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The Higher Education 
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past nine months researching 
the financial sustainability of 
higher education in England.
Throughout this time we  
have spoken to over 60 
experts in higher education 
and finance, and held focus 
groups with students currently 
at university.
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We discussed:
What should be sustained 
in the current higher 
education system?
What are the biggest 
threats to higher education 
in England?
How can providers, the 
Government and others 
mitigate these threats?
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We look at the system through 
the lens of students, institutions, 
and government, and analyse the 
risks in the system and present 
recommendations to mitigate  
such risks.
There is no silver bullet solution to 
solve the funding problems facing 
English higher education. These 
challenges are complex and often 
ideological, requiring political 
judgment as well as evidence-
based research. 
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In our report we make 16 
recommendations to help 
safeguard the future sustainability 
of higher education in England. 
We also present six options on 
funding models, weighing up the 
advantages and disadvantages  
of each.
Higher education makes a huge 
contribution to the well-being 
and economic prosperity of our 
nation and it is essential that it 
not only survives, but thrives.
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There has been no shortage of recent comment on the present state of higher education 
in England, including in the area chosen for this latest inquiry by the Higher Education 
&RPPLVVLRQ��WKH�VHFWRU¶V�¿QDQFLDO�VXVWDLQDELOLW\��7KHUH�LV�PXFK�SULGH�LQ�WKH�H[FHOOHQFH�
RI�(QJOLVK�KLJKHU�HGXFDWLRQ�±�SULGH�WKH�&RPPLVVLRQ�EHOLHYHV�LV�IXOO\�MXVWL¿HG��%XW�
all political parties are reticent about how they intend to safeguard and build on that 
H[FHOOHQFH�LQ�WKH�QH[W�3DUOLDPHQW�DQG�EH\RQG���

This inquiry has taken place before the full impact of the reforms to undergraduate 
WXLWLRQ�IHHV�WKDW�WRRN�HIIHFW�LQ������LV�NQRZQ��8QGHU�WKH�&RDOLWLRQ�WKH�UXOHV�JRYHUQLQJ�
institutions’ ability to recruit undergraduates unfettered by controls on numbers have 
FKDQJHG�WKUHH�WLPHV��VR�IDU����7KHUH�KDYH�EHHQ�KDUG�IRXJKW�DUJXPHQWV�DERXW�JUDQW�
IXQGLQJ���:LWK�WKH�H[FHSWLRQ�RI�WKH�VXSSRUW�SURYLGHG�WKURXJK�WXLWLRQ�IHHV��XQLYHUVLWLHV�
FDQ�QR�ORQJHU�UHO\�RQ�WKH�VWDWH�IRU�DQ\WKLQJ�EXW�WKH�PRVW�OLPLWHG�¿QDQFLDO�VXSSRUW�IRU�
FDSLWDO�LQIUDVWUXFWXUH�LQYHVWPHQW��DORQJVLGH�IXQGLQJ�IRU�UHVHDUFK���

$Q�H[SHULPHQW�LV�XQGHUZD\��ZLWK�SRWHQWLDO�FRQVHTXHQFHV�IRU�(QJOLVK�+(�VWUHWFKLQJ�
GHFDGHV�LQWR�WKH�IXWXUH���

In its work, the Commission has regularly asked itself what it is that we are keen to 
VXVWDLQ��:H�KDYH�ORRNHG�DW�VXVWDLQDELOLW\�IURP�WKH�SHUVSHFWLYHV�RI�WKH�FRXQWU\�DQG�WKH�
Government; of HE providers; and of the millions of students and graduates that enjoy 
ERWK�WKH�PHDVXUDEOH�DQG�OHVV�PHDVXUDEOH�EHQH¿WV�D�XQLYHUVLW\�HGXFDWLRQ�FRQIHUV�

The Commission believes that
  •  undergraduate courses should be free at the point of use, and the sooner this 

LV�H[WHQGHG�WR�SRVWJUDGXDWH�WDXJKW�GHJUHHV�WKH�EHWWHU
  •  the system should facilitate, and certainly not damage, the ability of students 

to realise their potential regardless of their background
  •  England’s academic capacity and competitiveness and its outstanding 

research base must be safeguarded
� � ���WKH�XQPHDVXUDEOH�EHQH¿WV�RI�+(�PXVW�EH�DFNQRZOHGJHG��UHFRJQLVLQJ�WKDW�WKH�

more effectively we can identify HE’s true value the more compelling will be 
the case for support and investment whether from public or private sources

� � ���XQLYHUVLWLHV�VKRXOG�EH�H[SHFWHG�WR�GHOLYHU�DQ�LPSUHVVLYH�UDWH�RI�UHWXUQ�RQ�
SXEOLF�LQYHVWPHQW�

One conclusion that has been reiterated throughout this inquiry is the belief that – for 
all the cautious words that follow – our higher education system has the strength and 
UHVLOLHQFH�WR�ZLWKVWDQG�FRQVLGHUDEOH�WXUEXOHQFH�DQG�YRODWLOLW\��,QVWLWXWLRQV�DUH�DOLYH�WR�
WKH�ULVNV�DQG�DUH�WDNLQJ�VWHSV�WR�PLWLJDWH�WKHP��%XW�WKHUH�LV�PRUH�WKDW�FDQ�DQG�PXVW�EH�
GRQH��EURXJKW�RXW�LQ�WKH�UHSRUW�DQG�RXU�UHFRPPHQGDWLRQV�

The Commission agrees that
  •  higher education should be “DYDLODEOH�IRU�DOO�WKRVH�ZKR�DUH�TXDOL¿HG�E\�

DELOLW\�DQG�DWWDLQPHQW�WR�SXUVXH�>LW@�DQG�ZKR�ZLVK�WR�GR�VR”, as Lord 
Robbins put it over half a century ago

Co-Chairs’ foreword
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� � ���SXEOLF�DQG�SULYDWH�EHQH¿WV�ÀRZ�IURP�SDUWLFLSDWLRQ�LQ�KLJKHU�HGXFDWLRQ��VR�WKH�
FRVW�EXUGHQ�VKRXOG�EH�VKDUHG�EHWZHHQ�WKHVH�EHQH¿FLDULHV

� � ���WRR�PXFK�UHOLDQFH�VKRXOG�QRW�EH�SODFHG�RQ�WKH�RSHUDWLRQ�RI�WKH�PDUNHW�DV�WKH�
PDLQ�PHFKDQLVP�IRU�HQVXULQJ�WKDW�+(�SURYLVLRQ�RI�WKH�NLQG�ZH�ZDQW�UHPDLQV�
VXVWDLQDEOH

� � ���WKH�*RYHUQPHQW�FXUUHQWO\�JHWV�WKH�ZRUVW�RI�ERWK�ZRUOGV�±�PRYLQJ�IXQGLQJ�
IURP�GLUHFW�JUDQWV�LQWR�VXSSRUW�IRU�D�UDSLGO\�JURZLQJ�VWXGHQW�ORDQV�VFKHPH�
KDV�REVFXUHG�WKH�JUHDW�H[WHQW�WR�ZKLFK�WKH�*RYHUQPHQW�IXQGV�WKH�V\VWHP

� � ���JURZLQJ�JUDGXDWH�LQGHEWHGQHVV�H[DFHUEDWHV�LQWHUJHQHUDWLRQDO�LQHTXDOLW\��
XQGHUPLQHV�\RXQJ�SHRSOH¶V�OHJLWLPDWH�PDWHULDO�DVSLUDWLRQV�DQG�ULVNV�VWRULQJ�
XS�XQIRUHVHHQ�SUREOHPV�HOVHZKHUH�LQ�WKH�HFRQRP\�DQG�VRFLHW\

� � ���VRPH�SURYLGHUV�ZLOO�VWUXJJOH�LQ�WKH�QHZ�HQYLURQPHQW��DQG�WKH�LQWHUHVWV�RI�
VWXGHQWV�PXVW�EH�SURWHFWHG�LQ�WKRVH�FLUFXPVWDQFHV

7R�FUHDWH�D�¿QDQFLDOO\�VXVWDLQDEOH�+(�V\VWHP��HLWKHU�JUDGXDWHV�DQG�VWXGHQWV�KDYH�
WR�SD\��RU�WKH�*RYHUQPHQW�KDV�WR�SD\��RU�XQLYHUVLWLHV�KDYH�WR�GR�PRUH�ZLWK�WKH�VDPH�
�RU�OHVV���7KH�TXHVWLRQ�LV�KRZ�WR�EDODQFH�WKHVH�UHVSRQVLELOLWLHV��7KH�&RPPLVVLRQ�LV�
FRQFHUQHG�DERXW�JUDGXDWH�LQGHEWHGQHVV�DQG�WKH�H[WHQW�RI�IXWXUH�XQFHUWDLQ�OLDELOLWLHV�WKH�
*RYHUQPHQW�LV�DPDVVLQJ��6R�IDU�XQLYHUVLWLHV�KDYH�QRW�WDNHQ�DV�PXFK�RI�WKH�VWUDLQ��EXW�
WKH�SUHVHQW�XQVWDEOH�DUUDQJHPHQWV�FUHDWH�ULVNV�IRU�WKHP�DV�ZHOO�

7KH�&RPPLVVLRQ�KDV�QRW�XQFRYHUHG�D�FURFN�RI�JROG�RU�D�VLOYHU�EXOOHW�LQ�WKH�FRXUVH�RI�
WKLV�LQTXLU\���

7KLV�UHSRUW�VHWV�RXW�RXU�DQDO\VLV�DQG�¿QGLQJV�IURP�VL[�HYLGHQFH�VHVVLRQV�DQG�RYHU����
LQGLYLGXDO�PHHWLQJV��DV�ZHOO�DV�ZULWWHQ�VXEPLVVLRQV�DQG�IRFXV�JURXSV�ZLWK�VWXGHQWV�DW�
WKUHH�GLIIHUHQW�XQLYHUVLWLHV��:H�DUH�PRVW�JUDWHIXO�WR�WKH�PDQ\�SHRSOH�ZKR�KDYH�JLYHQ�
XV�WKHLU�WLPH�DQG�LQVLJKW��LQFOXGLQJ�RXU�IHOORZ�&RPPLVVLRQHUV��,Q�SDUWLFXODU�ZH�WKDQN�
-HVVLFD�%ULGJPDQ�DW�3ROLF\�&RQQHFW��ZKR�KDV�UHVHDUFKHG�WKLV�FRPSOH[�WRSLF�ZLWK�JUHDW�
FRPPLWPHQW�DQG�HQHUJ\�DQG�FDUULHG�WKH�EXUGHQ�RI�SURGXFLQJ�RXU�UHSRUW��ZLWK�WKH�
FDSDEOH�VXSSRUW�RI�KHU�FROOHDJXHV�7KRPDV�.RKXW�DQG�6LPRQ�.HOOHKHU�

7KH�UHSRUW�SUHVHQWV�VL[�RSWLRQV�IRU�FRQVLGHUDWLRQ��$OO�RI�WKHP�KDYH�GLVDGYDQWDJHV�DV�
ZHOO�DV�DGYDQWDJHV��7KH\�RFFXS\�GLIIHUHQW�SRVLWLRQV�RQ�WKH�VSHFWUXP�RI�ZKDW�LV�LGHDO�
DQG�ZKDW�LV�DFKLHYDEOH�±�DQG�ZH�DUH�FOHDU�WKDW�ZKDW�LV�LGHDO�FRQWDLQV�D�JRRG�GRVH�RI�
VXEMHFWLYLW\��2XU�DLP�LV�WR�SURYRNH�PRUH�LQIRUPHG�GHEDWH�DQG�FRPPHQW�

7R�UHWXUQ�WR�D�SRLQW�ZH�PDNH�DW�WKH�RXWVHW��ZH�EHOLHYH�WKDW�KLJKHU�HGXFDWLRQ�LQ�(QJODQG�
PDNHV�DQ�HQRUPRXV�FRQWULEXWLRQ�WR�WKH�SURVSHULW\�DQG�ZHOO�EHLQJ�RI�WKH�FRXQWU\���
:KLOH�WKH�TXHVWLRQV�LW�IDFHV�RYHU�IXQGLQJ�DUH�LQWUDFWDEOH��LW�LV�HVVHQWLDO�WKDW�SROLF\�
PDNHUV�DQG�SROLWLFLDQV�FRQIURQW�WKHP�

7KH�5W�+RQ�WKH�/RUG�1RUWRQ�RI�/RXWK 
'U�5XWK�7KRPSVRQ
,QTXLU\�&R�&KDLUV
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2XU�JRDO�IRU�WKLV�LQTXLU\�ZDV�WR�EHWWHU�XQGHUVWDQG�WKH�WKUHDWV�WR�WKH�¿QDQFLDO�
VXVWDLQDELOLW\�RI�KLJKHU�HGXFDWLRQ��DQG�KRZ�WKHVH�FRXOG�EH�RYHUFRPH�WR�FUHDWH�D�
VXVWDLQDEOH�KLJKHU�HGXFDWLRQ�VHFWRU�LQ�WKH�VKRUW���PHGLXP���DQG�ORQJ�WHUP��

:KDW�GR�ZH�PHDQ�E\�¿QDQFLDOO\�VXVWDLQDEOH"�$�¿QDQFLDOO\�VXVWDLQDEOH�VHFWRU��LQ�RXU�
RSLQLRQ��LV�QRW�RQH�WKDW�LV�VFUDSLQJ�E\��PHUHO\�VXUYLYLQJ��,W�LV�D�WKULYLQJ��EX]]LQJ�FHQWUH�
RI�NQRZOHGJH�IRU�(QJODQG�DQG�WKH�UHVW�RI�WKH�8.��EXLOGLQJ�DQG�H[SDQGLQJ��SURGXFLQJ�
YDOXDEOH�RXWSXWV��DV�ZHOO�DV�UHFHLYLQJ�SXEOLF�LQYHVWPHQW��:H�EHOLHYH�WKDW�IRU�WKH�%ULWLVK�
HFRQRP\�WR�VWD\�JOREDOO\�FRPSHWLWLYH��KLJKHU�HGXFDWLRQ�LV�HVVHQWLDO�

:K\�GRHV�KLJKHU�HGXFDWLRQ�QHHG�WR�WKULYH"�7KH�EHQH¿WV�RI�KLJKHU�HGXFDWLRQ�FDQ�EH�
HDVLO\�WDNHQ�IRU�JUDQWHG��7KH\�DUH�RIWHQ�LQWDQJLEOH��DQG�GLI¿FXOW�WR�TXDQWLI\��7KLV�LQTXLU\�
KDV�UHPLQGHG�XV�RI�WKH�HFRQRPLF�DQG�VRFLDO�EHQH¿WV�WKDW�KLJKHU�HGXFDWLRQ�EULQJV�WR�
ERWK�WKH�LQGLYLGXDOV�WKDW�SDUWLFLSDWH��DQG�WKH�WD[SD\HUV�WKDW�KHOS�WR�IXQG�LW��%H\RQG�
LQFUHDVHG�VDODULHV�DQG�KLJKHU�WD[�UHFHLSWV�IURP�JUDGXDWHV��KLJKHU�HGXFDWLRQ�PDNHV�RXU�
FLWL]HQV�PRUH�SROLWLFDOO\�DZDUH��WROHUDQW��DQG�KHDOWKLHU��7KHVH�VSLOORYHU�HIIHFWV�RI�KLJKHU�
HGXFDWLRQ�DUH�RI�JUHDW�EHQH¿W�WR�VRFLHW\�DV�ZHOO�DV�FUHDWLQJ�VXEVWDQWLDO�VDYLQJV�IRU�WKH�
*RYHUQPHQW��7KH�VRFLDO�EHQH¿WV�DUH�PXFK�KDUGHU�WR�TXDQWLI\�WKDQ�WKH�HFRQRPLF��EXW�
WKLV�GRHV�QRW�PHDQ�WKH\�DUH�DQ\�OHVV�LPSRUWDQW��DQG�WKH\�VKRXOG�EH�FRQVLGHUHG�VHULRXVO\�
ZKHQ�ORRNLQJ�DW�KRZ�+(�LV�IXQGHG�

:H�VSHQW�D�ORW�RI�WLPH�GLVFXVVLQJ�WKH�VWUHQJWKV�RI�WKH�FXUUHQW�V\VWHP�WKDW�QHHG�WR�EH�
VXSSRUWHG�WR�HQVXUH�RXU�+(�VHFWRU�UHPDLQV�RI�KLJK�FDOLEUH��7KHVH�IXQGDPHQWDOV�RI�
(QJOLVK�KLJKHU�HGXFDWLRQ�DUH�PDVV�SDUWLFLSDWLRQ��GLYHUVLW\��DQG�ZRUOG�FODVV�UHVHDUFK��
7KHVH�VKRXOG�EH�VXVWDLQHG�LQ�RXU�V\VWHP��WKH\�DUH�ZKDW�PDNH�LW�WKULYH��

7KH�&RPPLVVLRQ�LGHQWL¿HG�D�QXPEHU�RI�DUHDV�ZKHUH�WKHUH�LV�D�ULVN�WR�FRQWLQXHG�
¿QDQFLDO�VXVWDLQDELOLW\��7KLV�UHSRUW�FRQVLGHUV�WKHVH�LQ�VHFWLRQV�RQ�VWXGHQW�QXPEHUV��
VWXGHQWV��LQVWLWXWLRQV��DQG�JRYHUQPHQW��:KLOVW�HDFK�RI�WKHVH�ULVNV�WDNHQ�VHSDUDWHO\�
PLJKW�QRW�SUHVHQW�JUHDW�GDQJHU��LW�LV�WKH�FXPXODWLYH�LPSDFW�RI�WKHVH�ULVNV�WKDW�LV�PRVW�
FRQFHUQLQJ�

7KH�FXUUHQW�IXQGLQJ�V\VWHP�UHSUHVHQWV�WKH�ZRUVW�RI�ERWK�ZRUOGV��7KH�*RYHUQPHQW�LV�
IXQGLQJ�+(�E\�ZULWLQJ�RII�VWXGHQW�GHEW��DV�RSSRVHG�WR�GLUHFWO\�LQYHVWLQJ�LQ�WHDFKLQJ�
JUDQWV��7KLV�KDV�FUHDWHG�D�V\VWHP�ZKHUH�WKH�*RYHUQPHQW�LV�LQYHVWLQJ��EXW�QRW�JHWWLQJ�
DQ\�FUHGLW�IRU�LW��GDPDJLQJ�WKH�SHUFHSWLRQ�RI�WKH�SXEOLF�YDOXH�DVVRFLDWHG�ZLWK�KLJKHU�
HGXFDWLRQ��6WXGHQWV�IHHO�OLNH�WKH\�DUH�SD\LQJ�VXEVWDQWLDOO\�PRUH�IRU�WKHLU�KLJKHU�
HGXFDWLRQ��EXW�DUH�VHW�WR�KDYH�D�ODUJH�SURSRUWLRQ�RI�WKHLU�GHEW�ZULWWHQ�RII�E\�WKH�
*RYHUQPHQW��8QLYHUVLWLHV�DUH�SHUFHLYHG�WR�EH�µUROOLQJ�LQ�PRQH\¶�LQ�WKH�H\HV�RI�VWXGHQWV��
DV�WKHLU�LQFRPH�IURP�WXLWLRQ�IHHV�KDV�WULSOHG��\HW�WKH�FXWV�WR�WKH�WHDFKLQJ�JUDQW�DUH�QRW�
ZHOO�XQGHUVWRRG�E\�VWXGHQWV�DQG�D�¿[HG�IHH�FDS�PHDQV�DQ�DQQXDO�HURVLRQ�RI�UHDO�WHUPV�
LQFRPH��:H�KDYH�FUHDWHG�D�V\VWHP�ZKHUH�HYHU\ERG\�IHHOV�OLNH�WKH\�DUH�JHWWLQJ�D�EDG�
GHDO��7KLV�LV�QRW�VXVWDLQDEOH�

Executive Summary
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The 2012 reforms dramatically increased the contribution from students to their 
tuition. Whilst the repayment conditions are generous, the Commission is concerned 
about the amount of debt students will accrue under the new system. According to the 
Institute for Fiscal Studies (IFS), students will graduate with an average of £44,035 of 
student debt, compared to £24,754 of debt if the reforms had not been introduced. 

The IFS estimates that 73% of graduates will not repay their debt in full, compared to 
just 25% under the old system.1 The Commission is particularly concerned that middle 
earners, such as health professionals, teachers or public sector workers (who need a 
degree to enter their profession) will not be likely to pay back their loan within the 
repayment period. The Commission fundamentally questions any system that charges 
higher education at a rate where the average graduate will not be able to pay it back.

6WXGHQW�QXPEHUV�DUH�D�FRQFHUQ��VSHFL¿FDOO\�WKH�UDSLG�H[SDQVLRQ�RI�XQGHUJUDGXDWHV�
and the decline of postgraduate and part-time students. The HE Commission agrees 
WKDW�WKH�H[SDQVLRQ�RI�VWXGHQW�QXPEHUV�ZRXOG�EULQJ�PDQ\�EHQH¿WV��:H�GR�QRW�EHOLHYH�
that there are too many graduates. However, the impact of removing all limits on 
undergraduate recruitment on universities’ budgets, the potential decline in quality 
for students, and the lack of control on public funding of student loans could prove 
SUREOHPDWLF��6WXGHQW�QXPEHUV�VKRXOG�EH�H[SDQGHG��EXW�LQ�WKH�FXUUHQW�V\VWHP�WKLV�SXWV�
WKH�¿QDQFLDO�VXVWDLQDELOLW\�RI�WKH�VHFWRU�DW�ULVN�DQG�WKH�*RYHUQPHQW�VKRXOG�PRQLWRU�WKH�
LPSDFW�RQ�SXEOLF�¿QDQFHV��VWXGHQWV��DQG�LQVWLWXWLRQV��7KH�VWXGHQW�ORDQ�ERRN�VKRXOG�QRW�
EH�VROG�WR�IXQG�WKLV�H[SDQVLRQ��

Postgraduate, part-time, and mature education, need immediate attention to ensure 
that our population is highly skilled and our economy remains globally competitive. 
The recruitment of international students should be aided by removing students from 
the net migration cap and short-term work visas for graduates should be restored. 

Universities see cuts to capital funding grants, and the cap on tuition fees, as a threat 
WR�WKHLU�FRQWLQXHG�VXVWDLQDELOLW\��'HPDQGV�IURP�VWXGHQWV�DQG�WKH�H[SDQVLRQ�RI�
undergraduate numbers place more importance on universities investing in new and 
PDLQWDLQLQJ�ROG�IDFLOLWLHV��8QLYHUVLWLHV�QHHG�WR�¿QG�DOWHUQDWLYH�VRXUFHV�RI�LQFRPH�WR�
fund projects, but the costs of borrowing have increased dramatically.2 The rating 
agencies need to ensure they are using the most up to date understanding of the sector 
to assess the credit worthiness of institutions. With borrowing comes increased risk to 
LQVWLWXWLRQV¶�¿QDQFLDO�VXVWDLQDELOLW\��DV�+()&(�KDV�QRWHG�

Likewise, with the freeze on the tuition fee cap, estimates state that by mid-2015 the 
£9,000 tuition fees will only be worth £8,250 in real terms.3 Institutions have called for 
WKH�FDS�WR�EH�LQGH[HG�ZLWK�LQÀDWLRQ��KRZHYHU��WKH�&RPPLVVLRQ�KDV�QRW�EHHQ�SUHVHQWHG�
with strong evidence from universities that it costs more than an average of £9,000 to 
deliver good quality courses.

Too Good to Fail: The financial sustainability of higher education in England
Executive Summary

1  C Crawford and W Jin, (10 April 2014) ‘Payback time? Student debt and loan repayments: what will the 2012 reforms mean for graduates?’ Institute for 
Fiscal Studies, pg.2.

2  Grant Thornton, (2014) ‘Managing though uncertainty’ Financial Health of the Higher Education Sector 2014, pg. 15.
3  C Snowden, (12 September 2013) ‘President’s address to 2013 Members’ Annual Conference: The enduring value of universities’ available online: 

http://www.universitiesuk.ac.uk/highereducation/Pages/PresidentsAddress2013AnnualConference.aspx#.VFACMDSsWxp
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$Q�HI¿FLHQW�V\VWHP�IRU�GHEW�FROOHFWLRQ�LV�YLWDO�DV�WKH�VWXGHQW�ORDQ�ERRN�JURZV�IURP�
����ELOOLRQ�WR������ELOOLRQ�EHWZHHQ������DQG�������7KH�&RPPLVVLRQ�LV�ZRUULHG�DERXW�
WKH�HI¿FLHQF\�RI�GHEW�FROOHFWLRQ��DQG�EHOLHYHV�WKDW�VWHSV�QHHG�WR�EH�WDNHQ�WR�LPSURYH�
LW��%HWWHU�WUDFNLQJ�LV�QHHGHG�WR�LQFUHDVH�FROOHFWLRQ�IURP�JUDGXDWHV�ZKR�PRYH�DEURDG�
DQG�XQLYHUVLWLHV�VKRXOG�KHOS�WKH�6WXGHQW�/RDQV�&RPSDQ\��6/&��DQG�'HSDUWPHQW�IRU�
%XVLQHVV��,QQRYDWLRQ�DQG�6NLOOV��%,6��WUDFH�WKHLU�JUDGXDWHV�ZKR�DUH�QRW�UHSD\LQJ�
 
8QGHU�WKH�QHZ�V\VWHP�WKH�VWXGHQW�ORDQ�VXEVLG\��5HVRXUFH�$FFRXQWLQJ�DQG�%XGJHWLQJ�
FKDUJH��KDV�LQFUHDVHG�WR������7KLV�PHDQV�WKDW�IRU�HYHU\����OHQW�E\�WKH�*RYHUQPHQW�
WR�VWXGHQWV�IRU�+(����S�ZLOO�QRW�EH�UHSDLG��,Q����������WKH�*RYHUQPHQW�LVVXHG�QHDUO\�
�����ELOOLRQ�RI�VWXGHQW�ORDQV��WKLV�LV�HVWLPDWHG�WR�LQFUHDVH�WR�RYHU�����ELOOLRQ�RI�ORDQV�
IRU���������4�(VWLPDWLQJ�WKH�ORQJ�WHUP�SXEOLF�FRVW�RI�WKH�ORDQ�V\VWHP�LV�YHU\�GLI¿FXOW��
DV�LW�UHOLHV�RQ�D�P\ULDG�RI�HFRQRPLF�DQG�VRFLDO�IDFWRUV��QDPHO\�JXHVVLQJ�KRZ�PXFK�
JUDGXDWHV�ZLOO�HDUQ��DQG�WKHUHIRUH�UHSD\��RYHU�WKHLU�ZRUNLQJ�OLYHV��7KH�FRVW�ZLOO�QRW�EH�
UHDOLVHG�XQWLO����\HDUV�IURP�QRZ�ZKHQ�JUDGXDWHV�KDYH�¿QLVKHG�WKHLU�UHSD\PHQW�SHULRG�
DQG�WKH�DPRXQW�UHPDLQLQJ�LV�ZULWWHQ�RII�E\�JRYHUQPHQW��7KHUH�LV�D�VHULRXV�LVVXH�ZLWK�
LPSOHPHQWLQJ�D�SROLF\�WKDW�GUDPDWLFDOO\�LQFUHDVHV�WKH�FRVWV�RI�VWXGHQW�ORDQ�ZULWH�RII�IRU�
IXWXUH�JRYHUQPHQWV��ZLWKRXW�EHLQJ�DEOH�WR�PDNH�D�VWURQJ�HVWLPDWH�RI�ZKDW�WKDW�ZULWH�RII�
ZLOO�EH�

7KH������:KLWH�3DSHU�DQG�UHIRUPV�WKDW�IROORZHG�ZHUH�VXSSRVHG�WR�OHDG�WR�D�PRUH�
PDUNHWLVHG�V\VWHP�RI�KLJKHU�HGXFDWLRQ��LPSURYLQJ�VWDQGDUGV��ZKLOVW�SULFHV�ZHUH�
GULYHQ�GRZQ��UHVXOWLQJ�LQ�EHWWHU�TXDOL¿HG�JUDGXDWHV�IRU��LGHDOO\��OHVV�PRQH\��7KLV�KDV�
QRW�KDSSHQHG��DQG�PDQ\�UHIHU�WR�ZKDW�ZH�KDYH�DV�D�µSVHXGR�PDUNHW¶��:H�DJUHH�WKDW�
WKH�LGHD�RI�D�PDUNHW�LV�ÀDZHG��:LWK�OLWWOH�LQ�WKH�ZD\�RI�FDUHHUV�DGYLFH�RU�DFFHVV�WR�
LQIRUPDWLRQ��VWXGHQWV�GR�QRW�IHHO�RU�DFW�OLNH�FRQVXPHUV��EUDQG�SOD\V�WRR�ELJ�D�UROH�LQ�WKH�
GHFLVLRQ�RI�ZKLFK�XQLYHUVLW\�WR�JR�WR��GHPDQG�FRQWLQXHV�WR�RXWVWULS�VXSSO\��DQG�WKHUH�
LV�OHVV�FKRLFH�IRU�VWXGHQWV�WKDQ�LV�SHUFHLYHG��,QWURGXFLQJ�PDUNHW�IRUFHV�WR�D�VHFWRU�WKDW�
GRHV�QRW�RSHUDWH�DV�D�PDUNHW�SXWV�WKH�¿QDQFLDO�VXVWDLQDELOLW\�RI�WKH�VHFWRU�DW�ULVN��WKH�
&RPPLVVLRQ�UHFRPPHQGV�UHWUHDWLQJ�IURP�WKLV�QRWLRQ�

5HVHDUFK�IXQGLQJ�KDV�EHHQ�HURGHG�DV�D�UHVXOW�RI�LQÀDWLRQ��DQG�ZH�DUH�VHHLQJ�UHVHDUFK�
IXQGLQJ�EHFRPH�PRUH�FRQFHQWUDWHG��7KH�&RPPLVVLRQ�WKLQNV�WKDW�JRRG�UHVHDUFK��
ZKHUHYHU�LW�H[LVWV�LQ�WKH�VHFWRU�VKRXOG�FRQWLQXH�WR�EH�IXQGHG�

7KH�LQWHUFRQQHFWHGQHVV�RI�WKH�IXQGLQJ�V\VWHP�PDNHV�LW�YHU\�GLI¿FXOW�WR�DGMXVW�RU�DPHQG�
SDUW�RI�WKH�IXQGLQJ�VWUXFWXUH�ZLWKRXW�LPSDFWLQJ�DQRWKHU��WU\LQJ�WR�HDVH�WKH�EXUGHQ�RQ�
RQH�SOD\HU�ZLOO�DGG�EXUGHQV�IRU�DQRWKHU�

7KH�&RPPLVVLRQ�KDV�PDGH�UHFRPPHQGDWLRQV�WKURXJKRXW�WKH�UHSRUW��2Q�IXQGLQJ�
VWXGHQW�WXLWLRQ��ZH�KHDUG�PXFK�HYLGHQFH�RQ�DOWHUQDWLYH�IXQGLQJ�VWUXFWXUHV��+RZHYHU��
LW�KDV�EHFRPH�FOHDU�WKDW�GLIIHUHQW�IXQGLQJ�VWUXFWXUHV�ZLOO�EHQH¿W�GLIIHUHQW�SDUWV�RI�WKH�
VHFWRU��VWXGHQWV��XQLYHUVLWLHV��RU�JRYHUQPHQW��,W�LV�YHU\�GLI¿FXOW�WR�FKRRVH�D�V\VWHP�

Too Good to Fail: The financial sustainability of higher education in England
Executive Summary

4  C Crawford, R Crawford and W Jin, (24 April 2014) ‘Estimating the public cost of student loans’ Institute for Fiscal Studies, pg 6.
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ZKHUH�DOO�EHQH¿W��:KR�VKRXOG�EHQH¿W�DQG�ZKR�VKRXOG�EHDU�PRUH�EXUGHQ�PXVW�EH�D�
SROLWLFDO�GHFLVLRQ��

*LYHQ�WKH�ODFN�RI�VXVWDLQDELOLW\�RI�WKH�FXUUHQW�VWXGHQW�¿QDQFH�V\VWHP��IXUWKHU�ZRUN�
QHHGV�WR�EH�XQGHUWDNHQ�WR�DUULYH�DW�D�EHWWHU�KLJKHU�HGXFDWLRQ�IXQGLQJ�PRGHO�

7KHUHIRUH��LQ�ODVW�FKDSWHU�RI�WKH�UHSRUW�ZH�ORRN�DW�VL[�RSWLRQV�IRU�IXQGLQJ�KLJKHU�
HGXFDWLRQ��DVVHVVLQJ�WKH�SRVLWLYHV�DQG�QHJDWLYHV�RI�HDFK�RQH��:H�DQDO\VH�

� � ���0DLQWDLQLQJ�WKH�VWDWXV�TXR�ZLWK�RU�ZLWKRXW�WZHDNV�WR�WKH�V\VWHP�±�IRU�
LQVWDQFH��FKDQJHV�VXFK�DV�UHGXFLQJ�WKH�WKUHVKROG�EH\RQG�ZKLFK�JUDGXDWHV�
VWDUW�WR�UHSD\�WKHLU�ORDQV��UHGXFLQJ�WKH�LQWHUHVW�UDWH�RQ�VWXGHQW�ORDQV��LQGH[LQJ�
WXLWLRQ�IHHV�ZLWK�LQÀDWLRQ

� � ���7KH�JUDGXDWH�WD[�±D�SURJUHVVLYH�UDWH�RI�WD[�RQ�JUDGXDWHV¶�LQFRPH�WR�UHSODFH�
WXLWLRQ�IHH�ORDQV

� � ���/RZHULQJ�IHHV��LQFUHDVLQJ�JRYHUQPHQW�JUDQW�±�D�UHWXUQ�WR�PRUH�+()&(�
IXQGLQJ�ZLWK�D�ORZHU�IHH�FDS

� � ���/LIWLQJ�WKH�IHH�FDS�±�OLIWLQJ�WKH�IHH�FDS�WR�D�KLJKHU�WKUHVKROG�DQG�UHPRYLQJ�WKH�
FDS�FRPSOHWHO\

� � ���+\EULG�V\VWHP�±�VHHNLQJ�WR�FUHDWH�LQFHQWLYHV�IRU�GLIIHUHQWLDWLRQ�DQG�HI¿FLHQF\�
DQG�LQWURGXFLQJ�DQ�LQGLYLGXDO�OLIHORQJ�OHDUQLQJ�SRW

� � ���'LIIHUHQWLDO�IHHV�±�IRU�FRXUVHV�DQG�LQVWLWXWLRQV

Too Good to Fail: The financial sustainability of higher education in England
Executive Summary
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Recommendation 1
7KH�*RYHUQPHQW��ZLWK�EXVLQHVV��VKRXOG�UHPRYH�WKH�UHPDLQLQJ�UHVWULFWLRQV�RQ�
UHWUDLQLQJ�DW�JUDGXDWH�OHYHO��UHLQYLJRUDWLQJ�SDUW�WLPH�DQG�PDWXUH�OHDUQLQJ�

Recommendation 2
7KH�*RYHUQPHQW�VKRXOG�LPPHGLDWHO\�DGGUHVV�DFFHVV�WR�IXQGLQJ�IRU�WDXJKW�
SRVWJUDGXDWH�HGXFDWLRQ��DV�UHFRPPHQGHG�LQ�WKH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ¶V�
UHSRUW�µPostgraduate Education¶��

Recommendation 3
7KH�*RYHUQPHQW�VKRXOG�PRQLWRU�LWV�SODQV�WR�OLIW�VWXGHQW�QXPEHU�FRQWUROV�DQG�EH�UHDG\�
WR�UHYHUVH�WKHP�LI�IXUWKHU�UHVHDUFK�DQG�H[SHULHQFH�VKRZV�WKH\�KDYH�KDG�D�GDPDJLQJ�
LPSDFW�RQ�VWXGHQWV��XQLYHUVLWLHV�RU�JRYHUQPHQW�¿QDQFHV�

Recommendation 4
8QLYHUVLWLHV�QHHG�WR�SODQ�IRU�WKH�SRWHQWLDO�YRODWLOLW\�RI�WKH�LQWHUQDWLRQDO�VWXGHQW�LQFRPH�
VWUHDP�DQG�IRU�WKH�SURVSHFW�WKDW�KLWKHUWR�VWDEOH�LQWHUQDWLRQDO�PDUNHWV�PD\�GHFOLQH�RU�
FKDQJH��SRVVLEO\�DW�VKRUW�QRWLFH�

Recommendation 5
,QWHUQDWLRQDO�VWXGHQWV�VKRXOG�EH�WDNHQ�RXW�RI�WKH�QHW�PLJUDWLRQ�WDUJHW�¿JXUH�DQG�EH�
DOORZHG�WR�ZRUN�LQ�WKH�8.�IRU�WZR�\HDUV�DIWHU�JUDGXDWLRQ�

Recommendation 6
7KH�'HSDUWPHQW�IRU�%XVLQHVV��,QQRYDWLRQ�DQG�6NLOOV�VKRXOG�ZRUN�ZLWK�WKH�6/&�WR�
GHYHORS�D�VWUDWHJ\�IRU�GHEW�FROOHFWLRQ�IRU�JUDGXDWHV�ZKR�PRYH�DEURDG��

Recommendation 7
7KH�7UHDVXU\�VKRXOG�SURYLGH�DGGLWLRQDO�IXQGLQJ�IRU�WKH�6/&�WR�SLORW�LPSURYHPHQWV�LQ�
GHEW�FROOHFWLRQ�LQ�WLPH�IRU�HIIHFWLYH�PHDVXUHV�EH�LQWURGXFHG�LQ������

Recommendation 8
8QLYHUVLWLHV�VKRXOG�EH�SODFHG�XQGHU�DQ�REOLJDWLRQ�WR�KHOS�WKH�6/&�WUDFH�JUDGXDWHV�ZKR�
DUH�QRW�SD\LQJ�RII�WKHLU�VWXGHQW�ORDQV�

Recommendations
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Recommendation 9
Schools and colleges need to make professional and independent careers advice 
available to their students, exploring the full range of pathways into further study and 
employment.

