay on in schools, and the
demography of their parents having chosen to have them.

The quarter of a million extra students that we are projecting is as a result of growth in
the numbers qualifying with two A-levels. The political choice is: What are you going to
say to these people? Following 30 years of the Robbins principle that if you are qualified
you can go to higher education, are you prepared to say to them, “No, that’s not open to
you in the future”? 

On the point about market forces and the national interest: by all means we must protect
the places and make sure that maths places are available to young people, but that alone
will not drive people into doing maths instead of media studies. It is more about demand
than supply; the supply, of course, must be there, but the demand is the issue in terms 
of total numbers. The demand has begun growing in the last year or two, so it is an 
immediate issue, not one for the end of the decade.

Will fees replace grants? Throughout the 1990s government funding for grants reduced,
and we did not have the fee to replace it, so the unit of funding reduced catastrophically.
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In New Zealand over exactly the same period the government funding fell by exactly the
same amount, but they did have a variable fee and they maintained the average unit of
funding per student. So it is not a question of whether student fees will simply enable the
government to stop paying a grant. We have got plenty of experience that they have done
so in the past. And in New Zealand, at least the fee was valuable in enabling the unit of
resource to be maintained.

On salary differentials, there are two aspects to this. One is what the graduates earn, 
but the other is what the nongraduates are earning. All the experience recently is that 
the penalty for not being a graduate is increasing. The graduate differential is being 
maintained and is probably widening as much for that reason as for others.

Role of employers
Professor Bob Fryer CBE, Chief Executive, NHS University
I would like to return to the issue of diversified routes and talk about the role of employers.
In the funding of higher education we have not talked at all about the role of employers.
We talk about the role of employers in the support for research, but we cannot have
grown-up debates in this country about the role of employers in education, because it is
so beset with claims and counter-claims and absurd claims about what is invested and
what is not. Some 80% of people who are now in the workforce went through the 
period when the age participation rate was around 20-25%. So there are lots of non-
graduates in work already who are not going to abandon their work, who cannot come
out full-time, who will want those diversified ways and modes of learning. 

Shouldn’t we have a serious discussion about the return to employers of higher education,
and about what might be their role? Employers traditionally have supported a few under-
graduates; and I am sure many employers support postgraduates doing MBAs with 
contributions to fees. But we have not had any serious debate, and I fear we are still not
going to have a serious debate when the skills strategy comes out next week, about how
to find a better way of employer engagement as part of the funding of our continuing
education needs.

Professor Ivor Crewe, Vice-chancellor, University of Essex
I would like to comment on Howard’s remarks about the danger of dependence on 
overseas student income. A large number of universities in this country are very 
dependent on overseas student income to stay afloat. If you analyse the accounts of 
most universities, you will find that the education of UK and EU undergraduates is a 
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loss-making activity. It is being subsidised by overseas students, as is quality research in
our leading research institutions, which is also underfunded. 

The future for the UK system, even if variable fees come in, will be to expand our overseas
student market and not to restrict it. Of course, it would be foolish for any university to
be too dependent on any single foreign market, and in particular China, where political
changes could make a big difference in the supply of students very quickly. But I do think
the future lies in expanding the overseas student market and diversifying it. For that we
may well need government help to increase capacity, to meet what I believe will be a very
substantial increase in the global higher-education market over the next 10-15 years.

Richard Brown, Chief Executive, Council for Industry & Higher Education
Employers are indeed spending many billions of pounds a year on helping to improve the
learning of their own staff. We do not know how much of that is at higher-education
level, but I suspect that quite a lot of it could be grouped into higher education. They send
people on disparate courses, grouped together into the BP foundation degree, etc.

I wonder if Laura could offer some comments as to how far the community colleges, for
example, appear to be rather more successful at that in the US than we are here in the
UK. Does Howard feel that this is an important source, and to what extent would it require
universities to start to take work-based learning more seriously than perhaps they are 
at the moment? Should HEFCE provide some incentives for that change?

