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costs to the Exchequer associated walkernative scenarios for providing tuition fee refunds to students as a result c
the Covid19 pandemic (i.e. in the 20201 academic year)

A For those studentsot coveredby undergraduate student support A The modelling assesses a rangenetrics, including:
arrangements (i.e. the020-21 cohortof first-yearEnglishdomiciled (
postgraduatestudents(anywhere in the UK|EUdomiciled postgraduate
students studying in England, andternational studentsstudying in
England) we estimated the total costs associated witB@6 tuition fee
refund. This analysis was repeated for continuing students.

TheRAB chargéi.e. proportion of loan written off)student loan debt

on graduation expectedifetime loan repaymentgby gender and

income decile), the proportion of graduates expected&verfully

repaytheir loan, and the proportion expected tever make any

repayments

A In addition, adopting the same potential refund equatind@3@o of [
undergraduate tuition feeswe estimated the impact of a number of
potential changes to current fees and student support arrangements on
the Exchequerandstudentsgraduates for:

The totalExchequer cost@ncluding the cost aftudent support(i.e.
maintenance and fee loans, as well as tuition fee grahtauld they
exis) and Teaching Granfunding to institutionsacross the UK and

[ HEI fundingin terms oftuition fee incomeand Teaching Grant

[ The202021 cohort of first-yearEnglishdomiciled undergraduate funding, minus the costs of any bursaries provided to students.

students (studying anywhere in the UKgnd EUdomiciled students
studying in England

[ FulHime and parttime students and

[ All undergraduate qualificationgincluding first degrees and other
undergraduate qualifications below firgiegree level).

1The analysis incorporates the fees and funding arrangements facing the cohort of sta6g9i?1. The assumed size and characteristics of the cohort are based on students commencing their studied 8) Botvéver,
importantly, there is less than@5%size difference between the 20418 and 2021 cohortdJsing information from UCAS End of Cycle Replarts,(there were394,620English domiciled placed applicants across the UK
and EUdomiciled students placed applicants in English HEIs 28 days post Clearing-#82012012€21, this had increased t895,87Q representing an increase 6f3%


https://www.ucas.com/data-and-analysis/undergraduate-statistics-and-reports/statistical-releases-daily-clearing-analysis-2020
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Understanding the costs associated with fee rebates

A Using information on average tuition fees (by level and mode of stu
broken down by location of provider and domicile of studgnbtal
tuition fee incomeassociated with Englisthomiciled students
studying anywhere in the UK and both EU and international stude

studying in England amounted £14.63 billion? Provider | Student
Location | Domicile

%otal cost associated with 30% rebate on tuition fee applied to students
not eligible for tuition fee loan support

First Year Students Continuing Students

A For those studentsot eligiblefor tuition fee loan support (i.e.
excludingEnglishkdomiciled undergraduate students across the UK
and EUdomiciled undergraduate students in England), total tuition

Mode / Level FTUG| PTUG| FTPG| PTPG| FTUG| PTUG| FTPG| PTPG

fee income was estimated to H&1.62 billion England £177m| £49m £73m | £49m
) : 0 : .
A A_notlonaISO /orepate represent_s_ap_proxma?elijl.BQ billion Of S eam | £1m areslsgae
this total, approximatel\£0.88 billionis associated with students England

commencing their studies whilg0.51 billionis associated with Scotland eom | £1m £1m | £1m
continuing students.

Northern
A lllustrating the per student estimates, the rebate for a-tuthe Ireland

unqlergraduate and postgraduate international students were England EU £37m | £2m c13m | £2m
estimated to be betweert5,200and£5,300each? The
corresponding estimates for fuflme postgraduate English domiciled| England | NonEU | £329m| £7m | £264m| £6m | £257m| £2m | £92m | £16m
and EUdomiciled students attending English higher education