Recommendation 10
The Government should not place too much reliance on market mechanisms given the 
absence of an informed consumer market.  

Recommendation 11
The Government should renew its efforts, in collaboration with all types of HE 
providers, to ensure that a variety of HE provision can thrive.

Recommendation 12
Rating agencies need to have a more sophisticated understanding of universities’ credit 
ZRUWKLQHVV�DQG�SRVLWLRQ�LQ�WKH�PDUNHW�DQG�UHÀHFW�WKH�FKDQJLQJ�UROH�RI�+()&(�DQG�LWV�
funding.

Recommendation 13
The Government should not sell the student loan book to fund higher education or 
other spending priorities.

Recommendation 14
The Government should acknowledge the importance of the regulatory framework to 
WKH�¿QDQFLDO�VXVWDLQDELOLW\�RI�(QJOLVK�+(�DQG�LPSOHPHQW�WKH�UHFRPPHQGDWLRQV�IURP�
WKH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ¶V�UHSRUW�µRegulating Higher Education’.

Recommendation 15
High quality research, wherever it exists in the sector, should continue to be funded.

Recommendation 16
7KH�FXUUHQW�V\VWHP�IDLOV�WR�PHHW�RXU�WHVW�RI�¿QDQFLDO�VXVWDLQDELOLW\�DQG�IXUWKHU�ZRUN�
needs to be undertaken to arrive at a better higher education funding model.

Too Good to Fail: The financial sustainability of higher education in England
Recommendations
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In this opening chapter, we make the case for ensuring the 
financial sustainability of higher education. In a nation with such 
an illustrious history and global reputation for higher education 
excellence, we must not lose sight of the myriad benefits to 
individuals and society of the university experience, which are at 
risk if the financial health of the sector declines.

1.1 Why sustain higher education?

7KH�FXUUHQW�KLJKHU�HGXFDWLRQ�IXQGLQJ�V\VWHP�WDNHV�D�PL[HG�HFRQRP\�DSSURDFK��
PHDQLQJ�WKDW�ERWK�LQGLYLGXDOV�DQG�WD[SD\HUV�FRQWULEXWH��7KLV�LV�UHÀHFWLYH�RI�WKH�SULYDWH�
DQG�SXEOLF�EHQH¿WV�RI�KLJKHU�HGXFDWLRQ��ZKLFK�DUH�ZLGH�UDQJLQJ�DQG�LQFOXGH�ERWK�
HFRQRPLF�DQG�VRFLDO�IDFWRUV�

1HDUO\�DOO�FRPPHQGHG�WKLV�GXDO�FRQWULEXWLRQ�DQG�WKH�&RPPLVVLRQ�DJUHHV�WKDW�D�IXQGLQJ�
UHJLPH�ZKHUH�ERWK�LQGLYLGXDOV�DQG�WKH�SXEOLF�SXUVH�FRQWULEXWH�LV�EHVW��

7KH�ORJLFDO�ZD\�WR�FDOFXODWH�WKH�FRQWULEXWLRQ�IURP�SULYDWH��LQGLYLGXDOV��DQG�SXEOLF�
�WD[SD\HUV�JRYHUQPHQW��LV�WR�PHDVXUH�WKH�UHVSHFWLYH�EHQH¿WV�RI�ERWK�DQG�WUDQVODWH�
WKHVH�LQWR�D�SHUFHQWDJH�FRQWULEXWLRQ��+RZHYHU��VRPH�RI�WKH�EHQH¿WV�RI�KLJKHU�HGXFDWLRQ��
SDUWLFXODUO\�WKH�VRFLDO�RQHV��DUH�LQWDQJLEOH�DQG�GLI¿FXOW�WR�PHDVXUH��,Q�GHVFULELQJ�
WKLV�SROLF\�SUREOHP��RQH�ZLWQHVV�UHIHUUHG�WR�-RKQ�0D\QDUG�.H\QHV¶V�µA Treatise on 
Probability¶���+HUH�.H\QHV�GLVWLQJXLVKHV�WKLQJV�ZH�FDQ�FRPSXWH��WKLQJV�ZH�FDQ�RUGHU��
DQG�WKLQJV�ZH�FDQ�RQO\�FRPSUHKHQG�E\�PDNLQJ�FRPSOH[�MXGJHPHQWV��7KH�HFRQRPLF�
EHQH¿WV�DUH�WKLQJV�ZH�FDQ�URXJKO\�FRPSXWH��ZKHUHDV�ZLGHU�VRFLDO�EHQH¿WV�FDQ�RQO\�EH�
XQGHUVWRRG�WKURXJK�FRPSOH[�MXGJHPHQWV��

1.1.1 Economic benefits to graduates 
7KHUH�DUH�PDQ\�HVWLPDWHV�RI�WKH�ZDJH�SUHPLXPV�WKDW�FRPH�ZLWK�JUDGXDWLQJ�IURP�
XQLYHUVLW\��7KH�'HSDUWPHQW�IRU�%XVLQHVV��,QQRYDWLRQ�DQG�6NLOOV��%,6��HVWLPDWHV�WKDW�WKH�
DYHUDJH�JUDGXDWH�ZLOO�HDUQ����������PRUH�RYHU�WKHLU�OLIHWLPH�WKDQ�D�VLPLODU�LQGLYLGXDO�
ZKR�KDV�WZR�RU�PRUH�$�OHYHOV��EXW�QR�GHJUHH�6�,Q������%,6�FRPPLVVLRQHG�3URIHVVRU�
,DQ�:DONHU��8QLYHUVLW\�RI�/DQFDVWHU��DQG�<X�=KX��8QLYHUVLW\�RI�.HQW��WR�UHVHDUFK�WKLV�
IXUWKHU��XVLQJ�ERWK�WKH�/DERXU�)RUFH�6XUYH\V�DQG�%ULWLVK�+RXVHKROG�3DQHO�6XUYH\��
ZKLFK�FRQWDLQV�PRUH�LQIRUPDWLRQ�RQ�+LJKHU�(GXFDWLRQ�,QVWLWXWLRQV��+(,��W\SH�DQG�
$�/HYHO�TXDOL¿FDWLRQV��7KLV�UHVHDUFK�SXW�WKH�ZDJH�SUHPLXP�KLJKHU��,W�IRXQG�WKDW�RYHU�D�
OLIHWLPH��QHW�RI�WD[�DQG�ORDQ�UHSD\PHQWV��PHQ�ZRXOG�HDUQ����������PRUH�DQG�ZRPHQ�
���������7�7KLV�UHSUHVHQWV�D�����ZDJH�LQFUHDVH�IRU�PHQ�DQG�����IRU�ZRPHQ��  

&KDSWHU�2QH

Sustaining the system

5  J M Keynes, ‘A Treatise of Probability’ available at: http://www.gutenberg.org/files/32625/32625-pdf.pdf
6  Department for BIS, (October 2013) ‘The Benefits of Higher Education Participation for Individuals and Society: key findings and reports “The 

Quadrants”’ BIS Research Paper No. 146. pg 45
7  Department for BIS, (August 2013) ‘The Impact Of University Degrees On The Lifecycle Of Earnings: Some Further Analysis’ BIS Research Paper No. 

112. pg. 5 
8 Ibid., 6. 



17

0XFK�RI�WKH�GDWD�XVHG�IRU�WKLV�UHVHDUFK�LV�IURP�EHIRUH�WKH������UHIRUPV��KRZHYHU�D�
VLPXODWLRQ�E\�%,6�LQ�WKH�FKDUW�EHORZ�ZDV�GHYHORSHG�WR�VKRZ�WKH�QHW�SUHVHQW�YDOXH�RI�WKH�
SULYDWH�EHQH¿WV�DVVRFLDWHG�ZLWK�WKH�GLIIHUHQW�IHH�UHJLPHV�

Figure one: Net Present Value of private benefits (£k per student): sensitivity 
Source: Department of BIS, The Impact Of University Degrees On The Lifecycle Of Earnings: Some Further Analysis

1RW�RQO\�DUH�XQLYHUVLW\�JUDGXDWHV�OLNHO\�WR�HDUQ�PRUH�PRQH\��WKH\�DUH�PRUH�OLNHO\�WR�
EH�HPSOR\HG��$�JUDGXDWH�LV�����SHUFHQWDJH�SRLQWV�PRUH�OLNHO\�WR�EH�HPSOR\HG�WKDQ�D�
QRQ�JUDGXDWH��ZLWK�ZRPHQ�UHFHLYLQJ�D�����SHUFHQWDJH�SRLQW�HPSOR\PHQW�ERRVW��ZKLOH�
IRU�PHQ�WKH�LQFUHDVH�LV�����SHUFHQWDJH�SRLQWV�9�*UDGXDWH�TXDOL¿FDWLRQV�DUH�QRW�RQO\�D�
UHJXODWRU\�UHTXLUHPHQW�IRU�VSHFL¿F�SURIHVVLRQV�VXFK�DV�ODZ�RU�PHGLFLQH��EXW�HPSOR\HUV�
RI�DOO�W\SHV�QHHG�DQG�OLNH�WR�HPSOR\�JUDGXDWHV�DV�WKH\�WHQG�WR�EH�PRUH�SURGXFWLYH��DQG�
DQ�+(�TXDOL¿FDWLRQ�FRQIHUV�DVVXUDQFH�DERXW�D�SHUVRQ¶V�LQWHOOHFWXDO�DWWULEXWHV��0DQ\�+(�
FRXUVHV�DUH�QRW�OLQNHG�GLUHFWO\�WR�SURIHVVLRQV��EXW�WKH�NH\�VNLOOV�OHDUQW�VXFK�DV�SUREOHP�

Too Good to Fail: The financial sustainability of higher education in England
1. Sustaining the system
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9  Department for BIS, (October 2013) ‘The Benefits of Higher Education Participation for Individuals and Society: key findings and reports “The 
Quadrants”’ BIS Research Paper No. 146. pg 48
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VROYLQJ��VHOI�PDQDJHPHQW��FULWLFDO�WKLQNLQJ��DQG�FRPPXQLFDWLRQ��DUH�DFTXLUHG�WKURXJK�
D�UDQJH�RI�GHJUHHV��DQG�DUH�HDVLO\�WUDQVIHUDEOH�

1.1.2 Economic benefits to the public 
(FRQRPLF�EHQH¿WV�GR�QRW�VWRS�DW�WKH�LQGLYLGXDO��7KH�ZDJH�SUHPLXP�WKDW�FRPHV�ZLWK�D�
GHJUHH�WUDQVODWHV�LQWR�HFRQRPLF�EHQH¿WV�IRU�VRFLHW\�

%,6�KDV�HVWLPDWHG�WKDW�WKH�QHW�ZRUNLQJ�OLIH�EHQH¿WV�WR�WKH�([FKHTXHU��DV�D�UHVXOW�RI�
LQGLYLGXDOV�JDLQLQJ�D�¿UVW�GHJUHH�FRPSDUHG�WR����$�OHYHOV��DUH����������IRU�PHQ�DQG�
���������IRU�ZRPHQ�10

0LOOLRQ��HVWLPDWHG�WKLV�WR�EH�ORZHU��,Q�WKHLU�ZRUN�ZLWK�/RQGRQ�(FRQRPLFV�WKH\�IRXQG� 
WKDW�WKH�QHW�7UHDVXU\�EHQH¿W�ZDV����������IRU�PHQ�FRPSDUHG�WR���������IRU�ZRPHQ�11 
(YHQ�ZLWK�WKHVH�ORZHU�¿JXUHV�WKLV�UHSUHVHQWV�D�UDWH�RI�UHWXUQ�RI�������IRU�PHQ�DQG������
IRU�ZRPHQ��WDNLQJ�LQWR�DFFRXQW�GLUHFW�FRVWV�RI�+(�IXQGLQJ��DQG�LQGLUHFW�FRVWV�VXFK�DV�
IRUJRQH�WD[�LQFRPH�GXULQJ�\HDUV�VWXG\LQJ��12�$FFRUGLQJ�WR�WKLV�HVWLPDWH�WKH�UHWXUQ�WR�
WKH�7UHDVXU\�RYHU�WKH�ZRUNLQJ�OLYHV�RI�WKH���������FRKRUW�RI���������XQGHUJUDGXDWH�
VWXGHQWV�DW�(QJOLVK�KLJKHU�HGXFDWLRQ�LQVWLWXWLRQV�ZRXOG�EH�������ELOOLRQ�13

)RU�SRVWJUDGXDWH�GHJUHHV�WKH�UDWH�RI�UHWXUQ�LV�HYHQ�EHWWHU��1HW�EHQH¿W�WR�WKH�7UHDVXU\�IRU�
PHQ�LV����������D�������UDWH�RI�UHWXUQ��DQG���������IRU�ZRPHQ��D�������UDWH�RI�UHWXUQ�14 

7KH�UHIRUPHG�IXQGLQJ�V\VWHP�KDV�LQFUHDVHG�WKH�HVWLPDWHG�UDWH�RI�UHWXUQ�WR�WKH�
([FKHTXHU��+RZHYHU��WKLV�LV�QRW�EHFDXVH�RI�LQFUHDVHG�LQFRPH�IURP�JUDGXDWHV�RU�
HI¿FLHQF\�LQ�WKH�SRVW������V\VWHP��7KH�FXW�WR�+()&(�WHDFKLQJ�JUDQW�KDV�GHFUHDVHG�WKH�
DPRXQW�RI�IXQGLQJ�WKH�*RYHUQPHQW�FRQWULEXWHV��PDNLQJ�WKH�UDWH�DSSHDU�EHWWHU��7KLV�LV�
WKRXJKW�WR�KDYH�LQFUHDVHG�WKH�RYHUDOO�UDWH�RI�UHWXUQ�IURP�������WR���������

$�JUHDWHU�SRSXODWLRQ�RI�JUDGXDWHV�DOVR�PDNHV�IRU�D�IDVWHU�JURZLQJ��PRUH�SURGXFWLYH�
HFRQRP\��LQFUHDVLQJ�RXU�JOREDO�FRPSHWLWLYHQHVV��%,6�UHVHDUFK�VKRZV�WKDW�����RI�8.�
HFRQRPLF�JURZWK�EHWZHHQ������DQG������ZDV�WKH�UHVXOW�RI�LQFUHDVHG�JUDGXDWH�VNLOOV�16 
,Q�DGGLWLRQ�WR�WKLV��ZLWK�HYHU\����LQFUHDVH�RI�WKH�ZRUNIRUFH�ZLWK�JUDGXDWH�TXDOL¿FDWLRQV��
SURGXFWLYLW\�LQFUHDVHV�E\����������17 

1.1.3 Social benefits to graduates 
$�JUDGXDWH�LV�PRUH�OLNHO\�WR�YRWH�DQG�IHHO�HQJDJHG�ZLWK�WKH�SROLWLFDO�SURFHVV������RI�DGXOWV�
ZLWKRXW�VHFRQGDU\�HGXFDWLRQ�TXDOL¿FDWLRQV�SDUWLFLSDWH�LQ�HOHFWLRQV�FRPSDUHG�WR�����RI�
JUDGXDWHV����,PSRUWDQWO\��WKRVH�ZKR�KDYH�FRPSOHWHG�WHUWLDU\�HGXFDWLRQ�DOVR�IHHO�OLNH�WKH\�

Too Good to Fail: The financial sustainability of higher education in England
1. Sustaining the system

10  Department for BIS, (October 2013) ‘The Benefits of Higher Education Participation for Individuals and Society: key findings and reports “The 
Quadrants”’ BIS Research Paper No. 146. pg. 36

11 Million+ (January 2013) ‘What’s the value of a UK degree?’ pg. 8.
12 Ibid..
13 Ibid., 9.
14 Ibid., 8.
15 Ibid., 9.
16  Department for BIS, (October 2013) ‘The Benefits of Higher Education Participation for Individuals and Society: key findings and reports “The 

Quadrants”’ BIS Research Paper No. 146. pg. 38
17 Ibid..
18 Ibid., 15.
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KDYH�PRUH�RI�D�VD\�LQ�JRYHUQPHQW������RI�ZLWKRXW�VHFRQGDU\�HGXFDWLRQ�TXDOL¿FDWLRQV�YV�
����IRU�JUDGXDWHV��19

*UDGXDWHV�DUH�PRUH�OLNHO\�WR�YROXQWHHU�DQG�HQJDJH�LQ�VRFLDO�DQG�FLYLF�DFWLYLWLHV������
ZLWKRXW�VHFRQGDU\�HGXFDWLRQ�TXDOL¿FDWLRQV�YV�����IRU�JUDGXDWHV��20

7KH\�DOVR�KDYH�D�ORQJHU�OLIH�H[SHFWDQF\�DQG�DUH�PRUH�OLNHO\�WR�EH�LQ�EHWWHU�KHDWK������
ZLWKRXW�VHFRQGDU\�HGXFDWLRQ�TXDOL¿FDWLRQV�YV�����IRU�JUDGXDWHV��21

,I�WKHVH�EHQH¿WV�VLPSO\�FRUUHODWHG�ZLWK�SDUWLFLSDWLQJ�LQ�KLJKHU�HGXFDWLRQ�UDWKHU�WKDQ�
KDYLQJ�D�FDXVDO�UHODWLRQVKLS��ZH�ZRXOG�H[SHFW�WR�VHH�WKHVH�GLS�DV�JUDGXDWH�QXPEHUV�
H[SDQG�DQG�PRUH�VWXGHQWV�IURP�D�UDQJH�RI�EDFNJURXQGV�HQWHU�+(��EXW�WKLV�GRHV�QRW�
DSSHDU�WR�EH�WKH�FDVH�22 

1.1.4 Social benefits to the public
,W�FDQ�EH�GLI¿FXOW�WR�GLIIHUHQWLDWH�EHWZHHQ�JDLQV�WR�LQGLYLGXDOV�DQG�WR�VRFLHW\��EXW�ZKHQ�
WKHVH�LQGLYLGXDO�EHQH¿WV�VSLOO�RYHU�LQWR�VRFLHW\��WKH�VFDOH�PDNHV�LW�ZRUWK\�RI�PHQWLRQ��

2QH�H[DPSOH�RI�WKLV�LV�LPSURYHG�VRFLDO�FRKHVLRQ��7KRVH�HGXFDWHG�WR�GHJUHH�OHYHO�WHQG�
WR�EH�PRUH�WUXVWLQJ�DQG�PRUH�WROHUDQW�RI�GLIIHUHQW�SDUWV�RI�VRFLHW\��7KLV�OLQNV�FORVHO\�WR�
UHGXFHG�OLNHOLKRRG�RI�FULPLQDO�DFWLYLW\��%,6�HVWLPDWHV�WKDW�D�����LQFUHDVH�LQ�WKH�QXPEHU�
RI�SHRSOH�ZLWK�GHJUHH�OHYHO�HGXFDWLRQ�ZRXOG�OHDG�WR�D����ELOOLRQ�DQQXDO�VDYLQJV�LQ�WKH�
FRVWV�DVVRFLDWHG�ZLWK�FULPH�LQ�WKH�8.�23

$�PRUH�WROHUDQW�DQG�ODZ�DELGLQJ�VRFLHW\�PDNHV�IRU�D�PRUH�SROLWLFDOO\�VWDEOH�RQH��,QGHHG��
JUDGXDWHV�DUH�QRW�RQO\�PRUH�OLNHO\�WR�YRWH��EXW�EH�OHVV�F\QLFDO�DERXW�SROLWLFV�24

$�ZHOO�GRFXPHQWHG�EHQH¿W�WR�VRFLHW\�LV�WKH�LPSDFW�RI�KLJKHU�HGXFDWLRQ�RQ�VRFLDO�
PRELOLW\��7KH�8.�&RPPLVVLRQ�IRU�(PSOR\PHQW�DQG�6NLOOV�HVWLPDWHV�WKDW�E\�������
RYHU�KDOI�RI�MREV�ZLOO�UHTXLUH�KLJKHU�HGXFDWLRQ����������ZLWK�RQH�LQ�VHYHQ�MREV���������
UHTXLULQJ�SRVWJUDGXDWH�TXDOL¿FDWLRQV����:KLOVW�SURJUHVV�KDV�EHHQ�PDGH��ZH�DUH�VWLOO�
VHHLQJ�ORZHU�WKDQ�H[SHFWHG�QXPEHUV�RI�VWXGHQWV�IURP�GLVDGYDQWDJHG�EDFNJURXQGV�
JHWWLQJ�LQWR�WKH�WRS�XQLYHUVLWLHV��7KH�UHFHQW�6RFLDO�0RELOLW\�DQG�&KLOG�3RYHUW\�
&RPPLVVLRQ�UHSRUW�UHLQIRUFHG�WKH�EHQH¿WV�RI�UHFUXLWLQJ�IURP�D�EURDG�VRFLR�HFRQRPLF�
EDFNJURXQG��DQG�JLYHQ�WKH�LPSRUWDQFH�RI�D�XQLYHUVLW\�GHJUHH�IRU�DFFHVVLQJ�D�MRE��LW�LV�
LPSRUWDQW�WKDW�GLVDGYDQWDJHG�VWXGHQWV�KDYH�WKH�VDPH�RSSRUWXQLWLHV�DV�WKHLU�SHHUV�
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19 OECD (September 2014) ‘Education at a Glance 2014: OECD Indicators’, OECD Publishing. pg. 186-7
20 OECD (September 2014) ‘Education at a Glance 2014: OECD Indicators’, OECD Publishing. pg. 183.
21 Ibid..
22  University Alliance (February 2013) ‘University Alliance Budget representation: harnessing universities to help build a stronger economy for the future’ 

available at: http://www.unialliance.ac.uk/wp-content/uploads/2012/03/University-Alliance-Budget-representation-1.pdf
23  Department for BIS, (October 2013) ‘The Benefits of Higher Education Participation for Individuals and Society: key findings and reports “The 

Quadrants”’ BIS Research Paper No. 146. Pg. 9.
24 Ibid., 11.
25  Social Mobility & Child Poverty Commission (October 2014)  ‘State of the Nation 2014: Social Mobility and Child Poverty in Great Britain’ available at: 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/365765/State_of_Nation_2014_Main_Report.pdf 
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Figure two: Balance of contributions to higher education funding
Source: OBR, Fiscal Sustainability Report 
Components may not sum due to rounding. RAB: Resource accounting and budgeting change.

1.2 Three things to sustain

There are many elements of the English higher education system that are the envy of 
the world. In this section, we focus on three essential characteristics of our system that 
the Commission believes need sustaining. 

1.2.1 Mass system of higher education 
2YHU�WKH�SDVW�FHQWXU\��KLJKHU�HGXFDWLRQ�LQ�WKH�8.�KDV�WUDQVIRUPHG�IURP�D�EHQH¿W�
reserved for the elite, to a system of mass participation. Latest UCAS data shows that 
four weeks after GCE A Level results day 422,020 students had accepted places at 
English universities for 2014/15.26

For the British economy to thrive and compete internationally, and for us to create 
a society which is fair and prosperous, a mass system of higher education is needed. 
Many agree that if England wants a mass system of higher education, there needs to be 
some form of student contribution (not upfront). The amount, and the mechanism for 
paying it, remains hotly contested. 

Too Good to Fail: The financial sustainability of higher education in England
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26  UCAS, available at: http://www.ucas.com/sites/default/files/UCAS-interim-assessment-of-acceptances-report.pdf Compared to entry in 2013-14 
there was an increase of 4% for 2014/15. The best figures for student numbers comes from the HEIPR Stats, however the latest statistics are for the 
2012/13 academic year, which an unreliable representation given the introduction of £9,000 fees leading to a fall in student numbers. The next HEIPR 
stats will be out in 2015.

 Unit costs per year (£, 2012 prices), unless otherwise stated

 1998 system 2006 system 2012 system
 (2003 version) (2009 version)

 Taxpayer costs   5,800  8,500  7,800
 Teaching grant   3,700  3,700  600
 Fee grant   700 
 Maintenance grants     1,600  1,600
 Maintenance loan - cash  4,400  4,100  4,000
 Maintenance loan - RAB  30% 1,300 42% 1,700 46% 1,800
 Fee loan - cash    3,700  8,200
 Fee loan - RAB    42% 1,500 46% 3,800

 Graduate contributions   3,100  4,500  6,600
 Maintenance repayment   3,100  2,400  2,100
 Fee repayment     2,100  4,400

 The above sources enable

 Universities’ income   5,200  7,000  8,400
 Teaching grant   3,700  3,700  600
 Fees - public grant   700
 Fees - private, up-front   700
 Fees - via loans     3,700  8,200
 Bursaries     -400  -400

 Student benefits   3,700  6,000  6,000 
 Fee costs, up-front   -700
 Maintenance grants     1,600  1,600
 Maintenance loans   4,400  4,100  4,000
 Bursaries     400  400
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7KH�FKDUW�RQ�SDJH����E\�WKH�2I¿FH�RI�%XGJHW�5HVSRQVLELOLW\��2%5��ORRNV�DW�WKH�
FRQWULEXWLRQV�RI�WD[SD\HUV�DQG�JUDGXDWHV�XQGHU�WKH�������������DQG������VWXGHQW�
¿QDQFH�V\VWHPV�27�,W�ORRNV�DW�µXQLW�FRVW¶��FRVWV�SHU�VWXGHQW���7KH�FKDUW�DOORZV�WKH�PRQH\�
WR�EH�IROORZHG�IURP�WKH�WD[SD\HU�DQG�JUDGXDWH�WR�WKH�XQLYHUVLW\�DQG�VWXGHQW��:H�FDQ�VHH�
KRZ�WKH�OHYHOV�RI�FRQWULEXWLRQ�KDYH�FKDQJHG�RYHU�WKH�WKUHH�V\VWHPV��:KDW�WKH�LGHDO�OHYHO�
RI�FRQWULEXWLRQ�IURP�WKH�SXEOLF�DQG�SULYDWH�VKRXOG�EH�LV�GHEDWHG��(VWLPDWHV�VXJJHVW�WKDW�
WKH�FXUUHQW�V\VWHP�UHSUHVHQWV�D�������FRQWULEXWLRQ�IURP�JRYHUQPHQW�WD[SD\HUV�DQG�
LQGLYLGXDOV��DQG�UHVHDUFK�IURP�8QLYHUVLW\�$OOLDQFH�VXSSRUWV�WKLV��VHH�FKDUW�EHORZ����
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27  Office for Budget Responsibility, (July 2014) ‘Fiscal sustainability report’ pg. 170 available at: http://cdn.budgetresponsibility.org.uk/41298-OBR-
accessible.pdf 

28  University Alliance (February 2013) ‘University Alliance Budget representation: harnessing universities to help build a stronger economy for the future’ 
available at: http://www.unialliance.ac.uk/wp-content/uploads/2012/03/University-Alliance-Budget-representation-1.pdf

Figure three: What happened when £9,000 fees were introduced?
Source: University Alliance, H.E.L.P. UK Background evidence report 
1.  Figures are based on all full-time undergraduates in pre-2012 and all first time undergraduate students (FTE) in £9,000 system (approx 95% of all full-time 

undergraduates and 30% of part-time undergraduates). The post 2012 system changed to allow 1/3 of all part-time undergraduates to access the fee loans - 
those doing first degree and studying over 0.25 workload.

2.  These figures are based on 100% uptake of fee loans - they do not take account of those choosing to pay their fees upfront. Our best understanding is that 
this is a small proportion of students and percentage paying upfront has not changed significantly in the new system compared to pre-2012 figures.

3.  £9,000 system calculations are based on projections for 2015-16 when three years of students will be in the system. Based on 2012-13 student numbers. 
Based on an average fee of £8,425, the average fee after fee waiver in 2014-15 (OFFA, 2013).

4.  Figures based on a 28% RAB charge in the pre-2012 system (BIS, 2012) and 45% RAB charge in the £9,000 system (House of Commons, March 2014).
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If the presumption is that in a mass system all parties who gain should contribute 
LQ�VRPH�ZD\��WKHQ�LW�LV�QHFHVVDU\�WR�FRQVLGHU�ZKDW�RWKHU�EHQH¿FLDULHV�WKHUH�DUH�ZKR�
might share in the costs. The Commission considered whether previous graduates 
ZKR�EHQH¿WHG�IURP�IUHH�KLJKHU�HGXFDWLRQ�WXLWLRQ�FRXOG�FRQWULEXWH�WKURXJK�WKH�LQFRPH�
tax system and whether businesses employing graduates should pay higher National 
Insurance Contributions or corporation taxes. These arguments have been advanced 
and toyed with in the past, but have foundered because most regard them as politically 
YHU\�GLI¿FXOW��7KHVH�SROLFLHV�FRXOG�EH�FRQVWUXHG�DV�UHWURVSHFWLYH��IRU�LQGLYLGXDOV��RU�
EXUGHQVRPH�DQG�FRXQWHU�SURGXFWLYH��IRU�HPSOR\HUV���7KH�&RPPLVVLRQ�FRQFOXGHG�WKDW�
WKHVH�ZHUH�ERWK�DYHQXHV�WKDW�ZHUH�QRW�DV�SURPLVLQJ�DV�WKH\�DSSHDU�DW�¿UVW�

1.2.2 Diversity in the system
$�FUXFLDO�HOHPHQW�RI�WKH�+(�V\VWHP�LV�LWV�GLYHUVLW\��:H�KHDUG�DERXW�WKH�EHQH¿WV�RI�
diversity, creating choice in the system, catering to range of students’ needs. 

$�VLJQL¿FDQW�SDUW�RI�WKH�*RYHUQPHQW¶V������:KLWH�3DSHU�� and subsequent reforms has 
been devoted to facilitating more diversity in the system. In a speech to Universities UK 
LQ������WKH�IRUPHU�8QLYHUVLWLHV�0LQLVWHU�'DYLG�:LOOHWWV�03�VDLG�³The biggest lesson I 
have learned is that the most powerful driver of reform is to let new providers into 
WKH�V\VWHP��7KH\�GR�WKLQJV�GL̆HUHQWO\�LQ�ZD\V�QR�RQH�FDQ�SUHGLFW��7KH\�GULYH�UHIRUP�
DFURVV�WKH�VHFWRU�”��

Throughout our evidence we heard the positive case made for a diverse range of 
SURYLGHUV��2QH�ZLWQHVV��ZKHQ�DVNHG�DERXW�WKH�LPSDFW�RI�GLYHUVLW\�RQ�WKH�¿QDQFLDO�
sustainability of the system, said that diversity makes our system more sustainable, as 
it prepares all institutions for an uncertain future. The Commission is inclined to agree, 
seeing a diverse system as building resilience to prepare against future risk.

The funding system should not only support diversity, but help the system to diversify 
further to protect itself against an uncertain future. 

1.2.3 World class research
The high international reputation of English higher education is largely thanks to 
WKH�TXDOLW\�RI�UHVHDUFK�RXWSXW��5HFHQW�UHVHDUFK�IURP�%,6�KDV�FRQ¿UPHG�WKDW�WKH�8.�
punches above its weight in terms of global research. It found the UK represents just 
�����RI�JOREDO�SRSXODWLRQ�������RI�5	'�H[SHQGLWXUH��DQG������RI�UHVHDUFKHUV��EXW�
LW�DFFRXQWV�IRU������RI�GRZQORDGV��������RI�FLWDWLRQV�DQG�������RI�WKH�ZRUOG¶V�PRVW�
highly-cited articles.��

It is not surprising that witnesses expressed the need for continued investment in 
research to maintain the UK’s global reputation for excellent higher education, and 
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29  Department for BIS, (June 2011) ‘Higher Education: Students at the Heart of the System’ available at: https://www.gov.uk/government/uploads/system/
uploads/attachment_data/file/31384/11-944-higher-education-students-at-heart-of-system.pdf 

30  D Willetts, (February 2011) ‘Universities UK Spring Conference 2011’ available at: https://www.gov.uk/government/speeches/universities-uk-spring-
conference-2011

31  Elsevier, (2013) ‘International Comparative Performance of the UK Research Base – 2013’ Prepared for Department BIS, pg. 2.
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PDQ\�SODFHG�UHVHDUFK�LQYHVWPHQW�RQ�WKHLU�WRS�OLVWV�RI�DVNV��DV�FXUUHQW�OHYHOV�RI�UHVHDUFK�
IXQGLQJ�ZHUH�QRW�FRYHULQJ�WKH�IXOO�HFRQRPLF�FRVWV��7KH�FXUUHQW�GXDO�VXSSRUW�IXQGLQJ�
V\VWHP�LV�VHUYLQJ�WKH�VHFWRU�ZHOO��DQG�TXDOLW\�UHODWHG�IXQGLQJ�KDV�SURYLGHG�WKH�QHFHVVDU\�
ÀH[LELOLW\��DXWRQRP\�DQG�RSSRUWXQLWLHV�IRU�H[SORUDWRU\�ZRUN��:H�KHDUG�WKDW�WKLV�V\VWHP�
KHOSHG�IXQG�µVWUDWHJLF¶�DV�ZHOO�DV�µEOXH�VNLHV¶�UHVHDUFK��

$�VWURQJ�UHVHDUFK�VHFWRU�QRW�RQO\�DWWUDFWV�LQWHUQDWLRQDO�VWXGHQWV��EXW�DOVR�WKH�EHVW�
DFDGHPLFV�IURP�DURXQG�WKH�ZRUOG��%\�FUHDWLQJ�D�GHVLUDEOH�UHVHDUFK�HQYLURQPHQW�WKDW�
KDV�WKH�EHVW�IDFLOLWLHV��SURGXFHV�WRS�UHVXOWV�DQG�LV�UHJDUGHG�WR�EH�ZRUOG�FODVV��(QJOLVK�
+(�ZLOO�FRQWLQXH�WR�DWWUDFW�WKH�EHVW�UHVHDUFKHUV�ZKR�ZLOO�JR�RQ�WR�SURGXFH�KLJK�TXDOLW\�
UHVHDUFK��7KLV�PDNHV�RXU�V\VWHP�PRUH�VXFFHVVIXO��DQG�WKHUHIRUH�PRUH�VXVWDLQDEOH�
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Chapter Two examines elements of the current system that 
represent risks to continued financial sustainability. We then make 
recommendations on how to mitigate these risks.