Response: Professor Laura Tyson
I was going to make the same general point on employers. Where you see this working
most effectively in the US is in the link between employers and community colleges
because, understandably, if employers are going to be involved in supporting this activity,
they want to support it in ways which build the skills that they precisely need. They are
also interested in doing it for individuals who either work for them, or are on a path to
work for them. That is why you have interesting and targeted programmes of big firms
putting very big money into community college systems in the state of California to get
the pool of talent that they want.

The demand is coming from the students, the demography, and the recognition that in
order to make it in this world you need to continue your education. The key challenge is
to figure out various pathways for people to do that, and the different kinds of pathways
will be funded differently. At the end of the day there will be some heavily endowed, high-
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prestige institutions that receive academic gifts, and maybe a large percentage of students
there will go to postgraduate school and continue that tradition. But there have got to 
be pathways for students who are finishing with A-levels that are not in those kinds of 
institutions, but are in institutions that give a quality learning experience. 

I would still emphasise my earlier point that in the UK we are starting from a tradition of
higher education being funded by the state. There is no reason why that should remain
the default position. Higher education is an activity which benefits the individuals 
substantially; and the individuals, through the process of achieving the benefit, will pay
back to the state as a taxpayer and as a contributor to the economy.

So it is important to recognise that fees will become, and probably should become, a more
important part of the funding base. They will over time make up for what the state is
doing, certainly in the US and probably in the UK, as a result of fiscal pressure and of 
competing demands like healthcare, which is a major factor in driving out education
spending in the United States. The demographics change, the demands from other public
services change, and you need to find a way to make up that gap. A large fraction of it is
going to be through fees.

Response: Professor Sir Howard Newby
The thrust of Bob Fryer’s question is that we have hardly begun in this country to seriously
address the issue of work-based learning. It is not just that we in HEFCE do not have 
a funding model which can identify and support it properly, which we certainly do not, 
and we are going to do something about that. It is that as a nation we have not yet come
to terms with the fact that lifelong learning means that only a small fraction of an 
individual’s learning will take place during the traditional three years of an undergraduate
full-time degree. 

We need almost to turn the traditional model on its head, away from a three-year, 
residential, full-time student being the norm, to one where we have most of the learning
taking place across a lifetime, in a variety of settings, delivered very flexibly around the
needs and availability of the individual. That is where work-based learning comes in.

It is, by the way, not cheaper. Let no one believe that delivering in the workplace means it
is going to be less expensive; it certainly is not. It also presents all of us – employers and
those of us in the sector – with some quite formidable challenges about how you blend
the work and learning together. We have hardly begun to scratch the surface on that.
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On overseas students: a global market is emerging for certain kinds of students, a market
attended to by, if you like, a super-league of institutions who are global players. If you are
in that market, and you can sustain a global market position, then good luck to you. 
The reality, however – and this is the diversity argument again – is that a minority of 
institutions will be in that market position. We are going to be talking about segmented
markets here, and I worry about institutions who think they are global players but are
going to have a rude awakening when they find out they are not. What do they do when
they see their overseas student market beginning to dry up? That is not a trivial issue.

That leads to my concluding remark: that for all the talk about moving into the brave new
world of the student market, and for all the – in some ways justified – concerns about the
overweening nature of public control of universities at the present time, let me assure you
that the first place to which a university turns when it is in financial trouble is us, rather
than their local bank. In some ways we have to recognise that when we go into this world,
we cannot have it both ways. You cannot just take the benefits of the market and then
go running to the state for support when it all goes wrong.
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Appendix
Widening Participation & Fair Access: An Overview of the Evidence
By Bahram Bekhradnia, Director, Higher Education Policy Institute

Executive summary
1. Widening participation really is something largely in the hands of schools, and although
universities have a part to play, they are relatively minor actors. By and large, pupils of all
social classes with similar levels of achievement at school behave in a similar way when it
comes to higher-education entry.

