TRAC for Teaching 
Overview of Guidance 

The following is an overview of the guidance on TRAC (T).  This should be useful for senior management briefing and internal communications within institutions, and to inform other stakeholders and interested parties.
Introduction

1. A new framework for costing teaching based on the established principles of the Transparent Approach to Costing, is now being implemented.  This is called TRAC for Teaching, or TRAC (T).   An introduction to TRAC is available on the JCPSG website
.  This overview focuses on the new aspects of TRAC (T). 

2. TRAC (T) has three main aims:

· to enable higher education institutions (HEIs) to understand their own costs better, so that they can use cost information for planning, decision-making and management;
· to inform HEFCE’s allocation of funds for teaching;
· to assist in understanding the total costs of sustainable teaching. 
3. HEFCE is developing TRAC (T), working with the HE sector in England, and with a group of adviser institutions and consultants.  This is a staged process which is likely to continue for three to four years. The initial (priority) requirements for Stage One (implementation over 2006-08) have now been defined.

4. The first year of implementation (2006-07) will be a pilot year.  Institutions will report initially on 2005-06 data in February 2007, and will be supported in reviewing and refining their methods and data through an informal benchmarking process provided by HEFCE and facilitated by J M Consulting.

5. The aim is for all HEIs in England and Northern Ireland
 to be in a position by February 2008 to report consistent data on the full costs of their HEFCE-fundable teaching in the Higher Education Statistics Agency (HESA) academic cost centres where they have provision.  This will provide valuable management information for institutions, and will enable HEFCE to review the price groups used in its funding method for teaching in time to inform any changes for 2009-10. 

Development of TRAC

6. TRAC has been developed over a period of more than six years.  It has been through three distinct phases:
i. The initial public accountability exercise flowing from the 1999 Transparency Review.  This involves annual retrospective reporting of the costs, and (since 2006) income, of Teaching, Research, and Other principal activities of institutions.  This is called annual TRAC;

ii. TRAC full economic costs (fEC), which was developed in 2004 as part of the Government’s reform of the dual support system for the public funding of research.  It provides a method to establish the full economic costs of research projects (usually forwards over a 3-5 year period) as a basis for improving the sustainability of research; 

iii. TRAC (T) which is being implemented in England and Northern Ireland from 2006.  It provides methods which HEIs may use in costing and managing their core business (these are optional); and methods that are to be followed if an institution’s data can be used to inform the public funding of teaching (there are ‘minimum requirements’ to be met for this).  In terms of extra effort, the minimum requirements in TRAC (T) are a very small addition to the processes already in place in institutions’ TRAC systems.  But even that adds significantly to the value of information they produce.   
Principles and priorities for TRAC (T)
7. TRAC (T) has a broad role: it has some elements to meet HEFCE requirements, but also provides a menu of methods that institutions can use if they wish to cost other aspects of their teaching.  This saves each HEI inventing its own systems, and achieves consistency so that, for example, any data used by institutions in plans or bids to HEFCE may be accepted as robust and comparable.

8. TRAC (T) builds on the existing work, knowledge and systems in institutions.  A fundamental principle guiding its development has been to minimise the minimum requirements (that HEFCE needs) and thus to minimise any additional administrative burdens for institutions.

9. The priorities for Stage One development in 2006-08 fall into two areas:

i. To provide information to help understand the total cost of sustainable HEFCE-fundable teaching at institution and sector level.  This is not currently available from TRAC, but will inform HEFCE’s work in making the case for funding for the sector.  It will also contribute to institutions’ understanding of the total costs and sustainability of their HEFCE-fundable teaching;

ii. To derive the full subject-related costs of teaching a typical student in each HESA academic cost centre at every institution.  This is called Subject-FACTS (Subject-related Full Average Costs of Teaching a Student)
.  This information is being benchmarked, and will therefore provide two valuable outputs:

· for institutions, benchmarked costs of teaching across 41 HESA subject areas
 which provides management information to support (for example) planning, pricing and portfolio management, for both internal and external comparisons;

· for HEFCE, information which will enable it to review the price group structure in its funding method for teaching, and if appropriate to develop new price groups and price group relativities, informed by the full economic cost of these subjects.

