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Overview
Policy discussion around tertiary education in Scotland, at least at Holyrood, seems to
be oddly detached from reality. Across our university sector we currently have:

e financial crises and job cuts;

e short-fall funding having to be found to prop up a university?;

e a cap on the number of Scottish students able to attend Scottish universities;

¢ afall in international students, whose high fees help cross-subsidise Scots.

And while politicians boast of the lack of tuition fees, living expenses are not free and
London Economics has estimated that the average debt on graduation per student (for
full-time first-degree students from Scotland studying in Scotland) at £32,600.2

At the same time, while we have prioritised our universities, our college sector is being
decimated - the current budget leaves colleges struggling with a persistent, real-
terms funding cut of 17 per cent since 2021/223. Despite the importance of the FE
sector in terms of delivering skills, working with local economies and as a route to
university for so many, for too long society, politicians and parents have viewed colleges
as a “lesser than” option. This mindset needs to change.

And all of this is against the backdrop of a cost-of-living crisis and global instability
contributing to shrinking budgets and the need for difficult decisions to be made.

With less than a year until the next Scottish election, it may have been hoped that all
parties recognised that the status quo was unsustainable and were developing policies
to reform this system, and in doing so, being honest with the public about the difficult
decisions that lay ahead.

But there have been few signs of political leadership and there is a very real danger that
we end up in a situation in five years’ time, ahead of the 2031 Holyrood election, where
nothing has changed...apart from the resulting deterioration in the sector, job losses,
lost skills and lost education.

Enlighten is delighted to have been invited to participate in this important conference
organised by Professor Alice Brown, Sir Andrew Cubie and the RSE. Our policy
provocation focuses on the funding of Higher Education and why we believe we need
a graduate payment system in Scotland. However, we would stress that this alone is not
enough to build a sustainable future for the sector - whether students contribute or
not is only one part of longer term strategic thinking that is required.

" Dundee University to benefit from £15m financial help from Scottish Government | STV News
2 HEPI, 2024 How-should-undergraduate-degrees-be-funded_.pdf
3 https://collegesscotland.ac.uk/news/latest/612-comment-from-colleges-scotland-draft-budget-fails-to-recognise-the-vital-role-of-colleges


https://news.stv.tv/north/dundee-university-to-benefit-from-15m-financial-help-from-scottish-government
https://www.reformscotland.com/wp-content/uploads/2024/04/How-should-undergraduate-degrees-be-funded_.pdf

Beware the silo

“The reality is that we need a fundamental change to how public money is spent to ensure
services can meet demand and remain affordable beyond the short-term.”

Stephen Boyle, Auditor General for Scotland, November 20244

Politics and debate in Scotland has, for far too long, been guilty of falling into a siloed
mentality, where decisions are binary and viewed only in terms of being “good” or “bad”.
Nuance is far too often abandoned.

It should go without saying that free, or more accurately taxpayer-funded, university
tuition is a noble ambition. Society as a whole benefits from having a well-educated
workforce and policies which help achieve that aim should not be readily dismissed.

However, the discission about university funding must not be viewed in isolation. Public
money that is used in one area of spending cannot be used in another. With so many
problems facing our public sector, alongside a growing number of revenue demands,
additional taxpayer revenue cannot be used to provide long-term funding solutions for
universities. This means other revenue streams, or funding solutions, need to be
considered.

A lot has been said of the highly lucrative overseas student market. However, not only
is that volatile and dependent on a range of global factors, as well as UK government
visa restrictions, but there is a huge variation in the number of higher-fee-paying
students across the different Scottish institutions. At St Andrews, in 2023/24, 42% of
first degree full-time students were international students. At Edinburgh it was 32%.
Near the other end of the scale, at UHI 3% were international and 2% at Glasgow
Caledonian.

HESA: First Degree, Full-Time Undergraduate student enrolments in Scotland 2023/24

Total Non-

HE provider Scotland |% Scottish| rUK %rUK UK %nonUK | Total
University of St. Andrews 2,575 29% 2,565 29% 3,700 42% 8,845
University of Edinburgh 8,585 34% 8,650 34% 8,155 32% 25,390
Glasgow School of Art 1,020 56% 410 22% 410 22% 1,830
Royal Conservatoire of Scotland 515 61% 150 18% 185 22% 845
University of Glasgow 13,520 64% 3,440 16% 4,135 20% 21,130
Heriot-Watt University 4,550 70% 775 12% 1,215 19% 6,545
University of Aberdeen 6,430 70% 1,270 14% 1,420 15% 9,190
University of Dundee 7,295 75% 1,080 11% 1,345 14% 9,720
University of Stirling 6,165 75% 995 12% 1,110 13% 8,275
Queen Margaret University 2,610 82% 165 5% 425 13% 3,200
Edinburgh Napier University 8,090 84% 505 5% 980 10% 9,605
Robert Gordon University 6,630 89% 125 2% 695 9% 7,445
University of Strathclyde 11,285 84% 1,035 8% 1,070 8% 13,400
University of the West of Scotland| 8,915 86% 610 6% 785 8% 10,315
Abertay University 2,870 88% 200 6% 185 6% 3,255
UHI 2,495 93% 80 3% 90 3% 2,695
Glasgow Caledonian University 12,460 96% 160 1% 305 2% 12,925
SRUC 540 97% 15 3% 5 1% 555
Total 106,545 69% 22,200 14% 26,220 17% | 155,160

