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Parliamentary Briefing

The Browne Review of Fees and Funding of Universities in England
This analysis is based on independent modelling undertaken by million+ and London Economics of the implications of the recommendations on graduates but also takes account of the Review’s recommendation that the public funding of teaching (which it describes as a ‘subsidy’) should be removed other than from strategically important subjects.
Overall the Review raises significant issues both for students and universities. The recommendation that the public funding of teaching will be withdrawn from all but a few subjects will force universities to charge much higher fees yet could still see then £600 million worse-off per annum than at present. For students, the likely outcome is 80% will pay more for their education than they do at present yet they face little prospect that the student experience will be improved.
 
It is also difficult to see how the recommendations deliver a more progressive graduate contribution system since middle income graduates will be required to pay proportionally more towards the cost of their higher education than high earners. While we welcome the proposal that part-time students will be offered fee loans, million+ is very concerned that these students will have to repay, higher fees because the public funding of teaching is being withdrawn for the subjects which the majority of students (full and part-time) study.
The Review relies on the premise that quality will be delivered by more competition and a market but lays the foundations for differential funding of institutions. The recommendation that universities will be able to raise fees over and above £6000 but have the additional funding reduced according to the costs to the Government of providing such lending, effectively delivers higher resources / funding for wealthier institutions / institutions with more endowment income and more socially exclusive student profiles.

In addition the proposal to control student numbers through a tariff system would be complex, bureaucratic and would undermine the autonomy of universities in the admissions process and potentially disadvantage widening participation students.
Key recommendations:

1. No tuition fee cap
There will be a state-backed fee loan up to £6000. As a result universities which charge £6000 or less can expect to receive 100% of additional fee income back.
Universities will be able to levy fees above £6000 so long as they reimburse the Government for the borrowing costs on a sliding scale (pg 37 of main report). For example, a fee of £7000 would mean that universities would receive approximately £6580 (94% of the additional fee income raised) whilst for a fee of £8000, universities would receive £7120. The full fee will be added to a graduate’s debt (i.e. they will owe £7000 or £8000 respectively and are therefore being asked to carry the full cost of the higher fee even though universities will only receive a proportion back). The Review provides no modelling of impact on students/graduates.
2. Graduate Repayment
The earnings threshold for repayment has been lifted from £15,000 to £21,000 (latter to be adjusted with inflation).
Students earning below £21,000 will not pay a real rate of interest on their loans. 