10. These outputs, or the methods producing them, are not revolutionary, but they do provide an objective evidence base for the price relativities in HEFCE’s funding method for teaching, as well as valuable pieces of management information for every institution in terms of the sustainability of their teaching, and the relative financial performance of different subjects in the institution. 
11. A further very significant benefit is that HEFCE is likely to be able to use TRAC (T) evidence to inform its work on the sustainable cost of teaching, to help make the case to retain the current level of teaching funding in real terms as variable student fees are progressively implemented.     
12. Stage Two of the project will cover some non-subject related costs (such as robust costing of widening participation, for example) which will help to inform HEFCE’s funding allocations.  This will include (optional) developments in other areas of interest to institutions, e.g. course-costing, where there is no current HEFCE requirement for information. 
Timing

13. Stage One is being implemented progressively from October 2006.  There is strong institutional support for reviewing the price groups using TRAC, and HEFCE wishes to proceed with this as fast as is practicable.  However, there is a lead-time in introducing new methods and in developing robust data in institutions.
14. Institutions are asked to provide Subject-FACTS data to HEFCE - the costs of their teaching in each HESA academic cost centre.  In the first (pilot) year this is being based on 2005-06 data and institutions will submit data by the end of February 2007, about a month after the normal annual TRAC return.  The Subject-FACTS will be benchmarked and tested for reasonableness in 2007, and institutions will provide a second more robust set of Subject-FACTS in February 2008, based on 2006-07 data.  This process will allow preliminary thinking on the price groups to begin in 2007, and should enable HEFCE to review its price groups (as appropriate) and to consult the sector, in time to influence the 2009-10 funding allocations.

Requirements and guidance
15. The ‘minimum requirements’ for institutions in Stage One (to be met if their data is to be used by HEFCE) are few in number – they are given in Section B of Part VII of the TRAC (T) Guidance, and provided here in an annex.  They are in a style familiar to TRAC project managers who are responsible for implementing these methods.  

16. In less technical language, the main tasks that institutions will have to do can be summarised under three headings.
a.  Institutional planning

17. Any institution implementing TRAC (T) is likely to benefit from its senior management team considering its own cost objectives for the exercise.  The Guidance lists over a dozen of these and shows the parts of the TRAC (T) framework which could help to take these forward, as institutions wish.    
18. Each HEI will also wish to consider the levels at which it requires cost information.  Institutions might choose to record costs at a number of levels  -such as faculty, school, department, HESA academic cost centre, subject area, module, programme.  Annual TRAC sets out a minimum requirement for information at department level
 which is being reinforced by TRAC (T).  It is not a TRAC (T) requirement for information to be provided by module or programme.  Some institutions are of course interested in recording at levels that are lower than department, for their own purposes.  
19. In summary, institutions will benefit from considering some simple questions:  

· why are we doing this?
· how will we satisfy the HEFCE requirements?

· what more do we want out of it for ourselves?

· how should we organise internally to manage it?

20. Implementation of TRAC (T), and understanding the figures that are produced, is a management issue, not simply a technical costing exercise.  As with previous phases of TRAC, institutions are advised not to treat this as simply a finance-led exercise to respond to HEFCE requirements.  It is a legitimate strategy to “do the minimum”, but it is better to decide on this after due consideration of costs and benefits, rather than to let it happen by default (and possibly miss an opportunity to realise greater benefits).  
b.  To inform the costs of sustainable HEFCE-fundable Teaching
21. Institutions will need to:
· ensure that the identification of publicly-funded and non-publicly funded student numbers and therefore cost apportionments are robust at department  level;

· allocate their TRAC costs of Teaching between HEFCE-fundable and non-HEFCE fundable provision at department level;
· report the total cost of HEFCE-fundable Teaching to HEFCE.

22. These are really “good-house-keeping” improvements to the original TRAC implementation, to make the high-level costs of teaching more robust and useful.  An associated issue is the incorrect use of TRAC definitions in some institutions (or parts of them) where work which is clearly “Scholarship” (in the sense of Support to Teaching or Support to Research, but itself having no clear research outputs) is being allocated by some staff as “Research”.  This has two unfortunate consequences.  It denies institutions good information for managing their own research performance, and it leads to the costs of Teaching being understated at institutional level.

c.  Subject related costs (Subject-FACTS)

23. Institutions will need to:
· remove the costs of non-subject related activities, mainly by using HEFCE income (details of which will be provided to them) as a proxy for costs in Stage One of TRAC (T) development.  (The use of this proxy does not mean that HEFCE considers the costs to be at these levels; costs in many of these areas are likely to be ascertained robustly during Stage Two);
· map the resulting subject-related costs of HEFCE-fundable taught provision at department level onto HESA academic cost centres; 

· divide these teaching costs in each HESA cost centre by the HESA full time equivalent (FTE) HEFCE-fundable student numbers for that cost centre;
· report these average HESA cost centre costs (Subject-FACTS) to HEFCE and participate in the benchmarking exercises. 

Burden
24. Almost all of the work under (b) and (c) above can be completed by existing TRAC managers in institutions, with the assistance of staff in finance, planning and academic registry.
25. The adviser institutions estimate the effort involved is about two to five weeks work per year, with a staff cost of perhaps £2,000-5,000.
26. There should be no direct impact on academic staff.  However, some institutions are asking staff to complete a slightly more detailed time allocation schedule for annual TRAC, to permit them to analyse additional categories of teaching costs (e.g. to distinguish post-graduate taught from undergraduate teaching).  Others are starting to plan to record all relevant costs at the level of subject area, or module.  These changes are being implemented because institutions see value in deriving the information automatically, but there is no minimum requirement by HEFCE to do this.  