2.1 Student numbers

,Q�WKLV�VHFWLRQ�ZH�ORRN�DW�WKH�WUHQGV�LQ�VWXGHQW�QXPEHUV��DQG�WKHLU�LPSDFW�RQ�¿QDQFLDO�
VXVWDLQDELOLW\��7KH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ�EHOLHYHV�WKDW�WKRVH�ZKR�ZLOO�
EHQH¿W�IURP�DQ�H[SHULHQFH�RI�KLJKHU�HGXFDWLRQ��DQG�KDYH�WKH�DELOLW\��VKRXOG�KDYH�WKH�
RSSRUWXQLW\�WR�SDUWLFLSDWH��:H�DOVR�EHOLHYH�WKDW�WKH�8.�VKRXOG�EH�WKH�GHVWLQDWLRQ�RI�
FKRLFH�IRU�VWXGHQWV�IURP�DFURVV�WKH�ZRUOG��+RZHYHU��WKHUH�DUH�JURZLQJ�FRQFHUQV�DURXQG�
VWXGHQW�QXPEHUV�DQG�DVVRFLDWHG�SROLFLHV�WKDW�ULVN�WKH�¿QDQFLDO�VXVWDLQDELOLW\�RI�WKH�
VHFWRU��WKH�SRWHQWLDO�UDSLG�H[SDQVLRQ�RI�XQGHUJUDGXDWH�QXPEHUV��IDOOLQJ�SDUW�WLPH�DQG�
SRVWJUDGXDWH�QXPEHUV��DQG�WKH�YRODWLOLW\�RI�WKH�LQWHUQDWLRQDO�VWXGHQW�PDUNHW�

2.1.1 Trends in postgraduate taught and part-time students
)XOO�WLPH�XQGHUJUDGXDWH�VWXGHQW�QXPEHUV�KDYH�EHHQ�LQFUHDVLQJ��+RZHYHU��WKH�WRWDO�
QXPEHU�RI�VWXGHQWV�LQ�+(�KDV�EHHQ�GHFUHDVLQJ�GXH�WR�ODUJH�IDOOV�LQ�WKH�QXPEHU�RI�SDUW�
WLPH�XQGHUJUDGXDWHV��SRVWJUDGXDWHV��IXOO�DQG�SDUW�WLPH��DQG�PDWXUH�VWXGHQWV��7KLV�LV�D�
ZRUU\LQJ�WUHQG�IRU�+(��ZKLFK��DV�PHQWLRQHG�LQ�WKH�¿UVW�FKDSWHU��QHHGV�D�GLYHUVH�RIIHU�WR�
UHPDLQ�¿QDQFLDOO\�VXVWDLQDEOH��

7KH�JUDSK�RQ�SDJH����VKRZV�WKDW�WRWDO�VWXGHQW�QXPEHUV�KDYH�EHHQ�VKULQNLQJ�IRU�D�
IHZ�\HDUV��+()&(�UHSRUWHG�LQ�$SULO������WKDW�WKH�QXPEHU�RI�SDUW�WLPH�8.�DQG�(8�
XQGHUJUDGXDWHV�HQWHULQJ�(QJOLVK�+(�LQ���������ZDV�DOPRVW�KDOI�ZKDW�LW�ZDV�LQ������
����ZLWK�RYHUDOO�QXPEHUV�KDYH�IDOOLQJ�E\���������32�2YHU�WKH�VDPH�SHULRG�SDUW�WLPH�
SRVWJUDGXDWH�HQWUDQWV�IHOO�E\���������������2XU�HYLGHQFH�EODPHV�WKLV�RQ�WKH�HFRQRPLF�
GRZQWXUQ��LQ�SDUWLFXODU�HPSOR\HUV�EHLQJ�OHVV�OLNHO\�WR�VXSSRUW�SDUW�WLPH�VWXG\�E\�WKHLU�
ZRUNHUV���WKH�LQFUHDVH�LQ�WXLWLRQ�IHHV��DQG�WKH�ZLWKGUDZDO�RI�(/4��HTXLYDOHQW�RU�ORZHU�
TXDOL¿FDWLRQV��IXQGLQJ�LQ����������/RRNLQJ�DFURVV�WKH�GHYROYHG�QDWLRQV��ZKHUH�WKH�
GURS�LQ�SDUW�WLPH�QXPEHUV�ZDV�QRW�DV�SURQRXQFHG��LW�LV�FOHDU�WKDW�WKH�LQFUHDVHG�IHHV�LQ�
(QJODQG�KDYH�SOD\HG�D�VLJQL¿FDQW�UROH��,Q�WKH�SHULRG���������WR����������6FRWODQG�DQG�
:DOHV�VDZ�GHFOLQHV�RI�����DQG�����UHVSHFWLYHO\��ZKHUHDV�1RUWKHUQ�,UHODQG�KDV�VHHQ�DQ�
LQFUHDVH�LQ�SDUW�WLPH�VWXGHQWV�RI�����33

32  HEFCE, (April 2014),’ Pressure from all sides: Economic and policy influences on part-time higher education’ available at: http://www.hefce.ac.uk/pubs/
year/2014/201408d/

33  A report by Oxford Economics concluded that “the recent decline in part-time entrants across the UK is likely to have been driven by higher education 
policy changes and exacerbated by macroeconomic conditions”. Oxford Economics, (April 2014) ‘Macroeconomic influences on the demand 
for part-time higher education in the UK’, Report for HEFCE, available at: http://www.hefce.ac.uk/media/hefce/content/pubs/indirreports/2014/
macroeconomicinfluencesonthedemandforpthe/2014_ptdemand.pdf
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34  HE Commission, (October 2012) ‘Postgraduate Education’, pg. 27.
35  HESA, (January 2014) Higher Education Student Enrolments and Qualifications Obtained At Higher Education Institutions in the United Kingdom for the 

Academic Year 2012/13. Available at: https://www.hesa.ac.uk/stats

Figure four: First year students by level and mode of study
Source: HESA, Higher Education Student Enrolments and Qualifications Obtained At Higher Education Institutions in the 
United Kingdom for the Academic Year 2012/13

7KLV�GHFOLQH�LV�FRQFHUQLQJ�IRU�WKH�VHFWRU�DV�D�ZKROH��EXW�PRUH�LPSRUWDQW�LV�WKH�LPSDFW�
RQ�WKH�HFRQRP\��6SHFLDOLVW�LQVWLWXWLRQV�WKDW�KDYH�ZRUNHG�WR�GHYHORS�WKHLU�SDUW�WLPH�
PRGHO�KDYH�VXGGHQO\�H[SHULHQFHG�D�GURS�LQ�VWXGHQWV��

7KH�&RPPLVVLRQ¶V�¿UVW�UHSRUW�ORRNHG�LQ�JUHDW�GHWDLO�DW�SRVWJUDGXDWH�HGXFDWLRQ��,W�
IRXQG�WKDW�ZKLOVW�SRVWJUDGXDWH�VWXGHQWV�KDYH�LQFUHDVHG�E\�DERXW������VLQFH�������
RQO\�����RI�WKLV�JURZWK�LV�D�UHVXOW�RI�8.�DQG�(8�VWXGHQWV�34�,W�DOVR�ZHQW�LQWR�GHWDLO�
DERXW�WKH�VNLOOV�JDS�WKDW�WKH�8.�IDFHG�LI�LW�GLG�QRW�WUDLQ�HQRXJK�QDWLYH�SRVWJUDGXDWHV��
3RVWJUDGXDWH�HGXFDWLRQ�KDV�VHHQ�D�GHFUHDVH�UHFHQWO\�ZLWK�(QJOLVK�SRVWJUDGXDWHV�
GURSSLQJ�E\�����IURP���������WR�����������
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Figure five: First year PGT students by domicile, 2007/08 to 2012/13
Source: UUK, Postgraduate taught education: the funding challenge
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,Q����������PDWXUH�VWXGHQWV�PDGH�XS�����RI�8.�(8�HQUROPHQWV�IRU�XQGHUJUDGXDWH�
GHJUHHV�LQ�(QJODQG��7KH\�DUH�PXFK�PRUH�OLNHO\�WR�EH�VWXG\LQJ�SDUW�WLPH�RU�EH�LQ�
HPSOR\PHQW�WKDQ�µ\RXQJ¶�XQGHUJUDGXDWHV��8QLYHUVLWLHV�8.�UHVHDUFK�KDV�IRXQG�WKDW�
EHWZHHQ���������DQG���������PDWXUH�VWXGHQW�XQGHUJUDGXDWHV�KDYH�IDOOHQ�E\�������36

7KH�GHFUHDVHV�LQ�HVVHQWLDO�SDUW�WLPH��PDWXUH��DQG�SRVWJUDGXDWH�VWXGHQWV�DUH�YHU\�
FRQFHUQLQJ�WR�WKH�&RPPLVVLRQ��1RW�RQO\�LV�WKLV�SXWWLQJ�¿QDQFLDO�SUHVVXUH�RQ�SDUWV�
RI�WKH�VHFWRU�ZKLFK�VSHFLDOLVH�LQ�WKLV�SURYLVLRQ��EXW�LW�DOVR�ULVNV�GDPDJLQJ�WKH�ZLGHU�
HFRQRP\��:LWKRXW�KLJK�OHYHO�VNLOOV�DFURVV�WKH�ZRUNIRUFH��DQG�WKH�RSSRUWXQLW\�IRU�SHRSOH�
WR�UHWUDLQ�DQG�UDLVH�WKHLU�VNLOO�OHYHOV�GXULQJ�WKHLU�ZRUNLQJ�OLYHV��WKH�8.�ZLOO�VWUXJJOH�WR�
PDLQWDLQ�LWV�UROH�DV�D�JOREDOO\�FRPSHWLWLYH�HFRQRP\��

Recommendation 1
7KH�*RYHUQPHQW��ZLWK�EXVLQHVV��VKRXOG�UHPRYH�WKH�UHPDLQLQJ�UHVWULFWLRQV�RQ�
UHWUDLQLQJ�DW�JUDGXDWH�OHYHO��UHLQYLJRUDWLQJ�SDUW�WLPH�DQG�PDWXUH�OHDUQLQJ�

Recommendation 2
7KH�*RYHUQPHQW�VKRXOG�LPPHGLDWHO\�DGGUHVV�DFFHVV�WR�IXQGLQJ�IRU�WDXJKW�
SRVWJUDGXDWH�HGXFDWLRQ��DV�UHFRPPHQGHG�LQ�WKH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ¶V�
UHSRUW�µPostgraduate Education¶��

2.1.2 Lifting the Student Number Controls
&KDQFHOORU�RI�WKH�([FKHTXHU��*HRUJH�2VERUQH�03��VXUSULVHG�WKH�SXEOLF�DQG�KLJKHU�
HGXFDWLRQ�ZKHQ�KH�DQQRXQFHG�LQ�WKH������$XWXPQ�6WDWHPHQW�SODQV�WR�OLIW�WKH�6WXGHQW�
1XPEHU�&RQWUROV��61&��RQ�XQLYHUVLWLHV��

   “Access to higher education is a basic tenet of economic success in the global 
race. So today I can announce that next year we will provide 30,000 more 
student places – and the year after we will abolish the cap on student numbers 
altogether.”37 
±�*HRUJH�2VERUQH�03���WK�'HFHPEHU�����

7KLV�GHFLVLRQ�ZDV�SUHVHQWHG�DV�D�IXUWKHU�OLEHUDOLVDWLRQ�RI�KLJKHU�HGXFDWLRQ��ZKLFK�ZRXOG�
LQFUHDVH�WKH�QXPEHU�RI�JUDGXDWHV��JRRG�IRU�WKH�HFRQRP\���H[SDQG�DFFHVV�WR�XQLYHUVLW\�
�JRRG�IRU�VRFLHW\���DQG�HQFRXUDJH�FRPSHWLWLRQ�EHWZHHQ�LQVWLWXWLRQV��JRRG�IRU�VWXGHQWV���
7KH�7UHDVXU\�KDV�HVWLPDWHG�WKDW�HYHU\�\HDU�DURXQG��������VWXGHQWV�UHFHLYH�WKH�
QHFHVVDU\�JUDGHV�IRU�KLJKHU�HGXFDWLRQ��EXW�IDLO�WR�VHFXUH�D�SODFH���

:H�VXSSRUW�WKLV�JRDO��EXW�WKHUH�DUH�ULVNV�DWWDFKHG�±�ERWK�¿QDQFLDO�ULVNV��DQG�ULVNV�WR�
TXDOLW\��7KH�FRVW�WR�JRYHUQPHQW�RI�IXQGLQJ�H[WUD�VWXGHQWV�ZLWK�ORDQV�LV�QRW�WKH�RQO\�

36 Universities UK, (August 2014) ‘Trends In Undergraduate Recruitment’, pg. 18
37  G Osborne, (December 2013) ‘Chancellor George Osborne’s Autumn Statement 2013 speech’ HM Treasury available at: https://www.gov.uk/

government/speeches/chancellor-george-osbornes-autumn-statement-2013-speech  
38  HM Treasury, (December 2013) ‘Autumn Statement 2013’, pg. 7 available at: https://www.gov.uk/government/publications/autumn-statement-2013-

documents
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concern (the possible sale of the student loan book is discussed in section 2.4.2). 
The impact of unrestrained recruitment on the sector could produce unforeseen 
consequences that reduce the quality of provision, by increasing the ratio of students 
to teachers, reducing contact time, and putting pressure on facilities, all of which risks 
damage to the student experience. The Commission believes that the impact of this 
liberalisation needs to be closely monitored.

Figure six: 18- to 20- year olds in the UK population 2007 to 2030
Source: UUK, Trends in undergraduate recruitment
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A: Demographic change and student number volatility
The volatility of student numbers is exacerbated by impending demographic changes.
0RUH�\RXQJ�SHRSOH�DUH�DFKLHYLQJ�OHYHO���TXDOL¿FDWLRQV��WKDQNV�WR�EHWWHU�DWWDLQPHQW�
OHYHOV�DW�VHFRQGDU\�VFKRRO�DQG�\RXQJ�SHRSOH�VWXG\LQJ�IRU�ORQJHU��+RZHYHU��SRSXODWLRQ�
FKDQJHV�PHDQ�WKDW�WKHUH�ZLOO�EH�IHZHU�������\HDU�ROGV�WR�WDNH�XS�SODFHV�DW�XQLYHUVLWLHV�±�
this is the age group from which the majority of students come.

7KH�¿JXUH�RQ�SDJH����VKRZV�WKDW�IURP������WR������WKH�QXPEHU�RI�������\HDU�ROGV�
is projected to decrease by 12.3%.39 Past HEPI research shows that this decline in 
numbers will not happen proportionately across society and that lower birth-rates have 
EHHQ�PRUH�SUHYDOHQW�LQ�ORZHU�VRFLRHFRQRPLF�JURXSV��ZKLFK�KDYH�ORZHU�UDWHV�RI�+(�
participation.40�+RZHYHU��WKLV�GHFOLQH�ZDV�D�FRQFHUQ�IRU�D�QXPEHU�RI�9LFH�&KDQFHOORUV��
given that it adds another element of uncertainty to student recruitment.

'XH�WR�WKHVH�FKDQJHV��FRPELQHG�ZLWK�WKH�UHPRYDO�RI�61&��XQLYHUVLWLHV�ZLOO�QHHG�WR�
FRPSHWH�WR�H[SDQG�LQ�WKH�VKRUW�WHUP��DV�WKH�SUHVHQW�VWHHS�GURS�LQ�SRWHQWLDO�VWXGHQWV�
FRQWLQXHV�XQWLO�WKH�HQG�RI�WKH�GHFDGH��,Q�������EHIRUH�WKH�61&�ZHUH�OLIWHG��,335�DUJXHG�
WKH�GHPRJUDSKLF�FKDQJH�ZRXOG�VDYH�WKH�*RYHUQPHQW�PRQH\��EDVHG�RQ������216�
¿JXUHV�LW�HVWLPDWHG��������ELOOLRQ�ZRXOG�EH�VDYHG�LQ�WHDFKLQJ�DQG�PDLQWHQDQFH�JUDQWV��
DV�WKH�SURSRUWLRQ�RI�VWXGHQWV�DWWHQGLQJ�XQLYHUVLW\�ZRXOG�VWD\�WKH�VDPH��EXW�WKH�DEVROXWH�
number would drop.41 The announcement to lift the controls on student numbers has 
reduced the chance that these savings will materialise.

B. Impact of lifting SNC on government
8QGHU�WKH�QHZ�IHHV�V\VWHP�LQWURGXFHG�LQ�������WKH�,)6�SUHGLFWV�WKDW�����RI�VWXGHQWV�DUH�
expected to have some or all of their debt written off (Government predictions are closer 
WR������42�:LWQHVVHV�WR�WKLV�LQTXLU\�ZDUQHG�WKDW�LQFUHDVLQJ�VWXGHQW�QXPEHUV�ZRXOG�OLNHO\�
LQFUHDVH�WKLV�SURSRUWLRQ��DV�H[SDQVLRQ�ZRXOG�SUREDEO\�FRPH�DW�WKH�PDUJLQ��PHDQLQJ�
growth in numbers is expected to bring in students with lower future earnings potential. 

7KH�FRQWURO�RQ�VWXGHQW�QXPEHUV�KDV�QRW�KLVWRULFDOO\�EHHQ�MXVWL¿HG�ZLWK�UHIHUHQFH�WR�WKH�
HFRQRP\¶V�QHHG�IRU�JUDGXDWH�VNLOOV��7KHUH�LV�QRW�D�IRUPXOD�ZKLFK�HVWLPDWHV�KRZ�PDQ\�
JUDGXDWHV�(QJODQG�QHHGV��+RZHYHU��LW�KDV�SURYLGHG�D�YDOXDEOH�FRQWURO�PHFKDQLVP�RQ�
public spending and also ensured that demand in the system slightly exceeded supply 
�VRPHWKLQJ�WKDW�KDV�KHOSHG�PDQDJH�WKH�VHFWRU¶V�¿QDQFLDO�VXVWDLQDELOLW\�DV�D�ZKROH��

The experience of the alternative providers43 demonstrates this point well. Until 2014 
alternative providers had the ability to recruit students freely. Whilst their students 
DUH�QRW�DOORZHG�WR�ERUURZ�DV�PXFK�WR�VXSSRUW�WKHLU�WXLWLRQ��RQO\��������\HDU���WKH�
XQFRQWUROOHG�H[SDQVLRQ�RI�VWXGHQWV�DW�WKHVH�LQVWLWXWLRQV�UHVXOWHG�LQ��������H[WUD�
VWXGHQWV�REWDLQLQJ�D�WXLWLRQ�IHH�ORDQ�LQ���������FRPSDUHG�WR����������7KLV�HTXDWHV�WR�
DQ�H[WUD������PLOOLRQ�VSHQW�RQ�ORDQ�VXSSRUW�IRU�VWXGHQWV�DW�DOWHUQDWLYH�SURYLGHUV�LQ�
��������FRPSDUHG�WR���������±�D������LQFUHDVH�44 
39  Ibid., 9.
40  R Coleman and B Bekhradnia (February 2011) ‘Higher Education Supply and Demand to 2020’, HEPI, pg. 7.
41 IPPR, (June 2013) ‘A Critical Path: Securing the Future of Higher Education in England’ IPPR Commission on the Future of Higher Education, pg. 118.
42  C Crawford and W Jin (10 April 2014) ‘Payback time? Student debt and loan repayments: what will the 2012 reforms mean for graduates?’, Institute for 

Fiscal Studies, pg.2.
43  Alternative Provider as defined by HEFCE: A general term for providers of higher education which are not funded by regular government grants. They 

can be for-profit or not-for-profit, and of any corporate form.
44  J Grove (August 2014) ‘Huge growth in public funding at private colleges’ Times Higher Education: available at: http://www.timeshighereducation.co.uk/

news/huge-growth-in-public-funding-at-private-colleges/2015059.article 
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7KLV�XQH[SHFWHG�FRVW�ZDV�UHVSRQVLEOH�IRU�WKH�µEODFN�KROH¶�WKDW�DSSHDUHG�LQ�WKH�%,6�
EXGJHW�DW�WKH�HQG�RI�������WKUHDWHQLQJ�LWV�ZLGHQLQJ�DFFHVV�SURJUDPPHV����)RUPHU�
8QLYHUVLWLHV�0LQLVWHU��'DYLG�:LOOHWWV�03�KDG�WR�KDOW�WKH�UHFUXLWPHQW�RI�VWXGHQWV�DW�
D�QXPEHU�RI�WKHVH�SURYLGHUV�WR�SUHYHQW�WKH�KROH�JHWWLQJ�DQ\�ELJJHU�46 We would be 
FRQFHUQHG�LI�WKH�H[SDQVLRQ�RI�VWXGHQW�QXPEHUV�LQ�+()&(�IXQGHG�LQVWLWXWLRQV�PLUURUHG�
WKH�H[SDQVLRQ�LQ�WKH�DOWHUQDWLYH�SURYLGHU�VHFWRU��WKH�LPSDFW�RI�VXFK�JURZWK�ZRXOG�EH�
HYHQ�JUHDWHU�DV�ORDQV�DYDLODEOH�WR�VWXGHQWV�LQ�WKH�+()&(�IXQGHG�VHFWRU�DUH�ODUJHU�

C. Impact of lifting the SNC on universities
7KH�FRVWV�WR�JRYHUQPHQW�DUH�RQH�SDUW�RI�WKH�SRWHQWLDO�ULVN�KHUH��DQRWKHU�LV�WKH�
EHKDYLRXUDO�FRQVHTXHQFHV�RI�OLIWLQJ�61&��'UDZLQJ�RQ�H[SHULHQFH�IURP�$XVWUDOLD��ZKLFK�
UHFHQWO\�OLIWHG�FRQWUROV�RQ�VWXGHQW�QXPEHUV��D�ZLWQHVV�SUHGLFWHG�WKDW�WKH�UHVHDUFK�
LQWHQVLYH�DQG�PRVW�VHOHFWLYH�XQLYHUVLWLHV�LQ�(QJODQG�ZRXOG�VHH�PLQLPDO�H[SDQVLRQ��DV�
WKH\�WHQG�QRW�WR�ZDQW�WR�JURZ�XQGHUJUDGXDWH�QXPEHUV��$�VHFRQG�JURXS��XQLYHUVLWLHV�
ZKRVH�PLVVLRQ�HPEUDFHV�ERWK�XQGHUJUDGXDWH�WHDFKLQJ�DQG�UHVHDUFK��ZKLFK�W\SLFDOO\�
KDYH�D�PL[WXUH�RI�VRPH�VHOHFWLYH�FRXUVHV�DQG�RWKHUV�WKDW�DUH�OHVV�SRSXODU��ZRXOG�H[SDQG�
VWXGHQW�QXPEHUV��7KLUGO\��XQLYHUVLWLHV�DQG�FROOHJHV�WKDW�FRQFHQWUDWH�RQ�WHDFKLQJ�DQG�
SUHYLRXVO\�UHFUXLWHG�KHDYLO\�WKURXJK�FOHDULQJ�ZRXOG�ORVH�VRPH�RI�WKHLU�VWXGHQWV�WR�WKRVH�
LQVWLWXWLRQV�DEOH�WR�H[SDQG��DV�D�UHVXOW��WKH\�PLJKW�UHFUXLW�IHZHU�VWXGHQWV�RU�WDNH�WKRVH�
ZLWK�SRRUHU�TXDOL¿FDWLRQV����

7KLV�VFHQDULR�ZRXOG�KDYH�D�QXPEHU�RI�FRQVHTXHQFHV��7KH�¿UVW�JURXS�ZRXOG�EHFRPH�
PRUH�UHOLDQW�RQ�+()&(�UHVHDUFK�PRQH\��UHVHDUFK�FRXQFLOV��RU�(8�JUDQWV�IRU�IXQGLQJ�
DV�XQGHUJUDGXDWH�QXPEHUV�ZRXOG�QRW�JURZ��7KH�VHFRQG�JURXS�ZRXOG�VHH�UDSLG�
H[SDQVLRQ�RI�VWXGHQWV��PHDQLQJ�WKDW�LQYHVWPHQW�LQ�LQIUDVWUXFWXUH�ZRXOG�EH�QHHGHG�WR�
DFFRPPRGDWH�ODUJHU�QXPEHUV��7KHUH�ZRXOG�DOVR�EH�DQ�LQFUHDVH�LQ�WKH�UDWLR�RI�VWXGHQWV�
WR�WKH�QXPEHUV�RI�VWDII�RU�IXUWKHU�VTXHH]H�RQ�PDUJLQV�LQ�DQ�DWWHPSW�WR�PDLQWDLQ�WKH�
TXDOLW\�RI�VWXGHQW�H[SHULHQFH��7KH�WKLUG�JURXS�RI�XQLYHUVLWLHV�ZRXOG�H[SHULHQFH�SUHVVXUH�
WR�UHFUXLW��D�UHVXOW�RI�ORVLQJ�VRPH�PDUNHW�VKDUH�WR�WKH�VHFRQG�JURXS��7KLV�FRXOG�OHDG�WR�
¿QDQFLDO�GLI¿FXOW\�DQG�SRWHQWLDO�IDLOXUH��7R�DYRLG�WKLV��LQVWLWXWLRQV�PD\�UHFUXLW�VWXGHQWV�
ZKR�PD\�EH�XQGHU�TXDOL¿HG�RU��PRUH�LPSRUWDQWO\��PLJKW�EH�PRUH�VXLWHG�WR�IXUWKHU�
HGXFDWLRQ�RU�DQ�DSSUHQWLFHVKLS��7KH�SRWHQWLDO�IRU�UHGXFHG�TXDOLW\�DQG�KLJK�QRQ�
FRPSOHWLRQ�UDWHV�ZRXOG�EH�YHU\�UHDO��

7KHVH�FKDQJHV�SXW�SUHVVXUH�RQ�LQ�\HDU�UHVRXUFLQJ��3DUW�RI�WKH�DGGLWLRQDO�VWXGHQW�
SODFHV�ZLOO�EH�IXQGHG�WKURXJK�WXLWLRQ�IHHV��EXW�WKH�WHDFKLQJ�JUDQW�IURP�+()&(�ZLOO�
UHPDLQ�DW�WKH�VDPH�OHYHO��)RU���������WKH������ELOOLRQ�WHDFKLQJ�JUDQW�ZLOO�EH�VWUHWFKHG�
WR�LQFOXGH�WKH�DGGLWLRQDO��������VWXGHQW�SODFHV�DQQRXQFHG�LQ�WKH�$XWXPQ�6WDWHPHQW��
7KLV�DPRXQWV�WR�DQ�DSSUR[LPDWH�������FXW�DFURVV�WHDFKLQJ�EXGJHWV�47�/LIWLQJ�WKH�61&�
PHDQV�XQLYHUVLWLHV�ZLOO�QR�ORQJHU�RSHUDWH�WR�WLJKW�WDUJHWV�IRU�UHFUXLWPHQW��FUHDWLQJ�
XQFHUWDLQW\�DQG�YRODWLOLW\�DURXQG�UHFUXLWPHQW��7KLV�FKDQJHV�D�IRXQGDWLRQ�RI�WKH�KLJKHU�
HGXFDWLRQ�V\VWHP��'HPDQG�IRU�+(�SODFHV�RXWVWULSSLQJ�VXSSO\�KDV�EHHQ�DQ�LPSRUWDQW�
SDUW�RI�WKH�KLJKHU�HGXFDWLRQ�HQYLURQPHQW��,W�LV�SDUW�RI�WKH�UHDVRQ�ZK\�XQLYHUVLWLHV�UDUHO\�

45  S Curry (November 2013) ‘Black hole in BIS budget threatens students and scientists’ The Guardian available at: http://www.theguardian.com/
science/2013/nov/25/black-hole-bis-budget-threat-students-scientists

46  Hansard (January 2014) ‘Higher Education: Private Sector’ available at: http://www.publications.parliament.uk/pa/cm201314/cmhansrd/cm140123/
text/140123w0003.htm#140123w0003.htm_spnew2

47  J Grove, (March 2014) ‘Universities to get near 6 per cent cut to ‘most teaching budgets’’ Times Higher Education, available at: http://www.
timeshighereducation.co.uk/news/universities-to-get-near-6-per-cent-cut-to-most-teaching-budgets/2012060.article
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fail. As long as there is demand from students, the Government, through HEFCE, is 
OLNHO\�WR�LQWHUYHQH�LQ�WKH�HYHQW�RI�¿QDQFLDO�GLI¿FXOW\��6SDUH�FDSDFLW\�LQ�WKH�V\VWHP�PD\�
FKDQJH�WKLV��$FFRUGLQJ�WR�HYLGHQFH�ZH�UHFHLYHG��D�VKLIW�LQ�WKLV�EDODQFH�EHWZHHQ�VXSSO\�
DQG�GHPDQG�ZLOO�FKDQJH�WKH�RYHUDOO�FUHGLW�RXWORRN�RQ�WKH�+(�VHFWRU��DQG�DIIHFW�DQ�
LQVWLWXWLRQ¶V�DELOLW\�WR�WDNH�RXW�ORDQV�RU�LVVXH�ERQGV��,W�ZLOO�PHDQ�WKDW�LQIUDVWUXFWXUH�
SURMHFWV�ZLOO�EHFRPH�KDUGHU�WR�IXQG��GHSDUWPHQWV�ZLWKLQ�DQ�LQVWLWXWLRQ�FRXOG�EHFRPH�
XQGHUIXQGHG�DQG�WKDW�D�XQLYHUVLW\�WKDW�SURYLGHV�D�YDOXDEOH�FRQWULEXWLRQ�WR�VWXGHQWV�DQG�
WKH�ORFDO�FRPPXQLW\�FRXOG�IDLO�

Figure seven: University funding per full-time student in the UK: 1948-2009 (2006/07 constant prices)
Source: Department for BIS, Review of Student Support Arrangements in Other Countries
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7KH�&RPPLVVLRQ�DJUHHV�WKDW�WKH�H[SDQVLRQ�RI�VWXGHQW�QXPEHUV�ZRXOG�EH�EHQH¿FLDO��
:H�GR�QRW�EHOLHYH�WKDW�WKHUH�DUH�WRR�PDQ\�JUDGXDWHV��+RZHYHU��VXFK�D�ODFN�RI�FRQWURO�
RQ�SXEOLF�VSHQGLQJ�LV�ULVN\�IURP�PDQ\�SHUVSHFWLYHV�DQG�ZH�UHFHLYHG�HYLGHQFH�IURP�
VHYHUDO�ZLWQHVVHV�WKDW�VDLG�WKH\�H[SHFW�WKH�FDS�WR�EH�UHWXUQHG�ZLWKLQ�D�PDWWHU�RI�\HDUV��
DV�RFFXUUHG�LQ�WKH�HDUO\�����V��:KHQ�WKH�FDS�RQ�VWXGHQW�QXPEHUV�ZDV�OLIWHG�WKHQ��
ZLWKRXW�DGGLWLRQDO�IXQGLQJ�DGGHG�SHU�VWXGHQW��WKHUH�ZDV�D�GHFOLQH�LQ�WKH�VR�FDOOHG�XQLW�
RI�UHVRXUFH�48�7KH�JUDSK�RQ�SDJH����SURYLGHV�D�SLFWXUH�RI�FKDQJHV�WR�WKH�XQLW�RI�UHVRXUFH�
RYHU�VL[W\�\HDUV��7KH�&RPPLVVLRQ�GRHV�QRW�WKLQN�WKDW�D�VOLJKW�GHFOLQH�LQ�WKH�XQLW�RI�
UHVRXUFH�QHHG�EH�GHWULPHQWDO��VR�ORQJ�DV�LW�FDQ�EH�DFFRPSDQLHG�E\�HI¿FLHQFLHV�UDWKHU�
WKDQ�UHGXFHG�TXDOLW\��+RZHYHU��WKH�FKDUW�EHORZ�VKRZV�D�VLJQL¿FDQW�GURS�LQ�XQLW�RI�
UHVRXUFH�LQ�WKH�HDUO\�����V�ZKLFK�ZDV�FRQVLGHUHG�WR�HQGDQJHU�TXDOLW\��7KLV�UHVXOWHG�LQ�
WKH�FDS�RQ�VWXGHQW�QXPEHUV�EHLQJ�UHDSSOLHG�DQG�WKH�ODWHU�LQWURGXFWLRQ�RI�WXLWLRQ�IHHV�
  
:KLOVW�LW�LV�WR�EH�H[SHFWHG�WKDW�LQGLYLGXDO�XQLYHUVLWLHV�ZRXOG�H[SDQG�JLYHQ�WKH�
RSSRUWXQLW\��ZH�DUH�FRQFHUQHG�DERXW�WKH�FROOHFWLYH�LPSDFW�RI�H[SDQVLRQ��

D. Towards expansion
)RU�VWXGHQW�QXPEHUV�WR�H[SDQG�WKH�ULVNV�WR�VWXGHQWV��XQLYHUVLWLHV��DQG�JRYHUQPHQW�
GHVFULEHG�DERYH�QHHG�WR�EH�UHGXFHG��7KHUH�QHHGV�WR�EH�PRUH�ZRUN�WR�SUHGLFW�WKH�
QXPEHUV�RI�VWXGHQWV�WKDW�ZLOO�HQWHU��DQG�WKH�LPSDFW�WKLV�ZLOO�KDYH�RQ�WKH�VHFWRU��DQG�
JRYHUQPHQW�¿QDQFHV��7KH�ZD\�WKDW�JRYHUQPHQW�QRZ�SULPDULO\�IXQGV�KLJKHU�HGXFDWLRQ��
WKURXJK�WKH�VHUYLFLQJ�RI�VWXGHQW�GHEW��FUHDWHV�ORQJ�WHUP�SUREOHPV��ZKLFK�DUH�JUHDWO\�
H[DFHUEDWHG�E\�YRODWLOLW\�LQ�VWXGHQW�UHFUXLWPHQW��,I�WKH�FDS�RQ�WXLWLRQ�IHHV�ZHUH�OLIWHG�RU�
LQGH[HG�DORQJVLGH�WKH�XQFRQWUROOHG�H[SDQVLRQ�RI�VWXGHQW�QXPEHUV�WKLV�ZRXOG�DGG�KXJH�
VXPV�WR�WKH�DPRXQW�WKH�*RYHUQPHQW�ZULWHV�RII�IRU�JUDGXDWHV��DV�WKH�KLJKHU�WKH�IHH�WKH�
PRUH�JRYHUQPHQW�ZLOO�HQG�XS�ZULWLQJ�RII��&KDSWHU�7KUHH�ORRNV�DW�WKLV���$VVXUDQFHV�QHHG�
WR�EH�LQ�SODFH�WR�HQVXUH�WKDW�DQ�H[SDQVLRQ�ZRXOG�QRW�GLPLQLVK�WKH�VWXGHQW�H[SHULHQFH�RU�
WKH�XQLW�RI�UHVRXUFH�

8QLYHUVLWLHV�QHHG�WR�XQGHUVWDQG�WKH�SRWHQWLDO�LPSOLFDWLRQV�RI�VWXGHQW�QXPEHU�
H[SDQVLRQ�DQG�WKH�ULVNV�DQG�RSSRUWXQLWLHV�LW�FRXOG�SURYLGH�WR�WKH�¿QDQFLDO�VXVWDLQDELOLW\�
RI�WKHLU�LQVWLWXWLRQ��7KH�*RYHUQPHQW�VKRXOG�PRQLWRU�WKH�OLIW�RI�VWXGHQW�QXPEHU�FRQWUROV�
DQG�EH�UHDG\�WR�UHYHUVH�WKHP�LI�IXUWKHU�UHVHDUFK�DQG�H[SHULHQFH�VKRZV�WKH\�KDYH�KDG�D�
GDPDJLQJ�LPSDFW�RQ�VWXGHQWV��XQLYHUVLWLHV�RU�JRYHUQPHQW�¿QDQFHV�

Recommendation 3
7KH�*RYHUQPHQW�VKRXOG�PRQLWRU�LWV�SODQV�WR�OLIW�VWXGHQW�QXPEHU�FRQWUROV�DQG�EH�UHDG\�
WR�UHYHUVH�WKHP�LI�IXUWKHU�UHVHDUFK�DQG�H[SHULHQFH�VKRZV�WKH\�KDYH�KDG�D�GDPDJLQJ�
LPSDFW�RQ�VWXGHQWV��XQLYHUVLWLHV�RU�JRYHUQPHQW�¿QDQFHV�
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48  R Dearing, (1997) ‘The Dearing Report: Higher Education in the learning society’ available at: http://www.educationengland.org.uk/documents/
dearing1997/dearing1997.html
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2.1.3 International students 
In 2012/13 there were 347,555 students from outside the UK registered at English 

HEIs.49 Over the past half century numbers of non-EU international students 

[‘international students’ from here onwards] have been growing and the UK has 

increased its share from 10.8% in 2000 to 13% in 2011.50 International students made 

up about 18% of the UK student body in 2012/13.51

Figure eight: Trend in total international student enrolment in UK HE
Source: Department for BIS, The Wider Benefits of International Higher Education in the UK

This is a lucrative market for universities as international students’ fees are unregulated 

and therefore substantially higher than home students. In 2013/14, the average fee 

for classroom-based courses for international students was £11,987, almost a third 

more than for home students.52 Data from HESA shows that international students’ 

tuition fees amounted to £3.53 billion, which makes up about 30% of total tuition fee 

income for universities across the UK.53 There are also no restrictions on the numbers 

of international students. However, they are included within the overall immigration 

¿JXUHV��ZKLFK�KDYH�UHVWULFWLRQV�
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49  UKCISA, ‘International student statistics: UK higher education’ available at: http://www.ukcisa.org.uk/Info-for-universities-colleges--schools/Policy-
research--statistics/Research--statistics/International-students-in-UK-HE/#International-(non-UK)-students-in-UK-HE-in-2012-13

50  OECD, (September 2013) ‘Education at a Glance 2013: OECD Indicators’, OECD Publishing. pg. 308
51  UKCISA, ‘International student statistics: UK higher education’ available at: http://www.ukcisa.org.uk/Info-for-universities-colleges--schools/Policy-

research--statistics/Research--statistics/International-students-in-UK-HE/#International-(non-UK)-students-in-UK-HE-in-2012-13
52  D Matthews (21 August 2014),’ International and postgrad fee survey, 2014’, Times Higher Education available at: http://www.timeshighereducation.

co.uk/features/international-and-postgrad-fee-survey-2014/2015207.article
53 HESA (August 2014) ‘Finances Introduction 2012/13’. Available at: https://www.hesa.ac.uk/intros/financesintro1213 
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From 2011/12 to 2012/13 there was a 2% dip in international students (in the UK) 

from 435,230 to 425,265.
54

 The context around the decreased numbers is worrying and 

indicative of larger problems. 