£0m £0m £0m £0m

providers were estimated to b2,100and £2,300respectively. Total £329m| £7m | £484m| £59m | £25/m| £2m | £181m| £68m
A Although eligible for student support (and hence considered in detail 1o undertakethis analysiswe usedinformation relating to HElincome and student numbersfrom 201819, Note that with the
in the remainder Of the presentation) a 30% rebate fOI’ fU" time exception of full time undergraduate,there was more limited information on UK student domicile In particular, data on Uk

domicileddomesticstudentswasprovidedonly differentiatingon whether they were studentsfor the samedomicileasthe provider

Englishkdomiciled and Etdlomiciled undergraduate students studying or domiciledin the restof the UK We assumedhat the distribution of PTUGFTPGand PTPGstudentsby studentdomicilemirrored

H full-time undergraduatesin particular,amongstfull-time undergraduatesEnglishdomiciled studentsmade up 98% of non-Welsh
n England corresponds ESZ,?OOper student (and would total domiciledstudentsattendingWelshHEIs 81% of non-Scottishdomiciledstudentsattending ScottishHEIs and 90% of non-Northern

approximatelyEl.l billionfor all fultime and parttime st year Irish domiciled students attending Northern Irish HEIs Out of total fee income of approximately£14.63 billion, this adjustment
TF . . : : resultsin a £5 million adjustment 2 For eachcategoryof student, we assumethat the tuition fee chargedto studentscommencing
students' and£1.9 billionfor full-time and parttlme contlnumg their studiesand continuingtheir studiesareidentical 2 All estimatesroundedto nearestE100. “Not accountingfor non-completion

students).
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What scenarios did we consider?

Compared to the current (Baseline) fees and funding arrangements ~ Overview of scenarios (for fulime! undergraduate students)
for first-year students in 202@1, we modelled aange of scenarios
to assess the impact of potential fee reductions/refunds on HEIs, the Tuition fee | Net tuition | Tuition fee | Repayment| Repayment Real

. Interest
Exchequer and students/graduates: grant fee? loan Period Threshold Rafe

A Scenario Jinvolves aeduction in the tuition fee loan outlaythrough
the provision of a government funded noneans testeduition fee
grant of £2,700n the first year of study (for futime undergraduate
degree students) This fee grant would apply to both English
domiciled students across the UK and-ddsniciled students
attending English HEIs.

+£2,700 -£2,700

A Scenario anvolves the provision of a nemeans tested government
fundedtuition fee grant of £2,700n the first year of study (for full
time undergraduate degree students) witlo reduction in the
tuition fee outlay.

+£2,700

A Scenarios 3, 4 andBuild on Scenario 2. Given the increased
Exchequer costs associated with Scenario 2, these scenarios identif
the change in theepayment period the change in theepayment
(and interest rate) thresholdand the change in thpost graduation
real interest ratethat would need to be charged taroadly maintain
fiscal neutralityfrom the perspective of the Exchequer. In each case,
there are importantistributional effects

+£2,700 36 years

+£2,700 £24,500

+£2,700 0-6.2%
1 Thevariouschangesvere appliedon a pro-rata basisfor part-time students(basedon study intensity). For full-
time first-degreestudents(with an averagestudyduration of 3 years) the modelappliescorrespondingchangesn
eachyear of study (of £900 per student per year)to generatean effect that is equivalentto a £2,700 changein
grant/loanin the first yearof study. Asa result, shorter undergraduateprogrammesare associatedvith a smaller
absolutechangein the different fee/funding levelsunder consideration All estimatesroundedto nearest£100

Scenario 5 Scenario 4 Scenario 3 Scenario 2BSYe= 1o 3!
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Impact of the current funding system (Baseline)




Impact of the current system (Baseline)
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Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan

Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)
Average debt on graduation

Average lifetime repayments (M/F)

(£4,019m)
(£5,395m)
(£1,242m)
(£10,656m)

53.9%
88.2%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

£34,800/£13,100
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A Under the current funding system in 2020 (i.e. the Baseline), the Excheque

contributes approximatel¥10.656bnper cohort to the funding of higher
education. In terms of constituent components, given that B¥&B chargéi.e.
the proportion of the total loan balance written off) stands at approximately
53.9% maintenance loan writeoffs cost the Exchequei4.019bnper cohort,
while tuition fee loanwrite -offs cost£5.395bnper cohort. The provision of
Teaching Grantto higher education institutions (for higtost subjects) results
in additional costs of£1.242bnper cohort.