2. We need to recognise that there has been a lot of progress. Although an oft quoted 
statistic is that the gap between social classes in higher education has not narrowed, the
reality is that it has narrowed enormously: from the higher social groups being six times
more likely to participate three decades ago, to three times now. This is still a large gap,
but much less than has been suggested, and because the number of people in the lowest
social groups has declined very substantially, even this overstates the issue.

3. There is a clear hierarchy of universities – manifested in the average A-level points 
of their entrants. Because school performance and social class are closely related, the 
academically most selective institutions are bound to be socially unbalanced. This hierarchy
is well known both to students and to employers, among others, and the institution
attended makes a difference to your life chances. That is why the government is right 
to be concerned with which university poorer students go to (fair access) as well as 
ensuring that they go to university at all (widening participation).

4. Universities need to be more explicit than they are at present about their basis for 
selection. Generally, they admit those students they think are likely to do best in their
institution. That is why they should not simply base their acceptances on crude A-level
scores, although A-level scores remain important. Universities urgently need better 
selection and diagnostic tools than they have at present.

Introduction
5. In many ways the issues of widening participation and fair access are quite distinct, and
the measures required to address them are different. Nevertheless, in some important
respects they are closely related, and in political discourse they are often conflated.
Broadly speaking, widening participation is a sector-wide issue whereas fair access is 
one that concerns individual institutions.
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6. Widening participation broadly refers to the widening of the social groups that benefit
from higher education. Fair access is less straightforward. Most obviously the term refers
to the fairness, or otherwise, of the admissions processes of institutions (and even this
provides room for argument: for example, whether it is past performance or future 
potential that should be considered). But it has also come to refer to the mix of students
in individual institutions. On the one hand, it is quite possible to widen participation 
without having fair access in either sense of the term. On the other hand, it is possible 
to concentrate on fair access in a way that detracts from a broader effort to widen 
participation.

Widening participation
7. It is a well-rehearsed fact that children from better-off backgrounds are far more likely to
participate in higher education than are children from poorer backgrounds, who also tend
to enter later and are more likely to study part-time. Also well known is the fact that 
the absolute gap in participation between the higher and lower social groups has not 
narrowed over the past few decades. Figure 1 shows this clearly. If anything, the absolute
gap has widened: in 1970, 32% of the higher social groups and 5% of the lower groups
participated – a gap of 27 percentage points. In 2000, 48% of the higher social groups
participated, compared with 18% of the lower groups – a gap of 30 percentage points. 

Figure 1: Actual academic performance index of lower and higher social groups over time
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8. There is another way of viewing this, however, which suggests that there has been quite
a lot of progress. Figure 2 shows that in 1970 the higher social groups were more than six
times more likely to participate in higher education than were the lower groups, and this
ratio had reduced to just less than three times by 2000. 

Figure 2: Ratio of participation in higher education of higher social groups 
over that of lower groups

9. What is more, the significance of this gap has reduced enormously, and on a like-for-
like basis, even the 3:1 ratio overstates the gap, relative to the earlier differences. This is
because the number of people in those groups defined as lower social groups has declined
very considerably over the years. As recently as 1970, nearly 90%1 of the population 
was defined as being in those groups, but that has now declined to about 40%. As a 
consequence, the scale of the problem is very much smaller than it was previously.
Whereas after the Second World War and right up to the 1960s the number of students
from the lower groups would have had to increase more than fourfold to achieve parity
with the higher groups, only a 40% increase would be required today. 

10. So, whether you believe that things have got better or not depends on whether you
wish to show that the glass is half empty or half full. However, better or not, it is still
apparent that there is a large gap between the different social groups, and it is this that
widening participation needs to bridge.
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11. In order to widen participation, we need to understand the reasons for the current 
differences. One welcome development over the past two years has been the recognition
that the disparity in participation is, by and large, not a problem caused by higher 
education nor one which higher education is able to resolve. Higher education has an
important role, of course, in raising the duration of a pupil’s time in education through
initiatives such as summer schools and Saturday schools. However, it is very much a 
subsidiary one. Figure 3 shows the disparity in staying-on rates at school for ages 16+
between different social groups.