Over half of international students come from India and China, where domestic 

institutions are quickly catching up in terms of quality and capacity. Times Higher 
Education world rankings show the rise of Asian universities – Singapore, China, 

Korea and Taiwan are all seeing impressive climbs.
55

 With such a high proportion of 

international students coming from just two countries any educational, political, or 

economic developments in these countries could quickly impact on the numbers of 

students travelling to the UK to buy higher education provision.

There is also competition from other nations for international students. Whilst the US 

and UK are the most popular destinations for HE other markets such as Australia are 

still growing, and more favourable immigration policies are being adopted in Canada, 

Norway, and Finland with the intent of attracting students.
56

 Across Europe, there has 

been a huge rise in institutions teaching Masters’ courses in English, a large attraction 

for international students.
57

 

Steep falls in recruitment have been seen from India and Pakistan, which fell 23% and 

17% respectively from 2011/12 to 2012/13.
58

 Whilst some have attributed this fall to anti-

immigration rhetoric, another cause was economic. The value of India’s rupee fell 17.4% 

against sterling from mid-May to 10 September 2013, suddenly pricing many Indian 

students out of UK HE.
59

 Examples of such economic wobbles are cause for concern when 

we see such high proportions of students coming from only a handful of countries. 

As one of our witnesses explained, international students tend to come in large 

groups from certain countries, and apply for certain courses at certain institutions. 

7KHUHIRUH��DQ\�VLJQL¿FDQW�GURSV�LQ�WKH�QXPEHU�RI�VWXGHQWV��VXFK�DV�WKDW�IURP�,QGLD��
will not have a uniform effect across the system. Some courses and institutions suffer 

disproportionately. 

BIS has been encouraging partnerships with universities internationally through their 

International Education Strategy
60�DQG�8.�0LQLVWHUV�KDYH�EHHQ�SURPRWLQJ�WKH�EHQH¿WV�

of UK HE in Asia and Latin America. However, whilst BIS is encouraging international 

DFWLYLW\��WKH�+RPH�2I¿FH�LV�WU\LQJ�WR�OLPLW�WKH�QXPEHU�RI�SHRSOH�FRPLQJ�WR�WKH�8.�RQ�
student visas. Students are included in the net migration target that has been capped 

at 100,000 migrants per year by 2015. Former HE Minister, David Willetts has argued 

that students should not be included in the target, as many students stay for the 

54  UKCISA, ‘International student statistics: UK higher education’ available at: http://www.ukcisa.org.uk/Info-for-universities-colleges--schools/Policy-
research--statistics/Research--statistics/International-students-in-UK-HE/#International-(non-UK)-students-in-UK-HE-in-2012-13 

55  P Baty, (October 2012) ‘Times Higher Education Rankings’ Times Higher Education available at: http://www.timeshighereducation.co.uk/world-
university-rankings/2012-13/world-ranking/analysis/asia-pacific-universities

56  OECD, (July 2013) ‘Education Indicators in Focus: How is international student mobility shaping up?’ available at: http://www.oecd.org/education/skills-
beyond-school/EDIF%202013--N%C2%B014%20(eng)-Final.pdf

57  M Brenn-White and E van Rest ,(March 2012) ‘English-Taught Master’s Programs in Europe: New Findings on Supply and Demand’  available at: 
file:///C:/Documents%20and%20Settings/jessica.bridgman/My%20Documents/Downloads/English-Language-Masters-Final.pdf

58 HESA, (January 2014) ‘Free Online Statistics - Students & qualifiers Table 6’ available at: https://www.hesa.ac.uk/stats 
59  D Matthews, (September 2013) ‘Indian students may be priced out of UK by falling rupee’ Times Higher education available at: http://www.

timeshighereducation.co.uk/news/indian-students-may-be-priced-out-of-uk-by-falling-rupee/2007238.article
60  HM Government , (July 2013) ‘International Education: Global Growth and Prosperity’ available at: https://www.gov.uk/government/publications/

international-education-strategy-global-growth-and-prosperity
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duration of their course then return home. These calls have been echoed by the Liberal 
Democrats and Labour Parties pledging to take students out of the immigration cap 
if they come into power.61 The Government has thus far refused to change how net 
migration is calculated. 

The feeling abroad that the UK is not promoting a welcome environment for 
international students is growing, with internal turmoil about EU membership, rise of 
anti-immigration political parties, and media frenzies over illegal student visas. This 
rhetoric is damaging our reputation internationally. One witness said this feeling was 
also extending to international staff at English universities.

The Commission recommends that international students are taken out of the 
immigration cap and allowed to work in the UK for two years after graduation. The 
public do not perceive international students as ‘immigrants’ and do not think that 
international student numbers should be reduced. Additionally, 75% of the public 
believe that international students should be allowed to stay and work in Britain 
after graduating.62

Recommendation 4
Universities need to plan for the potential volatility of the international student income 
stream and for the prospect that hitherto stable international markets may decline or 
change, possibly at short notice.

Recommendation 5
,QWHUQDWLRQDO�VWXGHQWV�VKRXOG�EH�WDNHQ�RXW�RI�WKH�QHW�PLJUDWLRQ�WDUJHW�¿JXUH�DQG�EH�
allowed to work in the UK for two years after graduation.

61  A Jarvis, (30 September 2014) ‘What chance of policy change on immigration?’ WonkHE available at: http://www.wonkhe.com/2014/09/30/what-
chance-of-policy-change-on-immigration/ 

62  UUK, (August 2014) ‘International students and the UK immigration debate’ available at: http://www.universitiesuk.ac.uk/highereducation/
Documents/2014/InternationalStudentsImmigrationDebate.pdf  
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2.2 Students

+HUH�ZH�ORRN�DW�WKH�VXVWDLQDELOLW\�RI�KLJKHU�HGXFDWLRQ�WKURXJK�WKH�OHQV�RI�WKRVH�ZKR�
XVH�LW��VWXGHQWV��:H�ORRN�DW�OHYHOV�RI�JUDGXDWH�FRQWULEXWLRQ�DQG�VWXGHQW�GHEW��DQG�FDOO�
RQ�WKH�*RYHUQPHQW�WR�LPSURYH�LWV�FROOHFWLRQ�RI�VWXGHQW�ORDQ�GHEW��:H�WKHQ�FKDOOHQJH�
WKH�QRWLRQ�RI�D�PDUNHW�LQ�KLJKHU�HGXFDWLRQ��DQG�WKH�LGHD�WKDW�VWXGHQWV�DUH�EHJLQQLQJ�
WR�EHKDYH�PRUH�OLNH�FRQVXPHUV��QHLWKHU�RI�WKHVH�FRQFHSWV�LV�SURYLQJ�KHOSIXO�DV�JXLGLQJ�
SULQFLSOHV�RI�KLJKHU�HGXFDWLRQ�UHIRUP�

2.2.1 Graduate contribution and loan repayment
7KH�OHYHO�RI�JUDGXDWH�FRQWULEXWLRQ�KDV�EHHQ�D�FHQWUDO�WKHPH�RI�WKLV�LQTXLU\��$OPRVW�DOO�
SDUWLFLSDQWV�DJUHHG�WKDW�D�PL[HG�HFRQRP\�DSSURDFK�LV�EHVW��DQG�WKDW�JUDGXDWHV�VKRXOG�
PDNH�D�FRQWULEXWLRQ�WR�WKHLU�VWXG\��7KH�ORQH�YRLFH�LQ�WKLV�GHEDWH�LV�WKH�186��ZKLFK�
UHFHQWO\�FKDQJHG�LWV�SROLF\�WR�DGYRFDWH�IRU�QR�WXLWLRQ�IHHV��7KLV�VHFWLRQ�GLVFXVVHV�WKH�
DPRXQW�RI�GHEW�DFFXPXODWHG�E\�VWXGHQWV�XQGHU�WKH�QHZ�V\VWHP��DQG�KRZ�¿QDQFLDOO\�
VXVWDLQDEOH�LW�LV�IRU�WKHP�WKURXJKRXW�WKHLU�ZRUNLQJ�OLYHV��

)LUVW��VWXGHQWV�GR�QRW�DSSHDU�WR�FRPSUHKHQG�WKH�QDWXUH�RI�WKHLU�ORDQV��WKH�DPRXQW�WKH\�
ZLOO�SD\�EDFN��QRU�WKH�V\VWHP�LQWR�ZKLFK�WKH\�DUH�HQWHULQJ��:H�EHOLHYH�WKDW�D�KHDOWK\�
DQG�VXVWDLQDEOH�+(�V\VWHP�LV�RQH�ZKHUH�LWV�IXQGLQJ�PHFKDQLVPV�DUH�WUDQVSDUHQW��
ZHOO�XQGHUVWRRG�DQG�WUXVWHG��8QIRUWXQDWHO\��WKHUH�LV�D�VLJQL¿FDQW�LQIRUPDWLRQ�EDUULHU�
LQ�WKH�(QJOLVK�+(�V\VWHP��,Q�RXU�IRFXV�JURXSV��DOO�VWXGHQWV�XQGHUVWRRG�WKDW�D�FKDQJH�LQ�
IHH�OHYHO�KDG�WDNHQ�SODFH�±�µ,�DP�WKH�¿UVW�\HDU�WR�SD\�������¶��µI feel lucky because I’m 
VWLOO�RQO\�SD\LQJ�������¶�±�EXW�IHZ�KDG�WUXO\�JUDSSOHG�ZLWK�WKH�QDWXUH�RI�WKHLU�¿QDQFLDO�
XQGHUWDNLQJ�LQ�WHUPV�RI�UHSD\PHQW�RU�WRWDO�ORDQ�DPRXQW��&UXFLDOO\��WKH\�GLG�QRW�JUDVS�
WKDW�WKH������UHIRUPV�ZHUH�GLIIHUHQW�IURP�WKRVH�LPSOHPHQWHG�LQ�������ZKHQ�IHHV�ZHUH�
LQFUHDVHG�WR����������WKH������UHIRUPV�SURYLGHG�DGGLWLRQDO�IXQGLQJ��ZKHUHDV�LQ������
WKH�LQFUHDVH�WR��������UHSODFHG�JRYHUQPHQW�IXQGLQJ��7KH\�DOVR�GLG�QRW�XQGHUVWDQG�
KRZ�D�5$%�FKDUJH�ZDV�D�IRUP�RI�JRYHUQPHQW�FRQWULEXWLRQ�WR�WKHLU�VWXG\��

:KLOVW�WKHVH�ORDQV�DUH�QRW�OLNH�EDQN�ORDQV�LQ�PDQ\�LPSRUWDQW�ZD\V�±�JUDGXDWHV�GR�
QRW�SD\�LI�WKH\�FDQQRW�DIIRUG�WR��WKH�ORDQ�LV�ZULWWHQ�RII�DIWHU����\HDUV��FROOHFWLYH�QRQ�
UHSD\PHQW�LV�EXLOW�LQ�WR�WKH�V\VWHP�±�WKH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ�LV�FRQFHUQHG�
ZLWK�WKH�WRWDO�OHYHOV�RI�GHEW�JUDGXDWHV�ZLOO�DFFXPXODWH��$FFRUGLQJ�WR�WKH�,)6��VWXGHQWV�
ZLOO�JUDGXDWH�ZLWK�DQ�DYHUDJH�RI���������GHEW��FRPSDUHG�WR���������RI�GHEW�LI�WKH�
UHIRUPV�KDG�QRW�EHHQ�LQWURGXFHG��WKLV�LQFOXGHV�ERWK�WXLWLRQ�DQG�PDLQWHQDQFH�UHODWHG�
SXEOLFO\�VXSSRUWHG�GHEW��DV�VKRZQ�LQ�WKH�FKDUW�RQ�SDJH������

7KLV�PHDQV�WKDW�JUDGXDWHV�IURP�(QJOLVK�XQLYHUVLWLHV�KDYH�VRPH�RI�WKH�KLJKHVW�OHYHOV�
RI�KLJKHU�HGXFDWLRQ�GHEW�LQWHUQDWLRQDOO\��7KH�86$�LV�XVXDOO\�WKRXJKW�WR�KDYH�WKH�
KLJKHVW�OHYHOV�RI�VWXGHQW�WXLWLRQ�GHEW��KRZHYHU�WKH�DYHUDJH�WXLWLRQ�GHEW�RI�DQ�$PHULFDQ�
JUDGXDWH�RI�D�IRXU�\HDU�GHJUHH�DW�D�SXEOLF�XQLYHUVLW\�LQ������LV����������������������
2QO\�DERXW����RI�$PHULFDQV�JUDGXDWH�ZLWK�GHEW�RYHU�����������������������63
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Figure nine: Average real student debt at graduation under old and new systems (in 2014 prices)
Source: IFS, Payback time? Student debt and loan repayments: what will the 2012 reforms mean for graduates?

7KH�QRQ�UHSD\PHQW�RI�ORDQV�LV�EXLOW�LQ�WR�WKH�V\VWHP�DV�WKH�*RYHUQPHQW¶V�FRQWULEXWLRQ�
WR�XQGHUJUDGXDWH�IXQGLQJ��VHH�VHFWLRQ�������RQ�WKH�5$%�FKDUJH���1RQ�UHSD\PHQW�RI�
GHEW�LV�QRW�WKH�H[FHSWLRQ�LQ�WKLV�V\VWHP��LW�LV�WKH�QRUP��7KH�,)6�KDYH�VKRZQ�WKDW�WKH�
PHGLDQ�JUDGXDWH��DFFRUGLQJ�WR�WKHVH�PRGHOV��ZRXOG�QRW�SD\�EDFN�DOO�WKHLU�GHEW�

   “5HDO�GHEW�ZRXOG�IDOO�YHU\�VORZO\��IURP���������DW�DJH����WR���������DW�DJH�
������������DW�DJH����DQG���������DW�DJH�����DW�DJH�����WKH�UHPDLQLQJ�GHEW�RI�
��������ZRXOG�EH�ZULWWHQ�R̆��%\�FRQWUDVW��XQGHU�WKH�ROG�V\VWHP��DQ�LQGLYLGXDO�
ZLWK�WKLV�SUR¿OH�ZRXOG�KDYH�UHSDLG�WKHLU�GHEW�E\�DJH�����DW�ZKLFK�SRLQW�WKH\�
ZRXOG�VWLOO�KDYH���������RI�GHEW�RXWVWDQGLQJ�XQGHU�WKH�QHZ�V\VWHP��”64
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63  L Nelson, (25 June 2014) ‘9 things people get wrong about student debt’ Vox News available at http://www.vox.com/2014/6/25/5839324/student-
debt-isnt-just-one-thing 

64  C Crawford and W Jin, (April 2014) ‘Payback time? Student debt and loan repayments: what will the 2012 reforms mean for graduates?’ Institute for 
Fiscal Studies pg. 30 available at: http://www.ifs.org.uk/publications/7165 



38

Figure ten: Real outstanding debt at ages 30 and 40 across distribution of graduate lifetime earnings (in 2014 prices)
Source: IFS, Payback time? Student debt and loan repayments: what will the 2012 reforms mean for graduates?

'DWD�YDULHV��EXW�WKH�,)6�HVWLPDWHV�WKDW�����RI�JUDGXDWHV�ZLOO�QRW�UHSD\�WKHLU�GHEW�LQ�
IXOO��FRPSDUHG�WR�MXVW�����LQ�WKH�ROG�V\VWHP��WKH�DYHUDJH�ZULWH�RIIV�DUH���������IRU�WKH�
QHZ�V\VWHP��ZKHUHDV�WKH\�ZHUH���������IRU�WKH�ROG����+RZHYHU��ZKHQ�VWXGHQWV�VWDUW�
XQLYHUVLW\�WKH\�GR�QRW�NQRZ�ZKDW�WKHLU�IXWXUH�HDUQLQJV�ZLOO�EH��DQG�WKHUHIRUH�GR�QRW�
NQRZ�LI�WKH\�ZLOO�EHQH¿W�IURP�WKH�VXEVLG\�

'HVSLWH�WKH�IDFW�WKDW�JRYHUQPHQW�IRUJLYHV�RXWVWDQGLQJ�GHEW�DIWHU����\HDUV�RI�ORDQ�
UHSD\PHQW��DQG�WKH�JHQHURXV�WHUPV�IRU�ORZ�HDUQHUV��WKH�&RPPLVVLRQ�UHPDLQV�
XQFRPIRUWDEOH�ZLWK�WKH�LPSOLFDWLRQV�RI�VXFK�KLJK�OHYHOV�RI�JUDGXDWH�GHEW�DW�D�WLPH�RI�
VWDJQDWLQJ�ZDJHV�DQG�ULVLQJ�KRXVH�SULFHV��7KH�&RPPLVVLRQ�LV�SDUWLFXODUO\�FRQFHUQHG�
ZLWK�ZKDW�KDYH�EHHQ�WHUPHG�µPLGGOH�HDUQHUV¶��WKRVH�ZKR�HDUQ�MXVW�DERYH���������S�D�
ZKHQ�ORDQ�LQWHUHVW�UHDFKHV�LWV�KLJKHVW�UDWH�DQG�WKH�WRS�UDWH�RI�WD[�NLFNV�LQ��7KLV�LV�PXFK�
KLJKHU�WKDQ�WKH�DYHUDJH�8.�VDODU\��DSSUR[LPDWHO\��������66���KRZHYHU��LW�LV�D�FRPPRQ�
VDODU\�OHYHO�IRU�PDQ\�SXEOLF�VHUYLFH�ZRUNHUV�DQG�SXEOLFO\�VHUYLQJ�SURIHVVLRQDOV�DW�
VXFFHVVIXO�SRLQWV�LQ�WKHLU�FDUHHU��PLGGOH�HDUQLQJ�WHDFKHUV��VWDII�LQ�WKH�DOOLHG�KHDOWK�
SURIHVVLRQV��DQG�DFFRXQWDQWV��7KH�6XWWRQ�7UXVW�DQG�WKH�,)6�KDYH�VKRZQ�WKH�LPSDFW�

65 Ibid., 29.
66 BBC News , (2 November 2012) Average earnings rise by 1.4% to £26,500, says ONS, available at: http://www.bbc.co.uk/news/business-20442666
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of student debt on these middle earners – many will not pay back their loans, and the 
OHYHO�RI�UHSD\PHQW�DV�D�SHUFHQWDJH�RI�QHW�PRQWKO\�LQFRPH�LV�VLJQL¿FDQW��

Further to that, the Commission would fundamentally question any system that charges 
DQ�DPRXQW�IRU�KLJKHU�HGXFDWLRQ�WKDW�WKH�DYHUDJH�JUDGXDWH�ZLOO�QRW�EH�DEOH�WR�SD\�EDFN��

The notion that a middle-earning teacher, health professional, or manager will not be 
able to pay back their loan over the course of a 30 year repayment period, and once 
reaching a very successful salary level, raises big questions about the amount graduates 
DUH�EHLQJ�DVNHG�WR�SD\��,W�LV�QRW�D�VPDOO�SHUFHQWDJH�RI�JUDGXDWHV�LQ�WKLV�FDWHJRU\��LQ�
����������RI�JUDGXDWHV�ZRUNHG�LQ�SXEOLF�DGPLQLVWUDWLRQ��HGXFDWLRQ�DQG�KHDOWK�67 These 
DUH�RIWHQ�PRUH�UHJXODWHG�ODERXU�PDUNHWV��UHTXLULQJ�D�KLJKHU�HGXFDWLRQ�TXDOL¿FDWLRQ�IRU�
entry: if you want to be a teacher, you have no choice but to embark on an onerous 30-
\HDU�UHSD\PHQW�MRXUQH\��7KH�,)6�KDV�VLPXODWHG�WKH�DQQXDO�UHSD\PHQWV�RI�DQ�DYHUDJH�
WHDFKHU�DQG�DQ�DYHUDJH�ODZ\HU��VHH�EHORZ��RYHU�WKHLU�ZRUNLQJ�OLYHV�

Figure eleven: Annual real repayments (in 2014 prices): average teacher vs average lawyer
Source: IFS, Payback time? Student debt and loan repayments: what will the 2012 reforms mean for graduates?

67  Office for National Statistics, (19 November 2013) ‘Full Report - Graduates in the UK Labour Market 2013’ available at: http://www.ons.gov.uk/ons/
dcp171776_337841.pdf
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7KH�IROORZLQJ�JUDSK�VKRZV�MXVW�KRZ�SURORQJHG�WKH�KLJK�OHYHOV�RI�UHSD\PHQW�DUH�
ZLWK�WKH�QHZ�V\VWHP��VWUHWFKLQJ�IURP�WKH�DJHV�RI����WR����IRU�WKH�PHDQ�DQG�PHGLDQ�
JUDGXDWHV��,W�LV�QRW�\HW�NQRZQ�KRZ�WKHVH�SHULRGV�RI�KLJK�GHEW�UHSD\PHQW�ZLOO�LPSDFW�
RQ�JUDGXDWHV¶�OLIH�GHFLVLRQV��7KH�)LQDQFLDO�&RQGXFW�$XWKRULW\�UHFHQWO\�FKDQJHG�LWV�
UXOHV�IRU�PRUWJDJH�DSSOLFDWLRQV��PHDQLQJ�WKDW�VXFK�PRQWKO\�RXWJRLQJV�DV�VWXGHQW�ORDQ�
UHSD\PHQW��J\P�PHPEHUVKLS��DQG�WKH�DPRXQW�VSHQW�RQ�VRFLDOLVLQJ�ZLOO�FRPH�LQWR�SOD\�
ZKHQ�DVVHVVLQJ�DQ�DSSOLFDQW¶V�HOLJLELOLW\�IRU�D�PRUWJDJH��:H�DUH�GHHSO\�FRQFHUQHG�WKDW�
WKH�*RYHUQPHQW�PD\�KDYH�FUHDWHG�D�ORDQ�UHSD\PHQW�V\VWHP�ZKHUH��IRU�H[DPSOH��D�
WHDFKHU�LV�XQDEOH�WR�VHFXUH�D�PRUWJDJH�DW�DJH����EHFDXVH�RI�WKH�KLJK�OHYHO�RI�PRQWKO\�
ORDQ�UHSD\PHQW�

Figure twelve: Average real annual repayment over the life cycle (in 2014 prices): all graduates
Source: IFS, Payback time? Student debt and loan repayments: what will the 2012 reforms mean for graduates?
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Beyond the impact of debt on graduates’ lives, the Commission shares the concerns of 

the British Academy68 and others that high levels of debt will dissuade graduates from 

continuing to further study at postgraduate level, particularly when funding provision 

for postgraduates is so woeful, and often involves taking out a commercial loan. 

The HE Commission predicts that numbers of UK students taking postgraduate 

courses will decline, just at a time when we are in desperate need of postgraduate level 

skills. As we discuss in section 2.1.1, the decline in part-time students is due to fee levels 

DV�ZHOO�DV�WKH�UHFHVVLRQ�DQG�DXVWHULW\�WKDW�KDV�IROORZHG��,W�LV�GLI¿FXOW��KRZHYHU��WR�LVRODWH�
which factor has had the main effect on part-time students’ motivations. 

One concern raised by students in our focus groups was the impact of the fee system on 

underrepresented groups at undergraduate level, and the perceived barriers to entering 

university. On this evidence it would seem that the welcome news that the numbers of 

VWXGHQWV�IURP�XQGHUUHSUHVHQWHG�JURXSV�KDV�UHPDLQHG�EXR\DQW��KDV�QRW�¿OWHUHG�GRZQ�
into the whole student community.

2.2.2 Student loan collection
A crucial part of any loan system is the repayment and collection of debt. The student 

loan book is set to grow to nine times its present size over the next 30 years, from £46 

ELOOLRQ�WR������ELOOLRQ��7KH�TXHVWLRQ�RI�FROOHFWLRQ�ZLOO�WKXV�EH�IDU�PRUH�VLJQL¿FDQW�WR�WKH�
SXEOLF�¿QDQFHV�LQ�IXWXUH�WKDQ�LW�KDV�EHHQ�XS�WR�QRZ�

BIS, in partnership with the Student Loans Company (SLC) and HMRC, administers 

and collects graduate loan repayments through the PAYE tax system. This is generally 

SHUFHLYHG�WR�EH�DQ�HI¿FLHQW�PHWKRG�IRU�ORDQ�FROOHFWLRQ��DV�LW�GRHV�QRW�UHTXLUH�JUDGXDWHV�WR�
take action to make repayments, but collects what is owed automatically. In 2012/13 82% 

of graduate loan repayments were collected this way and 18% were collected directly by 

the SLC (for those not in the UK tax system and on old mortgage style loans).69

The collection of student loans was criticised by the BIS Select Committee, which found 

LW�WR�EH�LQHI¿FLHQW�DQG�QRWHG�WKDW�%,6�FRQVLVWHQWO\�RYHU�IRUHFDVW�WKH�DPRXQW�LW�H[SHFWHG�
to reclaim by about 8%.70
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68 British Academy, available at: http://www.britac.ac.uk/policy/research_and_he_policy.cfm
69  House of Commons Business, Innovation and Skills Committee ,(July 2014)’ Student Loans Third Report of Session 2014-15’  pg. 7 available at: http://

www.publications.parliament.uk/pa/cm201415/cmselect/cmbis/558/558.pdf
70 Ibid., 10.
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Figure thirteen: Comparison of model forecast to actual repayments
Source: NAO, Student loan repayments
1.  Data excludes voluntary early repayments, which are more volatile and difficult to forecast, and only includes repayment 

based on earnings.
2.  Acutal repayments are taken from published SLC data from 2012 and 2013. Actual data for 2012-13 is not yet available, 

as HMRC confirmation takes place later due to processes in the tax systems.
3.  Forecasts were made by BIS using the HERO model developed by Deloitte in 2011, excluding 2009-10 which was 

produced using the Student Loan Repayment model.

:H�EHOLHYH�WKDW�%,6�QHHGV�WR�ZRUN�FORVHU�ZLWK�+05&�DQG�WKH�6/&��VKDULQJ�GDWD�ZKHUH�
SRVVLEOH�WR�DLG�WKH�FROOHFWLRQ�RI�JUDGXDWH�GHEW��7KHUH�LV�FOHDUO\�D�GLVFRQQHFW�LQ�WKH�
V\VWHP��WKH�6/&�UHSRUWHG�WR�KDYH�PHW�WDUJHWV�IRU�FROOHFWLRQV��ZKHUHDV�WKH�1$2�IRXQG�
VRPH�HYLGHQFH�WR�WKH�FRQWUDU\��

7KH�&RPPLVVLRQ�LV�FRQFHUQHG�DERXW�WKH�OHYHOV�RI�QRQ�UHSD\PHQW�E\�VWXGHQWV�ZKR�
PRYH�RYHUVHDV�DIWHU�JUDGXDWLRQ��DQG�VXEVHTXHQWO\�IDOO�RXW�RI�WKH�UHSD\PHQW�V\VWHP��
7KHVH�VWXGHQWV�RQO\�UHSUHVHQW�DERXW����RI�WRWDO�ERUURZHUV��EXW�WKHLU�ORDQV�DUH�DOUHDG\�
ZRUWK�DERXW������PLOOLRQ�71�0XFK�RI�WKLV�LV�DOVR�LQ�DUUHDUV��$V�WKH�ZRUOG�EHFRPHV�PRUH�
JOREDOLVHG��DQG�PRUH�JUDGXDWHV�ZRUN�DEURDG�WKLV�ZLOO�FHUWDLQO\�LQFUHDVH��,W�LV�OLNHO\�
WKDW�PRUH�FRXOG�EH�GRQH�DW�WKH�(8�OHYHO�WR�KHOS�ZLWK�ORDQ�UHSD\PHQW��DQG�WKLV�DYHQXH�
VKRXOG�EH�H[SORUHG��

7KH�6/&�KDV�OLPLWHG�SRZHU�RU�UHVRXUFH�WR�WUDFN�GRZQ�WKLV�GHEW��$V�WKH�QHZ�FRKRUW�RI�
�������IHH�JUDGXDWHV�JUDGXDWH�DQG�PRYH�DZD\�VWDUWLQJ�QH[W�\HDU��WKLV�OHYHO�RI�QRQ�
UHSD\PHQW�ZLOO�KDYH�D�IDU�JUHDWHU�LPSDFW��%,6�PXVW�ZRUN�ZLWK�WKH�6/&�WR�GHYHORS�D�
VWUDWHJ\�IRU�GHEW�FROOHFWLRQ�IRU�JUDGXDWHV�ZKR�PRYH�DEURDG��
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There are a number of options. The Treasury should provide additional funding for 
the SLC to pilot improvements in debt collection. This pilot could allow for more 
investment in tracking of graduates, or more private debt collectors across the world. 
The method that proves most successful should be scaled up as soon as possible to be 
active by the time the 2012 cohort start to repay their loans in 2016. 

An improved system of recovery of debts is essential for the sustainability of UK 
+(�DV�LW�LV�IRU�SXEOLF�¿QDQFHV��)RU�WKLV�UHDVRQ��XQLYHUVLWLHV�VKRXOG�EH�SODFHG�XQGHU�
an obligation to provide all reasonable assistance to the SLC in its efforts to trace 
graduates who have left the country and who are not repaying what they owe.

Recommendation 6
The Department for Business, Innovation and Skills should work with the SLC to 
develop a strategy for debt collection for graduates who move abroad. 

Recommendation 7
The Treasury should provide additional funding for the SLC to pilot improvements in 
debt collection in time for effective measures be introduced in 2016.

Recommendation 8
Universities should be placed under an obligation to help the SLC trace graduates who 
are not paying off their student loans.

2.2.3 Students in a market
The 2011 White Paper and reforms that followed were intended and expected to lead to 
a more ‘marketised’ system of higher education. However, this idea of higher education 
being suited for market-like mechanisms was disputed by some witnesses and many of 
the students we met. 

There are elements of the HE system that, theoretically, lend themselves well to aspects 
of market forces:

  •  Students have a choice, and developments like the Key Information Sets (KIS), 
the multiplicity of league tables and social media, mean there is much more 
information at their disposal when it comes to making that choice; 

  • Institutions currently compete for the best students;
  •  Liberalised student numbers allow successful institutions to expand; 
  •  Changes to the entry requirements for institutions wishing to become 

universities encourage alternative providers to enter the market. 

Too Good to Fail: The financial sustainability of higher education in England
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$FFRUGLQJ�WR�WKH�WKHRU\��WKLV�VKRXOG�OHDG�WR�JUHDWHU�FRPSHWLWLRQ�DQG�KLJKHU�TXDOLW\��
ZKLOVW�SULFHV�DUH�GULYHQ�GRZQ��DQG�DV�D�UHVXOW�ZH�JHW�EHWWHU�JUDGXDWHV�IRU��LGHDOO\�� 
OHVV�PRQH\�

7KLV�KDV�QRW�KDSSHQHG��DQG�PDQ\�UHIHU�WR�ZKDW�ZH�KDYH�DV�D�µSVHXGR�PDUNHW¶��

2QH�UHDVRQ�IRU�WKLV�LV�WKH�W\SH�RI�PRQH\�WKDW�LV�H[FKDQJHG�LQ�WKH�V\VWHP��7XLWLRQ�IHHV�
EHDU�OLWWOH�UHVHPEODQFH�WR�ZKDW�VWXGHQWV�DFWXDOO\�UHSD\��7KH�LQFRPH�FRQWLQJHQW�QDWXUH�
RI�WKH�ORDQ�FUHDWHV�D�µEX\�QRZ�SD\�ODWHU¶�PHQWDOLW\��6WXGHQWV�DUH�QRW�REOLJDWHG�WR�SD\�
EDFN�ORDQV�LI�WKH\�GR�QRW�HDUQ�HQRXJK�WR�UHDFK�WKH�WKUHVKROG��DQG�ZLOO�KDYH�WKH�ORDQ�
ZLSHG�RXW�DIWHU����\HDUV�LI�WKH\�KDYH�QRW�HDUQHG�HQRXJK�WR�UHSD\�LW��7KLV�PHDQV�WKHUH�LV�
OLWWOH�SULFH�VHQVLWLYLW\�LQ�WKH�V\VWHP��8VLQJ�D�VLPSOH�RQOLQH�VWXGHQW�UHSD\PHQW�FDOFXODWRU��
ZH�FDQ�VHH�WKDW�D�IXOO�WLPH�XQGHUJUDGXDWH�VWXGHQW�VWDUWLQJ�D�WKUHH�\HDU�FRXUVH�ZKR�WDNHV�
RXW��������WXLWLRQ�ORDQV�DQG��������PDLQWHQDQFH�ORDQV�HDFK�\HDU��ZLOO�SD\���������
RYHU�WKHLU�OLIHWLPH�LI�WKHLU�VWDUWLQJ�VDODU\�LV�H[SHFWHG�WR�EH����������WKLV�LQFOXGHV�WKH�
LQWHUHVW�SD\PHQWV���,I�ZH�NHHS�DOO�WKH�YDULDEOHV�WKH�VDPH�DQG�FKDQJH�WKH�WXLWLRQ�IHH�
WR��������WKH�WRWDO�UHSD\PHQW�LV����������7KHVH�DUH�RI�FRXUVH�URXJK�HVWLPDWHV��EXW�
WKH�������LQFUHDVH�LQ�IHHV�IURP��������WR��������IHHV�LV�QRW�UHÀHFWHG�LQ�WKH�OLIHWLPH�
UHSD\PHQW�GLIIHUHQWLDO�ZKLFK�LV�RQO\������72

7KH�LQFRPH�FRQWLQJHQW�ORDQ�DQG�JUDGXDWH�UHSD\PHQW�V\VWHP�PHDQ�WKDW�WKHUH�LV�YHU\�
OLWWOH�VHQVLWLYLW\�LQ�WKH�WXLWLRQ�IHH�PDUNHW��7KLV�FUHDWHV�DQ�LQFHQWLYH�IRU�XQLYHUVLWLHV�
WR�FKDUJH�KLJKHU�IHHV��WKH\�UHFHLYH�ZKDWHYHU�IHH�WKH\�FKDUJH��DQG�IRU�WKHLU�JUDGXDWHV�
WKH�WRWDO�UHSD\PHQW�ZLOO�QRW�GLIIHU�LQ�OLQH�ZLWK�WKH�IHH��6WXGHQWV�ZH�VSRNH�WR�LQ�RXU�
IRFXV�JURXSV�VDLG�WKH\�IHOW�YHU\�GHWDFKHG�IURP�WKH�PRQH\�WKH\�VSHQG�RQ�WXLWLRQ��7KH�
PHFKDQLFV�RI�WKH�V\VWHP�GR�QRW�DOORZ�WKH�VWXGHQWV�WR�VHH�WKH�PRQH\��LW�QHYHU�ODQGV�LQ�
WKHLU�EDQN�DFFRXQWV��6WXGHQWV�KDG�QHYHU�VHHQ��������EHIRUH��LQGHHG��RQH�FRPPHQWHG�
³,I�,�KDG��������LQ�P\�KDQG�ULJKW�QRZ��,�GRQ¶W�WKLQN�,�ZRXOG�VSHQG�LW�RQ�KLJKHU�
education.´�7KLV�FRPPHQW�ZDV�UHÀHFWHG�LQ�RWKHU�IRFXV�JURXSV��7KH�µEX\�QRZ�SD\�ODWHU¶�
QDWXUH�RI�WKH�PRQH\�GLOXWHV�WKH�HIIHFW�RI�WKH�PDUNHW�PHFKDQLVP��

$Q�µ+(�PDUNHW¶�UHOLHV�KHDYLO\�RQ�VWXGHQWV�DFWLQJ�DV�LQIRUPHG�UDWLRQDO�FRQVXPHUV�
SXUFKDVLQJ�D�FRPPRGLW\��+RZHYHU��HGXFDWLRQ�LV�XQOLNH�PDQ\�RWKHU�FRPPRGLWLHV��LW�LV�
XVXDOO\�D�RQH�WLPH�SXUFKDVH��WKHUH�LV�QR�UHIXQG�FODXVH��WKH�FRQVXPHU�SOD\V�D�FULWLFDO�UROH�
LQ�WKH�VXFFHVV�RI�WKH�SXUFKDVH��DQG�WKH�EHQH¿WV�RI�WKH�SXUFKDVH�ZLOO�QRW�EH�LPPHGLDWHO\�
UHDOLVHG��7KHUH�DUH�QR�SURWHFWLRQ�ODZV�LQ�SODFH�FRYHULQJ�WKH�SXUFKDVH�RI�KLJKHU�
HGXFDWLRQ��FRPSDUDEOH�WR�WKRVH�WKDW�JRYHUQ�PDMRU�SXUFKDVHV�OLNH�FDUV�RU�KROLGD\V��
%\�IUDPLQJ�+(�DV�D�FRPPRGLW\��LW�LV�EHLQJ�YLHZHG�DV�DQ�LQYHVWPHQW��PDNLQJ�WKH�
YDOXH�FRPH�IURP�WKH�UHWXUQ�RQ�LQYHVWPHQW��7KLV�QHJOHFWV�WKH�ZLGHU�EHQH¿WV�RI�KLJKHU�
HGXFDWLRQ�ZH�VSRNH�DERXW�LQ�WKH�¿UVW�FKDSWHU��,W�DOVR�LJQRUHV�WKH�EURDGHU�JRDOV�RI�KLJKHU�
HGXFDWLRQ�VXFK�DV�WKH�GHYHORSPHQW�RI�FXOWXUDO�OLIH�DQG�UDLVLQJ�WKH�EUDLQSRZHU�DQG�VNLOOV�
RI�D�SRSXODWLRQ�JHQHUDOO\�73
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72  Complete University Guide, Student Loan Calculator, available at: http://www.thecompleteuniversityguide.co.uk/student-loan-repayment-calculator
73 A McGettigan, (2013) ‘The Great University Gamble’ Pluto Press, pg. 65.
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Related to this is the so-called Veblen effect, whereby the value of a product is, to some 
extent, determined by its price – the more expensive a product, the more valuable 
it is perceived to be. Higher education is such a product, and degrees from ‘cheap 
universities’ are not thought to have the same quality or value as those from a more 
expensive one, leading students to be willing to pay high fees. This turns normal market 
theory on its head.

