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Good morning colleagues and it’s a great pleasure to be with you.

I’m a bit of a nerd about student retention  - it fascinates me.  There are so many 
facets to it – the costs, the psychology, the attitudes, the activities – all interesting.
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In this seminar I’d like to focus on two main questions – how we measure student 
dropout in distance education and what are the effects on the players involved.

The institution with which I’m most familiar is the UKOU so I’ll use examples from 
that to illustrate some of the issues.
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A very brief reminder of the UKOU

- no entry qualifications are needed to degree courses

- It has around 220,000 students mostly in the UK (it doesn’t have anywhere near the 
international reach of the London External programme).

- It has about 500 course modules at various levels.  Most are around 9 months long 
but some are shorter.

- Students have to take between 6 to 12 modules for a degree depending on their 
choices and the credit rating of the modules.

- Modules are assessed by a mixture of continuous assessment and a final exam.

So what is the retention picture?  Let’s start with an individual module: 
#
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If, as many people do, we just look at the final exam pass rate, things look very 
satisfactory as they do for many London programmes.  This is the exam pass rate for 
the OU’s technology foundation modules since 1975 – hovering just above 90%

#
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But if we look at the % of students who actually got to the exam the picture is rather 
different.  And since the overall retention rate is the combination of these two lines 
the picture is less satisfactory, with overall retention being less than 50% in 2005 and 
still dropping since.
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Indeed we have to hope that the trend is evening out in the last few years...

The simple moral is that just looking at exam pass rates is not enough to get a true 
picture of dropout.  So let's take a bigger picture and look at overall graduation rates.
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You need to take a long term view on this as it can take anything up to 12 years to 
graduate (or more - the Guinness Book of records puts the longest degree in the 
world as 23 years held by an OU student).

This graph shows the accumulative rate of graduation by year of entry and suggests 
that the overall graduation rate has been dropping for many years.
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And the latest HEFCE figures taken over 11 years suggests it’s now down to 22%.  The 
fact is that the OU’s main output is of dropped out students – some 78% of its entry 
students do not ever graduate with the OU.  

Of course some students transfer to other universities, some get intermediate 
qualifications with which they are satisfied, some only wanted a taste of university 
study for an interest and so on,  but there is no way of telling how many students 
leave in those ways – the OU does not have any data on what happens to the large 
majority of its new students.

One way to get an handle on this problem is to compare the OU’s graduation rate 
with other rates 
#

8



Graduation rates for full-time students are around 82%, part-time students in 
conventional universities 39%, compared with the OU’s 22%.  

Whilst full-time students must be quite different in their behavior from distance 
students, I would suggest that there’s no particular reason why part-time students 
aren’t like distance students in terms of transfer to other universities, getting 
intermediate qualifications, a taste of university study for an interest, and so on
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So I wonder if there’s some kind of ‘distance learning deficit’ – a retention deficit in 
the OU’s distance learning model as compared with part-time learning which is due at 
least in part to the distance factor.  But that needs investigating further. 

So let’s look in more detail at where drop out occurs
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This is a ‘rivergram’.  It shows how students dropout during a course module.  
Imagine that students are salmon travelling upstream and having to leap over various 
weirs which are assignments.  At each weir or assignment some salmon or students 
make it over and continue upstream in the ‘progress’ channel but some dropout 
down the exit channel.

Some skip the first assignment and come back to the second but very few.  More 
dropout before each successive assignment. 

I tried to replicate this picture for a set of course modules
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But it proved to be too complex.  I found that there were at least 14 different ways 
that a students could escape from the OU.  Trying to block the escape routes looked 
impossibly complex – you’d have to be a little Dutch boy with 14 fingers….

However there were clearly two main points at which students leave a course:
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Many dropout at the beginning of their module.  

We don’t know if there decision happens when they receive the course material, or 
after trying  to study for a while or when they attempt the first assignment.  I suspect 
that for many it is fairly soon after looking after the course material and that we need 
to do more to make those opening few pages more accessible  That’s a topic for 
another seminar later.
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The other large dropout comes at the finish of the module where even successful 
students dropout by not registering on another module.