Figure 3: Staying-on rates in full-time education by social class

12. The diagram shows that at every age, 16, 17 and then 18+, there is a greater falling
away out of education by pupils from the lower social groups. If this were addressed, and
students from lower social groups were to stay on in greater numbers and achieve the
level-three qualifications required for higher education, then participation would be
widened. This is illustrated in figure 4, which shows that once they have achieved the 
relevant qualifications, students from all social groups are equally likely to participate in
higher education. And there is other evidence that, once in higher education, students of
all social groups with similar school achievements behave in a similar way.2 How well they
do in school (and at A-level in particular) is the key determinant of whether they go on
to higher education, and how well they do there.
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Figure 4: Participation in higher education at age 18 by A-level point score and 
parents’ socioeconomic group

13. It could be, of course, that higher-education institutions are putting potential 
students off by their character or by what they offer. It could also be the prospect of 
student debt that is putting them off. The evidence to support these conclusions is weak.
As far as student debt is concerned, the introduction of fees and maintenance loans in
1998 caused no change in the pattern of student enrolment in higher education, either
in absolute terms or differentially by social group.3 It is still too soon after these policy
changes to be able to draw definitive conclusions, but other evidence seems to support
the view that demand for higher education is relatively insensitive to price. In New
Zealand, for example, participation by the most disadvantaged groups (Maoris and Pacific
islanders) increased after prices went up, as did demand in this country after maintenance
grants were replaced by loans in the late 1980s. Australia and Ireland provide other 
examples where changes in the cost of higher education (both up and down) do not seem
to have affected demand.4
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3 This finding – from internal HEFCE research that will be published shortly – is based not strictly on social class 
but on social classifications, based on small areas.
4 It should be noted, however, that there is survey and focus group evidence (eg Attitudes to Debt, a report for
Universities UK and HEFCE by Professor Claire Callender and the Centre for Higher Education Research & Information
[2000], ISBN 1 84036 094 1) that pupils from poor families are more debt-averse than others, and therefore report
themselves as less likely to participate in higher education if it involves debt. However, it remains to be seen if these
reported attitudes translate into behaviour. There is no evidence so far that they do. It could also be that financial 
considerations are affecting the institutions that poorer students attend – see Supply & Demand in Higher Education
(HEFCE, 2001).
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14. It is sometimes suggested that young people from poor backgrounds – especially those
without an academic bent – are discouraged from entering higher education because 
the courses that are offered are unattractive to them and irrelevant to their needs and 
inclinations. However, because nonparticipation in higher education follows nonpartici-
pation in school, it would be necessary to show that decisions to leave school at 16 were
taken because of a view about the nature and offering of higher education – it is there
that the main differences occur. It seems implausible to think that it should be so. And the
evidence from focus groups and other surveys suggests that the strongest single factor
which leads young people from poorer backgrounds to decide against staying on in school
and going on to higher education is the desire to earn money, followed by a feeling that
higher education is just not the sort of activity that people of their class would engage
in.5 It is these attitudes that we need to understand better and to tackle.

15. One particularly illuminating finding that has emerged from the work done by Louise
Archer is that young people from poorer backgrounds believe strongly that the rates of
return they will secure from higher education depend to a large extent on which institution
they go to. Many are convinced that they would not be able to get into a sufficiently good
institution to achieve a high rate of return. This provides a link between concern with
widening participation and fair access. If it were demonstrable that access to high-
prestige institutions was not closed to young people from poor backgrounds, then a key
to widening participation would be to provide education and information. This would
ensure that pupils are aware of the benefits of higher education and that it is in their
interest to achieve well at school and to be ambitious in the institutions they apply for.