Another element necessary for a HE market to operate is consumer information and 
the ability to make better choices through this information. Indeed former Universities 
Minister David Willetts MP said, “Improving information for prospective students is 
a priority for the Government, and is a key part of our plans for higher education. 
We want empowered students to make their study choices based on better, more 
transparent information.”74 This has been implemented by means of better data on 
universities and the KIS returns from universities, allowing students to compare data. 
However, when speaking to students, the perceived lack of choice was apparent. Not 
only did they feel that going to university was not a choice (going to university was the 
‘default’), but many felt restricted by the courses on offer, which universities were the 
EHVW�LQ�WKHLU�¿HOGV��DQG�WKH�SULFH�RI�WXLWLRQ�75

The key source of information for students – careers advice – was devolved from local 
authorities to schools in 2012. Ofsted inspections following this move found that three 
quarters of schools visited were not properly providing independent information, 
advice and guidance (IAG) to students.76 This has left a large proportion of students 
relying on parents and family for information about careers and potential pathways to 
employment. 

This is particularly worrying for those who: may not be suited to university; are not sure 
if they want to go to university; or, might decide to go to university as it appears to be 
the only option.

Recommendation 9
Schools and colleges need to make professional and independent careers advice 
available to their students, exploring the full range of pathways into further study and 
employment.

Recommendation 10
The Government should not place too much reliance on market mechanisms given the 
absence of an informed consumer market.  
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74  UUK, (16 July 2011) ‘Universities to provide key information for students’ available at:  http://www.universitiesuk.ac.uk/highereducation/Pages/
KeyInformationForStudents.aspx#.VC7aumddWxo

75  Price of tuition was noted by students as something which they felt they didn’t have enough choice on. However, we are aware that we have also argued 
that there is little price sensitivity in tuition fees as a result of the income contingent repayment. These came up in our evidence and our focus groups and 
represent some of the contradiction we heard when speaking to student

76  Ofsted, (September 2013) ‘Going in the right direction?’ available at: http://www.ofsted.gov.uk/sites/default/files/documents/surveys-and-good-
practice/g/Going%20in%20the%20right%20direction.pdf 
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2.3 Institutions

In this section, we look at the institutions providing higher education and how they 
spend the money they receive. We highlight the need to increase and maintain diversity 
LQ�WKH�V\VWHP��DORQJVLGH�HQVXULQJ�WKDW�XQLYHUVLWLHV�EHKDYH�LQ�ZD\V�WKDW�DUH�HI¿FLHQW�DQG�
sustainable.

2.3.1 Diversity
,Q�FKDSWHU�RQH��ZH�VSRNH�RI�RXU�VXSSRUW�IRU�D�GLYHUVH�VHFWRU��DQG�WKH�EHQH¿WV�RI�GLYHUVLW\�
WR�PDLQWDLQLQJ�¿QDQFLDO�VXVWDLQDELOLW\��

Alternative providers and others were often quick to claim the system was not as diverse 
as the political rhetoric made out. Barriers to entry in the system include: students can 
only access a maximum of £6,000 tuition loan per year; restrictions on the designation 
of courses; and application of student number controls from 2014/15. These all make 
LW�YHU\�GLI¿FXOW�WR�RIIHU�QHZ�DQG�LQQRYDWLYH�SURYLVLRQ��7KH�RQO\�ZD\�WR�QDYLJDWH�WKHVH�
barriers (according to witnesses) is to emulate what is already happening in the 
traditional system.

One provider described the barriers to their institution through the following analogy:

   “The equivalent of entering this system is like Google going to Apple and 
saying ‘would you give me permission to create a Googlepad?’ and Apple 
responding ‘well, only if it looks exactly like mine, isn’t quite as good, and by 
the way we will cap your fee so you can only sell it at a lower price and then 
you can invest less, which means you will be at the lower quality end of the 
market – so we can keep our high positioned good’.”

For example, student number controls were recently applied to alternative providers, to 
control the amount of loan outlay to students. Witnesses from a number of alternative 
providers told us the numbers were capped at much lower levels than they expected: 
one provider’s cap was lower than the amount of students who had gained places on 
their courses, meaning they would have to turn away students after accepting them. 

Another barrier was access to research funding. The lack of funding for research means 
that alternative providers are not able to compete equally with traditional universities.77 
If there were a stringent application process for funding, and if it were for the public 
good, why does it matter what type of institution receives public research funding? 
)XUWKHU�GHEDWH�ZDV�QHHGHG�RQ�ZKHWKHU�QRW�IRU�SUR¿WV�RU�IRU�SUR¿W�SURYLGHUV�VKRXOG�
have access to research funding. This would be a logical next step on the path to a more 
liberalised HE sector.
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77 Some others didn’t feel the need to enter research as much, seeing their role as a teaching institution with a focus on graduate outcomes.
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3DUW�WLPH�OHDUQLQJ�LV�DQRWKHU�LQGLFDWRU�RI�GLYHUVLW\��DV�GLVFXVVHG�LQ�VHFWLRQ��������
:KLOVW�XQGHUJUDGXDWH�VWXGHQW�QXPEHUV�KDYH�JURZQ��GHPDQG�IRU�SDUW�WLPH�OHDUQLQJ�
DW�XQGHUJUDGXDWH�DQG�SRVWJUDGXDWH�OHYHO�KDV�SOXPPHWHG��2XU�V\VWHP�LV�EHFRPLQJ�
OHVV�GLYHUVH�DV�XQLYHUVLWLHV�VWUXJJOH�WR�PDLQWDLQ�SDUW�WLPH�FRXUVHV��7KHUH�KDV�DOVR�
EHHQ�D�VLJQL¿FDQW�GURS�LQ�RWKHU�+(�TXDOL¿FDWLRQV��E\�DSSUR[LPDWHO\������VXFK�DV�
)RXQGDWLRQ�'HJUHHV��+1'V�DQG�+1&V�ZKLFK�PDNH�XS�DQ�LPSRUWDQW�SDUW�RI�WHFKQLFDO�
SURJUDPPHV����7KHVH�WUHQGV�DUH�YHU\�FRQFHUQLQJ��

7KH�ULVN�LV�WKDW�D�RQH�VL]H�¿WV�DOO�V\VWHP�LV�HPHUJLQJ��7KH�&RPPLVVLRQ�KDV�KHDUG�WKLV�
UHIHUUHG�WR�DV�D�µF\FOH�RI�FRQVHUYDWLVP¶�DQG�µKRPRJHQLVDWLRQ¶�RI�WKH�V\VWHP��7KH������
UHIRUPV��ZKLFK�ZHUH�VXSSRVHG�WR�GULYH�DQG�HQKDQFH�GLYHUVLW\��KDYH�UHVXOWHG�LQ�]HUR�SULFH�
YDULDWLRQ��OLWWOH�H[SDQVLRQ�RI�QHZ�RIIHUV�IRU�VWXGHQWV�DQG�PLQLPDO�LQQRYDWLRQ�LQ�WHDFKLQJ�
DQG�OHDUQLQJ��)RU�H[DPSOH��WKURXJKRXW�RXU�ZKROH�LQTXLU\�KDUGO\�DQ\�ZLWQHVVHV�UHIHUUHG�
WR�022&V��7KH�UKHWRULF�GRHV�QRW�PDWFK�WKH�UHVXOW��DQG�WKLV�FRXOG�FDXVH�RXU�V\VWHP�WR�
EHFRPH�OHVV�¿QDQFLDOO\�VXVWDLQDEOH�WKDQ�LW�PLJKW�EH�ZLWK�JUHDWHU�GLYHUVLW\�RI�SURYLVLRQ�

7KH�WKUHH�\HDU�IXOO�WLPH�KRQRXUV�XQGHUJUDGXDWH�GHJUHH�LV�EHFRPLQJ�WRWDOO\�GRPLQDQW�
LQ�WKH�V\VWHP��ZKHQ�ZH�ZHUH�VXSSRVHG�WR�EH�VHHLQJ�OHDUQLQJ�PRGHOV�GLYHUVLI\��7KH�
UXVK�RI�XQLYHUVLWLHV�WR�FKDUJH��������IHHV�KDV�FRPH�WR�WKH�GHWULPHQW�RI�RWKHU�IRUPV�RI�
SURYLVLRQ��DV�WKLV�LV�ZKHUH�XQLYHUVLWLHV�DUH�UHFHLYLQJ�WKH�PDMRULW\�RI�WKHLU�LQFRPH��7KLV�LV�
WKH�PRVW�H[SHQVLYH�IRUP�RI�+(�SURYLVLRQ��DQG�DV�D�UHVXOW��WKH�WD[SD\HU�LV�SD\LQJ�PRUH�
IRU�IHZHU�JUDGXDWHV�79�7KLV�LV�LQHI¿FLHQW�DQG�XQVXVWDLQDEOH��

7KH�&RPPLVVLRQ�VXSSRUWV�D�GLYHUVH�UDQJH�RI�SURYLVLRQ�±�PHDQLQJ�IXOO�WLPH��SDUW�WLPH��
SRVWJUDGXDWH��SULYDWH��SXEOLF��KRQRXUV�GHJUHH��QRQ�KRQRXUV�±�EHFDXVH�LW�FUHDWHV�D�
KHDOWK\�HFR�V\VWHP�RI�KLJKHU�HGXFDWLRQ�WKDW�ZLOO�EH�PRUH�UHVLOLHQW�WR�HFRQRPLF�VKRFNV�
DQG�VRFLDO�FKDQJH��DQG�UHVSRQVLYH�WR�IXWXUH�ODERXU�PDUNHW�FKDQJHV��7KH�RQH�VL]H�¿WV�
DOO�PRGHO�FXUUHQWO\�HPHUJLQJ�LV�QRW�VXVWDLQDEOH��DQG�VWHSV�PXVW�EH�WDNHQ�WR�FKDQJH�WKH�
HQYLURQPHQW�WR�SUHYHQW�WKLV�WDNLQJ�URRW�

Recommendation 11
7KH�*RYHUQPHQW�VKRXOG�UHQHZ�LWV�HIIRUWV��LQ�FROODERUDWLRQ�ZLWK�DOO�W\SHV�RI�+(�
SURYLGHUV��WR�HQVXUH�WKDW�D�YDULHW\�RI�+(�SURYLVLRQ�FDQ�WKULYH�

2.3.2 Efficiency 
7KURXJKRXW�WKLV�LQTXLU\�ZH�KDYH�EHHQ�ORRNLQJ�DW�¿QDQFLDO�VXVWDLQDELOLW\�DW�DQ�
LQVWLWXWLRQDO�OHYHO�DQG�DW�D�VHFWRU�OHYHO��:H�KDYH�IRXQG�WKDW�LQVWLWXWLRQDO�IDLOXUH�
ZRXOG�KDYH�D�GLUHFW�LPSDFW�RQ�WKH�VXVWDLQDELOLW\�RI�WKH�UHVW�RI�WKH�VHFWRU��LI�DQ\�
LQVWLWXWLRQ�ZHUH�WR�IDLO�WKHUH�ZRXOG�EH�VLJQL¿FDQW�UHSXWDWLRQDO�GDPDJH�WR�WKH�ZKROH�
VHFWRU��7KLV�ZRXOG�FUHDWH�SUREOHPV�ZLWK�VWXGHQW�UHFUXLWPHQW��EXW�DOVR�LVVXHV�ZLWK�
UHJXODWLRQ��DQG�¿QDQFLQJ��$�GURS�LQ�FRQ¿GHQFH�LQ�8.�+(�FRXOG�LPSDFW�HYHQ�WKH�
PRVW�SUHVWLJLRXV�XQLYHUVLWLHV�
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78 A Westwood, (July 2014) ‘Quality, quantity or diversity?’ Higher Education Academy, pg. 11.
79 Ibid., 9.
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8QLYHUVLWLHV�KDYH�PDGH�H[FHOOHQW�SURJUHVV�WR�EHFRPH�PRUH�HI¿FLHQW�DQG�WKHUHIRUH�PRUH�
¿QDQFLDOO\�VXVWDLQDEOH��$FFRUGLQJ�WR�LWV�RZQ�FDOFXODWLRQV�IURP������WR������WKH�VHFWRU�
GHOLYHUHG�HI¿FLHQF\�VDYLQJV�ZRUWK�������ELOOLRQ����7KLV�EHDW�WKH�������ELOOLRQ�WDUJHW�VHW�
LQ�WKH�&RPSUHKHQVLYH�6SHQGLQJ�5HYLHZ����7KH�PRVW�FRPPRQ�DUHDV�ZKHUH�LQVWLWXWLRQV�
ZHUH�PDNLQJ�HI¿FLHQFLHV�LQFOXGH��DFDGHPLF�GHSDUWPHQWV��HVWDWHV��,&7��VWDII�FRVWV��
SURFXUHPHQW��DQG�DFDGHPLF�VXSSRUW�VHUYLFHV����0XFK�RI�WKLV�QHZ�IRXQG�HI¿FLHQF\�FDPH�
IURP�DGRSWLQJ�WKH�'LDPRQG�5HYLHZ�UHFRPPHQGDWLRQV���

$QRWKHU�VRXUFH�RI�HI¿FLHQF\�VDYLQJV�FRPH�IURP�WKH�:DNHKDP�5HYLHZ��ZKLFK�ORRNHG�
LQWR�UHVHDUFK�IXQGLQJ����:KLOVW�XQLYHUVLWLHV�VDLG�WKH�UHFRPPHQGDWLRQV�IURP�WKH�UHSRUW�
FRXOG�EH�EXUGHQVRPH��D�SURJUHVV�UHSRUW�IURP�WKH�5HVHDUFK�&RXQFLOV�KDV�VKRZQ�WKDW�
WKH\�KDYH�PHW�WKH�WDUJHW�RI�������PLOOLRQ�RI�VDYLQJV�IRU������������7KLV�KDV�EHHQ�
DFKLHYHG�WKURXJK�HTXLSPHQW�VKDULQJ�SURJUDPPHV��WKH�1��SDUWQHUVKLS�KDV�EHHQ�
SDUWLFXODUO\�VXFFHVVIXO�ZRUNLQJ�WKURXJK�MRLQW�UHVHDUFK�SURMHFWV���DQG�XVLQJ�75$&�GDWD�
WR�EHWWHU�FRVW�UHVHDUFK�SURMHFWV��7KDW�VDLG��VRPH�LQVWLWXWLRQV�QRWHG�WKDW�UHVHDUFK�IXQGLQJ�
ZDV�FRYHULQJ�D�ORZHU�SURSRUWLRQ�RI�WKH�IXOO�FRVWV�RI�UHVHDUFK��ZKLFK�SXWV�WKH�JOREDO�
FRPSHWLWLYHQHVV�RI�8.�+(�DW�ULVN�

2.3.3 Cost of staff
,Q�RXU�IRFXV�JURXSV��DOPRVW�DOO�VWXGHQWV�QDPHG�WHDFKLQJ�VWDII�DV�WKHLU�SULRULW\�IRU�
XQLYHUVLW\�VSHQGLQJ��DQG�DOVR�DV�D�PHDVXUH�RI�JRRG�YDOXH�IRU�PRQH\��7KLV�ZDV�UHÀHFWHG�
LQ�WKH������+($��+(3,�VWXGHQW�DFDGHPLF�H[SHULHQFH�VXUYH\���
 
6WDII�FRVWV�DUH�D�XQLYHUVLW\¶V�ODUJHVW�VLQJOH�RXWOD\��,Q���������VWDII�FRVWV�UHSUHVHQWHG�
������RI�LQVWLWXWLRQV¶�LQFRPH��7KLV�LV�GRZQ�VLJQL¿FDQWO\�IURP���������ZKHQ�VWDII�
FRVWV�ZHUH�������RI�LQFRPH����7KLV�GURS�KDV�EHHQ�DWWULEXWHG�WR�FXWV�PDGH�GXULQJ�WKH�
HFRQRPLF�GRZQWXUQ�WKDW�VDZ�LQVWLWXWLRQV�H[HUFLVH�SD\�UHVWUDLQW��RYHU�WKH�SDVW�¿YH�
\HDUV�WKH�DYHUDJH�FRVW�RI�D�PHPEHU�RI�VWDII�KDV�RQO\�ULVHQ�E\�������VLJQL¿FDQWO\�EHORZ�
LQÀDWLRQ����

7KHVH�WUHQGV�KDYH�EHHQ�IDLUO\�FRQVLVWHQW�DFURVV�LQVWLWXWLRQV��EXW�WKHUH�LV�YDULDWLRQ�ZLWKLQ�
WKH�V\VWHP��)RU�H[DPSOH��LQ�LQVWLWXWLRQV�WKDW�DSSHDU�LQ�WKH�WRS�RI�WKH�UDQNLQJV�WKH�
DYHUDJH�DQQXDO�FRVWV�SHU�PHPEHU�RI�VWDII�LV����������������PRUH�WKDQ�WKH���������DW�
RWKHU�LQVWLWXWLRQV���

8QLYHUVLWLHV�KDYH�DFKLHYHG�VDYLQJV�WKURXJK�IUHH]LQJ�SD\�DQG�VORZLQJ�UHFUXLWPHQW��
EXW�VRPH�ZLWQHVVHV�IHDUHG�WKDW�VXFK�IUHH]HV�ZHUH�FUHDWLQJ�D�µSUHVVXUH�FRRNHU¶��$V�WKH�
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80  UUK, (November 2013) ‘Working for a smarter, stronger sector’ pg.3 available at: http://www.universitiesuk.ac.uk/highereducation/Documents/2013/
WorkingForAsmarterStrongerSector.pdf

81 Ibid..
82 Ibid., 5.
83  UUK, (September 2011) ‘Efficiency and Effectiveness in Higher Education’ available at: http://www.universitiesuk.ac.uk/highereducation/

Documents/2011/EfficiencyinHigherEducation.pdf 
84  UUK and RCUK, (June 2010) ‘Financial Sustainability and Efficiency in Full Economic Costing of Research in UK Higher Education Institutions’ available 

at: http://www.rcuk.ac.uk/RCUK-prod/assets/documents/reviews/fec/fECReviewReport.pdf
85  UUK, (November 2013) ‘Working for a smarter, stronger sector’ pg.26 available at: http://www.universitiesuk.ac.uk/highereducation/Documents/2013/

WorkingForAsmarterStrongerSector.pdf 
86  HEPI and HEA, (May 2014) ‘The HEPI–HEA Student Academic Experience Survey 2014’ available at: http://www.hepi.ac.uk/wp-content/

uploads/2014/05/HEA_HEPI-Report_WEB_160514.pdf
87  Grant Thornton(2014) ‘Managing though uncertainty’ Financial Health of the Higher Education Sector 2014, pg. 10
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economy recovers and once public sector pay starts to rise again, there is a worry that 
universities will be forced to increase pay rapidly which could have a negative impact on 
¿QDQFHV��

6WDII�SHQVLRQV�OLDELOLWLHV�ORRP�ODUJH�IRU�LQVWLWXWLRQV��7KH�8QLYHUVLWLHV�6XSHUDQQXDWLRQ�
6FKHPH��866��ZDV�UHIRUPHG�LQ������WR�SUHYHQW�QHZ�MRLQHUV�IURP�UHFHLYLQJ�D�¿QDO�VDODU\�
SHQVLRQ��+RZHYHU��WKH�SHQVLRQ�IXQG�LV�VWLOO�HVWLPDWHG�WR�KDYH�D�GH¿FLW�RI����ELOOLRQ�WKDW�
LV�SUHGLFWHG�WR�JURZ�WR�����ELOOLRQ��,I�WKH�GH¿FLW�ZHUH�WR�UHDFK�WKLV�OHYHO��LQ�RUGHU�WR�VDYH�
WKH�VFKHPH��FRQWULEXWLRQV�ZRXOG�KDYH�WR�LQFUHDVH�IURP�����WR�������IRU�HPSOR\HUV�
DQG������WR�������IRU�HPSOR\HHV����7KLV�KXJH�LQFUHDVH�ZRXOG�WKUHDWHQ�LQVWLWXWLRQV¶�
VXVWDLQDELOLW\��2QH�ZLWQHVV�VDLG�WKLV�FRXOG�HDVLO\�DGG������WR�D�XQLYHUVLW\¶V�FRVW�EDVH��
ZLSLQJ�RXW�VXUSOXVHV�IRU�PDQ\��

866�HPSOR\HUV�KDYH�EHHQ�ZRUNLQJ�WR�DGGUHVV�WKHVH�LVVXHV��,Q�2FWREHU�������WKH\�
SXEOLVKHG�SURSRVDOV�WR�PDLQWDLQ�WKH�VXVWDLQDELOLW\�RI�WKH�SHQVLRQ�VFKHPH����7KLV�ZRXOG�
FUHDWH�D�WKUHVKROG�RI�XS�WR���������IRU�GLUHFW�EHQH¿WV��DERYH�WKLV�EHQH¿WV�ZLOO�EH�
EDVHG�RQ�D�GLUHFW�FRQWULEXWLRQ�HOHPHQW����7KH\�DOVR�VXJJHVW�WKDW�HPSOR\HUV�LQFUHDVH�
FRQWULEXWLRQ�IURP�����WR������,Q�UHVSRQVH�WR�WKHVH�FKDQJHV�8QLYHUVLW\�&ROOHJH�8QLRQ�
�8&8��KDV�YRWHG�LQ�IDYRXU�RI�LQGXVWULDO�DFWLRQ����7KH�TXHVWLRQV�UDLVHG�E\�WKH�QHHG�WR�
DOWHU�SHQVLRQV�DUH�FRPSRXQGHG�E\�DFFRXQWLQJ�FKDQJHV��)56�����GXH�LQ���������WKDW�
ZLOO�DOWHU�WKH�SUHVHQWDWLRQ�RI�SHQVLRQV�OLDELOLWLHV�LQ�XQLYHUVLWLHV¶�DFFRXQWV��:KLOH�WKHVH�
DUH�WHFKQLFDO�FKDQJHV��WKH\�ZLOO�EH�QRWHG�E\�EDQNHUV�DQG�OHQGHUV�WR�+(�

2.3.4 Costs of infrastructure
8QLYHUVLWLHV�DUH�SODQQLQJ�IRU�H[SDQVLRQ�DQG�LPSURYLQJ�VWXGHQW�IDFLOLWDWHV��DQG�DUH�
WKXV�SUHGLFWLQJ�D�ODUJH�LQFUHDVH�LQ�H[SHQGLWXUH�RQ�FDSLWDO�LQIUDVWUXFWXUH��7KH�VHFWRU�
LV�SODQQLQJ�WR�LQYHVW�RYHU�������ELOOLRQ�LQ�LQIUDVWUXFWXUH�SURMHFWV�GXULQJ�WKH�QH[W�
IRXU�\HDUV��7KLV�LV�QHDUO\�����KLJKHU�WKDQ�WKH�SUHYLRXV�IRXU�\HDU�¿JXUH����������WR�
�����������

&XWV�WR�FDSLWDO�IXQGLQJ�JUDQWV�KDYH�VHHQ�XQLYHUVLWLHV�WXUQ�WR�ERUURZLQJ�WR�IXQG�SURMHFWV��
7KLV�KDV�EHHQ�VWHDGLO\�LQFUHDVLQJ�VLQFH���������ZKHQ�WKH�OHYHO�RI�ERUURZLQJ�ZDV�������
RI�WRWDO�LQFRPH��E\�WKH�HQG�RI����������WKLV�KDG�ULVHQ�WR��������7KLV�LV�SURMHFWHG�WR�UHDFK�
������E\�WKH�HQG�RI�����������

,QFUHDVHG�ERUURZLQJ�ZLOO�SURYLGH�XQLYHUVLWLHV�ZLWK�FDVK��EXW�WKHUH�LV�ULVN�DWWDFKHG�
WR�WKLV��$V�D�ZLWQHVV�UHPLQGHG�XV��LQVWLWXWLRQV�ZLOO�KDYH�WR�SD\�RXW�LQWHUHVW�FKDUJHV�
EHIRUH�WKH\�FDQ�PDNH�DQ\�SD\PHQWV�RQ�IDFLOLWLHV�IRU�OHDUQLQJ��WHDFKLQJ�DQG�
UHVHDUFK��7KH�LQYHVWPHQW�VHFXUHV�WKH�IXWXUH�E\�PDNLQJ�WKH�LQVWLWXWLRQ�DWWUDFWLYH��
EXW�DOVR�PDNHV�LW�YXOQHUDEOH�WR�YRODWLOH�LQFRPH�ÀRZV��7KLV�LV�KLJKOLJKWHG�LQ�D�UHFHQW�
+()&(�PHPRUDQGXP�WKDW�VKRZV�LQWHUHVW�SD\PHQWV�DUH�H[SHFWHG�WR�LQFUHDVH��IURP�
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90  J Grove, (22 May 2014) ‘Is it the end for USS final salary Pensions?’ Times Higher Education available at: http://www.timeshighereducation.co.uk/news/
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media/hefce/content/pubs/2014/201426/HEFCE%202014_26.pdf 
95 Ibid., 26.



50 Too Good to Fail: The financial sustainability of higher education in England
2. Assessing the current system: risks to financial sustainability

�����PLOOLRQ�LQ���������WR������PLOOLRQ�LQ����������,W�VWDWHV�³WKLV�ULVH�LQ�µ¿[HG�
costs’ could put pressure on any institution that fails to constrain other costs or to 
increase income.”96

+()&(�JXLGHOLQHV�VWDWH�WKDW�QR�LQVWLWXWLRQ¶V�LQWHUHVW�FRVWV�VKRXOG�H[FHHG����RI�LWV�
LQFRPH��+RZHYHU��*UDQW�7KRUQWRQ�IRXQG�WKDW�WKUHH�LQVWLWXWLRQV¶�LQWHUHVW�FRVWV�H[FHHGHG�
JXLGDQFH�LQ���������DQG�IRXU�LQ����������,QWHUHVW�UDWHV�DUH�H[SHFWHG�WR�LQFUHDVH��RU�DW�
OHDVW�QRW�IDOO��DQG�ZLWK�WKH�SODQQHG�FKDQJHV�WR�WKH�DFFRXQWLQJ�V\VWHP��WKLV�FRXOG�FUHDWH�
D�QXPEHU�RI�SUREOHPV�IRU�LQVWLWXWLRQV�97

2.3.5 Alternative sources of income
2IIHULQJ�VWXGHQWV�D�EHWWHU�H[SHULHQFH�DW�XQLYHUVLW\�LQHYLWDEO\�UHTXLUHV�LQYHVWPHQW�
IURP�XQLYHUVLWLHV��QRW�RQO\�LQ�WHDFKLQJ�TXDOLW\��EXW�LQ�WHDFKLQJ�DQG�UHVHDUFK�IDFLOLWLHV�
DQG�DFFRPPRGDWLRQ�WR�VHFXUH�IXWXUH�UHFUXLWPHQW�OHYHOV��(YLGHQFH�IURP�VWXGHQW�IRFXV�
JURXSV�VKRZHG�XV�WKDW�VWXGHQWV�YDOXH�KLJK�TXDOLW\�WHDFKLQJ��7KH\�ZDQW�PRQH\�WR�EH�
VSHQW�UHFUXLWLQJ�WKH�EHVW�OHFWXUHUV�DQG�DFDGHPLFV�DFURVV�GLVFLSOLQHV��6WXGHQWV�DOVR�
DSSUHFLDWHG�KDYLQJ�D�QLFH�HQYLURQPHQW�LQ�ZKLFK�WR�ZRUN��EH�LW�DQ�XSGDWHG�OLEUDU\�RU�
VWXGHQW�DFFRPPRGDWLRQ��7KH\�IHOW�WKDW�WKLV�FRQWULEXWHG�SRVLWLYHO\�WR�WKHLU�H[SHULHQFH�
DQG�KDG�D�JRRG�LQÀXHQFH�RQ�WKHLU�DFDGHPLF�ZRUN��2QH�VWXGHQW�UHFRJQLVHG�WKDW�WKH\�
ZRXOG�EHQH¿W�IURP�IXWXUH�LQYHVWPHQW�LQ�IDFLOLWLHV�DW�WKHLU�LQVWLWXWLRQ�HYHQ�LI�WKLV�WRRN�
SODFH�DIWHU�WKH\�JUDGXDWHG��*UDGXDWHV�ZDQW�WKHLU�XQLYHUVLW\�WR�FRQWLQXH�WR�EH�LPSUHVVLYH�
LQ�VWDWXUH��EH\RQG�WKH�WLPH�WKH\�VSHQG�WKHUH��7KH\�ZLOO�EH�D�VWXGHQW�RI�WKH�XQLYHUVLW\�IRU�
D�OLPLWHG�WLPH��EXW�WKH\�ZLOO�DOZD\V�EH�D�JUDGXDWH�

A. Bonds
7KH�XVH�RI�ERQGV�DV�DQRWKHU�IRUP�RI�ERUURZLQJ�WR�IXQG�SURMHFWV�KDV�LQFUHDVHG�
IROORZLQJ�FXWV�WR�FDSLWDO�H[SHQGLWXUH�JUDQWV��%RQGV�DYDLODEOH�WR�XQLYHUVLWLHV�DUH�LVVXHG�
RYHU�D�ORQJHU�SHULRG�RI�WLPH�WKDQ�FRUSRUDWH�ERQGV��DQG�ORZ�LQWHUHVW�UDWHV�PDNH�WKHP�
PRUH�DIIRUGDEOH��

$V�SUHVVXUH�RQ�XQLYHUVLW\�¿QDQFHV�FRQWLQXHV��WKH�GHPDQG�IRU�ERQGV�ZLOO�LQFUHDVH�
DPRQJVW�XQLYHUVLWLHV�WKDW�YDOXH�WKH�¿QDQFLDO�DXWRQRP\�WKDW�FRPHV�ZLWK�WKHP�

2QH�SDUWLFXODU�LQWHUHVW�WR�WKH�&RPPLVVLRQ�ZDV�WKH�FUHGLW�UDWLQJ�PHFKDQLVPV�XVHG�
WR�DVVHVV�LQVWLWXWLRQV�ORRNLQJ�WR�SODFH�ERQGV��7KHVH�DSSHDUHG�WR�EH�KHDYLO\�UHOLDQW�
RQ�SXEOLF�LQIRUPDWLRQ��VXFK�DV�QHZVSDSHU�XQLYHUVLW\�UDQNLQJV��DQG�LQ�VRPH�FDVHV�
DQG�DVVXPSWLRQ�WKDW�WKH�*RYHUQPHQW�ZRXOG�EDLO�RXW�DQ�LQVWLWXWLRQ�LQ�GLI¿FXOW\��
7KH�&RPPLVVLRQ�UHFRPPHQGV�WKDW�UDWLQJ�DJHQFLHV�FRQWLQXH�WR�VHHN�PRUH�QXDQFHG�
LQIRUPDWLRQ�DQG�IDPLOLDULVH�WKHPVHOYHV�ZLWK�WKH�FXUUHQW�SRVLWLRQ�RI�+()&(��
DFNQRZOHGJLQJ�WKH�VDOLHQFH�RI�WKH�UROH�LW�JLYHV�WR�XQLYHUVLW\�OHDGHUV�DQG�JRYHUQRUV�ZKHQ�
DQ�LQVWLWXWLRQ�IDFHV�¿QDQFLDO�SUHVVXUHV�

96 Ibid..
97 Grant Thornton(2014) ‘Managing though uncertainty’ Financial Health of the Higher Education Sector 2014, pg. 15.
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+()&(�LV�PRQLWRULQJ�ERUURZLQJ�ZLWKLQ�WKH�VHFWRU�LQ�OLJKW�RI�WKH�LQFUHDVHG�QHHG�IRU�
XQLYHUVLWLHV�WR�KDYH�UHFRXUVH�WR�WKHLU�RZQ�ERUURZLQJ�WR�UHSODFH�JRYHUQPHQW�JUDQWV��
7KH�ULVNV�DVVRFLDWHG�ZLWK�WKLV�ZHUH�UHFHQWO\�FRQVXOWHG�XSRQ�LQ�WKH�0HPRUDQGXP�
RI�$VVXUDQFH�DQG�$FFRXQWDELOLW\�ZLWK�LQVWLWXWLRQV����)RU�XQLYHUVLWLHV�WKDW�DUH�DEOH�WR�
PHHW�WKH�DQQXDO�FRVWV�RI�ERUURZLQJ��DQG�UHVHUYH�D�VXUSOXV��WKHUH�DUH�XQOLNHO\�WR�EH�DQ\�
SUREOHPV��8QLYHUVLWLHV�ZLWK�VPDOOHU�DQG�RU�PRUH�YRODWLOH�VXUSOXVHV��ZKLFK�PD\�QRW�EH�
DEOH�WR�FRYHU�WKH�DQQXDO�FRVWV�RI�ERUURZLQJ��ZLOO�IDFH�GLI¿FXOW\�99 What would happen if 
D�XQLYHUVLW\�ZHUH�WR�GHIDXOW"�7KLV�KDV�QRW�\HW�KDSSHQHG��EXW�WKH�LQFUHDVLQJ�DPRXQW�RI�
ERQG�IXQGLQJ��DQG�LWV�VSUHDG�LQWR�OHVV�¿QDQFLDOO\�VHFXUH�SDUWV�RI�WKH�VHFWRU�PDNHV�WKH�
OLNHOLKRRG�RI�D�GHIDXOW�JUHDWHU�

Recommendation 12
5DWLQJ�DJHQFLHV�QHHG�WR�KDYH�D�PRUH�VRSKLVWLFDWHG�XQGHUVWDQGLQJ�RI�XQLYHUVLWLHV¶�FUHGLW�
ZRUWKLQHVV�DQG�SRVLWLRQ�LQ�WKH�PDUNHW�DQG�UHÀHFW�WKH�FKDQJLQJ�UROH�RI�+()&(�DQG�LWV�
IXQGLQJ�

B. Philanthropy
3KLODQWKURSLF�JLYLQJ�LV�EHFRPLQJ�D�PRUH�VXVWDLQDEOH�LQFRPH�VRXUFH�IRU�XQLYHUVLWLHV��
DOEHLW�D�VPDOO�RQH��)URP���������WR���������WKH�DPRXQW�RI�PRQH\�GRQDWHG�WR�8.�
XQLYHUVLWLHV�LQ�WRWDO�JUHZ�IURP������PLOOLRQ�WR������PLOOLRQ�100�&RPSDUHG�WR�WKH�86$��
ZKHUH�GRQDWLRQV�WR�XQLYHUVLWLHV�UHDFKHG�DQ�DOO�WLPH�KLJK�RI�������ELOOLRQ�LQ����������WKH�
8.�VWLOO�KDV�D�ORW�RI�URRP�WR�JURZ�WKLV�VRXUFH�101 