#
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And alarmingly this re-registration rate has also been dropping in recent years – I 
believe it is now lower than 40% and is something of a mystery.

Finally in this analysis because the OU has many modules it’s possible to compare 
their success in various ways:
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This ‘scattergram’ shows % of students getting to the exam (horizontal axis) against % 
of students passing the exam (vertical axis) .  Each dot represents a course module.

There are some curious variations – the easiest module (top right) and the most 
difficult (bottom left) are both 3rd level technology courses – I’ve no idea why and I 
suspect the Technology Faculty doesn’t know either.  

# # Drawing cross hairs at the average rates divides the graph into four areas

#1. Top right – modules where a high number of students get to the exam and pass it 
– we call these ‘fair rides’

#2. Top left – modules where not so many students get to the exam but most of them 
pass – ‘sifters’

#3. Bottom left – modules where few students get to the exam and few pass – ‘heavy 
goers’

#4. Bottom right – modules where quite a lot of students get to the exam but then 
fail.

This last group seems to me to be a concern – if students complete the continuous 
assessment and get to the exam they really ought to have a good chance of passing 
and I don’t know why these courses are breaking that rule. 

So where is all this analysis leading us?  What are the implications of student 
dropout?  Let me start by asking what is the cost of success
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In other words - how much does it cost society (in the form of Government so 
eventually us) to produce a successful graduate?  I wonder how many institutions 
know their answer to that?

#

If you were to ask Toyota how much it cost them to produce a successful car they 
would certainly know.  

#

They wouldn't tell you but they’d know down to the last nut and bolt.

# 

If you ask a government how much it costs them to produce a graduate then the 
answer is not as clear

#

I’ve asked UK funding bodies but I can’t get a clear answer – I get the feeling that they 
don’t actually understand the question
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So I’ve tried to do some calculations myself by just dividing an institution’s 
government grant by the number of graduates it produces.  This is my result and 
you’ll see that the cost of a UKOU distance education graduate is less than a third of 
the cost to government of a conventional UK degree.

But the ratio is even better than this
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If you take into account the fact that most distance graduates are in employment 
during their studies and paying tax then in one sense their production costs the 
government more or less nothing.

I know this isn’t true but what ever assumptions you make the cost of a successful 
distance education graduate is far less then a conventional graduate for both the 
students and the Government.

It’s also useful to note these days that distance education scores in terms of 
sustainability
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According to work at the UKOU its courses are far lower in both energy use and CO2 
production than conventional courses – by around 80%.

Turning to the costs of distance education - what about students in distance 
education compared with their comrades in full-time education?

#



21

The costs of distance education to a students in the UK are relatively easy to calculate 
and compare with full-time tertiary education.

You’ll see that the biggest cost of full-time education is not the fees a students pays 
but the loss of earnings they experience.  This increase the cost advantage of distance 
education to nearly 20 times.

That means that a student’s returns on investment of distance education are also 
likely to be better than conventional education.
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There have been many attempts to work out the return on investment in higher 
education – that is the increase in a graduate’s lifetime earnings due to a qualification 
over the amount they had to invest to get that qualification – the ‘Graduate 
Premium’.

In 2003 researchers at the University of Warwick in the UK calculated that return at 
550% in the UK.  That has been going down steadily since then as more graduates 
enter the work force and the UK government now says it’s about 150%.  I have two 
daughters in higher education and I’m watching that figure very closely as they near 
graduation.

#

Part-time students do a great deal better in returns – for UKOU students the return is 
probably still of the order of a 1000%.  I don’t know what they might be to London 
External students – in some case quite a lot bigger I would guess.  In other words 
distance education is much better value to students than conventional education.
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Finally it’s important to remember that for both full and part-time students there is 
evidence of returns in better health and longevity.  As far as I know no-one has tried 
to work out the financial implications of these. 

But there’s a but.  In the light of recent events in the global banking systems we now 
know more clearly than ever that every investment carries a risk.
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That risk is of losing your investment through failure or dropout.  As we’ve seen for 
conventional universities this averages out at 18%  In the UKOU it is up to 45% on a 
student’s first course (partly because it’s an open entry system of course).

