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This short note is based on recent research by HEPI and others. It looks at seven higher 
education issues against the backdrop of the forthcoming 2024 General Election and 
considers the challenges facing the new government.

1. How are universities funded?
UK universities are funded through three main income streams:

1. Tuition fees and grants for teaching home students;

2. Funding for research; and

3. Tuition fees paid by international students, which are generally higher than the 
fees for home students.

In England and Wales, universities can charge home undergraduates £9,250, while in 
Northern Ireland, they can charge up to £4,710. In Scotland, tuition costs are paid by the 
Scottish Government and local students pay nothing.

Across the four parts of the UK, the annual amount institutions receive to educate a 
domestic student has been falling in real terms. Tuition fees in England and Wales have 
barely increased since 2012 and are now worth just £6,000 in 2012 prices.1 This means 
universities receive a third less per domestic student than they did a decade ago. 
Institutions now make a loss on teaching most domestic students.

Public funding for research comes from universities’ recent research performance – 
assessed through a process known as the Research Excellence Framework (REF) – and grant 
funding for individual projects. As with teaching home students, there is a considerable 
shortfall in the funding of most university-based research projects.

Institutions have responded by diversifying their income streams, including by recruiting 
more international students. There is no limit on the fees institutions can charge 
international students. As a result, fees are often much higher than for domestic students. 
These fees cross-subsidise the teaching of home students as well as research shortfalls.

However, the international student market is not a limitless source of income and can 
fluctuate with exchange rates, global events (such as Russia’s invasion of Ukraine) and 
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national migration policies (such as the recent ban on students on taught Master’s 
programmes bringing dependents to the UK with them).

As a result, many institutions face financial instability. According to the Office for Students, 
40% of institutions are expected to be in deficit in 2023/24.2 More than 60 universities are 
reported to be making redundancies.3

Ensuring the financial stability of higher education should be an urgent priority for the 
new government. Options include raising tuition fees for home students, increasing public 
investment and increasing contributions from employers.4

2. University research
Alongside the teaching of students, the other main activity of higher education institutions 
is research. The UK spends around 3% of its GDP on research.5 Of this, around 30% comes 
from public spending and 70% from business. 

A higher proportion of research is conducted within universities in the UK than in key 
competitor countries. The financial sponsors of the research include UKRI (UK Research 
and Innovation) as well as devolved funding bodies, charities and industry. However, only 
around two-thirds of the costs of research are covered, leaving a shortfall across the UK 
of around £5 billion a year.6 This is made up in part by tuition fees paid by international 
students.

Figure 1: TRAC full economic cost surplus / deficit by activity, 2021/22 (UK higher education 
institutions)

The quality of the research environment, the working conditions, culture and environment 
where research takes place, is also important. The most conducive conditions for research 
are clear pathways for early-career researchers, smooth migration processes for researchers 
from other countries and good access to high-quality infrastructure.7 
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These conditions are easiest to deliver when there is long-term planning, allowing the 
right infrastructure to be put in place and improve the pipeline for new researchers. 
But there has not been stability in recent years: instead, there have been eight 
different Ministers with responsibility for science and research in the last decade, and 
Whitehall restructuring has meant several different government departments have had 
responsibility for research.

University-based researchers have also faced sharp rhetorical attacks in recent years. At 
the 2023 Conservative Party Conference, Ministers launched a campaign to ‘kick woke 
ideology out of science’. 

3. Internationalisation
The number of international students has increased significantly since 2020 but has 
declined recently. Around 380,000 non-EU nationals arrived in the UK on study-related 
visas in 2023.8

Figure 2: Long-term arrivals to the UK, all reasons

  0
  50,000 

 100,000 
 150,000 
 200,000 
 250,000 
 300,000 
 350,000 
 400,000 
 450,000 
 500,000 

End of 2019 End of 2020 End of 2021 End of 2022 End of 2023

423,000

379,000

81,000
75,000
50,000
21,000

Work Study Family Asylum Humanitarian Other

Various research shows international students bring benefits to the UK:

· Financial benefits for institutions: In a recent report on the Graduate Route visa, the 
Migration Advisory Committee (MAC) argued that if international student numbers fall 
significantly, universities will experience ‘further substantial financial difficulty’ leading 
to ‘job losses, course closures and a reduction in research’, with the possibility of an 
institution failing.