6XFFHVVIXO�XQLYHUVLWLHV�WHQG�WR�IXQGUDLVH�IRU�FDXVHV��OLNH�VFKRODUVKLSV�IRU�GLVDGYDQWDJHG�
VWXGHQWV��RU�VSHFL¿F�IDFLOLWLHV�DQG�UHVHDUFK�SURMHFWV��DV�RSSRVHG�WR�WKH�PDLQWHQDQFH�RI�
H[LVWLQJ�DFWLYLWLHV��8QLYHUVLWLHV�VKRXOG�QRW�VHH�WKLV�W\SH�RI�IXQGLQJ�DV�D�ZD\�WR�PDNH�XS�
IRU�FXWV�WR�EXGJHWV��DV�WKLV�LV�QRW�SHUFHLYHG�WR�EH�D�JRRG�VHOO�WR�DOXPQL�RU�GRQRUV��

5HFUXLWLQJ�JRRG�IXQGUDLVLQJ�VWDII�LV�D�FKDOOHQJH��DV�WKH�FXOWXUH�RI�SKLODQWKURSLF�JLYLQJ�WR�
XQLYHUVLWLHV�LV�VWLOO�GHYHORSLQJ�LQ�WKH�8.��8QLYHUVLWLHV�VKRXOG�WU\�WR�GHYHORS�WKLV�FXOWXUH�
RI�JLYLQJ�EDFN�ZKLOVW�WKHLU�JUDGXDWHV�DUH�VWLOO�DW�XQLYHUVLW\��7KLV�QHHGV�WR�QRW�RQO\�EH�
EXLOW�ZLWK�VWXGHQWV�DQG�JUDGXDWHV��EXW�ZLWK�XQLYHUVLW\�VWDII��DFDGHPLFV��DQG�UHVHDUFKHUV�

'XH�GLOLJHQFH�LV�YLWDO�ZKHQ�DFFHSWLQJ�GRQDWLRQV�RU�JLIWV��HVSHFLDOO\�VLJQL¿FDQW�RQHV��
8QLYHUVLWLHV�UHFHQWO\�WRSSHG�FKDULWDEOH�IRXQGDWLRQV�WUXVWV�DV�WKH�WRS�GHVWLQDWLRQ�IRU�
GRQDWLRQV�RYHU����PLOOLRQ��<HW��WKHUH�LV�D�ULVN�RI�IXQGLQJ�FRPLQJ�IURP�XQVDYRXU\�VRXUFHV��
3UDFWLFH�LV�QRW�FXUUHQWO\�XQLIRUP�DFURVV�WKH�VHFWRU��*LYHQ�WKDW�WKLV�LV�IDLUO\�QHZ�WHUULWRU\�
IRU�(QJOLVK�+(,V��DV�JLIWV�EHFRPHV�ODUJHU�LW�ZRXOG�EH�XVHIXO�IRU�D�EHVW�SUDFWLFH�JXLGH��
VXFK�DV�WKH�RQHV�IURP�&$6(��WR�EH�GLVWULEXWHG�WR�SUHYHQW�DQ\�SRWHQWLDO�VFDQGDOV�102  

98  HEFCE, (July 2014) ‘Memorandum of assurance and accountability between HEFCE and institutions’ available at: http://www.hefce.ac.uk/media/hefce/
content/pubs/2014/201412/HEFCE2014_12.pdf

99  A McGettigan, (2013) ‘The Great University Gamble’ Pluto Press,  pg. 141.
100  CASE, (May 2014) ‘Giving to UK Universities Reaches All-Time High’ available at: http://www.case.org/About_CASE/Newsroom/Press_Release_

Archive/Giving_to_UK_Universities_Reaches_All-Time_High.html
101  M McDonald,( 12 February 2014) ‘Colleges Raise Record $33.8 Billion Exceeding U.S. Peak in 2009’ Bloomberg available at: http://www.bloomberg.

com/news/2014-02-12/college-donations-rise-to-record-as-stocks-gain-fueled-giving.html
102 CASE, ‘Fundraising fundamentals’ available at: http://www.case.org/Publications_and_Products/Fundraising_Fundamentals_Intro.html 
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C. Entrepreneurial activity
7KH�&RPPLVVLRQ�GLVFXVVHG�VRPH�RI�WKH�HQWUHSUHQHXULDO�DFWLYLWLHV�RI�XQLYHUVLWLHV��
RIWHQ�NQRZQ�DV�WKH�WKLUG�VWUHDP�RI�LQFRPH��7KHVH�LQFOXGHG�LQWHOOHFWXDO�SURSHUW\��
FRPPHUFLDOLVDWLRQ�RI�UHVHDUFK��FRQVXOWDQF\�VHUYLFHV�DQG�D�P\ULDG�RI�RWKHU�DFWLYLWLHV��
:KLOVW�WKHVH�ZHUH�PHQWLRQHG�LQ�VRPH�HYLGHQFH�VHVVLRQV��WKH�+LJKHU�(GXFDWLRQ�
,QQRYDWLRQ�)XQG�ZDV�SDUWLFXODUO\�FRPPHQGHG�IRU�WKH�VXSSRUW�LW�JLYHV��WKH�DPRXQW�
WKHVH�DFWLYLWLHV�JHQHUDWHG�ZDV�QRW�WKRXJKW�WR�EH�HQRXJK�WR�PDNH�D�GLIIHUHQFH�WR�WKH�
EDODQFH�RI�¿QDQFLDO�VXVWDLQDELOLW\�DQG�XQVXVWDLQDELOLW\�

$V�ZLWK�SKLODQWKURS\��WKH�DPRXQW�RI�LQFRPH�UHFHLYHG�IURP�WKLV�VWUHDP�YDULHV�JUHDWO\�
EHWZHHQ�LQVWLWXWLRQV��0RVW�ZRXOG�LQGLFDWH�WKDW�WKLV�LV�DQ�DFWLYLW\�WKH\�LQWHQG�WR�GHYHORS�

2.3.6 £9,000 fee cap
:KHQ�LQWURGXFHG���������WXLWLRQ�IHHV�ZHUH�SODQQHG�WR�EH�WKH�H[FHSWLRQ��7KH�
7UHDVXU\�HVWLPDWHG�WKH�DYHUDJH�IHH�WR�EH�DERXW��������DQG�DV�D�UHVXOW��KDG�EDVHG�DOO�
LWV�FDOFXODWLRQV�RI�ORQJ�WHUP�FRVWV�RQ�WKLV�¿JXUH��9LQFH�&DEOH��6HFUHWDU\�RI�6WDWH�IRU�
%XVLQHVV��,QQRYDWLRQ��DQG�6NLOOV�WROG�3DUOLDPHQW�IHHV�ZRXOG�EH�FDSSHG�DW���������
“ULVLQJ�WR��������LQ�H[FHSWLRQDO�FLUFXPVWDQFHV�”103�7KH�*RYHUQPHQW�LQFRUUHFWO\�
EHOLHYHG�WKDW�2))$�ZRXOG�KDYH�WKH�SRZHU�WR�QHJRWLDWH�IHH�OHYHOV�ZLWK�LQGLYLGXDO�
XQLYHUVLWLHV�RQ�WKH�EDVLV�RI�WKHLU�DFFHVV�DJUHHPHQWV��DQG�WKXV�WKH�SODQQHG�PHFKDQLVP�WR�
FRQWURO�WKH�LQFUHDVHV�LQ�IHHV�ZDV�QRW�WKHUH�104

7KH�IHH�FDS�KDV�QRW�ULVHQ�ZLWK�LQÀDWLRQ��7KH�FXUUHQW�8QLYHUVLWLHV�8.�3UHVLGHQW��6LU�
&KULVWRSKHU�6QRZGHQ�KDV�EHHQ�YRFDO�DERXW�WKLV�FRQFHUQ�RQ�EHKDOI�RI�XQLYHUVLWLHV�DQG�
KDV�HVWLPDWHG�WKDW�E\�PLG������WKH��������WXLWLRQ�IHH�ZLOO�RQO\�EH�ZRUWK��������DW�
�����SULFHV���7KHUH�KDYH�EHHQ�FDOOV�IRU�WKLV�FDS�WR�EH�LQGH[HG�106

7KH�IHH�FDS�FDQ�UHPDLQ�DV�LW�LV��EXW�VRPHRQH�ZLOO�QHHG�WR�PDNH�XS�IRU�WKH�VKRUWIDOOV��
7KHUH�LV�D�FRQFHUQ�WKDW�WKH�XQLW�RI�UHVRXUFH��RU�DPRXQW�RI�IXQGLQJ�SHU�VWXGHQW��ZLOO�
GHFOLQH�DV�WKH�QHW�YDOXH�RI�WXLWLRQ�IHHV�LV�HURGHG�DQG�LW�LV�QRW�FOHDU�ZKHWKHU�XQLYHUVLWLHV�
ZLOO�PDNH�XS�WKH�GLIIHUHQFH�E\�XVLQJ�WKHLU�VXUSOXVHV�RU�FURVV�VXEVLGLVLQJ�IURP�FRXUVHV�
WKDW�DUH�OHVV�FRVWO\�WR�WHDFK�

,Q�DGGLWLRQ�WR�XQLYHUVLWLHV¶�XQGHUVWDQGDEOH�FRQFHUQ��WKH�&RPPLVVLRQ�LV�NHHQ�WKDW�
TXDOLW\�VKRXOG�QRW�EH�LPSDFWHG��+RZHYHU��XQLYHUVLWLHV�KDYH�VHHQ�LQFUHDVHV�LQ�LQFRPH�
DQG�LQ�VXUSOXVHV��DQG�WKH�&RPPLVVLRQ�KDV�QRW�EHHQ�SUHVHQWHG�ZLWK�VWURQJ�HYLGHQFH�WKDW�
LW�FRVWV�PRUH�WKDQ�DQ�DYHUDJH�RI��������WR�GHOLYHU�JRRG�TXDOLW\�FRXUVHV�

103  Hansard, (9 December 2010) ‘Higher Education Fees’ available at: http://www.publications.parliament.uk/pa/cm201011/cmhansrd/cm101209/
debtext/101209-0002.htm#10120946000003 

104  A McGettigan, (2013) ‘The Great University Gamble’ Pluto Press,  pg. 23.
105  UUK, (12 September 2013) ‘President’s address to 2013 Members’ Annual Conference: The enduring value of universities’ available at: http://www.

universitiesuk.ac.uk/highereducation/Pages/PresidentsAddress2013AnnualConference.aspx#.VAWcZdddWxo
106  J Morgan, (31 October 2013) ‘Interview: Sir Christopher Snowden’ Times Higher Education available at: http://www.timeshighereducation.co.uk/news/

interview-sir-christopher-snowden/2008521.fullarticle
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2.4 Government

The Government has many levers to pull in shaping the higher education landscape. 
In this section we look at decisions the Government has taken, or avoided. We assess 
ZKHWKHU�WKHVH�DUH�¿QDQFLDOO\�VXVWDLQDEOH�VROXWLRQV��DQG�VXJJHVW�ZKHUH�DOWHUQDWLYHV�
PLJKW�EH�QHHGHG��:H�DOVR�PDNH�WKH�FDVH�IRU�FRQWLQXHG�JRYHUQPHQW�LQYHVWPHQW�LQ�
KLJKHU�HGXFDWLRQ��DQG�UHVHDUFK��WR�HQVXUH�RXU�JOREDO�FRPSHWLWLYHQHVV�

2.4.1 RAB Charge – Student Loan Subsidy
3DUW�RI�WKH�*RYHUQPHQW¶V�UROH�LQ�IXQGLQJ�KLJKHU�HGXFDWLRQ�LV�D�SURPLVH�WR�ZULWH�RII�DQ\�
UHPDLQLQJ�JUDGXDWH�GHEW�DIWHU�WKH�SUHVFULEHG�UHSD\PHQW�SHULRG�HQGV��8QGHU�WKH�QHZ�
ORDQ�V\VWHP��VWXGHQWV�UHSD\����RI�WKHLU�LQFRPH�RYHU���������DQQXDOO\��IRU����\HDUV��
7KH�ORDQ�EHDUV�D�UDWH�RI�LQWHUHVW�WKDW�LQFUHDVHV�SURJUHVVLYHO\��VWDUWLQJ�DW�53,�IRU�WKRVH�
HDUQLQJ���������DQG�LQFUHDVLQJ�WR�53,����ZKHQ�HDUQLQJV�UHDFK����������$Q\�ORDQ�OHIW�
DIWHU�WKH����\HDU�UHSD\PHQW�SHULRG�LV�ZULWWHQ�RII�E\�WKH�*RYHUQPHQW��7KH�*RYHUQPHQW�
UHIHUV�WR�WKH�FRVW�WKDW�LW�EHDUV�DV�D�UHVXOW�RI�WKLV�ZULWH�RII�DV�WKH�µ5$%�FKDUJH¶�DQG�WKH�
WHUP�LV�XVHG�E\�PDQ\�FRPPHQWDWRUV��+RZHYHU��WKH�&RPPLVVLRQ�EHOLHYHV�WKLV�LV�D�
FRQIXVLQJ�WHUP�DQG�ZLOO�UHIHU�WR�WKLV�ZULWH�RII�DV�WKH�µVWXGHQW�ORDQ�VXEVLG\¶�

7KH�WKHRU\�EHKLQG�WKH�(QJOLVK�ORDQ�UHSD\PHQW�V\VWHP�LV�TXLWH�SURJUHVVLYH��7KH�LQFRPH�
FRQWLQJHQW�QDWXUH�RI�UHSD\PHQW�DFNQRZOHGJHV�WKDW�VRPH�JUDGXDWHV�PLJKW�QRW�EHQH¿W�
IURP�LQYHVWLQJ�LQ�WKHLU�HGXFDWLRQ�DV�PXFK�DV�RWKHUV��RU�PLJKW�FKRRVH�WR�HQWHU�ORZHU�
SDLG�MREV��+RZHYHU��LW�LV�YHU\�GLI¿FXOW�WR�HVWLPDWH�KRZ�PXFK�WKH�*RYHUQPHQW�ZLOO�VSHQG�
ZULWLQJ�RII�ORDQV��

&XUUHQWO\�WKH�HVWLPDWH�RI�WKH�VWXGHQW�ORDQ�VXEVLG\�LV�DURXQG������7KLV�PHDQV�WKDW�IRU�
HYHU\����OHQW�E\�WKH�*RYHUQPHQW�WR�VWXGHQWV����S�ZLOO�QRW�EH�UHSDLG��7KLV�HVWLPDWH�KDV�
VWHDGLO\�LQFUHDVHG�RYHU�WKH�SDVW�IHZ�\HDUV�UDQJLQJ�IURP�����WR������7KLV�UHÀHFWV�WKH�
YHU\�VHQVLWLYH�QDWXUH�RI�WKH�VWXGHQW�ORDQ�VXEVLG\�FDOFXODWLRQV��ZKLFK�LQFOXGH�SUHGLFWLQJ�
JUDGXDWH�HPSOR\PHQW��JUDGXDWH�HDUQLQJV��HFRQRPLF�SHUIRUPDQFH��DQG�WKH�FRVW�RI�
JRYHUQPHQW�ERUURZLQJ�

7KH�FDOFXODWLRQ�RI�WKH�VWXGHQW�ORDQ�VXEVLG\�LV�LPSRUWDQW��,W�LV�SDUW�RI�WKH�*RYHUQPHQW¶V�
HVWLPDWHV�IRU�WKH�ORQJ�WHUP�FRVWV�RI�VWXGHQW�ORDQV��DQG�RI�KLJKHU�HGXFDWLRQ��7KH�
HVWLPDWHG�VWXGHQW�ORDQ�VXEVLG\�LV�UHFRUGHG�LQ�WKH�%,6�EXGJHW�DV�D�FRVW�IRU�WKH�\HDU�
WKH�ORDQ�LV�JLYHQ��7KLV�SURYLGHV�DQ�HDUO\�LQGLFDWRU�RI�WKH�DPRXQW�WKDW�LV�H[SHFWHG�WR�EH�
ZULWWHQ�RII��DOORZLQJ�WKH�*RYHUQPHQW�WR�VHW�DVLGH�DQ�DPRXQW�IRU�IXWXUH�QRQ�UHSD\PHQW�
RI�ORDQV�

Witnesses did not agree as to how rigorously government should calculate the student 
ORDQ�VXEVLG\��0RVW�DJUHHG�LW�ZDV�DQ�LPSRUWDQW�FDOFXODWLRQ��KRZHYHU�VRPH�WKRXJKW�WKDW�
JLYHQ�WKH�VHQVLWLYLWLHV�LQ�WKH�¿JXUH�WKDW�LW�VKRXOG�RQO\�EH�FRQVLGHUHG�DQ�HVWLPDWH��
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5HFHQW�UHYLVLRQV�WR�WKH�VWXGHQW�ORDQ�VXEVLG\�KDYH�FDXVHG�WKH�%,6�6HOHFW�&RPPLWWHH��
DPRQJ�RWKHUV��WR�FULWLFLVH�WKH�%,6�FDOFXODWLRQV�IRU�UHSD\PHQW�DQG�FROOHFWLRQ�RI�VWXGHQW�
GHEW��7KH�6HOHFW�&RPPLWWHH¶V�UHSRUW�RQ�VWXGHQW�ORDQV�VD\V�WKDW�QRW�RQO\�GLG�%,6�
PLVFDOFXODWH�WKH�VXEVLG\��EXW�DOVR�LJQRUHG�ZDUQLQJV�IURP�RWKHU�RUJDQLVDWLRQV�DERXW�
WKH�HUURUV�107�,W�UHFRPPHQGHG�³as matter of urgency, the department conducts a full 
UHYLHZ�RI�DOO�WKH�¿QDQFLDO�DVVXPSWLRQV�XQGHUSLQQLQJ�WKH�'HSDUWPHQW¶V�5$%�PRGHO�”���  
7KH�6HOHFW�&RPPLWWHH�GLG�QRW�XQGHUHVWLPDWH�WKH�GLI¿FXOWLHV�LQ�FDOFXODWLQJ�WKH�VXEVLG\��
EXW�QRWHG�WKDW�%,6¶�PRGHO�ZDV�H[FOXGLQJ�FUXFLDO�GDWD�VXFK�DV�VXEMHFW�VWXGLHG�RU�
XQLYHUVLW\�DWWHQGHG�

$Q�HI¿FLHQW�ORDQ�FROOHFWLRQ�ZDV�GLVFXVVHG�LQ�VHFWLRQ�������DQG�LV�YLWDO�DV�WKH�VWXGHQW�ORDQ�
ERRN�LV�VHW�WR�JURZ�IURP�����ELOOLRQ�WR������ELOOLRQ�EHWZHHQ������DQG������109�*LYHQ�
WKLV�JURZWK��LW�LV�ZRUU\LQJ�WKDW�%,6�LV�VWUXJJOLQJ�WR�DFFXUDWHO\�IRUHFDVW�WKH�DPRXQW�RI�
ORDQ�UHSD\PHQWV�LW�H[SHFWV�WR�FROOHFW���3RRU�HVWLPDWHV�ZLOO�OHDG�WR�PLVFDOFXODWLRQV�RI�WKH�
VWXGHQW�ORDQ�VXEVLG\��FUHDWLQJ�SUREOHPV�IRU�IXWXUH�JRYHUQPHQWV��

6RPH�HVWLPDWHV�KDYH�EHHQ�PDGH�WR�HVWDEOLVK�DW�ZKDW�SRLQW�WKH�VWXGHQW�ORDQ�VXEVLG\�
ZRXOG�EH�DV�H[SHQVLYH�WR�JRYHUQPHQW�DV�WKH�SUH�������������WXLWLRQ�IHHV�SOXV�JUDQW�WR�
XQLYHUVLWLHV�110�7KLV�KDV�EHHQ�UHIHUUHG�WR�DV�D�µWLSSLQJ�SRLQW¶�LQ�OLWHUDWXUH�DQG�WKURXJKRXW�
HYLGHQFH�VHVVLRQV�111

7KH�FXUUHQW�OHYHO�RI�VXEVLG\�LV�YHU\�KLJK��:KLOVW�WKH�*RYHUQPHQW�ZDV�FRPPHQGHG�
IRU�FUHDWLQJ�D�V\VWHP�ZKHUH�WKRVH�ZKR�FDQQRW�DIIRUG�WR�SD\�GR�QRW�KDYH�WR��WKH�
VXVWDLQDELOLW\�RI�����RI�VWXGHQW�ORDQV�QRW�EHLQJ�UHSDLG�ZDV�TXHVWLRQHG��7KH�
*RYHUQPHQW�LV�LQ�D�VLWXDWLRQ�ZKHUH�LW�LV�KHDYLO\�VXEVLGLVLQJ�KLJKHU�HGXFDWLRQ��EXW�
WKH�SXEOLF�DQG�VWXGHQWV�DUH�XQDZDUH�RI�WKLV��DV�WKH�VXEVLG\�LV�UHDOLVHG�WKURXJK�WKH�
VHUYLFLQJ�RI�GHEW��

:H�EHOLHYH�WKLV�FXUUHQWO\�UHSUHVHQWV�WKH�ZRUVW�RI�ERWK�ZRUOGV�

6RPH�WKRXJKW�WKDW�WKLV�LQGLUHFW�ZD\�RI�JRYHUQPHQW�IXQGLQJ�KLJKHU�HGXFDWLRQ��WKURXJK�
ZULWLQJ�RII�ORDQV��ZDV�QRW�GHVLUDEOH�JLYHQ�WKH�GLI¿FXOWLHV�LQ�HVWLPDWLQJ�ZKDW�WKH�ZULWH�RII�
ZRXOG�EH��GLUHFW�IXQGLQJ�RI�KLJKHU�HGXFDWLRQ�WKURXJK�WKH�WHDFKLQJ�JUDQW�ZDV�SUHIHUUHG�
E\�WKHVH�FULWLFV�

2.4.2 Sale of the student loan book
7KH�*RYHUQPHQW�DQQRXQFHG�SODQV�WR�VHOO�WUDQFKHV�RI�WKH�LQFRPH�FRQWLQJHQW�ORDQ�ERRN�
LQ�WKH������$XWXPQ�6WDWHPHQW��,Q�VHFWLRQ�������ZH�GHVFULEHG�WKH�GLI¿FXOWLHV�ZLWK�
HVWLPDWLQJ�GHEW�FROOHFWLRQ��WKLV�DOVR�LPSDFWV�WKH�DELOLW\�WR�YDOXH�WKH�VWXGHQW�ORDQ�ERRN��
,Q�WKH�����V�WKH�/DERXU�*RYHUQPHQW�VROG�WZR����ELOOLRQ�WUDQFKHV�RI�ROG�PRUWJDJH�
VW\OH�ORDQV��WKHVH�ZHUH�VROG�RII�DW�D�KHDYLO\�GLVFRXQWHG�UDWH�112 +RZHYHU��WKH�LQFRPH�

107  House of Commons Business, Innovation and Skills Committee, (July 2014)’ Student Loans Third Report of Session 2014-15’  pg. 7 available at: http://
www.publications.parliament.uk/pa/cm201415/cmselect/cmbis/558/558.pdf

108 Ibid.. 
109 Ibid.. 
110  J Thompson and B Bekhradnia, (December 2013) ‘The cost of the Government’s reforms of the financing of higher education – an update’ HEPI, 

available at: http://www.hepi.ac.uk/2013/12/17/the-cost-of-the-governments-reforms-of-the-financing-of-higher-education-an-update/
111  S Coughlan, (22 July 2014) ‘Student loan system reaches ‘tipping point’, warn MPs’ BBC News available at: http://www.bbc.co.uk/news/

education-28405544 
112 A McGettigan, (2013) ‘The Great University Gamble’ Pluto Press,  pg. 178.
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contingent loans are more complicated and harder to value than the mortgage style 

loans, because every graduate’s repayment schedule will be different.

The Government hoped to achieve three objectives by selling the student loan book: 

  • Lower Public Sector Net Debt (PSND)

  • ‘De-risk’ the Government’s balance sheet

� � ��5DLVH�IXQGV�WR�¿QDQFH�DQ�H[SDQVLRQ�RI�XQGHUJUDGXDWH�SODFHV113

The Government stated that the loan book should only be sold if it “represented value 
for money for the taxpayer” and that the terms and conditions were not changed for 

H[LVWLQJ�ERUURZHUV�114

Witnesses to this inquiry have convinced us that a sale would be undesirable.

7KH�*RYHUQPHQW�KRSHG�WKDW�WKH�¿UVW�WUDQFKH�ZRXOG�EH�VROG�E\���������DQG�JHQHUDWH�
����ELOOLRQ�RI�LQFRPH�RYHU�D�¿YH�\HDU�SHULRG��7KH�SUREOHP�ZLWK�VHOOLQJ�WKH�ORDQV�LV�WKDW�
WKH�ERUURZHU¶V�FRVWV�DUH�¿[HG�SULRU�WR�WKH�VDOH�RI�WKH�ORDQ�ERRN��7KH�LQWHUHVW�UDWHV�DUH�
¿[HG�IRU�WKH�GXUDWLRQ�RI�WKH�ORDQV��DW�53,�RU�EDVH�UDWH�SOXV�����ZKLFKHYHU�LV�ORZHU��7KH�
Commission agrees with arguments given by Dr Andrew McGettigan in his evidence 

WR�WKH�%,6�6HOHFW�&RPPLWWHH�DQG�WR�WKLV�LQTXLU\�WKDW�D�SULYDWH�LQYHVWRU�ZRXOG�EH�YHU\�
XQOLNHO\�WR�EX\�DQ�DVVHW�WKDW�SDLG�D�GLYLGHQG�ORZHU�WKDQ�LQÀDWLRQ�117

Rothschild, the Government’s advisors on the sale of the loan book, estimated that they 

PLJKW�EH�DEOH�WR�VHOO������ELOOLRQ�XQGHU�WKH�FRQWUDFWHG�FRQGLWLRQV��PXFK�ORZHU�WKDQ�WKH�
DLP�RI�����ELOOLRQ���:LWK�WKH�RSWLRQ�RI�FKDQJLQJ�WKH�WHUPV�DQG�FRQGLWLRQV�IRU�ERUURZHUV�
ruled out, the remaining option would be to create a ‘synthetic hedge’ to generate more 

VDOHV���$�V\QWKHWLF�KHGJH�LV�D�¿QDQFLDO�LQVWUXPHQW�ZKHUH�WKH�*RYHUQPHQW�DJUHHV�WR�SD\�
the difference between the interest levels on the loan repayments and the current level 

RI�LQÀDWLRQ��VR�LQYHVWRUV�GR�QRW�ORVH�RXW�DV�D�UHVXOW�RI�ORZ�LQWHUHVW�OHYHOV��'DYLG�:LOOHWWV�
03��LQ�DQ�HYLGHQFH�VHVVLRQ�ZLWK�WKH�%,6�6HOHFW�&RPPLWWHH��QRWHG�WKDW�WKLV�RSWLRQ�LV�
FXUUHQWO\�EHLQJ�H[SORUHG�119

Not only would the Government likely sell the student loan book at a discounted price 

– foregoing a valuable future income stream – but it would also commit to paying an 

XQTXDQWL¿DEOH�DPRXQW�RI�LQWHUHVW�WR�WKH�SULYDWH�LQYHVWRUV�IRU�WKH�IRUHVHHDEOH�IXWXUH����

113  A McGettigan, (December 2013) ‘Briefing prepared for BIS Select Committee appearance, 17 December 2013’  pg.1 available at: http://
andrewmcgettigan.files.wordpress.com/2013/12/bis-select-committee-submission.pdf 

114  Department for BIS, (June 2011) ‘Higher Education: Students at the Heart of the System’ pg. 23 available at: https://www.gov.uk/government/uploads/
system/uploads/attachment_data/file/31384/11-944-higher-education-students-at-heart-of-system.pdf 

115  G Osborne, (December 2013) ‘Chancellor George Osborne’s Autumn Statement 2013 speech’ HM Treasury, available at: https://www.gov.uk/
government/speeches/chancellor-george-osbornes-autumn-statement-2013-speech  

116 Ibid., 84. 
117  House of Commons Business, Innovation and Skills Committee (July 2014)’ Student Loans Third Report of Session 2014-15’  pg. 28 available at: http://

www.publications.parliament.uk/pa/cm201415/cmselect/cmbis/558/558.pdf
118  A McGettigan, (December 2013) ‘Briefing prepared for BIS Select Committee appearance, 17 December 2013’ pg. 1  available at: http://

andrewmcgettigan.files.wordpress.com/2013/12/bis-select-committee-submission.pdf 
119  House of Commons Business, Innovation and Skills Committee, (14 January 2014) ‘Oral evidence: Student Loans’ available at:  http://data.parliament.

uk/writtenevidence/committeeevidence.svc/evidencedocument/business-innovation-and-skills-committee/student-loans/oral/5316.html
120  A McGettigan, (December 2013) ‘Briefing prepared for BIS Select Committee appearance, 17 December 2013’ pg. 5 available at: http://

andrewmcgettigan.files.wordpress.com/2013/12/bis-select-committee-submission.pdf
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The motivation to sell the student loan book to help lower PSND remains a strong pull 
for the Government. PSND does not include illiquid assets, like student loans. This 
means that the money owed to government, an asset, does not reduce PSND, only the 
*RYHUQPHQW¶V�ERUURZLQJ�WR�¿QDQFH�VWXGHQW�ORDQV�LQ�WKH�¿UVW�SODFH�FRXQWV��&DVK�UDLVHG�
from the sale of loan books can be used to reduce PSND. 

Dr McGettigan sums up the political implications of this:

   “7KH�KHDGOLQH�VWDWLVWLFV�±�WKH�GHEW�DQG�WKH�GH¿FLW�±�DUH�XVHG�WR�SUHVHQW�
PDFURHFRQRPLF�FRPSHWHQF\�WR�WKH�SXEOLF�DQG�VR�WKHUH�LV�D�SROLWLFDO�JDLQ�WR�
EH�KDG�IURP�VHOOLQJ�WKH�ORDQV�HYHQ�LI�LW�PHDQV�IRUHJRLQJ�VLJQL¿FDQW�LQFRPH�
VWUHDPV��FRPPLWWLQJ�IXWXUH�JRYHUQPHQWV�WR�VXEVLG\�SD\PHQWV�DQG�WKHUHE\�
UHVXOWLQJ�LQ�D�QHW�ORQJ�UXQ�HFRQRPLF�ORVV�”121

7KH�&RPPLVVLRQ¶V�HYLGHQFH�VXSSRUWV�WKH�%,6�6HOHFW�&RPPLWWHH�DQG�'U�0F*HWWLJDQ¶V�
YLHZV�WKDW�WKH�VDOH�RI�WKH�LQFRPH�FRQWLQJHQW�VWXGHQW�ORDQV�LV�QRW�YLDEOH��,W�ZLOO�EH�SRRU�
value for money for the taxpayer, and this is not a sustainable method for funding 
higher education. The amount of student debt is set to rise dramatically over the next 
10 years and continually selling off tranches of debt to fund higher education is going 
WR�EH�YHU\�GLI¿FXOW��7KHUH�DUH�IHZ�RUJDQLVDWLRQV�WKDW�FDQ�EX\�WKLV�DPRXQW�RI�GHEW��WKH�
PDUNHW�ZLOO�EHJLQ�WR�VDWXUDWH��DQG�PRUH�H[WUHPH�¿QDQFLDO�HQJLQHHULQJ�ZLOO�EH�QHHGHG�WR�
VHOO�RII�WKH�GHEW��6HYHUDO�ZLWQHVVHV�UHÀHFWHG�RQ�WKLV�DUJXPHQW��QRWLQJ�WKH�VLPLODULWLHV�WR�
HYHQWV�LQ�WKH�UXQ�XS�WR�WKH�¿QDQFLDO�FULVLV�
 
7KH�&RPPLVVLRQ�KDV�KHDUG�DOPRVW�XQDQLPRXVO\�WKDW�WKH�VDOH�RI�WKH�VWXGHQW�ORDQ�ERRN�
WR�IXQG�+(�LV�QRW�D�JRRG�LGHD��7KH�*RYHUQPHQW�ZLOO�¿QG�LW�KDUG�WR�JHW�YDOXH�IRU�PRQH\�
and the loan book is a valuable income stream. Holding onto it will protect students and 
provide future opportunities for the Government. 

Recommendation 13
The Government should not sell the student loan book to fund higher education or 
other spending priorities.

2.4.3 Regulation 
The lack of a coherent regulatory framework for English HE is a major risk to the 
¿QDQFLDO�VXVWDLQDELOLW\�RI�WKH�VHFWRU��,Q�RXU�ODVW�UHSRUW��ZH�GLVFXVVHG�WKH�QHHG�IRU�D�
+LJKHU�(GXFDWLRQ�%LOO��WR�FUHDWH�D�OHJLVODWLYH�IUDPHZRUN�IRU�KLJKHU�HGXFDWLRQ�ZKLFK�
could apply to all institutions. The levels of money invested in higher education from 
students, the Government, and taxpayers, and contribution of HE to the economy and 
society merit proper protection for all through a legislative framework. 

A liberalised and expanded student numbers regime will create more volatility in the 

121 Ibid., 6.
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V\VWHP��DV�GLVFXVVHG�LQ��������DQG�¿W�IRU�SXUSRVH�UHJXODWLRQ�ZLOO�EHFRPH�HYHQ�PRUH�
LPSRUWDQW��

7KH�&RPPLVVLRQ�LV�VWLOO�YHU\�FRQFHUQHG�DERXW�WKH�ODFN�RI�SURWHFWLRQ�IRU�VWXGHQWV��
6WXGHQWV�DW�DOWHUQDWLYH�SURYLGHUV�VWLOO�KDYH�QR�DFFHVV�WR�UHGUHVV��DQG�NH\�LQIRUPDWLRQ�LV�
QRW�DYDLODEOH�DW�DOO�LQVWLWXWLRQV��6WXGHQWV�KDYH�OLWWOH�¿QDQFLDO�SURWHFWLRQ�LQ�WKH�HYHQW�RI�
DQ�LQVWLWXWLRQ�IDLOLQJ��

/LDP�%XUQV��IRUPHU�SUHVLGHQW�RI�WKH�186��WROG�WKH�Guardian: 

    “:LWKRXW�SURSHU�OHJLVODWLRQ�\RX�KDYH�PRUH�¿QDQFLDO�SURWHFWLRQ�RQ�D�KROLGD\�
to Magaluf than you do taking out a £27,000 loan and going to university for 
three years.”122

5DWLQJ�DJHQFLHV�DUH�VWLOO�PDNLQJ�FUHGLW�UDWLQJV�EDVHG�RQ�WKH�DVVXPSWLRQ�WKDW�+()&(�ZLOO�
EDLO�RXW�DQ�LQVWLWXWLRQ�LQ�WKH�HYHQW�RI�D�IDLOXUH��,Q�RXU�ODVW�UHSRUW�ZH�DUJXHG�WKDW�+()&(�
LV�QR�ORQJHU�LQ�D�SRVLWLRQ�WR�EDLO�RXW�LQVWLWXWLRQV��DV�LW�GRHV�QRW�KDYH�WKH�UHVRXUFHV�WR�
GR�VR��:H�DUH�ZRUULHG�WKDW�WKLV�LV�OHDGLQJ�WR�DQ�LQÀDWHG�PDUNHW��ZKHUH�XQLYHUVLWLHV�DUH�
EHLQJ�MXGJHG�DV�PRUH�VWDEOH�WKDQ�WKH\�SRWHQWLDOO\�DUH��EHFDXVH�RI�DQ�DVVXPSWLRQ�EHLQJ�
PDGH�E\�WKH�UDWLQJ�DJHQFLHV��$V�PRUH�XQLYHUVLWLHV�VWDUW�WR�WDNH�RXW�ERQGV�WR�LQYHVW�LQ�
LQIUDVWUXFWXUH�RU�PDLQWHQDQFH�ZH�VHH�WKLV�SUREOHP�JURZLQJ�

$V�PHQWLRQHG�LQ�VHFWLRQ�������F���DV�ORQJ�DV�WKHUH�LV�GHPDQG�LQ�WKH�V\VWHP��LW�LV�
SUHVXPHG�E\�UDWLQJ�DJHQFLHV�WKDW�+()&(�ZRXOG�EDLO�RXW�DQ�LQVWLWXWLRQ��2QH�ZLWQHVV�
EHOLHYHG�WKDW�WKH\�ZRXOG�EH�PRUH�OLNHO\�WR�EDLO�RXW�DQ�LQVWLWXWLRQ�ZLWK�VWURQJ�VWXGHQW�
GHPDQG�DQG�SRRU�¿QDQFHV��WKDQ�DQ�LQVWLWXWLRQ�ZLWK�UHDVRQDEOH�¿QDQFHV�WKDW�ZDV�
VWUXJJOLQJ�WR�UHFUXLW�VWXGHQWV��7KLV�FRXOG�VSHOO�WURXEOH�IRU�DUHDV�WKDW�KDYH�D�KLJK�
FRQFHQWUDWLRQ�RI�LQVWLWXWLRQV�

%HWWHU��WDUJHWHG�UHJXODWLRQ�RI�WKH�ZKROH�V\VWHP�ZRXOG�FUHDWH�D�PRUH�¿QDQFLDOO\�
VXVWDLQDEOH�VHFWRU��:LWKRXW�WKLV��WKH�VHFWRU�LV�DW�ULVN�RI�IDLOLQJ�

Recommendation 14
7KH�*RYHUQPHQW�VKRXOG�DFNQRZOHGJH�WKH�LPSRUWDQFH�RI�WKH�UHJXODWRU\�IUDPHZRUN�WR�
WKH�¿QDQFLDO�VXVWDLQDELOLW\�RI�(QJOLVK�+(�DQG�LPSOHPHQW�WKH�UHFRPPHQGDWLRQV�IURP�
WKH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ¶V�UHSRUW�µ5HJXODWLQJ�+LJKHU�(GXFDWLRQ¶�

2.4.4 Investment in higher education
,W�LV�RIWHQ�QRWHG�WKDW�WKH�8.�LQYHVWV�OHVV�WKDQ�RWKHU�FRXQWULHV�LQ�KLJKHU�HGXFDWLRQ�
SURYLVLRQ�123�2(&'�RQ�SDJH����VKRZ�WKDW�8.�VSHQGV������RI�*'3�RQ�WHUWLDU\�HGXFDWLRQ�
FRPSDUHG�WR�WKH�2(&'�DYHUDJH�RI������124

122  S Littlemore (30 January 2012) ‘Is shelving the higher education bill good news or bad for students?’ The Guardian.
123  Although the OECD reports on all the UK nations together, given that England is 85% of the UK – and in Scotland public investment is much greater 

than in England - this can be taken roughly representative of England.
124  These figures could be misleading, as they are from 2010 (the previous funding system), and only measure direct investment. The shift of higher 

education funding from direct grants to universities to support through the loan system does not appear, as what the Government invests in the form of 
debt write off is not interpreted as investment by the OECD. Therefore the ‘Education at a Glance 2015’ report will likely show the UK even lower on the 
levels of public investment in HE as direct investment has reduced again since 2010.  
OECD (September 2014) ‘Education at a Glance 2014: OECD Indicators’, OECD Publishing. pg. 232.