In conventional finance terms this is a very high level of risk.  In fact –
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Investing in distance higher education is riskier than putting money into wildcat oil 
well drilling.  (That has only a 10% chance of losing all your money).

Or as a colleague of mine in the UKOU used to say:
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Distance education is a kind of ‘Educational Paeschendalism’ where you throw 
thousands of students over the top in the hope that a few will get through.  In fact 
when you examine retention rate carefully (and that’s not easy because few places 
publish them openly) there are very few distance education institutions in the world 
that produce more graduates than dropouts.

But this isn’t all.  There is evidence from surveys of fulltime dropouts that dropping 
out is actually bad for you.
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This graph is form a survey by John Bynner at the Institute of Education.  It shows that 
the levels of depression amongst male non-completers is markedly higher than that 
of graduates – as you might expect but it’s also markedly higher than amongst ‘A level 
qualifiers who are school leavers who didn’t go to university.
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The same is true for women dropouts although the effect is somewhat less marked.
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But women dropouts suffer markedly higher levels of violence from their partners 
than either school leavers or graduates.

This is a curious finding that perhaps has something to do with diminished self-
esteem? – I don’t know.
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Another slightly odd statistic is that there are higher levels of Body Mass Index 
amongst men dropouts – BMI measures how fat someone is and is directly related to 
subsequent ill-health.  This effect is quite persistent – up to 20 years after the event.
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Again there is an effect on women’s health but somewhat less so.
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And finally, and not unexpectedly, men dropouts have a large increase in the 
possibility of being unemployed.

Now you might say “How do we know these are causal relationships this way round?  
Might it not be that students become depressed and dropout rather than dropout 
and become depressed?.’

Well yes.  But given that dropouts weren’t too depressed to get into university in the 
first place it just seems much more likely that depression occurs as a result of 
dropout rather depression occurring for some unknown reason followed by dropout.    

So we have a situation –
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The UK is moving towards a 50% participation rate in higher education.  If dropout 
continues at 20% then 10% of each age cohort in the UK will be 

• In debt

• More likely to be unemployed

• More likely to be in poorer health particularly depression.

There are two points to make 

1. 10% is a substantial proportion of the age cohort.  It is greater than the casualty 
rate amongst British and Commonwealth troops at the Battle of the Somme –
now always referred to in the UK as the ‘lost generation’ and thought to have had 
long term social affects.  I accept that this is an overdramatic simile but I’ll stick 
with it.

2. Sir Richard Layard of the London School of Economics says that depression is the 
UK’s biggest social problem and is costing more than unemployment – £17 billion 
per year.
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As Professor Watson of the Institute of Education points out the better we are at 
increasing participation the bigger the gap between those succeeding and those left 
behind.

Finally let’s look at the effects of dropout on institutions

#
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I think there might be three issues for institutions

1. Willing to pay.  If an investment is known to be risky will students continue to be 
willing to pay for it?  No signs that institutions are suffering yet but… 

2. Tuition fees.  Will students and parents start to look at what they’re getting for 
their money?  As I said previously I have two daughters in higher education.  I’m 
keeping tabs on what they get in hours of teaching and support for the money I’m 
paying.  It’s not too difficult to work out that at the current rates of academic 
salaries (and we know how inflated they are…) that they should be getting at least 
15 hours a week in groups of ten for at least 30 weeks a year allowing for 
substantial overheads.  Are they getting that?  No.  Does that worry me? Yes.  Will 
I write to the Vice Chancellor and complain?  Quite possibly.  Will I wait until after 
they've graduated.  Sadly yes…

3. Grant income.  In UK government grants follow retention data.  So dropout loses 
the UKOU NZ$34 m a year in lost grant. 

Finally the implications for government and society as a whole are considerable
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Again there are at least three implications

Inefficiency of the higher education sector.  I can remember talking to a small 
businessman – I mean a man running a small business - who said ’You people in 
Universities amaze me.  I take in raw material and convert it to products with 99% 
success or I’m out of business.  You take in raw materials, lose half of them and 
nobody cares”.  How unfair! – I think…

Then there’s increased social expenditure – because of worse health

And finally losses in income tax and GNP because of higher unemployment 

If I tried to put figures on these I’d just be guessing.  But let’s guess anyway – it might 
be of the order of at least £3 billion each year. 
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So to go back to my original question about the costs of student dropout – I think that 
there are a number of serious issues in both health and finance for student 
themselves, institutions and governments.