· Soft power: HEPI research shows a quarter of countries have a senior leader educated 
in the UK tertiary sector.9 Students who study here often form favourable opinions of 
the UK.

· Wider economic benefits: The net economic contribution of just one cohort of 
international students to the UK is £37.4 billion.10



Figure 3: The net economic contribution of international students by region

International students have been the subject of heated debate in recent months. The UK 
Government recently disallowed taught postgraduate students from bringing dependents. 
It also commissioned a review from the MAC into the Graduate Route visa, which allows 
students to remain in the UK for at least two years after graduating. The MAC recommended 
the Graduate Route should remain but that recruitment agents, who it is thought are 
responsible for some improper behaviour, be clamped down on. The Government accepted 
these recommendations. 

Partly because of these policy changes, the number of international student applications 
has fallen by more than a quarter over the last two years, with implications for universities 
and wider society.11

4. Students’ cost of living
The cost-of-living crisis has affected students significantly. Research by the National Union 
of Students (NUS) suggests around one-in-10 students has used a food bank, while one-
third of students say financial challenges put them at risk of leaving their programme.12
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Figure 4: The financial challenges faced by students 

My financial situation is worse  
      now than it was a year ago.

   I am at risk of leaving my programme early  
                      because of financial challenges.

    I have missed out on extracurricular experiences  
 at university, such as societies, cultural events and  
            sports clubs, because I couldn't afford to go.

I have missed out on social experiences at  
  university because I couldn't afford to go.

0% 15% 30% 45% 60%

55%

53%

33%

58%

The recent HEPI / TechnologyOne Student Minimum Income Standard calculated that 
students need £18,600 a year outside London and £21,800 in London to have a minimum 
acceptable standard of living while studying.13 But current maintenance support, provided 
to students to cover their costs while studying, falls short of this level in all four nations. For 
example, students receiving the maximum loan in England fall short by £8,400.

Figure 5: The difference between maintenance support and the Minimum Income Standard for 
a student studying outside of London
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This shortfall means students must increasingly resort to other sources of income. More 
than half of students (56%) did part-time work during term-time in the 2023/24 academic 
year, up from 45% in the two years since 2021/22. Those who work do an average of 14.5 
hours of part-time work a week.14 Around one-in-20 students has drawn on emergency 
‘hardship’ funding from their institution.

This work is putting greater strain on students and their time. The average number of hours 
spent in study and employment per week is now 42, which rises to more than 50 hours for 
students who do paid employment. This is much more than the 36.6 hours worked by the 
average (non-student) worker in full-time employment. 
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Postgraduate students also face great challenges. A postgraduate student loan worth 
£10,000 was introduced in 2016/17 to support with costs, which has now risen to £12,417. 
But in many cases, this will not even cover a student’s living costs let alone their fees. This 
may help to explain the drop in the number of home students on taught postgraduate 
courses.15

In a recent HEPI paper, three university leaders backed greater financial support for 
students.16

5. Degree apprenticeships and the Lifelong Learning Entitlement
The current Government has encouraged entry into higher education through routes 
other than the traditional full-time residential degree. These routes can theoretically make 
higher education accessible to a wider range of people, particularly mature students and 
those working full-time.

Higher apprenticeships and degree apprenticeships enable students to work in a 
profession while studying for a degree-level qualification in the same area. Apprenticeships 
are funded by the Apprenticeship Levy, whereby larger businesses pay into the levy ‘pot’, 
which businesses can draw on to cover the cost of training apprenticeships.

However, though the Government has introduced degree apprenticeships in new subjects, 
the overall number of apprenticeship starts has decreased from around 500,000 in 2015/16 
to around 337,000 in 2022/23.17

Figure 6: Apprenticeship starts by type

 

More apprenticeships are undertaken by students aged 25 and older than by younger 
students. This suggests apprenticeships are being used by people already established 
in their careers to raise their skills. The number of school leavers undertaking high-level 
apprenticeships is relatively small. In 2022/23, under 4,000 18-year-olds began a degree-

 6 • Policy Note June 2024



level apprenticeship. Another concern is that close to half of those who start apprenticeship 
courses do not complete them. 

