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▪Funding for teaching undergraduates

▪Living cost support

▪Loan repayment terms

▪The public finances and the ‘broadly comparable’ test
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Introduction



▪No tuition fees for Scottish UGs who stay in Scotland; up to £9,535 per year in rUK

▪NI: £4,855 if they study in NI; £9,535 per year in rUK

▪England and Wales: £9,535 wherever they study in the UK

▪Strong financial incentives for Scottish and NI students to study at home

▪  ~5% Scottish HE students leave (vs 30% NI students – fewer options?)

▪Leaving Scotland 10x as common amongst those at private vs state schools

▪No variation in upfront fees by subject (per year) 

▪Teaching grants subsidise delivery of high-cost courses

▪No means-testing of tuition fees anywhere in the UK

▪1998-2003: upfront fee of £1,000 waived for low-income English students

▪Loan repayments reflect graduates’ earnings i.e. their own ability to pay
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Tuition fees around the UK
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Funding for teaching undergraduates
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Teaching grants,
cash

Tuition fee, cash

Scotland, real-
terms

England, real-
terms

Note: Data for Scotland not available for years 2010–11 to 2012–13. Real-terms figures based on financial year GDP deflator, and in 2024-25 prices.

Source: Ogden (2024), Figure 3; Drayton et al (2025), Figure 6.1.

Up-front per-student resources for teaching per year, 2024-25 prices

https://ifs.org.uk/articles/decline-foreign-students-and-higher-costs-create-perfect-storm-scottish-universities
https://ifs.org.uk/publications/annual-report-education-spending-england-2024-25


▪Tuition fees facilitated HE expansion and removal of student number caps

▪ In Scotland, still control costs through number of ‘funded places’ 

▪ Introduction of fees boosted resources, but then gradually eroded

▪ Initial increase in fees bigger than policymakers anticipated

▪2017 rise linked to Teaching Excellence Framework

▪Fees meant to be indexed but repeatedly frozen

▪2025 rise prompted by concerns about financial sustainability

▪Universities across UK facing similar financial challenges
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Funding for teaching undergraduates



Structure of living cost support varies
Entitlements to living cost support per year in 2025-26 across the UK, by household income
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Note: Entitlements for full-time Young Students in Scotland, for England-, Wales- and NI-domiciled students living away from home, not attending a London provider. 
Source: House of Commons Library Research Briefing; Student Finance NI guide

Grants for low income No grants Some grants for all Grants for low income

Discontinuities in support
Very steep means-

testing
No parental contribution

Linked to Living Wage

(£12 x 950 hours)

Linked to NLW 

(£11 x 1125 hours)

Young vs Independent 

Student
Less if living at home; more if live away from home and at a London provider

https://commonslibrary.parliament.uk/research-briefings/cbp-10221/
https://www.studentfinanceni.co.uk/media/1808/sfni_ft_main_guide_2526_o.pdf
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Loan repayment terms also differ in generosity

Scotland

(Plan 4)

England (2012–22) 

and Wales (Plan 2)

England (from 

2023) (Plan 5)

Northern Ireland

(Plan 1)

Repayment rate 9% 9% 9% 9%

Yearly income threshold

from April 2025
£32,745 £28,470

+£32/month

£25,000

+£58/month
£26,065

Interest rate

(as of April 2025)

Lower of BoE base 

rate + 1% and RPI

Studying: RPI + 3% 

Then RPI to RPI + 3% 
RPI

Lower of BoE base 

rate + 1% and RPI

Write-off period 30 years 30 years 40 years 25 years

Average loan balance £16,680 England: £48,470

Wales: £37,360
- £25,730

▪ Scottish loan terms are more generous to graduates than Plan 2 or Plan 5

▪ Higher threshold than Plan 1, but longer write-off period

▪ Much lower borrowing: no tuition fees and lower take-up of living cost loans

Note: Loan balances on entering repayment are as of 2023–24 financial year and are averages amongst all borrowers on entry into repayment by government 
administration that funded the loan. Source: https://www.gov.uk/government/statistics/uk-comparisons-to-financial-year-2024/uk-comparisons-to-financial-year-2024.

https://www.gov.uk/government/statistics/uk-comparisons-to-financial-year-2024/uk-comparisons-to-financial-year-2024


© Institute for Fiscal Studies

HE spending in the public finances

See Box 5.1, Drayton et al (2025) for a full description of how different types of higher education spending in England are reflected in different fiscal aggregates.