58 Too Good to Fail: The financial sustainability of higher education in England
2. Assessing the current system: risks to financial sustainability

3DUW�RI�WKLV�LV�WR�GR�ZLWK�WKH�ZD\�ZH�IXQG�KLJKHU�HGXFDWLRQ��WKURXJK�D�PL[�RI�SXEOLF�DQG�
SULYDWH�LQYHVWPHQW��DV�GLVFXVVHG�LQ�SUHYLRXV�FKDSWHUV��PRUHRYHU�WKHVH�¿JXUHV�UHODWH�
WR�������*RYHUQPHQW¶V�GLUHFW�LQYHVWPHQW�LQ�WHDFKLQJ��WKURXJK�WKH�+()&(�WHDFKLQJ�
JUDQW��KDV�UHGXFHG�VLQFH�WKH������UHIRUPV�DQG�PDQ\�FRXUVHV�QR�ORQJHU�UHFHLYH�DQ\�
GLUHFW�IXQGLQJ�����,QVWHDG�WKHVH�DUH�IXQGHG�WKURXJK�WXLWLRQ�IHHV�SDLG�E\�VWXGHQWV��7KH�
*RYHUQPHQW�LQYHVWV�LQ�WHDFKLQJ�WKURXJK�WKH�ZULWH�RII�RI�VWXGHQW�WXLWLRQ�ORDQV��EXW�WKLV�
LV�GHHPHG�WR�EH�DQ�LQGLUHFW�LQYHVWPHQW��DQG�WKHUHIRUH�GRHV�QRW�VFRUH�LQ�2(&'�¿JXUHV��

Figure fourteen: Expenditure on educational institution as a percentage of GDP (2011)
Source: OECD, Education at a Glance 2014

7KHUH�LV�D�JURXS�RI�VXEMHFWV�WKDW�VWLOO�UHFHLYH�GLUHFW�IXQGLQJ�IURP�WKH�*RYHUQPHQW�
WKURXJK�+()&(��7KHVH�WHQG�WR�EH�VFLHQFH�RU�HQJLQHHULQJ�VXEMHFWV�WKDW�FRVW�PRUH�WR�

125 A McGettigan, (2013) ‘The Great University Gamble’ Pluto Press,  pg. 26-7.
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put on than classroom based subjects, and certain other Strategically Important and 
Vulnerable Subjects (SIVS). Without the grant for SIVS some universities may struggle 
or be reluctant to offer these courses. The residual grant for SIVS is not necessarily a 
mark of greater value attaching to these courses, but is a recognition of market failure. 
However, some of our witnesses commented that the lack of direct investment in 
teaching across a broad range of courses failed to take account of the levels of public 
good that come with higher education.

This means the Government’s investment in teaching (through HEFCE) decreased 
from £4.3 billion in 2011/12 to £1.6 billion in 2014/15.126 This is a decrease of about 
63%. This is likely to decrease further when the remaining students from the 2006 
tuition fee regime graduate in 2015 and 2016. 

We praise the Government’s ring-fence on the science and research budget throughout 
this period of austerity. However, we were told that funding did not cover the economic 
costs of research. The freeze in cash terms has led to erosion in real terms value, and 
many said they would like to see government and other funding for research begin to 
increase as the economy recovers, to maintain our global competiveness. The Russell 
Group said in written evidence that the public funding levels were worth between £420 
PLOOLRQ�DQG������PLOOLRQ�OHVV�LQ���������WKDQ�LI�WKH\�KDG�EHHQ�LQGH[HG�WR�LQÀDWLRQ�
since 2009/10.127

Views on the importance of research funding and the need to increase this were 
unanimous. However, how we fund research and how research should be prioritised 
were not. There is not a consensus about how concentrated funding should be: whether 
funding should focus on the most research intensive institutions with the greatest 
amount of research activity, or whether efforts should be made to distribute research 
funding more evenly, wherever excellence is found.  

This concentration is demonstrated in a recent Universities UK report on research that 
IRXQG�IURP����������8.�LQVWLWXWLRQV�LQ�WKH�¿IWK�TXLQWLOH��WKH�XSSHU�����RI�WKH�IXQGLQJ�
GLVWULEXWLRQ��UHFHLYHG�����RI�DOO�PDLQVWUHDP�TXDOLW\�UHODWHG�IXQGLQJ�IURP�WKH�IXQGLQJ�
councils, compared to 73% in 2010/11.128 Many believe that further concentration will 
be the result of the funding allocations that emerge following the imminent publication 
of the results of the Research Excellence Framework.

:KLOVW�FRQFHQWUDWLQJ�UHVHDUFK�IXQGLQJ�PD\�EH�PRUH�HI¿FLHQW�LQ�WHUPV�RI�HFRQRPLHV�
of scale, and enhancing the reputation of a subset of English universities, spreading 
research funding to wherever excellence is found allows for an element of dynamism 
in the system and more opportunities for early career researchers to prove themselves. 
The Commission would recommend that good research, wherever it exists in the sector, 
continues to be funded.

126 HEFCE, Annual funding allocations for 2014-15 available at: http://www.hefce.ac.uk/whatwedo/invest/institns/annallocns/
127 Written evidence, the Russell Group 
128  UUK, (June 2014) ‘Research and Postgraduate Research Training’ pg. 17 available at: http://www.universitiesuk.ac.uk/highereducation/

Documents/2014/ResearchAndPGRtraining.pdf 
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Recommendation 15
+LJK�TXDOLW\�UHVHDUFK��ZKHUHYHU�LW�H[LVWV�LQ�WKH�VHFWRU��VKRXOG�FRQWLQXH�WR�EH�IXQGHG�
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What are the alternatives for 
funding higher education?
7KH�&RPPLVVLRQ�EHOLHYHV�WKDW�D�¿QDQFLDOO\�VXVWDLQDEOH�KLJKHU�HGXFDWLRQ�V\VWHP�
LV�DFKLHYDEOH�LQ�ERWK�WKH�VKRUW��DQG�ORQJ�WHUP��)ROORZLQJ�RXU�HDUOLHU�DQDO\VLV��DQG�
UHFRPPHQGDWLRQV�FRQWDLQHG�WKHUHLQ��ZH�KDYH�GHYLVHG�JXLGLQJ�SULQFLSOHV�IRU�D�
VXVWDLQDEOH�V\VWHP��7KHVH�DUH�VHW�RXW�EHORZ��

6XVWDLQDELOLW\�GRHV�QRW�MXVW�PHDQ�WKH�VHFWRU�VLPSO\�VWDQGV�VWLOO�DQG�VXUYLYHV��
6XVWDLQDELOLW\�VKRXOG�DOVR�FRQWDLQ�WKH�DPELWLRQ�IRU�H[SDQVLRQ��LQQRYDWLRQ��DQG�
GHYHORSPHQW��7KXV�RXU�JXLGLQJ�SULQFLSOHV�IRU�¿QDQFLDO�VXVWDLQDELOLW\�FRYHU�WKRVH�
HVVHQWLDO�WR�VXUYLYH�DV�ZHOO�DV�WKULYH��

)RU�VXUYLYDO�WKH�V\VWHP�QHHGV�

� � ���)LQDQFLDO�FRQWULEXWLRQV�IURP�ERWK�SULQFLSDO�SULYDWH�DQG�SXEOLF�EHQH¿FLDULHV�
�VWXGHQWV�DQG�WKH�WD[SD\HU�

� � �� �,QVWLWXWLRQV�WKDW�RSHUDWH�ZLWK�HQRXJK�VXUSOXV�WR�PHHW�WKHLU�QHHGV�DV�VHW�RXW�LQ�
VRXQG�EXVLQHVV�SODQV

� � �� )DLU�IHHV�DQG�SURJUHVVLYH�UHSD\PHQW�PHFKDQLVPV�IRU�VWXGHQWV�

)RU�WKH�NLQG�RI�VXVWDLQDELOLW\�WKDW�DOORZV�WKH�VHFWRU�WR�WKULYH�DQG�GHYHORS�

� � ���$OO�ZKR�ZLVK�WR�DQG�KDYH�WKH�DELOLW\�WR�SDUWLFLSDWH�DUH�DEOH�WR�GR�VR
� � ��:H�PDLQWDLQ�D�ZRUOG�EHDWLQJ��KHDOWK\��ZHOO�¿QDQFHG�UHVHDUFK�VHFWRU
� � ��2XU�V\VWHP�LV�ZHOO�UHJXODWHG��DFFRXQWDEOH�WR�WKH�*RYHUQPHQW�DQG�VWXGHQWV
� � ��*RYHUQPHQW�SURPRWHV�GLYHUVLW\�RI�SURYLVLRQ�DQG�SURYLGHUV

,Q�WKH�UXQ�XS�WR�WKH������HOHFWLRQ��ZH�XUJH�SROLWLFDO�SDUWLHV�WR�HPEUDFH�WKHVH�JXLGLQJ�
SULQFLSOHV��DV�WKH\�UHSUHVHQW�D�VWURQJ�GHJUHH�RI�FRQVHQVXV�WKDW�H[LVWV�LQ�WKH�RIWHQ�
IUDXJKW�KLJKHU�HGXFDWLRQ�SROLF\�GHEDWH�

+RZHYHU��WKHUH�UHPDLQ�JUHDW�LGHRORJLFDO�GLIIHUHQFHV�RQ�KRZ�WR�IXQG�WDXJKW�
XQGHUJUDGXDWH�+(��2QH�GDPDJLQJ�UHVXOW�RI�WKH������UHIRUPV�KDV�EHHQ�WR�OHDYH�SROLWLFDO�
SDUWLHV�DQG�XQLYHUVLWLHV�QHUYRXV�DERXW�\HW�IXUWKHU�UHIRUP�LQ�WKH�VHFWRU��7KLV�DQ[LHW\�LV�
FKDUDFWHULVHG�E\�GLIIHULQJ�RSLQLRQV�DQG�PLVWUXVW��7KHVH�DUH�QRW�OLPLWHG�WR�IXQGLQJ��EXW�
DOVR�EHDU�RQ�WKH�YDOXH�RI�XQLYHUVLW\�DQG�WKH�VWUXFWXUH�RI�WKH�VHFWRU��

7KH�LQWHUJHQHUDWLRQDO�LPSDFW�RI�WKH�SUHVHQW�IXQGLQJ�SROLF\�LV�DOVR�RI�FRQFHUQ��7KLV�
DUJXPHQW�LV�WZRIROG��7KRVH�ZKR�SDUWLFLSDWHG�LQ�KLJKHU�HGXFDWLRQ�ZKHQ�WKHUH�ZHUH�QR�
IHHV��DUH�DVVXPHG�WR�FRQWULEXWH�WR�KLJKHU�HGXFDWLRQ�WKURXJK�KLJKHU�JHQHUDO�WD[DWLRQ��
ZKHUHDV�WKRVH�HQWHULQJ�KLJKHU�HGXFDWLRQ�QRZ�ZLOO�SD\�WZLFH��WKURXJK�ERWK�IHHV�DQG�
KLJKHU�JHQHUDO�WD[DWLRQ��7KLV�DUJXPHQW�UXQV�IRU�IXWXUH�JHQHUDWLRQV�DV�ZHOO��WKRVH�ZKR�
HQWHU�+(�LQ��IRU�H[DPSOH��WHQV�\HDUV�WLPH��ZLOO�SD\�WXLWLRQ�IHHV��FRQWULEXWH�WKURXJK�WD[��
DQG�ZLOO�OLNHO\�KDYH�WR�IXQG�WKH�ZULWH�RII�RI�IHHV�IURP�WKH�JHQHUDWLRQ�EHIRUH��7KH�FRVWV�RI�
KLJKHU�HGXFDWLRQ�DUH�EHLQJ�SDVVHG�DORQJ�WR�WKH�QH[W�JHQHUDWLRQ��DV�ZDV�DFNQRZOHGJHG�
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E\�%XVLQHVV�6HFUHWDU\�9LQFH�&DEOH�DW�/LEHUDO�'HPRFUDW�&RQIHUHQFH�LQ�������+H�VDLG�

 � �³7KHVH�ORVVHV�FU\VWDOOLVH�LQ����WR����\HDUV¶�WLPH���ZKHQ�,¶P�ZHOO�RYHU������,�
shan’t be sitting round, spending the rest of my life worrying about what 
KDSSHQV�LQ�WKH�\HDU������DQG�ZKDWHYHU�LW�LV��,I�\RX�DUH�WHUULEO\�IDVWLGLRXV�
about accounting then the fact that the default rate is now estimated to be 
higher than it was when we introduced the scheme is something [that worries 
some people].”129

7KLV�FRQFHUQ�ZDV�UHLWHUDWHG�E\�RQH�RI�RXU�ZLWQHVVHV��VD\LQJ�WKDW�ZKLOVW�VWXGHQWV�GR�QRW�
QHFHVVDULO\�XQGHUVWDQG�RU�IHHO�D�FRQQHFWLRQ�WR�WKH�PRQH\�WKH\�DUH�VSHQGLQJ�RQ�WXLWLRQ�
QRZ��KRZ�ORQJ�ZLOO�LW�EH�XQWLO�WKH\�GR"�:KDW�IXWXUH�XQVXVWDLQDELOLW\�FRXOG�WKLV�V\VWHP�
KDYH�FUHDWHG"�3ROLWLFDO�SDUWLHV�PXVW�UHPDLQ�WXQHG�WR�WKLV�LQFUHDVHG�LQWHUJHQHUDWLRQDO�
GLVFRQWHQW�

3UHYLRXV�FKDSWHUV�KDYH�GLVFXVVHG�WKH�TXHVWLRQV�UDLVHG�E\�WKH�FXUUHQW�IXQGLQJ�V\VWHP��
DQG�WKH�SUREOHPV�WKDW�LW�LV�FUHDWLQJ�IRU�JRYHUQPHQW��XQLYHUVLWLHV�DQG�VWXGHQWV��

7KH�&RPPLVVLRQ�KDYH�QRW�FRQVLGHUHG�LQ�GHWDLO�FKDQJHV�±��PDMRU�RU�PLQRU�±�WR�WKH�
¿QDQFLDO�VXSSRUW�IRU�PDLQWHQDQFH�WKH�*RYHUQPHQW�SURYLGHV�WR�IXOO�WLPH�XQGHUJUDGXDWH�
VWXGHQWV��,W�LV�WUXH�WKDW�WKLV�VXSSRUW�LV�TXLWH�JHQHURXV�ZKHQ�FRPSDUHG�WR�ZKDW�H[LVWV�LQ�
RWKHU�FRXQWULHV��+RZHYHU��VKRUW�RI�D�UDGLFDO�VKLIW��WKH�VDYLQJV�WKDW�DFFUXH�DUH�XQOLNHO\�WR�
EH�ODUJH�HQRXJK�WR�PDNH�D�ELJ�GLIIHUHQFH�LQ�¿QDQFLDO�WHUPV��FHUWDLQO\�QRW�LQ�WKH�VKRUW�
WHUP��%LJ�FKDQJHV�ZRXOG�KLW�VWXGHQWV��DQG�PRVW�SRWHQWLDO�FKDQJHV�WHQG�WR�H[DFHUEDWH�
WKH�H[LVWLQJ�LQHTXDOLWLHV�WKDW�GLVDGYDQWDJH�VWXGHQWV�IURP�ORZHU�VRFLR�HFRQRPLF�JURXSV�
VHHNLQJ�WR�HQWHU�KLJKHU�HGXFDWLRQ��

,Q�DGGLWLRQ��GXULQJ�WKH�FRXUVH�RI�RXU�LQTXLU\�SURSRVDOV�IRU�DOWHUQDWLYH�PRGHOV�RI�KLJKHU�
HGXFDWLRQ��LQFOXGLQJ�IXQGLQJ�RSWLRQV��ZHUH�PDGH�E\�-RKQ�'HQKDP�03�LQ�D�VSHHFK�WR�
WKH�5R\DO�6RFLHW\�IRU�WKH�HQFRXUDJHPHQW�RI�$UWV��0DQXIDFWXUHV�DQG�&RPPHUFH�DQG�
6KDGRZ�8QLYHUVLWLHV�0LQLVWHU�/LDP�%\UQH�03�LQ�D�SDPSKOHW�IRU�WKH�6RFLDO�0DUNHW�
)RXQGDWLRQ����������*LYHQ�WKDW�ERWK�WKHVH�RSWLRQV�GHSHQG�WR�VRPH�H[WHQW�RQ�SURPRWLRQ�
DQG�DFFHSWDQFH�RI�D�GLIIHUHQW�PRGHO�DQG�HWKRV�IRU�WHUWLDU\�HGXFDWLRQ�LQ�(QJODQG��WKH�
&RPPLVVLRQ�GLG�QRW�H[DPLQH�WKHP�LQ�GHWDLO���+RZHYHU��LQ�WKDW�WKH\�HQYLVDJH�D�PRUH�
GLYHUVH�V\VWHP�DQG�LQFOXGH�LGHDV�WKDW�FRXOG�EHDU�GRZQ�RQ�WKH�FRVWV�RI�KLJKHU�HGXFDWLRQ�
WR�JRYHUQPHQW�DQG�VWXGHQWV��WKH\�DUH�UHOHYDQW�WR�WKH�DUJXPHQWV�VHW�RXW�LQ�WKLV�SDSHU�
DQG�VKRXOG�EH�WDNHQ�LQWR�DFFRXQW�LQ�IXWXUH�GHEDWHV�

:H�KDYH�VHW�RXW�RSWLRQV�EHORZ�WKDW�ZH�IHOW�KDG�WKH�PRVW�PHULW�DQG�EHVW�DGGUHVVHG�
WKH�SUREOHPV�ZLWK�WKH�V\VWHP�WKDW�HPHUJHG�LQ�WKH�HYLGHQFH��,Q�HYHU\�FDVH�WKHUH�ZHUH�
DGYDQWDJHV�DQG�GLVDGYDQWDJHV�WR�WKH�SURSRVDOV�DQG�ZH�KDYH�LQFOXGHG�D�IXOO�DQDO\VLV�RI�
WKH�SRVLWLYH�DQG�QHJDWLYH�LPSOLFDWLRQV�RI�WKH�GLIIHUHQW�PRGHOV���,Q�HDFK�FDVH��ZH�SRLQW�WR�
ZKDW�ZH�EHOLHYH�WR�EH�WKH�EHVW�HYLGHQFH�DYDLODEOH�RQ�WKH�LPSDFW�WKHVH�GLIIHUHQW�RSWLRQV�

129  B Wheeler, (7 October 2014) ‘Vince Cable ‘not losing sleep’ over unpaid student loans’’ BBC News, available at: http://www.bbc.co.uk/news/uk-
politics-29515808

130  J Denham, (January 2014) ‘RSA Lecture – The Cost of Higher Education’ available at: http://johndenham.wordpress.com/articles-speeches-and-essays/
rsa-lecture-the-cost-of-higher-education/ 

131 L Byrne, (28 August 2014) ‘Robbins Rebooted: How we earn our way in the second machine age’ Social Market Foundation.  
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IRU�UHIRUP�ZRXOG�KDYH�RQ�WKH�V\VWHP�DV�D�ZKROH��:KHUH�WKH�HYLGHQFH�LV�ODFNLQJ��ZH�FDOO�
IRU�PRUH�ZRUN�IURP�WKH�SXEOLF�SROLF\�DQG�DFDGHPLF�FRPPXQLWLHV�

+RZHYHU��WKH�&RPPLVVLRQ�GRHV�QRW�VHOHFW�RQH�RSWLRQ��2XU�DQDO\VLV�LV�WKDW�WKH�FXUUHQW�
V\VWHP�LV�QRW�VXVWDLQDEOH�DQG�LW�LV�RXU�LQWHQWLRQ�WR�LQIRUP�WKH�SUHVHQW�GHEDWH��DQG�
PDNH�FOHDU�ZKDW�LV�DFKLHYDEOH�LQ�D�WLPH�RI�DXVWHULW\��DV�ZHOO�DV�ZKDW�PLJKW�EH�GHVLUDEOH�
LQ�WKH�ORQJ�WHUP��:H�XQGHUVWDQG�WKDW�WKH�*RYHUQPHQW�KDYH�UHMHFWHG�WKH�%,6�6HOHFW�
&RPPLWWHH¶V�UHFRPPHQGDWLRQ�WKDW�DQ�XUJHQW�UHYLHZ�RI�WKH�¿QDQFLDO�VXVWDLQDELOLW\�RI�
KLJKHU�HGXFDWLRQ�WDNHV�SODFH��:H�ZH�ZRXOG�XUJH�WKH�*RYHUQPHQW�WR�UHFRQVLGHU�WKLV��,W�
LV�LPSHUDWLYH�WKDW�SROLWLFDO�SDUWLHV�OLVWHQ�WR�RXU�DQDO\VLV�RI�WKH�SUREOHP�±�WKH�UHVXOW�RI�
QLQH�PRQWKV�RI�ULJRURXV�HQJDJHPHQW�ZLWK�DOO�SDUWV�RI�WKH�V\VWHP�±�DQG�PDNH�D�SROLWLFDO�
MXGJHPHQW�RQ�WKH�OHYHUV�WR�SXOO�WR�HQVXUH�RXU�H[FHSWLRQDO�KLJKHU�HGXFDWLRQ�V\VWHP�KDV�
WKH�LQ�EXLOW�VXVWDLQDELOLW\�WR�FRQWLQXH�WR�WKULYH��

Recommendation 16
7KH�FXUUHQW�V\VWHP�IDLOV�WR�PHHW�RXU�WHVW�RI�¿QDQFLDO�VXVWDLQDELOLW\�DQG�IXUWKHU�ZRUN�
QHHGV�WR�EH�XQGHUWDNHQ�WR�DUULYH�DW�D�EHWWHU�KLJKHU�HGXFDWLRQ�IXQGLQJ�PRGHO�
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Maintaining the status quo with or without tweaks to the system
0DLQWDLQLQJ�WKH�VWDWXV�TXR�PD\�SURYH�WKH�PRVW�SROLWLFDOO\�DWWUDFWLYH�RSWLRQ��DV�LW�GRHV�
QRW�UHTXLUH�DQ�LQFUHDVH�LQ�XS�IURQW�IXQGLQJ��8QGHUJUDGXDWH�GHJUHHV�ZLOO�FRQWLQXH�WR�
EH�IXQGHG�WKURXJK�WKH�VHUYLFLQJ�RI�GHEW��UHPDLQLQLQJ�IUDXJKW�ZLWK�DOO�WKH�XQFHUWDLQW\�
GHVFULEHG�LQ�HDUOLHU�FKDSWHUV��

2SWLRQV�IRU�WZHDNLQJ�ZRXOG�QRW�UHTXLUH�GUDPDWLF�FKDQJHV�WR�WKH�PHFKDQLFV�RI�WKH�
V\VWHP��7KHVH�ZRXOG�EH�VLPSOH�FKDQJHV�WR�RQH�SDUW�RI�WKH�H[LVWLQJ�PHFKDQLVP��WR�
DFKLHYH�SDUW�RI�RXU�DLPV��H�J��KHOSLQJ�+(,V��OLIWLQJ�WKH�EXUGHQ�RQ�VWXGHQWV��HWF����
:LWKRXW�LQMHFWLQJ�PRUH�IXQGV�LW�LV�YHU\�GLI¿FXOW�WR�KHOS�HYHU\RQH��DQG�WKHUHIRUH�WKHVH�
WZHDNV�WHQG�WR�OLIW�WKH�EXUGHQ�RQ�RQH�SDUW�RI�WKH�V\VWHP�DW�WKH�H[SHQVH�RI�DQRWKHU�SDUW�

2SWLRQV�WR�OLIW�WKH�EXUGHQ�RQ�JRYHUQPHQW�
� � ���5HGXFH�WKH�JUDGXDWH�HDUQLQJV�WKUHVKROG�IRU�UHSD\PHQW�IURP���������WR�

��������D�\HDU
� � ���6WRS�WKH�UHSD\PHQW�WKUHVKROG�LQFUHDVLQJ�LQ�OLQH�ZLWK�HDUQLQJV�
� � ��,QFUHDVH�LQWHUHVW�UDWH�RQ�VWXGHQW�ORDQV

2SWLRQV�WR�OLIW�WKH�EXUGHQ�RQ�LQVWLWXWLRQV�
� � ��,QGH[�WXLWLRQ�IHHV�ZLWK�LQÀDWLRQ

2SWLRQV�WR�OLIW�WKH�EXUGHQ�RQ�VWXGHQWV�
� � ��5HGXFH�WKH�LQWHUHVW�UDWH�RQ�ORDQV

Positives
8QLYHUVLWLHV�KDYH�VSHQW�D�JUHDW�GHDO�RI�WLPH�DQG�UHVRXUFHV�DGDSWLQJ�WR�WKH�QHZ�V\VWHP��
DGMXVWLQJ�EXVLQHVV�SODQV�DQG�VWUXFWXUHV�LQWHUQDOO\�WR�PHHW�UHTXLUHPHQWV���/LNHZLVH��
WKH�*RYHUQPHQW�KDV�LQYHVWHG�KHDYLO\�LQ�WKH�FKDQJHV��LQFOXGLQJ�FRPPXQLFDWLQJ�WKHP�
WR�VWXGHQWV�DQG�RWKHUV��0DLQWDLQLQJ�WKH�RYHUDOO�V\VWHP�ZRXOG�SURYLGH�VWDELOLW\�DQG�
FRQWLQXLW\�WKDW�PRVW�LQVWLWXWLRQV�ZRXOG�OLNH�

0DNLQJ�VPDOO�FKDQJHV�E\�WLQNHULQJ�ZLWK�WKH�V\VWHP�ZRXOG�PDNH�IXQGLQJ�KLJKHU�
HGXFDWLRQ�PRUH�DIIRUGDEOH�IRU�JRYHUQPHQW�DQG�RU�XQLYHUVLWLHV�ZLWKRXW�WKH�XSKHDYDO�
WKDW�LV�DVVRFLDWHG�ZLWK�FKDQJLQJ�WKH�V\VWHP�HQWLUHO\��7KH�FKDQJHV�DUH�VPDOO�DQG�WDUJHWHG�
DQG�LW�LV�SODXVLEOH�WKDW�WKHUH�ZRXOGQ¶W�EH�WKH�VDPH�ULVN�RI�XQIRUHVHHQ�LPSOLFDWLRQV�DV�
ZRXOG�UHVXOW�IURP�PRUH�IXQGDPHQWDO�V\VWHP�ZLGH�FKDQJHV�

Negatives
,Q�RXU�HYLGHQFH��WKH�PDMRULW\�RI�WKH�VPDOO�FKDQJHV�SURSRVHG�IRFXVVHG�RQ�WDNLQJ�WKH�
EXUGHQ�RII�XQLYHUVLWLHV�DQG�WKH�*RYHUQPHQW�DQG�SODFLQJ�PRUH�RI�LW�RQWR�VWXGHQWV��
7KH�&RPPLVVLRQ�LV�DOUHDG\�FRQFHUQHG�DW�WKH�OHYHO�RI�LQGHEWHGQHVV�DIIHFWLQJ�WRGD\¶V�

Too Good to Fail: The financial sustainability of higher education in England
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JUDGXDWHV�DQG�WKH�OLNHO\�DFWXDO�OHYHOV�RI�UHSD\PHQW�WKDW�ZLOO�EH�UHTXLUHG�HVSHFLDOO\�RI�
PLGGOH�HDUQHUV��6XFK�FKDQJHV�ZRXOG�DGG�WR�WKH�GLI¿FXOWLHV�IRU�JUDGXDWHV��7ZHDNLQJ�WKH�
V\VWHP�WKDW�LV�DOUHDG\�IHOW�E\�PDQ\�WR�EH�RQ�WKH�ZURQJ�SDWK�ZRXOG�RQO\�H[DFHUEDWH�WKH�
SUREOHPV��DQG�FRQWLQXH�WKH�SROLF\�DORQJ�D�MRXUQH\�WKDW�KDV�EHHQ�ULIH�ZLWK�GLVDJUHHPHQW�
DQG�ZRUU\�

Find out more
7KH�,QVWLWXWH�IRU�)LVFDO�6WXGLHV�KDYH�SURGXFHG�LPSUHVVLYH�PRGHOOLQJ�RQ�WKLV�NLQG�RI�
µWZHDNLQJ¶�LQ�WKHLU�SDSHU�Estimating the public cost of student loans. 
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Graduate Tax
$�JUDGXDWH�WD[�KDV�EHHQ�FRQVLGHUHG�E\�WKH�*RYHUQPHQW�RQ�PRUH�WKDQ�RQH�RFFDVLRQ�DV�D�
SRWHQWLDO�URXWH�WR�UHIRUP�KLJKHU�HGXFDWLRQ�IXQGLQJ��7KH�PRVW�H[WHQVLYH�UHFHQW�ZRUN�RQ�
WKLV�KDV�EHHQ�PRGHOOHG�E\�/RQGRQ�(FRQRPLFV�IRU�0LOOLRQ����+HUH�D�JUDGXDWH�WD[�DSSOLHV�
WR�WXLWLRQ�IHHV�RQO\��ZLWK�PDLQWHQDQFH�ORDQV�FRQWLQXLQJ�WR�RSHUDWH�XQGHU�WKH�FXUUHQW�
LQFRPH�FRQWLQJHQW�V\VWHP��

7KLV�PRGHO�HQYLVDJHV�D�SURJUHVVLYH�JUDGXDWH�WD[�RYHU�D����\HDU�SHULRG�

Annual Earnings     % tax payable
%HORZ��������� � � � �� �
��������������� � � � �� �
���������������� � � �� ����
2YHU��������� � � � �� ����

8QGHU�WKLV�V\VWHP��WXLWLRQ�IHHV�ZRXOG�EH�DEROLVKHG�DQG�WKH�+()&(�WHDFKLQJ�JUDQW�
ZRXOG�EH�LQFUHDVHG�WR�������ELOOLRQ�D�\HDU�WR�SUHYHQW�D�GURS�LQ�LQVWLWXWLRQV¶�XQLW�RI�
UHVRXUFH��7KH�*RYHUQPHQW�ZRXOG�QHHG�WR�ERUURZ������ELOOLRQ�WR�IXQG�WKLV��,W�LV�DVVXPHG�
WKDW�WKH�UHYHQXHV�IURP�WKH�JUDGXDWH�WD[�ZRXOG�EH�K\SRWKHFDWHG��GHGLFDWHG��WR�KHOS�
PHHW�WKH�FRVWV�RI�KLJKHU�HGXFDWLRQ��7KH�DEROLWLRQ�RI�WXLWLRQ�IHHV�ZRXOG�JUHDWO\�UHGXFH�
WKH�VWXGHQW�ORDQ�VXEVLG\�WR�DSSUR[LPDWHO\��������VDYLQJ�WKH�([FKHTXHU�������ELOOLRQ�
SHU�FRKRUW�RI�VWXGHQWV�132

Positives
7KLV�LV�DUJXHG�WR�EH�WKH�PRVW�SURJUHVVLYH�IXQGLQJ�UHJLPH�DV�VWXGHQWV¶�FRQWULEXWLRQV�
DUH�GLUHFWO\�OLQNHG�WR�WKH�¿QDQFLDO�EHQH¿WV�WKH\�UHDS�DV�D�UHVXOW�RI�KLJKHU�HGXFDWLRQ��,W�
ZRXOG�EH�WUDQVSDUHQW��DV�JUDGXDWHV�ZLOO�EH�SD\LQJ�EDFN�LQWR�WKH�V\VWHP�WR�IXQG�KLJKHU�
HGXFDWLRQ�DV�D�ZKROH��7KLV�V\VWHP�GRHV�QRW�QHHG�WR�EH�XSUDWHG�ZLWK�LQÀDWLRQ��7KLV�
V\VWHP�ZRXOG�NHHS�EDUULHUV�WR�HQWU\�GRZQ��DV�WKHUH�ZRXOG�VWLOO�EH�QR�XSIURQW�FRVWV�IRU�
WXLWLRQ�DQG�LQGHEWHGQHVV�ZRXOG�IDOO�DZD\��WR�EH�UHSODFHG�E\�D�IXWXUH�WD[�OLDELOLW\�

Negatives
7KLV�H[DPSOH�KDV�WKH�SD\PHQW�OHYHO�VWDUWLQJ�DW�D�YHU\�ORZ�VDODU\�OHYHO��EHORZ�HYHQ�D�IXOO�
WLPH�MRE�RQ�WKH�1DWLRQDO�0LQLPXP�:DJH��ZKLFK�ZRXOG�FRPPDQG�D�VDODU\�DSSURDFKLQJ�
��������D�\HDU���$�PRUH�UHDOLVWLF�SD\PHQW�WKUHVKROG�RI���������WR���������ZRXOG�
UHGXFH�WKH�UHYHQXH�DQG�LQFUHDVH�WKH�ERUURZLQJ�UHTXLUHPHQW��7R�WUDQVLWLRQ�WR�D�JUDGXDWH�
WD[�V\VWHP�ZRXOG�UHTXLUH�WKH�*RYHUQPHQW�WR�SXW�PRUH�PRQH\�LQWR�XQLYHUVLWLHV�IRU�D�
QXPEHU�RI�\HDUV�WR�PDNH�XS�IRU�WKH�VKRUWIDOO�LQ�XQLYHUVLW\�LQFRPH��7KH�WD[�ZRXOG�EH�
SDLG�WR�WKH�([FKHTXHU�DORQJ�ZLWK�DOO�RWKHU�WD[HV��+\SRWKHFDWLRQ�KDV�QRW�EHHQ�FRPPRQ�
RU�VXFFHVVIXO�LQ�WKH�8.�WD[�V\VWHP�DQG�ZLWKRXW�LW�IXQGV�PLJKW�EH�GLYHUWHG�WR�RWKHU�
JRYHUQPHQW�SULRULWLHV��OHDYLQJ�XQLYHUVLWLHV�XQGHUIXQGHG��

 
Option 2

132  Million+ and London Economics, (May 2013) ‘Do the alternatives add up?’ pg. 17 available at: http://www.millionplus.ac.uk/documents/reports/HE_
Funding_in_England_-_Do_the_alternatives_add_up.pdf
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Those who move overseas after graduation would fall out of the payment system unless 
a separate system was retained perhaps based on income contingent loans, to try and 
track and receive these payments after graduates move abroad.  This system means that 
there is no direct relationship at all between what the graduate pays back and what their 
tuition costs.