The incoming Government will also take responsibility for the new Lifelong Learning 
Entitlement (LLE). The LLE will give all adults entitlement to funding for four years of 
higher education study and will allow them to take individual modules at different 
institutions, rather than signing up for a full course as they are currently expected to do. 
However, there are questions about how this system will work in practice, as it might 
require universities to redesign their courses significantly, and there are uncertainties over 
the future likely levels of demand.18 Partly as a result, the implementation of the LLE has 
been delayed from 2025 to 2027.

6. Higher education regulation
In England, the main regulator of higher education institutions became the Office for 
Students (OfS) in 2018. The work of the Office for Students is governed by various statutory 
duties, including:

• protecting institutional autonomy;

• ensuring choice for students; and

• promoting value for money.

The OfS’s powers have grown since its foundation, particularly with the creation of a new 
Director for Freedom of Speech and Academic Freedom and the taking on of new duties 
related to quality previously undertaken by the Quality Assurance Agency (QAA).

The OfS register puts providers into two groups: 

‘Approved (fee cap)’ providers (around 80% of institutions): They may not raise their 
fees above £9,250 a year but are entitled to grant funding for more expensive courses and 
Quality-Related (QR) funding for research.

‘Approved’ providers: They are exempt from a small number of the conditions that apply 
to other institutions but receive no public funding.19

The current regulatory system was designed to stimulate market competition to 
promote supply-side reform, including the foundation of new institutions.20 But this was 
deprioritised, with the Department for Education confirming in 2022 that an increase in 
the number of higher education institutions was no longer a priority.

As of mid-2024, there are around 425 regulated higher education institutions, short of 
the 600+ expected by 2023/24.21 But there are many franchisees not on the Register who 
deliver higher education in partnership with universities.22 

The OfS has been the subject of significant criticism. A critical 2023 report by the House of 
Lords’ cross-party Industry and Regulators Committee concluded the OfS’s approach has 
often been ‘arbitrary, overly controlling and unnecessarily combative’ and as ‘an instrument 
of the Government’s policy agenda’ rather than an independent regulator.23

The OfS has responded constructively to such criticisms, noting it had significantly 
increased its engagement with institutions in response to feedback. As part of the Public 
Bodies Review Programme, an independent review of the OfS has recently concluded and 
the incoming Government will need to publish the conclusions.
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In England, regulation is split into two, with the OfS focusing on higher education and the 
Skills Funding Agency on other post-18 provision. But there has been some discussion of 
moving towards a single ‘tertiary’ system which would bring the two together. 

This would bring England more in line with other parts of the UK. The Scottish Government 
has pushed a ‘whole-system view of coherent tertiary provision’.24 In Labour-run Wales, the 
new Commission for Tertiary Education and Research (to be known as Medr) is starting its 
work as the UK’s first combined higher education and further education body.25 It seems 
unlikely that an England-wide tertiary system could be implemented easily, as England is 
so much larger than the other nations, but the growth of regional devolution may offer 
new options.

7. Student voters
Recent opinion polls suggest students lean heavily towards Labour.26 However, there is 
significant support for the Green Party. But as of April 2024, almost one-in-three students 
(30%) had not decided how they would vote.

Unusually, while general elections usually take place during term-time, the 2024 General 
Election is on 4 July, which is during the summer holidays for most students. This means 
students who live away from home during term-time are likely to vote at home. This may 
increase the number of students who vote, as most students are registered to vote at only 
their home address.27

Figure 7: Student voting intention, April 2024 
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It also means students are less likely to vote in urban constituencies near their university, 
which are often held by Labour with a large majority, and more likely to vote where their 
families live, which may be in rural constituencies. Recent HEPI / NUS research suggests 
this could change the result in up to 35 constituencies held by the Conservatives in 2019.28

When asked by HEPI about their top three priorities, six-in-10 students put the NHS in 
either first (39%) or second (22%) place.29 Recent polling from the NUS suggests students 
also put the cost of living, education, housing and mental health, in addition to health and 
the NHS, above student funding in importance.
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But the most striking finding from recent student polling is the level of frustration on 
whether policymakers care about young people: the overwhelming majority of students 
polled by the NUS disagree with the notion that ‘politicians generally value the views of 
young people’ and only a tiny minority agree.

Figure 8: Do politicians generally value the views of young people?
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