Higher education institutions receive approximatglyl.147bnper cohort in

net income, made up of approximateyt0.093bnin tuition fee income(from
undergraduate students), as well £%.242bnin Teaching Granincome.

Against this, institutions contribute approximatéd¥89 millionper cohort in

fee and maintenancbeursaries(predominantly the latter) in exchange for the
NAIKG (2 OKINBS Gdzh (A 2 ¥6,IBHE dnnumyfor S |
full-time students).

From the perspective of students/graduates, the average debt on graduatior
(including accumulated interest) was estimated tof# ,000(for full-time
undergraduate degree students), while the average lifetime repayments ma
stood at£34,800for male graduates anfl13,100for female graduates.

We estimate that approximately8.2%of all graduatesiever repay their full
loan by the end of the repayment period, whi83.0%never make any loan
repayment

Note: All monetary values have been discounted to net present values and are presented in consta2it péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students onross fee income refers to fee income before the deduction of fee bursaries provided to students.



Graduate loan repayments in Baseline: Total repayments .

Total loan repayments by FT undergraduate degree graduates (NPY | terms of total loan repayments, while the

in 202021 prices), by earnings decile and gender average repayments made byale graduates
stand at£34,800Q there is considerable
£70.000 A variation depending on earnings decile. Male
graduates in the top three earnings deciles
make repayments of betweef58,800and
£61,30Q while male graduates in the bottom
earnings decile make no repayments.

o2/ A Female graduate the bottom four
S & earnings deciles are not expected to make
o7 8| sl any loan repayments over the 3@ar
£20,000 SRR ol o :
N o7 gl S repayment period. However, repayments
3 £10,000 2 m o " increase sharply thereafter. Female graduate
S B 1 L in the 7, 8" and 9" earnings deciles would
qOm I g be expected to make repayments ££9,700,
© £31,300and £54,200respectively (with an
e Male mFemale average repayment di13,100across all
deciles).

£60,000 ®

£61,300
(J

| 1£58,800

£50,000

°
£47.,100
£54.200

£40,000

______

£30,000

&
)
+—
(72)
>
(7))
)
=
[,
(7))
©
m

Llifetime repayments (£ NPV, 202Q prices)
[ )

£0

__________________

1stiE
2nd
3rd
7th
8th
9th
Average




Graduate loan repayments in Baseline: Progressivity
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Total loan repaymentsy full-time undergraduate degree graduatess
a % of income (during repayment period), by decile and gender

1st

2nd

3rd

4th

5th

6th

Graduate income decile

7th

8th

9th

0.0%

0.0%
0.0%

I 1.0%
0.0%

I, 2.1%
0.0%

I, 2.3%0
0.0%

N, 3.3%0
I 0.4%

N, 3.9%
I 1.4%

m Male

m Female

N, .49/

— 2.2%

[, 3.2/0
I — 3.0/

I, 2. 1%0
T 4.1%

1.0% 2.0% 3.0%

Repayments as % of income

4.0%

5.0%

A

A
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The current loan system isgressive at the upper enc
of the earnings distribution

Reflecting total lifetime loan repaymentsp until the
7™ earnings decilemale graduates contribute an
increasing proportion of their income in loan
repayments (over the 39ear repayment period). For
male graduates on th&" earnings decilethe
proportion stands aB.3% increasing tat.4%on the
7hearningsdecil® | 26 SOSNE A f f dzz
NEINBaarAgAGeQ 2F GKS NB
the proportion of earnings over the period contribute
as loan repayments decreases3@%and2.1%on the
8 and 9" deciles respectively.