Balance of costs and benefits
27. A formal Regulatory Impact Assessment
 will be completed in autumn 2006.  However, Stage One of TRAC (T) will provide some very important management information that is needed both by HEFCE and by institutions at a minimal extra cost over what has already been incurred to implement TRAC.  It will increase the return from the investment already made in TRAC, and will improve the overall cost-benefit of TRAC. 

28. It is up to institutions to realise the full potential of improved cost information.  A few institutions already have information that is more detailed and more robust than TRAC (T), but even then, the sector benchmarking of Subject-FACTS will add value.  Many others are already implementing TRAC (T) faster and in more detail than the Guidance requires, using it to set an agenda and a framework for their own cost objectives.  
29. Others are currently unable to put the resources into TRAC (T) implementation to allow them do this, but are still prepared to put in the small amount of time required to meet just the minimum requirements.  They will benefit from an improved ability to obtain information on the costs of teaching students, by subject, and to compare this easily and consistently both within their institution, and across the sector.
ANNEX    Minimum requirements 

(to meet HEFCE’s cost requirements)
Institutions that are reporting costs to HEFCE to inform its teaching funding method should meet the following minimum requirements:
	Minimum requirement
	Reference:

Part, chapter 

	Definitions used in the Higher Education Students Early Statistics Survey (HESES) to classify students should be used. 

Other definitions given in the Guidance should be used.
	 VII,  D.1;

Appx 3

	Non-publicly funded Teaching (NPFT) student numbers used as a cost driver to allocate costs should be reviewed to ensure that they are robust at department level.
	 VII,  D.2

	Publicly-funded Teaching costs (including bursaries for PFT students) should be allocated between HEFCE-fundable provision and non-HEFCE fundable provision, by department.
	VII,  D.3

	Subject-related costs should be derived by ensuring that the differential costs of specified non-subject related activities are removed from the costs of HEFCE-fundable provision in every academic department. The activities currently specified are: student-related (widening participation and disabilities; bursaries; part-time); provision-related (foundation degrees; sandwich year-out; long courses); institution-related (small institutions; specialist institutions; London institutions; old and historic buildings; specific initiatives).

The costs of all other non-subject related activities should not be removed and will therefore remain as part of the costs of subject-related activities.  These are: non-completion; post-graduate taught courses; flexible learning; employer engagement; partnership.
	VII,  E.1
VIII,  B

	Specific methods for excluding non-subject related costs from the subject-related costs of HEFCE-fundable provision should be used, even if an institution believes it can estimate its costs better in a particular area. 
These methods are: the actual costs of bursaries; and current HEFCE funding (data provided by HEFCE) as a proxy for the recurrent costs of all other specified activities.  All funding identified as proxies for non-subject related costs should be removed from the costs of HEFCE-fundable taught provision for each relevant academic department (except for some specific exemptions).
	VIII,  B

	The subject-related costs of HEFCE-fundable provision in departments should be mapped onto HESA academic cost centres.  This mapping should reflect the staff delivering the activity returned under each HESA academic cost centre to HESA; and thus the students returned under those cost centres.   
The costs being allocated to HESA academic cost centres should include all relevant TRAC costs (including central services, estates and cost adjustments). 
	VII, E.2
VII,  E.2

	The subject-related costs of HEFCE-fundable provision in each HESA academic cost centre should be divided by HESA FTE numbers for HEFCE-fundable provision (data will be made available by HEFCE).
	VII,  E.3

	The current TRAC quality assurance processes of internal review, reasonableness checks and benchmarking should be followed;

Institutions should complete the benchmark proforma.
	VII,  G.1
VII,  G.2


� Joint Costing and Pricing Group: � HYPERLINK "http://www.jcpsg.ac.uk/guidance/downloads/Overview.pdf" ��http://www.jcpsg.ac.uk/guidance/downloads/Overview.pdf� 


� References to HEFCE throughout the Guidance should be read as the Department for Employment and Learning in Northern Ireland (DELNI) for institutions in Northern Ireland.  HEIs in Scotland and Wales are also likely to be implementing TRAC (T) – further Guidance will be produced for those institutions.


� In full: the subject-related average annual cost of teaching a full-time equivalent HEFCE-fundable student in a HESA academic cost centre based on TRAC.


� There are 34 HESA academic cost centres, some of which will be split under TRAC (T) to reflect the different levels of cost attached to the different types of provision returned under them to HESA (e.g. clinical medicine, sports science) – therefore 41 Subject-FACTS will be calculated.


� A level of management below that of institution, defined by the institution, where costs and activity are planned, budgeted and controlled.


� For a report for the Higher Education Regulatory Review Group (HERRG).
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