▪ Day-to-day resource spending

▪ Bursaries and (under free-tuition model) all funding for teaching appears in the 

Scottish Government’s main budget as DEL

▪ Comes from SG ‘Fiscal Resource’ and traded off against other priorities

▪ Student loan outlay

▪ Initial loan outlay is Annually Managed Expenditure (‘AME’)

▪ HMT makes AME funding available to Scottish and Welsh governments

▪ Student loan write-offs

▪ Loans partitioned into a loan asset (expected to be repaid) and a ‘write-off 

share’ (capital transfer from govt to borrower when issued)

▪ Any eventual loan write-offs met through separate ring-fenced HMT funding 

▪ Recent increases in student support (↑ loans) came at no cost to Scottish Govt

https://ifs.org.uk/publications/annual-report-education-spending-england-2024-25


▪ Imagine Scottish Govt minded to increase tuition fee by 30% from £1,820 to £4,000 in 2024–25

▪ Adds ~£250 million to teaching resources per cohort

▪ If still paid on students’ behalf by SAAS:

▪ Adds £250 million to Scottish Government cash expenditure

▪ If £4,000 tuition fee payable by Scottish students:

▪ £470 million of tuition fee loans issued to Scottish students

▪ Graduates could expect to repay around £270 million (57%)

▪ Remaining £200 million written-off, met by UK government

▪ Scottish Government would save £210 million

▪ Scottish Government saves £1.77 for every additional £1 of cost to Scottish graduates
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Is Scotland leaving money on the table?

Note: For details of assumptions and further examples, see Ogden and Thomas (2024). 

https://ifs.org.uk/publications/scottish-budget-higher-education-spending
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“Where a devolved administration wishes to offer more generous terms 

for an AME programme, then the excess over that implied by adopting 

broadly similar terms for that programme (and therefore broadly 

comparable costs) must be met by the devolved administration.”

HM Treasury’s Statement of Funding Policy

▪ Arrangement continues so long as ‘broadly comparable costs’ to 

student loans in England

▪ HMT’s rules on student loan AME expenditure apparently constrained 

Welsh Govt policy on student support

▪ But very unclear what measure of cost HMT use

Is Scotland leaving money on the table?

https://assets.publishing.service.gov.uk/media/63f3a4188fa8f561335b4efd/Statement_of_Funding_Policy_update_Feb_2023.pdf
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What might ‘broadly comparable’ mean?

▪ Loan outlay per student?

▪ Entitlements or take-up?

▪ Per capita, per student, per student per year?

▪ Free tuition means outlay much lower in Scotland on any measure

▪ Would imply significant scope to increase loan entitlements

▪ Eventual loan write-off which matters for the UK’s public finances 

▪ Also reflects expected graduate earnings and loan repayment terms

▪ Current loan repayment terms more generous – for same borrowing, 

Scottish graduates would repay less

▪ Some trade off between entitlements and repayment terms?



▪ Teaching resources have been eroded under both free tuition model and with fees

▪ But where taxpayers pay, costs controlled through restrictions on student numbers

▪ Systems across UK assume different parental contributions to living costs

▪ Discontinuities in total support are bad policy design!

▪ Scottish graduates borrow much less, and face more generous loan terms

▪ Possible Scottish Govt is leaving money on the table

▪ Loan repayments should reflect current ability to pay to avoid unaffordable repayments, but 

less clear they need to be ‘progressive’ with respect to lifetime earnings

▪ Zero real interest limits progressivity but means loans a good deal for all graduates

▪ Don’t need every element of tax system to be progressive for overall effect to be
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Some takeaways
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