Female graduates in the bottom 4 deciles make no
repayments, while the proportion of income
contributed in loan repayments on tH&" decilestands
at 0.4% This increases in successive earnings degil
reaching3.0%of total income over the period on the
8 decileand4.1%on the 9t decile
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Impact of Scenario 1

Scenario 1

Resource flows (E/£m/%)
Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan
Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)

Average debt on graduation

Average lifetime repayments (M/F)

Baseline

(£4,019m)

(£5,395m)
(£1,242m)

(£10,656m)

53.9%

88.2%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

Scenario 1

(£3,910m)
(£1,009m)
(£4,722m)
(£1,242m)
(£10,883m)

52.5%

84.6%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£44,300

£34,800/£13,100 £33,500/£13,100

Difference

£109m
(£1,009m)
£673m

(£227m)

-1.4pp
-3.7pp/0pp

(£2,700)
(£1,300)£0
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Scenario 1 involvesraduction in the tuition fee loan outlay
following the provision of a government funded (roreans
tested)tuition fee grant of £2,700 in the first year of studpr
full-time undergraduate degree students (prata for parttime
undergraduates). This fee grant would apply to both English
domiciled and Etdlomiciled students.

Compared to the Baseline, under this scendnigher education
institutions would be unaffected

For the Exchequer, there is a trade off between the additional
cost associated with the tuition fee graft1(.009 billior) and the
total savings£782 million) associated with the reduced cost of
fee and maintenance loans (resulting from the reduction in the
RAB charge (hi.4 percentage pointp.

ThemarginalRAB charge associated with the figal 7000f fee
loan stands a? 7%(which means that onl23%of this final
amount would be have been expected to be repaid). Overall,
compared to the Baseline, the cost to the Exchequer would
increase by¥227 million which essentially reflects the additional
cost of writing off the23%of final £2,700 of loan outlay that
would have been repaid in the Baseline scenario.

Conversely, since replacifig,700of tuition fee loans with

tuition fee grants is a transfer between the Exchequer and
students/graduates, this change in funding arrangements woulc
make students/graduatef227 milliona cohort better off.

Note: All monetary values have been discounted to net present values and are presented in consta2it péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students on(gross fee income refers to fee income before the deduction of fee bursaries provided to students.



Graduate loan repayments under Scenario 1: Total repayments
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Total loan repayments by Englisfomiciled FT undergraduate degree graduates (NPV in 2D2(@rices), by earnings decile and giar

Baseline Scenario 1
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A The replacement af2,700in tuition fee loans with tuition fee grants would make students/ gradu&227 milliona

13

cohort better off. However, thentire benefit is accrued by male graduates in the top 3 earnings decilEsmpared to
the Baseline, male graduates on th&, 8" and 9" deciles would bé&4,20Q £4,000and £3,800better off (respectively).
All other graduates would be unaffected.



Graduate loan repayments under Scenario 1. Progressivity

Total loan repaymentdy Englishdomiciled fulttime undergraduate degree graduateas a % of income (during repayment period),

by decile and gender
Scenario 1

[ [
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0.0% 1.0% 2.0% 3.0% 4.0% 5.0% 0.0% 1.0% 2.0% 3.0% 4.0% 5.0%
Repayments as % of income Repayments as % of income

A This scenario would make the funding systslightly more regressive at the upper end of the earnings distributjovith
male graduates on the'7 8" and 9" earnings deciles now contributing marginally lower proportions of their income in
loan repayments (with no impact on male graduates in lower learning deciles (or female graduates)).
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Impact of Scenario 2
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Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan
Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)
Average debt on graduation

Average lifetime repayments (M/F)

(£4,019m) (£4,019m)
- (£1,009m)
(£5,395m) (£5,395m)
(£1,242m) (£1,242m)
(£10,656m) (£11,665m)
53.9% 53.9%

88.2%/33.0% 88.2%/33.0%

£10,093m £10,093m
£1,242m £1,242m

(£189m) (£189m)

£11,147m £11,147m
£47,000 £47,000

£34,800/£13,100 £34,800/£13,100

(£1,009m)

(£1,009m)
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Scenario 2 involvehe provision of a noAmeans tested
tuition fee grant of £2,700 per student in the first year of
study for full-time undergraduate degree students (again
pro rata for parttime students). There would h&
corresponding reduction in the tuition fee loaprovided
by the Exchequer.