16. There is one footnote on the question of widening participation. If we are to widen
participation, this implies necessarily that we must expand the system at the same time.
Especially with a growing population, the alternative would be to deny higher education
to appropriately qualified people from better-off backgrounds in order to make way 
for those from poorer backgrounds. Even if this were the right thing to do, it would be 
politically so brave as to be unlikely.

Fair access
17. What do we mean by fair access? A reasonable definition would be that no institution
should exclude applicants on anything other than academic grounds, and in particular
that extraneous matters like family circumstances, social class or ethnic origin should not
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Higher Education & Social Class: Issues of Exclusion & Inclusion (London, Routledge Falmer, 2003)



enter into decisions about admission. Most obviously, fair access refers to admissions
processes. Institutions must ensure that there is nothing in these that unfairly prejudices
the ability of any applicant to be selected on merit.6 However, this might be regarded as
too narrow a definition. For example, an institution might have a perfectly fair access pol-
icy in these terms, but be so unwelcoming that it deters people from some social groups
or of some ethnic origins. And even if the institution does not put them off, some people
may be put off for other reasons.7 It could be argued that, in order to achieve fair access,
institutions should be making more active efforts to attract such people. The social mix of
students actually achieved, and therefore their success in attracting applications, as well
as institutions’ admissions processes, are elements in fair access.

18. There is no doubt that our higher-education institutions are very different in their
social composition. But then our higher-education institutions are very different in almost
all respects. 

19. Figure 5 shows the spread of the lower social groups between higher-education 
institutions. Some have nearly 50% of students from such groups, while others have less
than 5%.

Figure 5: Spread of percentage of students from lower social groups by institution
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6 A well-known and obvious example was the discovery in the 1990s that the computer program used by St George’s
Medical School to manage its admissions coded ethnic minority applicants in such a way as to make it less likely that
they would be selected.
7 For example, students from poor backgrounds are known to travel less far on average to attend higher education. 
See HEFCE Report on Supply & Demand in Higher Education (2001).
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20. All other things being equal, this would appear to provide evidence that access is not
fair. Those institutions at the left-hand end of the scale are much more socially exclusive
than those at the right-hand end. But all else is not equal. Over the years, in this country,
we have developed a clear hierarchy of institutions in terms of the academic demands
they make for entry. Figure 6 shows the average A-level points achieved by students
attending each institution, and it will be seen how different they are in this respect. There
is a continuum: from institutions that demand and get 30 points on average, down to
some whose students have just 10 points.

Figure 6: A-level hierarchy – English universities by entrants’ social class and 
qualifications on entry

21. This situation arises because in this country students are entitled to apply to any 
university they wish – and they take advantage of this to a greater extent than do 
students in other countries – and institutions are entitled to select for admission whichever
students they wish. This has resulted in the clear hierarchy demonstrated in figure 6. By
and large, students apply for the most demanding institutions they think will accept them
and institutions select the best-qualified students that apply to them. Because school
achievement is so closely linked to social background, this makes it inevitable that some
institutions will be more socially skewed than others. Figure 7 shows the relationship
between A-level scores and family background. The difference in performance between
social groups continues a pattern that begins with GCSEs. There is a very strong bias at
this stage which makes it inevitable in a meritocratic system that those institutions 
making the highest academic demands will also be the most socially skewed.
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Figure 7: A-level points by social class

22. The academic differences explain most of the social differences between institutions.
Even if university admissions processes were completely fair, the social profiles of the most
academically demanding institutions are likely to be unbalanced. By and large, no one
seriously suggests that university admissions processes are deliberately unfair, and indeed,
what research evidence there is confirms that they are not.8

