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House of Lords Short Debate: Impact of Reforms on Higher Education System 

12 November 2012 

Parliamentary Briefing  
 

million+ is a university think-tank. We are pleased to provide this parliamentary briefing which 

outlines some of the main issues arising from the recent reforms of the higher education system on 

university education and research in the arts, humanities and fundamental science.    

Student numbers  

The number of UK and EU student acceptances in 2012/13 entry year was 408,500 by 20 September 

2012 (UCAS figures). This is a change of -56,600 (-12 per cent) compared to acceptances into the 

2011-12 entry year at the equivalent point in the previous cycle. 

By country, institutions in England and Wales have seen significant falls, while applications are 

slightly up in Northern Ireland and Scotland: 

England: 340,500, -54,200 (-14 per cent)  

Wales: 21,500, -3,300 (-13 per cent) 

Northern Ireland: 9,700, +200 (+2 per cent)  

Scotland: 36,700, +700 (+2 per cent) 

Impact on students 

Final enrolment figures for 2012/13 are not yet available but the significant fall in acceptances and 

final enrolments will impact on the life chances of students who chose to withdraw their applications 

completely in spite of being qualified and having an offer of a place.   

There are particular reasons to be concerned about the impact on mature students who now 

comprise one in three undergraduates and enter university for the first time when they are over 21. 

Throughout the 2013 applications cycle applications from mature students declined and failed to 

recover.  

Course grants for part-time students commencing courses in 2012 have been withdrawn. These 

students will be offered a fee loan but they will be required to commence repayments within four 

years of starting their course if they are earning in excess of £21,000 per annum. Unlike full-time 

students, part-time students are not entitled to maintenance grants or loans based on household 

income. As a result there is still no holistic system of student support in England and students who 

want to switch modes of study during their programme of study will face different loan and student 

support regimes. Anecdotal evidence suggests that part-time student numbers are down and many 

of these students are mature and from poorer backgrounds.  
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It is likely that there will be an impact on postgraduate participation arising from the new 

undergraduate fees and funding system. While much attention has focused on the implications for 

postgraduate study of the increased loans incurred by future cohorts of graduates, equally 

important is the cut in teaching funding available for postgraduate taught courses from 2012-13 

academic year. As a result many universities have increased their postgraduate fees for the 2012-13 

year and this will impact on those who have already graduated. 

Impact on universities 

If 50,000 fewer students have enrolled at universities in England compared to 2011 this will impact 

adversely on university resources over a number of years. This is particularly significant at a time 

when there are other uncertainties and the Higher Education Funding Council for England has 

pointed out that cuts in the capital programme will pose problems for universities and reduce 

surpluses further. 

If the average income of students in fees is assumed to be £7,500 (a conservative estimate but one 

that takes into account the bursaries that might have been paid) a loss of 50,000 students will mean 

an overall loss of £37.5m in 2012-13 and a loss of £102m by the end of the typical three year degree 

period. If student demand remains unpredictable in 2013, further losses of income will increase 

instability and lead to less rather than more choice for students in the future and will undermine the 

capacity of universities to innovate including in response to new and emerging markets and courses. 

Risks to international recruitment, the policy of the Department for Education to switch initial 

teacher training from universities to schools and uncertainties over the future funding and award of 

contracts for the pre-registration training of nurses, midwives and the allied health professions all 

compound the risks.  

Conversely the fall in undergraduate student numbers will provide savings for BIS and the Treasury 

which will not be required to provide fee or maintenance loans and grants i.e. the savings to 

government are greater than the loss of income to universities. 

De-regulation of student numbers 

In addition to increasing tuition fees in June 2011, BIS Ministers announced their intention to 

incentivise a market in student numbers in 2012 by permitting unregulated recruitment of students 

with AAB grades with no constraint i.e. universities could charge fees of up to £9,000 per annum. 

Ministers also continued a policy of capping the overall number of student places to be funded for 

UK and EU students. As a result, the Higher Education Funding Council for England was required to 

reduce core numbers in every English university to cater for an estimated 85,000 students who were 

expected to achieve AAB grades or their equivalencies in 2012.  

