24 March 2005
To heads of higher education institutions in England, Scotland, Wales and Northern Ireland
Dear Colleagues,

Joint Costing and Pricing Steering Group

Progress with the Transparent Approach to Costing (TRAC) and the transition to full economic costing (fEC).

I am writing as Chair of JCPSG to bring you up to date with progress on the development and implementation of full economic costing methods based upon TRAC, and to bring to your attention some of the implications of this for the pricing of activities.
The HE sector as a whole has made impressive progress in developing the TRAC methods that have grown from the Transparency Review, and in implementing the extension of the approach to the forecasting of the full economic cost of projects and activities. This progress has opened the way for the reform of the Dual Support system for research funding by the Research Councils and Funding Councils, led by the Office for Science and Technology. JCPSG has strongly supported the reform process, ably supported by JM Consulting Ltd. The new approach to publicly funded research will be operational by September 2005, and we are all grateful for the support that universities and colleges have given to these developments.

The reform of the Research Council approach to funding projects has provided an opportunity for a major change to the pricing of activities across a broad front, and a new “ruling price” for much of our work. This will make it easier for the sector to leave behind the “low price culture” engendered by earlier approaches to funding, and marks an important step for institutions in achieving financial sustainability. However, it is also essential that universities and colleges themselves support these changes through seeking to recover full economic costs wherever possible.  Where prices or funding are accepted that are below full economic costs there are risks that such actions have repercussions for the whole sector.

It will help the sector if these changes can be co-ordinated to some extent. I have therefore attached to this letter a guide prepared by JCPSG showing the present position about pricing and a timetable for the transition to the new fEC basis for the various categories of activity. I hope you will take this into consideration when establishing your pricing strategy for the future.

For information, I have also attached a paper assessing the cost, benefit to the HE sector and regulatory impact of the development and implementation of TRAC and the fEC methods. It was written for JCPSG by JM Consulting Ltd as the basis for a submission to the Higher Education Regulation Review Group (HERRG), following a request for information.  You and your colleagues will, I hope, find it of interest as it 

reviews each stage of the process over the life of the project. Both this and the pricing timetable may be circulated within your institution if you wish.

Finally, as I expect you know, JCPSG will finish its work at the end of July of this year. I would like to take this opportunity to let you know about our exit strategy as the elements of this are now agreed.

a) JCPSG has commissioned JM Consulting Ltd to bring together all of the guidance developed over the years since 1997 in a single consolidated manual for TRAC and fEC. This should be available in May or June 2005 and should be shorter and easier to use for operations and training. An editorial panel drawn from the sector is overseeing the process. An up-to-date briefing booklet for academic managers is also being written.

b) So that the TRAC and fEC guidance can be kept up to date, the funding councils and the British Universities Finance Directors’ Group, BUFDG, have agreed to establish a review group to advise on any changes to the guidance that may be needed in the future.

c) BUFDG and the Leadership Foundation have agreed to build training activities for both accountants and academic managers into their programmes.

d) Most of the network of self help groups established by JCPSG to support costing and pricing work have indicated that they intend to continue meeting after JCPSG ceases.

e) The help desk for institutions provided by JM Consulting Ltd under contract to JCPSG will continue until 30 September 2005. After that date, the funding councils and research councils will provide support through their mainstream processes.

f) The JCPSG web site will continue to be supported until January 2006, when the key elements of it will be incorporated into the funding council web sites.

With my colleagues on JCPSG, I look forward to seeing the costing and pricing activities through to a conclusion in July, and I would like to thank you for your support for our work over the years.

Yours sincerely,
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Professor David R. Westbury

Chair of JCPSG

Attachments:
Timetable for the operation of pricing based upon fEC

Regulatory Impact of TRAC