23. Most universities base their admissions policies on A-level grades, informed by reports
from schools and, in some cases, interviews. But they need to be explicit about the basis 
for their decisions. Generally they are not, but, if pressed, most would say that they are 
admitting those students that they believe have the potential to do best in their institution.9
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8 See, for example, Modood & Shiner, “Help or Hindrance? Higher Education & the Route to Ethnic Equality” 
(British Journal of Sociology of Education No 2, 2002). In modelling the probability of receiving an offer, they found
that social class was not a significant factor. Ethnicity was, but only when an interaction variable with institution type
was introduced, which showed that most ethnic minorities were significantly less likely to be made an offer at pre-1992
universities. There was, however, no reported exploration of an interaction between social class and institution type, 
so it is not clear whether such a specific effect also exists for social class.
9 This is not the only possible basis for selecting students. In The Shape of the River William G Bowen and Derek Bok
offer three possible bases besides academic potential: (1) that the applicants, even if they may not do better than others
while at university, have the potential to develop and become leaders of their community or profession later in life; 
(2) that the admission of one applicant in preference to another would create a better mix of students on a course or 
in an institution (this criterion is probably more applicable in some subjects than others, and may well fall foul of the
Human Rights Act in this country); (3) that the admission of one candidate rather than another is more likely to
increase the university’s endowment in due course.
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Figure 8: A-level points and degree success by school type

They have to make a judgment about which students have the potential to do best, and
generally A-levels are a reasonable pointer. But A-levels do not tell the whole story. For
example, it is now well established that pupils from independent schools do less well in
university than pupils from state schools with similar A-level grades, as is shown in figure 8.

24. This is not an attack on A-levels. A-levels remain an extremely effective way of 
identifying academic potential, and we would be foolish to undermine them in any way.10

But it is clear too that universities need to use a certain amount of discretion in making
their judgments. In the past there has been concern that, when using discretion, they have
tended to favour the better-off students. It is unfortunate that now, when some are 
exercising discretion with evidence to back up the exercise of that discretion, they 
are coming under fire from independent schools which believe that universities are 
discriminating unfairly against their pupils. Universities need to be careful, though. It
would be intolerable if some students were excluded from universities in favour of others
because of bias, prejudice or unsupported theories.11 The knowledge that, on average,
pupils from certain types of school do worse at university than others is useful general
information, but it does not help in individual cases to decide whether to admit one 
applicant in preference to another. Admissions tutors badly need additional tools in order
to be able to discriminate between applicants.
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10 We know, for example, that A-levels are a very good predictor of the degree class that students will obtain.
(Bekhradnia & Thompson Who Does Best at University? [HEFCE, 2002]).
11 Examples of unsupported theories are that pupils from schools without a track record of achievement at A-level or
of sending pupils to university will do better than their peers with similar A-level grades; and that the same applies to
pupils whose parents have not themselves been through higher education.
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25. The Sutton Trust has funded a pilot of the American scholastic aptitude test (SAT), in
British schools, conducted by the National Foundation for Educational Research, which
showed promising results. It is certainly clear that something further is needed, and the
SAT is one tool which may be helpful for this purpose.

26. This discussion illustrates that the question of fair access, and of what would 
constitute a robust admissions process, is extremely complex. We have to be very careful.
We need, firstly, to understand where the problems lie. Secondly, we need to be honest
about the implications of all this. There are things that universities ought to be doing to
widen participation and achieve fairer access, but if we misdiagnose the problem we will
prescribe solutions that may do more harm than good. 

27. It would be possible to achieve one notion of fair access by imposing, for example,
quotas of different social groups on institutions. In effect, if we did this, we would remove
the right of institutions to select those applicants whom they judge to be the very best.
Selection would have to be on some basis other than ability. This would make the whole
application process extremely haphazard from the student’s point of view, since, by and
large, students at present form a view of where they stand in the intellectual pecking
order and make their applications accordingly. The basis for applications would need to 
be completely rethought. 

28. Fortunately, this seems highly unlikely.12 What is more likely is that institutions will be
given an idea of the social profile that they “ought” to have, given the average ability of
their intake, the subject studied, and so on – essentially the HEFCE benchmarks at present
– and then judged according to how close they are to these. However, it should be noted
that, according to HEFCE, these are not targets, and even with this caveat, we need to be
a little careful. 