Find out more
Million+ in partnership with London Economics in their paper Do the alternatives add 
up? have continued to provide strong evidence on the graduate tax option.
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Lowering fees, increasing government grant
/RZHULQJ�IHHV�DQG�LQFUHDVLQJ�WKH�+()&(�JUDQW�KDV�EHHQ�SXEOLFO\�GHEDWHG�LQ�WKH�UXQ�XS�
WR�WKH������$XWXPQ�3DUW\�&RQIHUHQFH�VHDVRQ�

$JDLQ��0LOOLRQ��KDYH�XQGHUWDNHQ�UHFHQW�PRGHOOLQJ�RQ�WKLV�VROXWLRQ�ZLWK�/RQGRQ�
(FRQRPLFV��,I�IHHV�ZHUH�UHGXFHG�WR��������D�\HDU��LW�LV�SUHGLFWHG�WKDW�XQLYHUVLWLHV�ZRXOG�
ORVH�DSSUR[LPDWHO\�������ELOOLRQ�LQ�LQFRPH��7KLV�UHIRUP�KDV�EHHQ�HVWLPDWHG�WR�LQFUHDVH�
VWXGHQW�QXPEHUV�E\���������ZKLFK�ZRXOG�FRVW�DQ�H[WUD������PLOOLRQ��%\�UHGXFLQJ�IHHV�
WR���������XQLYHUVLWLHV�ZRXOG�QR�ORQJHU�EH�UHTXLUHG�WR�SD\�D�SHUFHQWDJH�RI�IHHV�WR�2))$�
WR�IXQG�EXUVDULHV�DQG�VFKRODUVKLSV��D�VDYLQJ�RI������PLOOLRQ�133

7KH�*RYHUQPHQW�ZRXOG�QHHG�WR�PDNH�XS�WKH�GLIIHUHQFH�EHWZHHQ�WKH�ORZHU�IHHV�DQG�WKH�
SUHVHQW���������,I�ORZHU�IHHV�VHW�DW��������ZHUH�LQWURGXFHG�WKH�HVWLPDWHG�WR�FRVW�WR�WKH�
*RYHUQPHQW�ZRXOG�EH�������ELOOLRQ��,Q�0LOOLRQ�¶V�PRGHOOLQJ��WKH�JDS�EHWZHHQ���������
DQG��������IHHV�FRXOG�EH�EULGJHG�EHFDXVH�WKH�VWXGHQW�ORDQ�VXEVLG\�ZRXOG�IDOO�WR�������
DQG�WKH�LQWHUHVW�UDWHV�RQ�VWXGHQW�ORDQ�UHSD\PHQWV�FRXOG�EH�LQFUHDVHG�

Positives
/RZHU�IHHV�ZRXOG�PHDQ�WKDW�VWXGHQWV�JUDGXDWH�ZLWK�OHVV�GHEW��$�JUHDWHU�SHUFHQWDJH�RI�
VWXGHQWV�ZRXOG�SD\�RII�WKHLU�ORDQV�HQWLUHO\�DQG�OHVV�PRQH\�ZRXOG�KDYH�WR�EH�ZULWWHQ�RII�
E\�WKH�*RYHUQPHQW��$Q�LQFUHDVH�LQ�WKH�+()&(�JUDQW�ZRXOG�UHSUHVHQW�SXEOLF�LQWHUHVW�
LQ�KLJKHU�HGXFDWLRQ�LQ�D�PRUH�WUDQVSDUHQW�ZD\��WKDQ�XVLQJ�PRQH\�WR�VHUYLFH�VWXGHQW�
GHEW��7KH�8.�ZRXOG�ULVH�LQ�LQWHUQDWLRQDO�UDQNLQJV�VXFK�DV�WKH�2(&'�µEducation at 
Glance¶�UHSRUWV��DV�GLUHFW�LQYHVWPHQW�LQ�+(�LV�UHFRUGHG�E\�WKHLU�PHWULFV�ZKHUHDV�ZULWLQJ�
RII�GHEW�LVQ¶W��6WXGHQWV��LQ�RXU�IRFXV�JURXSV�WKRXJKW�GLUHFW�LQYHVWPHQW�LQ�XQLYHUVLWLHV�
ZDV�SUHIHUDEOH�WR�LQGLUHFW�VXEVLG\�WKURXJK�GHEW�ZULWH�RII��8QGHU�WKLV�V\VWHP�WKH�
*RYHUQPHQW�ZRXOG�KDYH�PRUH�FRQWURO�RI�LWV�RZQ�¿QDQFHV��DV�WKH�VWXGHQW�ORDQ�VXEVLG\�
ZRXOG�EH�ORZHU�DQG�OHVV�YRODWLOH��DOORZLQJ�IRU�PRUH�VWDEOH�¿QDQFLDO�SODQQLQJ�

Negatives
8QLYHUVLWLHV��JHQHUDOO\��SUHIHU�WR�UHFHLYH�PRQH\�IURP�VWXGHQWV�LQ�WKH�IRUP�RI�WXLWLRQ�IHHV��
UDWKHU�WKDQ�JUDQWV�IURP�JRYHUQPHQW�134��7KH\�DUJXH�WKDW�LQFRPH�WKURXJK�IHHV�LV�PRUH�
UHOLDEOH�DQG�JLYHV�WKHP�PRUH�FRQWURO�DQG�DXWRQRP\�WKDQ�JUDQWV�IURP�JRYHUQPHQWV��DV�
WKH\�DUH�VXEMHFW�WR�SROLWLFDO�YDJDULHV��7XLWLRQ�IHH�LQFRPH�DOORZV�WKHP�WR�PDNH�ORQJHU�
WHUP�¿QDQFLDO�SODQV�

7KLV�SURSRVDO�EHQH¿WV�WKH�EHWWHU�RII��LQ�WKDW�KLJKHU�HDUQLQJ�JUDGXDWHV�KDYH�OHVV�GHEW�
to repay whereas lower earning graduates would repay a higher proportion of what 
WKH\�ERUURZ��7KH�PRQH\�VDYHG��IURP�D�UHGXFHG�VWXGHQW�ORDQ�VXEVLG\�LV�DFFRXQWHG�
IRU�GLIIHUHQWO\�IURP�WKH�PRQH\�WKH�*RYHUQPHQW�ZRXOG�EH�UHTXLUHG�WR�UDLVH�WR�UHVWRUH�
+()&(�JUDQW�WR�PDNH�XS�IRU�WKH�ORVV�RI�WXLWLRQ�IHH�LQFRPH��FDVWLQJ�GRXEW�RQ�ZKHWKHU�

 
Option 3

133 Ibid., 13.
134  Some VCs have indicated privately that they would be happy to change to more HEFCE grant, but acknowledged this view wasn’t too popular with their 

colleagues 
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it would be made available. It is unclear whether the Government would make up the 
full difference, or if they would attach requirements to the funding. This is a particular 
concern of Vice-Chancellors, as this would be a good opportunity for the Government to 
UHDVVHUW�VRPH�OHYHUDJH�LW�ORVW�ZLWK�WKH�UHGXFWLRQ�RI�WKH�WHDFKLQJ�JUDQW��6WXGHQWV¶�LQÀXHQFH�
within an institution could decrease correspondingly with the decrease in fees, as they 
might be less able to use high fees as leverage for better teaching, facilities etc. For the 
students that had £9,000 tuition fees some sort of amnesty would probably have to be 
offered, likely in the form of loan forgiveness, adding cost to the proposal. 

Find out more
Once again, Million+ in partnership with London Economics in their paper Do the 
alternatives add up? have completed the most comprehensive work on this option.
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Lifting the fee cap 
$Q�LQFUHDVH�RU�UHPRYDO�RI�WKH�WXLWLRQ�IHH�FDS�KDV�EHHQ�DGYRFDWHG�E\�D�UDQJH�RI�
XQLYHUVLWLHV�LQ�(QJODQG��FLWLQJ�WKDW�WKHLU�SURYLVLRQ�FRVWV�PRUH�WKDQ�WKH�FXUUHQW��������
IHHV��

8QLYHUVLWLHV�DOVR�DUJXH�WKDW�WKH��������IHH�FDS�VKRXOG�LQFUHDVH��DV�LQÀDWLRQ�LV�LPSRVLQJ�
D�UHDO�WHUPV�FXW��,W�KDV�EHHQ�HVWLPDWHG�WKDW�WKH��������FDS�LPSRVHG�LQ������LV�QRZ�
HTXLYDOHQW�WR��������DV�D�UHVXOW�RI�LQÀDWLRQ�

Positives
8QLYHUVLWLHV�ZRXOG�EH�DEOH�LQFUHDVH�WKHLU�IHHV��DQG�FRYHU�WKH�FRVWV�RI�SURYLVLRQ��)HHV�
FRXOG�EH�GLIIHUHQWLDWHG�DW�WKH�GLVFUHWLRQ�RI�XQLYHUVLWLHV�UHÀHFWLQJ�WKHLU�RZQ�WHDFKLQJ�
FRVWV�RU�ZKDW�WKH�PDUNHW�PLJKW�EHDU�LQ�WHUPV�RI�HPSOR\PHQW�RXWFRPHV�IRU�WKHLU�
JUDGXDWHV��8QLYHUVLWLHV�ZRXOG�EH�DEOH�WR�FRPSHWH�RQ�D�JOREDO�VFDOH�DV�LQFUHDVHG�LQFRPH�
ZRXOG�HQDEOH�WKHP�WR�UHFUXLW�PRUH�DQG�RU�EHWWHU�VWDII�DQG�VXSSRUW�UHVHDUFK�RXWFRPHV��
,I�WKH�*RYHUQPHQW�XVHG�WKLV�DV�DQ�RSSRUWXQLW\�WR�FXW�LWV�IXQGLQJ�IXUWKHU�LW�FRXOG�OHDG�WR�
UHGXFWLRQ�LQ�361'��JLYHQ�WKH�PHFKDQLFV�RI�DFFRXQWLQJ�IRU�VWXGHQW�ORDQV��

Negatives
/LIWLQJ�WKH�IHH�FDS�ZLOO�LQFUHDVH�VWXGHQW�GHEW�DQG�WKH�QXPEHU�RI�VWXGHQWV�ZKR�KDYH�GHEW�
ZULWWHQ�RII��DV�ZHOO�DV�WKH�WRWDO�DPRXQW�RI�PRQH\�QHHGHG�E\�JRYHUQPHQW�WR�VXEVLGLVH�
WKH�ORDQV��,)6�PRGHOOLQJ�VKRZV�WKDW�OLIWLQJ�WKH�WXLWLRQ�IHH�FDS�ZRXOG�VXEVWDQWLDOO\�
LQFUHDVH�WKH�VWXGHQW�ORDQ�VXEVLG\��DQ�LQFUHDVH�WR���������ZRXOG�LQFUHDVH�WKH�VWXGHQW�
ORDQ�VXEVLG\�IURP��������WKHLU�EDVHOLQH��WR��������PHDQLQJ�WKH�*RYHUQPHQW�ZRXOG�EH�
ZULWLQJ�RII�PRUH�WKDQ�LW�ZDV�UHFHLYLQJ�LQ�SD\PHQWV��7KLV�DGGV�VXEVWDQWLDOO\�WR�WKH�FRVWV�
WR�JRYHUQPHQW�

,W�LV�XQFOHDU�ZKDW�LPSDFW�WKLV�ZRXOG�KDYH�RQ�VWXGHQW�GHPDQG��LW�LV�PRUH�WKH�µXQNQRZQ¶�
IDFWRU�WKDW�VFRUHV�DV�D�QHJDWLYH�KHUH���3UHYLRXV�H[SHULHQFH�VKRZV�WKDW�LQFUHDVLQJ�IHHV�OHG�
WR�DQ�LQFUHDVH�LQ�VWXGHQW�GHPDQG�WKH�\HDU�EHIRUH�WKH�IHHV�ZHQW�XS�DQG�D�GLS�LQ�HQWUDQWV�
LQ�WKH�\HDU�RI�WKH�IHH�LQFUHDVH��7KLV�VRRQ�UHWXUQHG�WR�WKH�SUH�UHIRUP�WUHQG�RI�LQFUHDVHV�
LQ�XQGHUJUDGXDWH�GHPDQG��7KH�ODFN�RI�SULFH�VHQVLWLYLW\�LQ�WKH�V\VWHP�DOVR�PHDQV�WKDW�
VWXGHQWV�PLJKW�QRW�EH�DV�DZDUH�RI�WKH�LQFUHDVH�DQG�WKH�UHODWHG�GHEW�

8QLYHUVLWLHV�DUH�VD\LQJ�WKDW�WKH��������IHH�FDS�LV�QRW�FRYHULQJ�DYHUDJH�FRVWV��KRZHYHU�
WKHUH�KDV�EHHQ�OLWWOH�HYLGHQFH�WR�VXSSRUW�WKLV��DQG�HYLGHQFH�IURP�DOWHUQDWLYH�SURYLGHUV�DQG�
)(�SURYLGHUV�PDNHV�LW�FOHDU�WKDW�FHUWDLQ�FRXUVHV�FDQ�EH�GHOLYHUHG�IRU�VXEVWDQWLDOO\�OHVV��

 
Option 4
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Find out more
There is some work from the Institute for Fiscal Studies on this option, but the best 
evidence will likely come from Australia, where the Government plans to deregulate fees. 
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Hybrid system
7KURXJK�RXU�ZRUN�D�K\EULG�V\VWHP�HPHUJHG�WKDW�VHHNV�WR�FRPELQH�HOHPHQWV�RI�D�
QXPEHU�RI�PRGHOV��8QGHU�WKLV�V\VWHP��VWXGHQWV�ZRXOG�KDYH�D�\HDUO\�DOORFDWLRQ�RI�
XQGHUJUDGXDWH�WXLWLRQ�IHH�ORDQ�RI��VD\���������HDFK�\HDU�IRU�WKH�QXPEHU�RI�\HDUV�WKHLU�
FRXUVH�ODVWV��,Q�DGGLWLRQ��DOO�FLWL]HQV�ZRXOG�KDYH�D�OLIHORQJ�OHDUQLQJ�SRW�RI��VD\����������
WR�EH�XVHG�IRU�DQ\�OHYHO���DQG�DERYH�TXDOL¿FDWLRQ�RYHU�WKH�FRXUVH�RI�D�SHUVRQ¶V�OLIH��
6WXGHQWV�FRXOG�XVH�WKLV�IRU�SRVWJUDGXDWH�HGXFDWLRQ��UHWUDLQLQJ�ODWHU�LQ�OLIH��RU�XSVNLOOLQJ�
WKURXJK�&3'�FRXUVHV��7KLV�ZRXOG�EH�FRPSDUDEOH�WR�$XVWUDOLD¶V�µOLIHWLPH�ORDQ�DOORFDWLRQ¶��

8QLYHUVLWLHV�ZRXOG�EH�DEOH�WR�FKDUJH�WXLWLRQ�IHHV�RYHU���������EXW�IRU�HYHU\��������
FKDUJHG�DERYH�WKLV�µVRIW�FDS¶�WKH\�ZRXOG�EH�UHTXLUHG�WR�SD\�EDFN�WR�WKH�*RYHUQPHQW�D�
SURSRUWLRQ�RI�WKH�VHFWRU�ZLGH�VWXGHQW�ORDQ�VXEVLG\�±�D�IRUP�RI�OHY\��7KH�DLP�ZRXOG�EH�
WR�LQFHQWLYLVH�XQLYHUVLWLHV�WR�WDNH�FROOHFWLYH�UHVSRQVLELOLW\�IRU�HQVXULQJ�HI¿FLHQF\�DQG�
YDOXH�IRU�PRQH\�

7R�DYRLG�WKH�OHY\�DPRXQW�VKLIWLQJ�GUDPDWLFDOO\�IURP�\HDU�WR�\HDU��WKLV�¿JXUH�ZRXOG�EH�
D�UHÀHFWLRQ�RI�WKH�VWXGHQW�ORDQ�VXEVLG\�DQG�QRW�DQ�H[DFW�FDOFXODWLRQ��7KH�*RYHUQPHQW�
ZRXOG�KDYH�WR�GHFLGH�DQG�MXVWLI\�WKH�OHYHO�DW�ZKLFK�WKLV�LV�VHW��

7KH�OHY\�ZRXOG�JURZ�DV�WXLWLRQ�IHHV�LQFUHDVHG�DERYH���������UHÀHFWLQJ�WKH�IDFW�WKDW�
KLJKHU�IHHV�DQG�IHH�ORDQV�LQFUHDVH�WKH�FRVWV�WR�JRYHUQPHQW�DQG�OHDG�WR�KLJKHU�UDWHV�
RI�QRQ�UHSD\PHQW�IURP�JUDGXDWHV��7KLV�JURZWK�±�UDWKHU�OLNH�WKDW�SURSRVHG�LQ�/RUG�
%URZQH¶V�UHYLHZ����±�ZRXOG�FUHDWH�D�QDWXUDO�FDS�WKDW�XQLYHUVLWLHV�ZRXOG�QRW�H[FHHG��DV�
WKH�PDUJLQDO�UDWH�RI�WKH�OHY\�ZRXOG�OHDYH�WKHP�UHFHLYLQJ�YHU\�OLWWOH�DGGLWLRQDO�PRQH\�

7KLV�VXJJHVWLRQ�UHTXLUHV�IXUWKHU�ZRUN��LQFOXGLQJ�RQ�PRGHOOLQJ�OHYHOV�RI�UHSD\PHQW�DQG�
LQWHUHVW�UDWHV�DQG�RQ�WKH�OLNHO\�EHKDYLRXUV�RI�XQLYHUVLWLHV�DQG�VWXGHQWV�LQ�WKLV�V\VWHP�

Positives
)RU�VWXGHQWV��WKLV�FRXOG�LQFHQWLYLVH�XQLYHUVLWLHV�WR�NHHS�WKHLU�SULFHV�ORZ��UHGXFLQJ�WKHLU�
IHHV�IURP�FXUUHQW�OHYHOV��DQG�FRUUHVSRQGLQJ�GHEW��7KHUH�VKRXOG�EH�PRUH�YDULDWLRQ�LQ�IHH�
OHYHOV�DFFRUGLQJ�WR�FRVWV�DQG�WR�WKH�OLNHO\�EHQH¿WV�WR�JUDGXDWHV�IURP�DWWHQGLQJ�SDUWLFXODU�
LQVWLWXWLRQV�RU�VWXG\LQJ�SDUWLFXODU�FRXUVHV��1RW�RQO\�GRHV�D�OHY\�NHHS�IHHV�ORZHU��EXW�
XQLYHUVLWLHV�ZRXOG�ZDQW�WKHLU�EHVW�VWXGHQWV�WR�VWD\�RQ�WR�VWXG\�DW�SRVWJUDGXDWH�OHYHO��,I�
WKHLU�IHHV�DUH�VXEVWDQWLDOO\�KLJKHU�WKDQ���������VWXGHQWV�ZRXOG�KDYH�WR�XVH�WKHLU�OLIHORQJ�
OHDUQLQJ�SRW�WR�PDNH�XS�WKH�GLIIHUHQFH��+LJK�IHH�XQLYHUVLWLHV�ZRXOG�EH�OHVV�DEOH�WR�
UHFUXLW�WKHVH�VWXGHQWV�

7KH�SURSRVDO�EULQJV�LQ�HOHPHQWV�RI�D�JRYHUQPHQW�EDFNHG�SRVWJUDGXDWH�ORDQ�V\VWHP��
$QG�WKH�SURSRVDO�RIIHUV�D�ORQJ�WHUP�ZD\�WKURXJK�WR�UHPRYH�WKH�UHFHQW�(/4�SROLF\�WKDW�
FRQWULEXWHG�WR�WKH�GHFOLQH�LQ�SDUW�WLPH�VWXGHQWV�

 
Option 5

135  ‘Securing a sustainable future for higher education: An Independent Review of Higher Education Funding & Student Finance’ (October 2010) The 
Browne Review available at: https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/31999/10-1208-securing-sustainable-
higher-education-browne-report.pdf
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Businesses could be encouraged to aid employees with extra training. The lifelong 
learning pot means more leverage for employees to ask for match funding or top-ups to 
make up for any differences in tuition and loan available.

Negatives
This proposal relies on universities and students responding to nuanced incentives, 
which historically has not happened as policymakers have intended. Students told us 
that they were not keen to see the fee differentiation that would probably result. The 
proposition is complex.

Students would have to be very savvy with their funding pot under this system. 
,QH[SHULHQFH�ZLWK�¿QDQFHV�DQG�RU�SRRU�FDUHHUV�DGYLFH�FRXOG�OHDG�WR�VWXGHQWV�PDNLQJ�
decisions based on poor information. Our evidence shows that students are not eager to 
WDNH�RQ�DGGLWLRQDO�¿QDQFLDO�UHVSRQVLELOLW\��

Institutions with strong reputations could increase fees to the maximum as a 
way of passing the costs of the levy on to students. The arrangements could thus 
HPSKDVLVH�WKH�H[LVWLQJ�VWUDWL¿FDWLRQ�LQ�WKH�+(�V\VWHP��GLVDGYDQWDJLQJ�XQLYHUVLWLHV�
with weaker reputations.

The proposal would require more detailed work on the right level to pitch the 
lifelong learning pot, the likely costs of funding fees over £6,000 and the spending 
consequences over time for Government of entitling adults to an amount of money 
without restriction on when they choose to deploy it. 

Find out more
The notion of a levy on universities is seen in the Browne report Securing a sustainable 
future for higher education: an independent review of higher education funding & 
VWXGHQW�¿QDQFH and the lifelong learning pot is discussed in the University Alliance 
in their report HELP UK: A new Higher Education Loan Programme adding to the 
debate on funding.
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Differential fees
'LIIHUHQWLDO�IHHV�DFURVV�FRXUVHV�DQG�RU�LQVWLWXWLRQV�ZRXOG�DOORZ�IRU�WKH�FRVWV�RI�
SURYLVLRQ�DQG�SRWHQWLDO�JUDGXDWH�HDUQLQJV�WR�EH�EHWWHU�UHÀHFWHG�LQ�WXLWLRQ�IHHV��
(PSOR\PHQW�RXWFRPHV�YDU\�FRQVLGHUDEO\�DFURVV�FRXUVHV�DQG�LQVWLWXWLRQV�

7KH�FXUUHQW�+()&(�VXEMHFW�EDQGV�FRXOG�EH�XVHG�WR�VHW�GLIIHUHQW�WXLWLRQ�IHH�OHYHOV��7KH�
ORZHVW�VXEMHFWV��LQ�EDQG�'�WKDW�UHFHLYH�QR�VXSSRUW�IURP�JRYHUQPHQW�FRXOG�KDYH�D�IHH�
FDS�RI��������DQG�WKLV�FRXOG�LQFUHDVH�E\��������ZLWK�HDFK�EDQG�LQFUHDVLQJ�WKH�WXLWLRQ�
FDS�RQ�EDQG�$�VXEMHFWV�WR���������

7KH�IRUWKFRPLQJ�SURMHFW�Estimating the Human Capital of Graduates�E\�3URIHVVRU�
$QQD�9LJQROHV��3URIHVVRU�/RUUDLQH�'HDUGHQ�DQG�3URIHVVRU�1HLO�6KHSKDUG��FRXOG�EH�
XVHG�WR�LQGLFDWH�WKH�VWXGHQW�ORDQ�VXEVLG\�DV�LW�DSSOLHV�WR�LQGLYLGXDO�LQVWLWXWLRQV�DFURVV�
WKH�8.��7KH�GDWD�KDV�WKH�SRWHQWLDO�WR�KHOS�GLIIHUHQWLDWH�EHWZHHQ�LQVWLWXWLRQV�ZLWK�WKH�
EHVW�HPSOR\PHQW�RXWFRPHV�DQG�ZKLFK�XQLYHUVLWLHV�VKRXOG�EH�DEOH�WR�FKDUJH�JUHDWHU�
IHHV�DV�D�UHVXOW�

Positives
'LIIHUHQWLDO�IHHV�IRU�FRXUVHV�ZRXOG�DOORZ�XQLYHUVLWLHV�WR�FKDUJH�UDWHV�WKDW�EHWWHU�UHÀHFW�
WKH�FRVW�RI�VXEMHFW�GHOLYHU\��7KLV�ZRXOG�FUHDWH�D�PRUH�WUDQVSDUHQW�V\VWHP�ZLWK�OHVV�
FURVV�VXEVLG\�EHWZHHQ�VXEMHFWV�

6WXGHQWV�ZLWK�KLJKHU�HPSOR\PHQW�SURVSHFWV�ZRXOG�EH�FKDUJHG�PRUH��\HW�ZRXOG�EH�PRUH�
OLNHO\�WR�SD\�RII�WKHLU�ORDQV��DV�D�UHVXOW�RI�WKH�JUDGXDWH�HDUQLQJ�SUHPLXP��6WXGHQWV�ZKR�
DUH�OLNHO\�WR�HDUQ�OHVV�ZRXOG�KDYH�OHVV�GHEW�DQG�WKRVH�OLNHO\�WR�HDUQ�PRUH�ZRXOG�KDYH�
PRUH�GHEW��,I�IHHV�ZHUH�WR�GLIIHU�EHWZHHQ�LQVWLWXWLRQV��WKH�FRVWV�RI�SURYLVLRQ�IRU�GLIIHUHQW�
V\VWHPV��VXFK�DV�WKH�2[EULGJH�FROOHJH�V\VWHP��ZRXOG�EH�UHFRJQLVHG��DQG�WKHUH�ZRXOG�
EH�LQFHQWLYHV�IRU�LQVWLWXWLRQV�WR�LQFUHDVH�WKH�HPSOR\PHQW�SURVSHFWV�RI�JUDGXDWHV�DV�WKH\�
ZRXOG�WKHQ�EH�DEOH�WR�LQFUHDVH�IHHV�DV�D�UHVXOW�

Negatives
7KLV�SURSRVDO�LPSOLHV�D�VXEVWDQWLDO�GHJUHH�RI�VWDWH�FRQWURO�DQG�LQWHUYHQWLRQ�RQ�WKH�
SULFHV�XQLYHUVLWLHV�PD\�FKDUJH��,I�IHHV�GLIIHUHG�IRU�FRXUVHV��WKLV�FRXOG�OHDG�WR�D�GHFUHDVH�
LQ�UHFUXLWPHQW�IRU�67(0�VXEMHFWV�DV�WKH�VWLFNHU�SULFH�IRU�WKHVH�FRXUVHV�ZRXOG�EH�KLJKHU���
$V�DQ�DUHD�WKDW�KDV�EHHQ�LGHQWL¿HG�DV�D�SULRULW\�IRU�WKH�QDWLRQ�WR�UHPDLQ�HFRQRPLFDOO\�
FRPSHWLWLYH��WKLV�ZRXOG�EH�GHWULPHQWDO�

'LIIHUHQW�IHHV�DFURVV�LQVWLWXWLRQV�ZRXOG�ULVN�FUHDWLQJ�D�WZR�WLHU�V\VWHP�LQ�KLJKHU�
HGXFDWLRQ��7KHUH�LV�D�IHDU�WKDW�WKLV�ZRXOG�KDYH�UHSHUFXVVLRQV�IRU�VRFLDO�PRELOLW\��:KLOVW�
ZH�DUH�VWLOO�DZDLWLQJ�WKH�UHVHDUFK�RQ�VWXGHQW�ORDQ�VXEVLGLHV�IRU�LQVWLWXWLRQV��%,6�UHVHDUFK�
KDV�VKRZQ�WKDW�RQFH�$�OHYHO�JUDGHV�DQG�EDFNJURXQG�DUH�DFFRXQWHG�IRU�WKH�GLIIHUHQFH�
LQ�JUDGXDWH�HDUQLQJV�EHWZHHQ�WKH�µHOLWH¶�DQG�µSRVW�����¶�XQLYHUVLWLHV�LV�PLQLPDO��
'LIIHUHQWLDO�IHHV�ZRXOG�H[DFHUEDWH�WKHVH�SHUFHSWLRQV�

 
Option 6
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Our evidence has shown that students do not like differential fees. This is because 
of the association of high cost equalling high quality and a notion that a degree, as a 
TXDOL¿FDWLRQ��LV�ZKDW�WKH\�DUH�SD\LQJ�IRU�DV�RSSRVHG�WR�D�FDUHHU�

Find out more
The research undertaken by Professor Anna Vignoles, Professor Lorraine Dearden and 
3URIHVVRU�1HLO�6KHSKDUG�RQ�Estimating the Human Capital of Graduates�FRXOG�KHOS�
XQLYHUVLWLHV�GHFLGH�ZKHUH�WR�VHW�WKHLU�IHHV��7KLV�SURMHFW�LV�IXQGHG�E\�WKH�1XI¿HOG�7UXVW�LV�
GXH�WR�¿QLVK�LQ�0DUFK������

0RUH�ZRUN�QHHGV�WR�EH�GRQH�RQ�GLIIHUHQWLDO�IHHV�IRU�GLIIHUHQW�FRXUVHV��DQG�WKH�OLNHO\�
EHKDYLRXUDO�LPSDFW�RQ�VWXGHQWV�RI�VXFK�YDULDWLRQ��
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BIS Department for Business, Innovation and Skills
CPD Continuous Professional Development
(/4� (TXDO�RU�/RZHU�4XDOL¿FDWLRQ
EU European Union
)(� )XUWKHU�(GXFDWLRQ
*'3� *URVV�'RPHVWLF�3URGXFW
+(� +LJKHU�(GXFDWLRQ
+()&(� +LJKHU�(GXFDWLRQ�)XQGLQJ�&RXQFLO�IRU�(QJODQG
+(,� +LJKHU�(GXFDWLRQ�,QVWLWXWLRQ
HMRC Her Majesty’s Revenue and Customs 
,$*� ,QIRUPDWLRQ�$GYLFH�DQG�*XLGDQFH
KIS Key Information Sets
MOOCs Massive Open Online Courses
1$2� 1DWLRQDO�$XGLW�2I¿FH
1,&V� 1DWLRQDO�,QVXUDQFH�&RQWULEXWLRQV
NSS National Student Survey
NUS National Union of Students
2%5� 2I¿FH�RI�%XGJHW�5HVSRQVLELOLW\
2(&'� 2UJDQLVDWLRQ�IRU�(FRQRPLF�&R�RSHUDWLRQ�DQG�'HYHORSPHQW
2))$� 2I¿FH�IRU�)DLU�$FFHVV
361'� 3XEOLF�6HFWRU�1HW�'HEW
5	'� 5HVHDUFK�DQG�'HYHORSPHQW�
5$%� 5HVRXUFH�$FFRXQWLQJ�DQG�%XGJHWLQJ
6,96� 6WUDWHJLFDOO\�,PSRUWDQW�DQG�9XOQHUDEOH�6XEMHFWV
SLC Student Loans Company
61&� 6WXGHQW�1XPEHU�&RQWURO
67(0� 6FLHQFH��7HFKQRORJ\��(QJLQHHULQJ�DQG�0DWKHPDWLFV
8&$6� 8QLYHUVLWLHV�DQG�&ROOHJHV�$GPLVVLRQV�6HUYLFH
UCU University and College Union
UUK Universities UK

Acronyms
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The Higher Education Commission is an independent body made up leaders from the 
education sector, the business community and the three major political parties.

Established in response to demand from Parliamentarians for a more informed and 
UHÀHFWLYH�GLVFRXUVH�RQ�KLJKHU�HGXFDWLRQ�LVVXHV��WKH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ�
H[DPLQHV�KLJKHU�HGXFDWLRQ�SROLF\��KROGV�HYLGHQFH�EDVHG�LQTXLULHV��DQG�SURGXFHV�ZULWWHQ�
UHSRUWV�ZLWK�UHFRPPHQGDWLRQV�IRU�SROLF\PDNHUV�

7KH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ�LV�FKDLUHG�E\�/RUG�3KLOLS�1RUWRQ��D�&RQVHUYDWLYH�
SHHU�DQG�DFDGHPLF��7KH�+LJKHU�(GXFDWLRQ�&RPPLVVLRQ¶V�ZRUN�LV�JHQHURXVO\�VXSSRUWHG�
E\�WKH�8QLYHUVLW\�3DUWQHUVKLSV�3URJUDPPH�

Inquiry Co-Chairs
The Rt Hon the Lord Norton of Louth  Chair, Higher Education Commission 
 Conservative Member of the House of Lords
 Professor of Government, University of Hull
Dr Ruth Thompson Deputy Chair of Governors, Birkbeck, University of London and 
 Governor, Staffordshire University
 Advisory Board Member, Higher Education Policy Institute
 Former Director General, Higher Education at the Department for 
 Innovation, Universities & Skills

The Commission
Bahram Bekhradnia  President, Higher Education Policy Institute
Dr Roberta Blackman-Woods MP  Labour Member of Parliament for City of Durham
 Co-Chair, Parliamentary University Group
Steve Bundred Strategic Adviser, Deloitte LLP
� %RDUG�0HPEHU��2I¿FH�IRU�1XFOHDU�5HJXODWLRQ
Sara Caplan  Partner, PwC
Kim Catcheside Director, Champollion
Glenn Earle  Advisory Board Chair, Judge Business School
� )RUPHU�&KLHI�2SHUDWLQJ�2I¿FHU��(XURSH��0LGGOH�(DVW�	�$IULFD���
 Goldman Sachs
Libby Hackett  Partner, Perrett Laver
Jacqui Henderson CBE  Board of Directors, Policy Connect 
Professor Sir Deian Hopkin  Vice Chancellor, London South Bank University 2001-9
 Chair, Student Loans Company 2010
Professor Roger King Visiting Professor, School of Management, University of Bath
 Adjunct Professor, Teaching and Education Development Institute, 
 University of Queensland, Australia
 Research Associate, Centre for the Analysis of Risk and Regulation, 
 London School of Economics and Political Science
Sir Peter Lampl OBE Chairman, The Sutton Trust
 Chairman, Education Endowment Foundation

What is the Higher Education 
Commission?
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Dr Tammy Long Senior Consultant, PwC
Sir David Melville CBE  Chair, Pearson Education Ltd
 Former Vice-Chancellor, Kent University & Middlesex University
 Former Chief Executive, FE Funding Council
John O’Leary  Editor, Times Higher Education 2002-7
 Education Editor, The Times 1992-2002
Baroness Sharp of Guildford Liberal Democrat Member of the House of Lords
 Former Liberal Democrat Spokesperson for Higher Education
%DUU\�6KHHUPDQ�03� /DERXU�0HPEHU�RI�3DUOLDPHQW�IRU�+XGGHUV¿HOG
 Chair, House of Commons Education Select Committee 2000-10
Jon Wakeford  Group Director of Strategy & Communications, University 
 Partnerships Programme
Baroness Warwick of Undercliffe Labour Member of the House of Lords
 Chair, International Students House, London
 Former Chief Executive, Universities UK
Professor Geoff Whitty CBE  Director Emeritus, Institute of Education, University of London
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The Higher Education Commission is powered by Policy Connect. 

Policy Connect is the leading network of Parliamentary groups, research commissions, 
forums and campaigns working to inform and improve UK public policy.
 
Working across a wide range of policy areas, covering mainstream and niche issues, 
the Policy Connect network of groups is recognised for providing the highest quality in 
impartial, policy-led research, events and campaigning.
 
(DFK�JURXS�LV�OHG�E\�SDUOLDPHQWDULDQV�DQG�VHQLRU�¿JXUHV�IURP�DFURVV�LWV�SROLF\�¿HOG�
and is staffed by a team of full-time, dedicated policy experts. Every group within 
the network is unique, operating independently, with its own programme of events, 
research and campaigning activity. However, all groups share the same fundamental 
SULQFLSOHV�WKDW�FRPSULVH�WKH�3ROLF\�&RQQHFW�DSSURDFK��QRQ�SUR¿W��FURVV�SDUW\��IXOO\�
transparent, providing policy expertise in a highly organised and professional manner.
 
The Policy Connect network of groups is proud of the role it plays in providing a 
platform for thoughtful, collaborative and creative debate in UK public policy.
 
Thomas Kohut  Head of Education and Skills
Jess Bridgman  Senior Researcher, Education and Skills 
Simon Kelleher  Senior Researcher, Education and Skills

Secretariat
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The University Partnerships Programme 
The University Partnerships Programme (UPP) was established in 1998 and specialises 
in funding, developing and operating academic and residential infrastructure for 
universities across the UK. To date UPP has raised more than £1.7bn of investment 
in its long-term partnerships with 14 leading institutions and plans to invest a further 
£1bn over the next four years. UPP is committed to the long-term success of what is a 
world class sector and as a consequence is delighted to work with bodies such as the HE 
&RPPLVVLRQ�WR�¿QG�SRWHQWLDO�VROXWLRQV�WR�LVVXHV�IDFLQJ�D�FKDQJLQJ�VHFWRU�

Find out more at www.upp-ltd.com
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