For the Exchequer, the provision of noreans tested
tuition fee grant would result in an increase in the cost o
student support by£1.009 billioncompared to the
Baseline, witmo compensating cost savingssociated
with fee or maintenance loans. This represent.4%
increase in Exchequer costs associated with a cohort of
starters. Extending this to all continuing students would
more thandouble the overall cost to the Exchequer.

For graduates, there is no change in loan repayments (&
none of the terms have changed from the Baseline);
however, students would be more thd&i billion per
cohort better off as a result of the provision on the non
means tested tuition fee grant.

The profile of graduate loan repayments would be the
sameas under Baseline.

Note: All monetary values have been discounted to net present values and are presented in consta2it péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students on(gross fee income refers to fee income before the deduction of fee bursaries provided to students.



Impact of Scenario 3




Impact of Scenario 3
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Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan
Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)
Average debt on graduation

Average lifetime repayments (M/F)

(£4,019m)
(£5,395m)
(£1,242m)
(£10,656m)

53.9%
88.2%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

(£3,612m)
(£1,009m)
(£4,840m)
(£1,242m)

(£10,704m)

49.0%

84.5%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

£406m
(£1,000m)
£555m

(£48m)

-4.9pp

-3.7pp/ Opp

£34,800/£13,100 £38,200/£15,800 £3,400/£2,700

A
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Economics

Scenario 2 results in an increase in the cost of student support |
£1.009 billioncompared to the Baseline, witio compensating
cost savingassociated with fee or maintenance loans.

In Scenario 3we retain the provision of th€2,700non-means
tested tuition fee grant; however, against the costs of this short
term payment to students, we model increasaghe duration of
the loan repayment period; sufficient to ensure broad cost
neutrality to the Exchequer. This increase in the duration of
repayment period was estimated to leyearsc from 30 to 36
years.Essentially this approach is a resource transfer from
graduates in the future to students today.

Under this scenario, the Exchequer recoups approximé#i406
million in maintenance loan costs a#b55 millionin tuition fee
loan costs from the extended repayment period. Overall, the tote
cost to the Exchequer 18 milliongreater than in the Baseline
scenario.

The RAB charge declines49 percentage point$to 49.0%

Although debt on graduation remains the same as in the Baselir
the extension of the repayment period results in the average full
time first degree male graduate making additional £3,400n
lifetime repayments, while the corresponding estimate for female
graduates stands d2,700 However. there arsome important
distributional effectsas not all graduates are equally impacted.

Note: All monetary values have been discounted to net present values and are presented in consta2it péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students on(gross fee income refers to fee income before the deduction of fee bursaries provided to students.



Graduate loan repayments under Scenario 3: Total repayments

Total loan repayments by Englisfomiciled FT undergraduate degree graduates (NPV in 2D2(@rices), by earnings decile and giar

Baseline and Scenario 2 Scenario 3
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A The extension of the repayment periods by 6 yearly impacts those graduates that would not have been expected to
repay under the original repayment periadviale graduates on the!7 8" and 9" deciles would beinaffectedby the
repayment period extension. However, middle income male graduates would be approxif®a@doworse off, while
higher earning female graduates could be ugtid,000worse off.
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Graduate loan repayments under Scenario 3: Repayment profile

Annual loan repayments by Englistomiciled FT undergraduate degree graduates (NPV in 2D2@rices), by earnings decile (ma)es

Baseline and Scenario 2 Scenario 3
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A The extension of the repayment period Byearsonly impacts those graduates that wouildt have been expected to
repay under the original repayment termblale graduates on the'?, 8" and 9" deciles would beinaffectedby the
repayment period extension. The lowest earning graduates would also be unaffected by this policy; however,
approximately50%of middleincome graduates would bear significant additional costs.
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Impact of Scenario 4

#
Q
S
c
Q
O
0p

Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan
Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)
Average debt on graduation

Average lifetime repayments (M/F)

(£4,019m)
(£5,395m)
(£1,242m)
(£10,656m)

53.9%
88.2%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

(£3,592m)
(£1,009m)
(£4,821m)
(£1,242m)
(£10,664m)

48.2%
83.2%/22.6%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

£427m
(£1,009m)
£574m

(E9m)