Universities were restricted in tuition fee price and were only permitted to bid to recover student 

numbers if they could demonstrate that their average fee was £7,500 or less. The extension of the 

market in student numbers in 2012 was opposed by million+, Universities UK and the BIS Select 

Committee. This committee concluded in October 2011 that the Government should pause the 

extension of the numbers market pending assessment of the impact of the tripling of tuition fees in 

2012.  
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Instead of 85,000 students with AAB grades the number of students who achieved these grades in 

2012 is estimated to be between 75,000 and 80,000. As a result universities which had focused on 

recruiting these students failed to anticipate the market and some failed to hit their target number 

of students.  

Analysis by UCAS of the acceptance levels with those holding AAB+ and those without showed a 

consistent fall in acceptances of -15%.  

The impact of trebling fees on student demand combined with an incentivised market in student 

numbers has increased the unpredictability in the 2012 admissions process for universities which 

also face being fined if they recruit more students than their core numbers.  

Private providers  

Ministers reduced the number of funded student places available in 2012 by 25,000. Ironically 

private providers can recruit as many students as they wish and charge a tuition fee of £6,000 (for 

which students will receive taxpayer backed student loan support) but also charge an administration 

fee. These providers remain relatively unregulated as a result of the failure to include an HE Bill in 

the legislative programme for the Second Session of Parliament. It is not known how many students 

these providers have recruited in 2012. 

Impact of AAB and new fees regime: a double whammy 

The Government’s introduction of higher fees up to £9,000 and a new partially deregulated market 

in student numbers have created a double whammy and increased complexity in an already 

complicated system.  

Time for a moratorium 

The uncertainty and instability created by the recent reforms need to be addressed through pausing 

reforms and giving universities a chance to manage the new arrangements. Plans to deregulate to 

ABB+ for 2013/14 will create yet more uncertainty in the system for next year. Concerns have been 

raised by Alan Milburn, as Independent Reviewer on Social Mobility and Child Poverty, about the 

impact of the AAB+ policy on social mobility. He has called for the AAB+ policy to be implemented 

for two full cycles prior to any further de-regulation of numbers. million+ supports this proposal   

National Campaign to promote the value of university 

All evidence points towards the transformative benefits of university education economically, 

socially and personally. The fall in student acceptance levels this year cannot be understood purely 

by looking at the low deferral rates in 2011/12 or demographic changes. Higher fees and 

deregulation have created instability and some potential students have been deterred. The 

Government should fund an imaginative and wide-ranging campaign to outline the benefits of a 

university education and encourage participation.  

National Scholarship Programme 

The National Scholarship Programme (NSP) was introduced but has never matched the name on the 

tin. It is not a national scheme and has created a new ‘postcode lottery’ of bursary support for 
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students, penalising institutions with a track record on widening participation and with higher 

numbers of poorer students. The IFS published a report on 8 November 2012 on the level of bursary 

support available to poorer students. It found “substantial variations” in the way universities offer 

bursaries under the National Scholarship Programme and that it is “likely to be undermined by these 

levels of complexity and uncertainty.” The Government funded NSP must be matched by 

universities. As a result those students attending universities with fewer endowments and with 

higher numbers of students from disadvantaged backgrounds receive lower levels of bursaries.   

VAT exemption for private providers 

At the same time as universities are being required to manage complex and significant higher 

education reforms over a very short period, the Treasury is proposing that a VAT exemption should 

be provided for some of the services provided by private providers. There is no obvious justification 

for offering for-profit providers with this benefit at taxpayers’ expense. These providers already 

receive double the taxpayer funding per student via the student loan system than they did in 2011 

and have no restrictions on the number of students whom they can recruit. 

Conclusions 

The Government should:  

 launch a high profile campaign to promote the value of higher education 

 adopt Alan Milburn’s recommendation  to defer any further de-regulation on student 

numbers for two further admissions cycles; this would also ensure that universities did not 

have to manage a further extension of the market when student demand is unpredictable 

 guarantee the funding of the same number of student places in 2013 and 2012 and not use 

the mismatch between demand and supply in 2012 as an excuse to reduce funded 

numbers in 2013 

 bring forward measures to regulate private providers 

 withdraw proposals to extend VAT exemptions to private and for-profit higher education 

providers 

 Invest further public funding in higher education including in capital expenditure linked to 

teaching. 

About million+ and contact information 

million+ is a leading university think-tank, which uses rigorous research and evidence based policy to 

solve complex problems in higher education. For more information please contact Jean Candler, 

Head of Public Affairs on 020 7717 1655 or 07900 277819, or email: jeancandler@millionplus.ac.uk. 
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