29. The benchmarks are quite good for their purpose of comparing indicators, but they 
are not perfect. For example, they rely on UCAS data, which records 30 points only as 
the maximum a student can obtain at A-level. But there are some universities – two in 
particular – where the average entrant may have four or five A levels, perhaps all at 
grade A. That might well mean that the benchmarks are misleading or inaccurate in these
cases. What is more, they are based purely on previous exam results and subjects studied;
they take no account of other factors or of potential that the raw scores may not reveal.
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12 In an interview with The Guardian on 4 March, Margaret Hodge, Minister of State for Higher Education, said that the
government had no plans to impose quotas on institutions.



30. There is one detailed aspect of the admissions processes in this country that makes
higher-education admission more uncertain and less robust than it need be: most 
applications are decided before the A-level scores of the applicants are known. Most 
applications are decided on the basis of predicted A-level scores, together with school
reports and pupils’ statements. This provides a further – and apparently unnecessary –
aspect of the process where unfairness or bias could creep in. Moves to a post-qualification
admissions system would certainly ease the job of institutions as they try to deal fairly
between applicants.

Conclusion
31. The government’s concern with widening participation and fair access is really very
largely a concern with young, largely full-time, traditional students. It barely touches 
on the question of lifelong learning and the increasing number of mature students who 
participate in education throughout their working lives. Arguably, this is the more 
pressing educational and economic concern, but the questions of widening participation
and, particularly, fair access are important for social reasons. Those who undergo higher
education when they are young achieve the greatest benefits through their lives, and
there is a strong belief that the more prestigious the institution, the greater the benefit.13

In social policy terms, therefore, widening the participation of young people, and fair
access, are extremely important.

32. It is apparent that higher education itself has a limited role to play in widening 
participation. It is important, but it is by no means the major player. Aspirations and
achievement have to be worked on at a much younger age for this to translate into
widening participation. Nor, despite what remains to be done, should we lose sight 
of what has already been achieved. There is very much greater participation in higher 
education than there was, and the number of those affected by the differences in 
participation by the different social groups is very much smaller than in the past. 

33. The government is right to concern itself with the question of fair access. In terms of
the individual, it is not sufficient simply to participate in higher education. That is important,
but the institution they go to is also important, and in social policy terms, frustrating
though some find it, the government’s concern with the "top" universities is understandable.

T H E S M I T H I N S T I T U T E

145

13 Good research on this is not available, and there are suggestions that the differences between universities – other
than a small number of the most prestigious – are relatively small and decline over time. However, this is not a 
conclusion that can be reached with confidence, and there is no doubt that the most prestigious universities do indeed
confer disproportionate advantage.



34. There does appear to be a problem in that, disproportionately, students from poor
backgrounds enter less prestigious institutions, which provide less benefit than others 
further up the hierarchy. In part, this is again because of differential performance at
school by different social groups. But, as discussed earlier, that does not appear to tell 
the whole story. 

35. Institutions need to ensure that they get the applications. They also need to be more
confident than it is possible to be at present that they are identifying students with the
potential to succeed best at their institution. This will not be achieved by imposing 
quotas on institutions. That could be done, but it would imply a very different notion of
fair access. It would also imply far-reaching changes in the nature and characteristics not
just of individual institutions but also of the whole higher-education system. 

36. In pursuit of a more acceptable definition of fair access, institutions should ensure as
far as possible that they admit those applicants most likely to do best academically. To
achieve this, the most urgent need, besides ensuring that more young people from poorer
backgrounds get to the starting point, is to give admissions staff more effective means
than they have at present to identify potential. A-levels play an extremely important role,
but alone they are not sufficient to do the job that is required of them at the margins.
Other diagnostic tools are needed.

T H E S M I T H I N S T I T U T E

146



T H E S M I T H I N S T I T U T E

117