-5.7pp
-5.0pp /-10.4pp

£34,800/£13,100 £37,400/£15,900 £2,600 /£2,800

A

>\

Economics

In Scenario 4we again retain the provision of tH2,700non-
means tested tuition fee grant; however, against the costs of this
short-term payment to students, we modetductions in the
repayment (and interest rate) threshold sufficient to (again)
ensure broad cost neutrality to the Exchequer. The reduction in
the repayment threshold required was estimated to £i&075¢

to £24,500.Interest rate thresholds were also reduced to maintail
GKS alyYy$S WNBfliAGAGEQ SEAAaGA
interest rate of 3% is charged for earnings £21,260 in excess of
repayment threshold).

Under this scenario, the Exchequer recoups approximéai4hy
million in maintenance loan costs afb 74 millionin tuition fee
loan costs. Overall, the total cost to the ExchequéQisnillion
greater than in the Baseline scenario.

The RAB charge declinesthy percentage point$to 48.2%

Although debt on graduation remains the same as in the Baselir
the reduction in the repayment and interest rate thresholds
results in the average fulime first degree male graduate making
an additionalE2,600in lifetime repayments, while the
corresponding estimate for the average female graduate stands
£2,800

Again, there are some important distributional effects as not all
graduates are equally impacted.

Note: All monetary values have been discounted to net present values and are presented in consta2it péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students on(gross fee income refers to fee income before the deduction of fee bursaries provided to students.



Graduate loan repayments under Scenario 4: Total repayments

Total loan repayments by Englisfomiciled FT undergraduate degree graduates (NPV in 2D2(@rices), by earnings decile and giar

Baseline and Scenario 2 Scenario 4
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A The reduction in the repayment threshold significantly impacts lower earning (predominantly female) graduates. Ma
graduates on the 8and 9" deciles would be essentiallyhaffected However, middlencome male graduates {=decile)
would be approximatel¥4,800worse off, while higher earning female graduate éd 9" deciles) would be up to
£5,400worse off.
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Impact of Scenario 5

Scenario 5

Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan
Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)
Average debt on graduation

Average lifetime repayments (M/F)

(£4,019m)
(£5,395m)
(£1,242m)
(£10,656m)

53.9%
88.2%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

(£3,592m)
(£1,009m)
(£4,819m)
(£1,242m)
(£10,662m)

48.3%
92.5%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

£34,800/£13,100 £41,300 / £13,10C

£427m
(£1,009m)
£576m

(E6m)

-5.6pp
4.3pp / Opp

£6,500 /-

A

P

Economics

In Scenario Swe again retain the provision of tH2,700
non-means tested tuition fee grant; however, against the
costs of this shortterm payment to students, we model
increases in the real interest rate post graduati@sufficient
to ensure broad cost neutrality to the Exchequer. The increa
in the maximum real interest rate post graduation was
estimated to be3.2 percentage pointgfrom 3.0%to 6.2%.

Under this scenario, the Exchequer recoups approximately
£427 millionin maintenance loan costs afi®76 millionin
tuition fee loan costs. Overall, the total cost to the Excheque
IS£6 milliongreater than in the Baseline scenario.

The RAB charge declines%$ percentage point$to 48.3%)

Although debt on graduation remains the same as in the
Baseline, the increase in the maximum real interest rate
thresholds results in the average ftiline first-degree male
graduate making an addition&b,500in lifetime repayments.
Female fulitime first degree graduates are, on average,
unaffectedby this policy.

Again, there are some important distributional effects as not
all graduates are equally impacted.

Note: All monetary values have been discounted to net present values and are presented in consta2it péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students on(gross fee income refers to fee income before the deduction of fee bursaries provided to students.