4 Audit Scotland News release


https://audit.scot/uploads/2024-11/nr_241121_fiscal_sustainability_and_reform_pr.pdf

Graduate Payment - Shifting the dial from “free”

We believe that there needs to be a better balance between the individual graduate
and Scottish taxpayers in the contribution towards higher education. While it is true to
say that society as a whole benefits from having a well-educated workforce, the
individual graduates themselves also benefit from the higher earnings they accrue. At
present, only wider society pays for graduates through the tax system, while the
graduate does not contribute directly. The introduction of a graduate fee would provide
a better balance with the individual graduate as well as taxpayers contributing towards
higher education. Such a system should not deter anyone from entering higher
education because the amount would not need to be paid up front and potentially
would not be repaid if the earnings threshold is never crossed.

Some have argued that this is unfair on current and future generation of students - that
it is expecting them to pay when older generations had no fees to pay, or were even in
receipt of full maintenance grants. However, in previous generations the proportion of
school leavers going to university was lower. Demand for university places in Scotland
is growing, but supply is unable to keep up with demand due to the cap. Data from
UCAS show that there was a 56 per cent increase in the number of Scottish-domiciled
applicants to Scottish universities between 2006 and 2021, and a 47 per cent rise in
the number of acceptances - a huge increase over only 15 years. However, there has
been an almost doubling in the number of Scottish-domiciled students who have been
unsuccessful, from 8,630 in 2006 to 15,850 in 2021, though it is important to note that
this big increase in demand is not spread evenly across the university sector. Ultimately,
while it may seem unfair on future students that they may have to contribute, it also
ensures that more people are able to meet their ambition of going to university.

We favour the introduction of a fee after graduation, to be paid once they earn more
than the Scottish average salary, currently around £32,000°. This cost would not be
incurred on starting university - it is not a deferred fee. A commission should be set up
to examine what the graduate fee should be. The Cubie report 25 years ago suggested
a graduate fee of £3,000, which would be about £5,500 today, and this could be the
starting point for consideration. Any figure should take account of different variations
in terms of the true cost of the course and potential skill shortages.

We would also want the commission to look at the whole system of student finance,
including grants and loans.

However, introducing a graduate fee would not necessarily mean an end to entirely
‘free’ tuition. Rather it provides an opportunity to look at the skills gaps that exist in
Scotland and the possibility of developing schemes which cut or scrap payments for
graduates who work in specific geographic areas or sectors of Scotland. While there are
other policy issues which need to be addressed to look at our demographic challenges,
such as housing, incentives to encourage graduates to stay and work in Scotland have
to be developed. Indeed, it could be argued that schemes which are designed to
incentivise graduates in this way offer another route for those who have gained from
Scotland’s university system to ‘pay back’ to society.

5 This includes full and part time workers : Annual+Survey+of+Hours+and+Earnings+2024+-+Tables.xlsx
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According to HESA’s latest graduate destination data, covering 2021/22, Scotland is
losing graduates.® While our workforce gained 1,400 graduates who had lived in, and
graduated from elsewhere in the UK, we lost over 5,000 graduates who had either lived
in, or studied in, Scotland. Could discount schemes be devised to help encourage more
of these graduates to stay and work in Scotland? The published HESA data does not
break down in to specific courses, but the loss of graduates in controlled subject areas,
such as medicine, is of particular concern due to the impact it has on meeting demands
elsewhere in our public services.

Domicile in Graduated from a university in | Working in 2021/22
Scotland Scotland rUK 1,890
Scotland rUK rUK 830

rUK Scotland rUK 2,595

Total number of students who lived in, or studied in Scotland, but now | 5,315
working elsewhere

rUK | rUK | Scotland 1,400

Total number of students who had not lived in or studied in Scotland, but | 1,400
now working in Scotland

For Scottish graduates who do choose to move away from Scotland, a graduate
payment system also ensures that while they may not contribute through the tax
system after graduation, they still make a financial contribution in recognition of their
university education.

Conclusion, and beyond

We have been arguing for many years that the system of funding university provision
in Scotland needed to be reformed, but timing is now of the essence. We have always
advocated for a graduate fee, a system under which individuals start paying once they
are earning more than the Scottish average salary. If implemented, it could take four
years for any of that money to begin to be collected. Ideally we want to avoid a situation
of ever-increasing up-front fees. However, if the policy discussion refuses to shift at
Holyrood, we fear that is where Scotland may be forced to end-up.

Our specific policy contribution for the RSE discussion focuses on how we pay for
university tuition, and why we believe we should introduce a graduate payment. We
would stress that this policy is not a silver bullet and should not be considered in
isolation. Whatever solution is adopted to address the current university crisis will have
implications elsewhere in the sector.

We need to recognise that all parts of our education system are linked and have huge
impacts on the economy and public services. While education does not appear to be
the electoral priority it once was, we cannot fix our NHS, deliver economic growth,
address Net Zero or tackle any of the other major challenges the country is facing
without an education system firing on all cylinders.

8 Figure 15: Graduate Outcomes 2021/22: Summary Statistics - Graduate salaries and work locations | HESA
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