- and therefore for society as a whole.

But we need to ask a couple more questions: 
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Do part-time or distance students suffer to the same extent as full time students from 
these effects?

I don’t think we know.  Every year the OU sends a questionnaire to dropped out 
students but it only asks them why they dropped out, not how they feel about it.  

We can hope that as learning is a smaller part of the lives of part-time students that 
dropping out has less traumatic effects.  But the slogan “Distance learning – does you 
less damage” may not be the most enticing promotion…

So I think we should care about dropout.  But it also raises the question of what can 
we do?  I’ll come back to what activities might increase retention in the next seminar.  
But there are some preliminaries to that.  The first is to ask what a reasonable target 
for retention might be.
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If you’re setting aiming at a target it’s important to know where it is

For example intentional comparisons are very difficult but might be helpful.  

Where you have entry qualifications it ought to be possible to do better by reducing 
the false positives – the people selected who go on to fail.  Equally important will be 
to reduce the false negatives – people who weren't allowed in but who could have 
passed.  

I’ve tied to estimate what the maximum increase in retention we could achieve in the 
OU through data analysis.  Open Entry makes it hard to estimate.

#



For example of one way of estimating the maximum possible increase in retention in 
the OU might be to plot dropout rates against the previous educational qualifications 
of new students.  As expected they the dropout rates fall with increasing 
qualifications. 
# But there is still a dropout rate of around 20% even for students with previous 
degrees. 
Presumably these students are as well-prepared for study as possible so this dropout 
must be due to unavoidable causes such as illness, job pressures, domestic issues and 
so on. 
# if we draw a line across the graph then dropout below this line might be 
‘unavoidable dropout’  
# And above this line might be ‘Avoidable dropout’ which turns out to be about 15% 
points 
# which might be the maximum possible increasse in dropout.  But this is very 
speculative.
# 
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Then you have to make the case for investing in student retention in the institution.  
To do that you have to look at the costs and benefits.

The costs will be probably in terms of extra student support although I wouldn’t rule 
out course redesign as a possibility.

The benefits will depend on the financial structures of the institution.  In the UKOU 
there might be benefits from more students carrying on, increased government grant 
and savings on recruitment – if you keep more students you don’t have to recruit so 
many new ones to replace the ones who dropout.

Let me take an example of how this might work
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In a number of countries governments are linking university funding to student 
completion rates – for example in Australia, the UK and in some American states.

That can be an advantage because it may enable you to have a ‘virtuous triangle’.

# put money into student support

# that increases student retention

# which increases government funding

# which can be put back into learner support.

In the OU we have found that for certain kinds of support we get more money back in 
grant than we spend so we make a surplus.

The same thing could apply to students -
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# Again put money into student support.  

#

#

If that increases student success then they may be willing to pay more for the 
courses.#

Now that may sound unlikely (getting money out of students is not easy!) but it is the 
secret of success of many big companies who increasingly compete on quality rather 
than price.

And of course as I suggested earlier you can also show that distance education is 
much better value for money in terms of their investment and returns.

#  
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Because the situation out there is changing in every moment.  Every day brings a new 
development. 
# # # # # # # # #.  
I don’t think distance education should be competing on the grounds that we have 
the latest bit of new technology whether its wikis blogs podcasts and so on.  I think 
we ought to be competing on the grounds of personal service and success.  
#
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So where do we go from here?

My guesses are

# The distance education institution of the future will have: 

# Have internationally credible qualifications on offer

# Retention-friendly learning materials – online and hard copy

# Not necessarily the latest and most expensive web-based gizmos 

# High quality proactive student support based on the latest evidenced findings from 
learning psychology

- but we’ll see!
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Let me end with a quote from a distinguished London external alumnus - “Civilisation 
is in a race between education and catastrophe” by H G Wells.  I’m not sure if that’s 
not as true now as when it was written.

Thanks very much!

# 



47