After £21,000, an interest rate of 2.2% is applied
There will be a rebate for low-earners – those earning above the threshold whose payments do not cover the costs of a real rate of interest, will have interest rebated to them.
There will be a non-means tested flat-rate maintenance loan provided of £3750 (this is likely to raise issues for London institutions).
There will be maintenance grant of £3250 available up to residual household income of £25,000 which will taper off; students from households with incomes of £60000 will not be entitled to any maintenance grant.
The repayment period for fee and maintenance loans is extended from 25 to 30 years.
The Review claims that overall high earners will pay more but this is not borne out by the modelling (see below).
3. Bursaries
The requirement for universities to pay a statutory bursary will be removed and bursaries will be a matter for institutions.
4. Part-time 
Part time students, who currently have to pay fees upfront, have been placed on an equal footing with full time students and will be provided with fee loans. However, like their full-time counterparts, part-time students will have to borrow more because of the withdrawal of public funding for teaching.
5. Teaching Funding 
The Review refers to teaching funding as a ‘subsidy’ and proposes that the ‘blanket subsidy for all courses’ will be removed. This implies all the teaching block grant will be removed. The Review later refers to teaching funding being retained for strategically important subjects. Public funding for teaching currently stands at £3.5bn. The Review recommends that all but £700m of this teaching funding should be cut. What remains (£700m) will be used to help fund ‘strategically important and vulnerable subjects’.
The assumption that all public funding will be removed from teaching all but ‘strategically important subjects’ will mean that all universities will have to charge a minimum of £6000 per annum and even this fee will not cover the loss of teaching grant proposed. If the Browne Report is implemented universities stand to lose £2.8 5bn of teaching funding per annum. Even if a £6000 annual tuition fee can be levied for all courses, universities will be £600m worse-off per annum than at present.
The Review assumes that as a result of its recommendation, additional funding will be available for additional student places which it suggests will increase by 10%.
6. Student Numbers
The Review claims that there will be ‘no cap on student numbers’. However the proposals end the current system of allocating places to institutions and recommend that entitlement to student finance will be determined by a ‘minimum entry standard based on aptitude’. The Review says that ‘rather than create a new aptitude test’, applicants will have to meet standards in terms of pre-entry qualifications (tariff points) and there will be a link with the number of places funded. This raises some profound questions in terms of the ability of universities to set their own admissions criteria in terms of qualifications and has the potential to damage the mechanism whereby universities seek to recruit widening participation students with a variety of pre-entry qualifications.
The Review states that ‘some student places will have to be allocated directly to institutions rather than through the tariff point entry system (but that) Government will assess the balance between the two allocations each year’. This effectively links overall student number control with tariff points through a centralised control mechanism.
7. Applications
All applications for admission and for student finance will be accessed through one portal. This implies that part-time students (who currently apply to university direct) will have to apply through UCAS.
8. Creation of Higher Education Council
The functions of QAA, OFFA, and OIA together with all responsibility for investment and governance will be transferred to a Higher Education Council i.e. the Council would be responsible for investment, governance, quality, access, regulation and ‘dispute resolution.
9. The claim that this is a more progressive system for students / graduates does not stand-up
Based on the analysis undertaken, the real ‘winners’ are the highest earning graduates but even they will have to pay more than under the present system.
Unaffected: Individuals at the bottom of the income distribution are relatively unaffected in that they will never repay their loans i.e. the state will carry the cost. However, many will reach the 30 year write off owing a lot more than is currently the case. Although this can be described as progressive, it is not clear that it will be viewed as such by graduates who will never clear their ‘debt’.
Winners?: Part time students have been placed on an equal footing compared to full time students when it comes to fee loans. However, as with full-time students they will have to borrow much more because of the withdrawal of public funding for teaching.
Losers: Many graduates will in general pay more as a result of the combination of higher fees, the positive real interest rate on loans and the fact that the size of maintenance loans has been cut.
Losers: Approximately 17,500 fewer students are likely to be deterred from entering higher education each year compared to the present system. This could potentially be an even grater number given the reduction in the volume of maintenance loans and the higher interest rate to be charged.
Double Losers (Average graduates): An average male graduate on earnings of c. £28,000 per annum in today’s money terms will pay an additional £15,000 in repayments (of which £7,000 is interest) compared to a ‘high flyer’ with average earnings £55,000 per annum, who will pay £13,000 more (with £5,000 in interest) but who n
Average earners will have a higher rate of contribution compared to ‘high earnings’ graduates.
The biggest losers?: Universities
(Also see above) If the Browne Report is implemented universities stand to lose at least £2.7bn per annum in teaching funding. Even if a £6000 annual tuition fee can be levied for all courses, universities will be between £500-£600m per annum worse-off than at present.
10. Graduate Tax
The Review’s critique of a graduate tax is based on very dubious assumptions e.g. that a graduate tax would be implemented on all earnings in excess of the personal tax allowance and that it would be a life-time tax. The million+ / London Economics research report A Graduate Tax: Would it Work makes it clear that a graduate tax would only be implemented above a certain earnings threshold e.g. £15k / £21k and could be limited to a specified (rather than an unspecified) period of time after students graduate e.g. 25 / 35 years. In this respect the Review’s analysis of the merits or otherwise of a graduate tax does not look very even-handed.
The million+ report models the effects of different levels of graduate tax based on the assumption that a graduate tax would be levied on earnings above £15,000 per annum and for a maximum of 40 years once people leave higher education. A graduate tax of 1% would deliver the same level of resources as currently available to universities, would make the Exchequer no worse off than under the current system and would have a small negative impact on graduates i.e. the total contribution made by all graduates would increase though some graduates - particularly low earners - would be better off.
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