Graduate loan repayments under Scenario 5: Total repayments

Total loan repayments by Englisfomiciled FT undergraduate degree graduates (NPV in 2D2(@rices), by earnings decile and giar

Baseline and Scenario 2 Scenario 5
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A Post graduation real interest rates are the key component of the student finance system delivering progres3ikey.
increase in the maximum real interest rate does not impact male graduates orf"ttledile and below or any female
graduates. However, the highest earning male graduatésa(®l 9" deciles) would be approximateB26,900and
£29,800worse off, respectively.
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Comparing impacts across all scenarios
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Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan

Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)

Average debt on graduation

Average lifetime repayments (M/F)

(£4,019m)
(£5,395m)
(£1,242m)
(£10,656m)

53.9%
88.2%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

(£3,910m)
(£1,009m)
(£4,722m)
(£1,242m)
(£10,883m)

52.5%
84.6%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£44,300

(£4,019m)
(£1,009m)
(£5,395m)
(£1,242m)
(£11,665m)

53.9%
88.2%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

(£3,612m)
(£1,009m)
(£4,840m)
(£1,242m)
(£10,704m)

49.0%
84.5%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

(£3,592m)
(£1,009m)
(£4,821m)
(£1,242m)
(£10,664m)

48.2%
83.2%/22.6%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

(£3,592m)
(£1,009m)
(£4,819m)
(£1,242m)
(£10,662m)

48.3%
92.5%/33.0%

£10,093m
£1,242m
(£189m)

£11,147m

£47,000

£34,800/£13,10(£33,500/£13,10(£34,800/£13,10(£38,200/£15,80(£37,400/£15,90(£41,300/£13,10(

Ve

A

A

Economics

The core cost to the Exchequ
of offering a noAMeans tested
tuition fee grant of£2,700to
all undergraduate starting
students stands at
approximately£1.009 bn
(Scenario 2).

This can be partially offset (b
£782 million) by equivalently
reducing tuition fee loans
(Scenario 1), or totally offset
by extending the repayment
period to 36 years(Scenario
3); reducing the repayment
threshold to£24,500(Scenaric
4); or increasing the maximur
real interest rate t06.2%
(Scenario 5).

Depending on the option
selected, there are very
considerable differences on
which graduates are impactec

Note: All monetary values have been discounted to net present values and are presented in constadi péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students onfgross fee income refers to fee income before the deduction of fee bursaries provided to students.



Comparing impacts across all scenarios: Difference to Baseline
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Exchequer

Cost of maintenance grant
Cost of maintenance loan
Cost of tuition fee grant
Cost of tuitionfee loan

Cost of TeachinGrants

Total Exchequer cost

RAB charge (%)

% never repaying full loan/anything

Higher education institutions
Gross fee income

Teaching Grant income
Cost of bursary provision

Net HEI income

Students/Graduates (FT degrees)

Average debt on graduation

Average lifetime repayments (M/F)

Scenario 1 Scenario 2 Scenario 3 Scenario 4 Scenario 5

£109m
(£1,009m)
£673m

(E227m)

-1.4pp
-3.7pp/ Opp

(£2,700)

(£1,300)/ -

Difference to Baseline

(£1,009m)

(£1,009m)

-/ -

£406m £427m
(£1,009m) (E1,009m)
£555m £574m
(E48m) (E9m)
-4.9pp -5.7pp
-3.7pp/ Opp | -5.0pp/-10.4pp

£3,400 /£2,700 £2,600 / £2,800

£427m
(£1,009m)
£576m

(E6m)

-5.6pp
4.3pp / Opp

£6,500 /-

Economics

The core cost to the Exchequ
of offering a noAMeans tested
tuition fee grant of£2,700to
all undergraduate starting
students stands at
approximately£1.009 bn
(Scenario 2).

This can be partially offset (b
£782 million) by equivalently
reducing tuition fee loans
(Scenario 1), or totally offset
by extending the repayment
period to 36 years(Scenario
3); reducing the repayment
threshold to£24,500(Scenaric
4); or increasing the maximur
real interest rate t06.2%
(Scenario 5).

Depending on the option
selected, there are very
considerable differences on
which graduates are impactec

Note: All monetary values have been discounted to net present values and are presented in constadi péizés. All monetaryalues per student have been rounded to the nearest £100, and all totals have been rounded to the nearest £1m
Debt on graduation and expected lifetime repayments per student are presented ftinfellundergraduate degree students onfgross fee income refers to fee income before the deduction of fee bursaries provided to students.
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