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UNIVERSITY ADMISSIONS AND FEES 

by Stephen Bush**

 
ABSTRACT 

This short paper sets out proposals to fundamentally change the way the 

state provides funds to the university system.   Unlike the government’s 

Higher Education Bill, admissions policies would be determined entirely 

by universities without regard to background: academic merit and 

motivation would be the only criteria. 

At the end of a 5-year transition period and with no real increase in the 

current Treasury grant for university teaching (about £4 billion), the 

deficits in universities’ finances would be eliminated and they would be 

individually free to set their own fees and admissions policies. 

To achieve this freedom, the Treasury grant would be converted to one 

million state bursaries of average value £4,000 at constant prices, paid to 

the student, and rising to £5,300 as the number of state bursaries 

declined to a more economically justifiable 750,000 (or about 32% of the 

age group) over the transition period.   In addition to the bursary values 

of £5,300, the universities would receive an average of about £2,700 in 

top up fees from the student to meet entirely the average actual cost of 

courses (£8,000) at the end of the 5 years.    

Within the Treasury bursary budget, provision can be made for around 

50,000 scholarships paying full fees.   From the school budget of very 

much more than £20bn, provision can be made for 25,000 one-year 

£4,000 pre-university bursaries to be awarded to potential university 

applicants from poor school backgrounds.

 
** Centre for Manufacture, University of Manchester Institute of Science & 
Technology. 
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1. Scene-setting 

At the time of writing (16.01.04) the government is attempting to obtain 

enough parliamentary support to pass its Higher Education  (HE) bill.   

In its original form the bill proposed to 

(a) Increase university funds by increasing fees payable by UK 

and EU students±  

(b) Increase the numbers of students from ‘poor’ backgrounds 

by a mixture of fee rebates, maintenance grants, and 

exhortation 

(c) Force ‘top’ universities to take more of such students by 

requiring them to satisfy a new regulatory body, the Office 

for Fair Admissions (OFFA), as a condition of being 

allowed to increase their fees. 

 

1.1 Working Party on “Fair Admissions” 

The working party on “Fair Admissions to Higher Education” 

led by Professor S Schwartz (Vice-Chancellor of Brunel 

University) has conducted an extensive consultation exercise on 

the admissions issue to which the present author has given 

evidence♣♣.   The Fair Play on Admissions group (some 

members of which were suggested by the CRE) was also able to 

talk directly to Professor Schwartz through the good offices of 

Andrew Holdenby of Reform and James Clappison, MP – many 

                                                 
± Fees for overseas students outside the EU are already much higher than fees 
for UK and EU students. 
♣♣ I have never come across any academic who would accept that admissions 
have been unfair in any way under their control. 
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of whose constituents are worried that implementing objective 

(c) would be at the expense of highly-qualified candidates from 

independent schools and good state schools in suburban areas. 

 

1.2 Are there “Unfair” Admissions? 

The Schwartz enquiry is predicated on the basic assumption that 

there is bias in admissions procedures against candidates from 

“poor” backgrounds usually defined as social classes C2, D and 

E.   This assumption has been strenuously denied by those 

universities who felt themselves to be the target of such 

criticism.   On the contrary, concerns have been voiced in the 

press that particular university departments have been biased 

against able students from independent schools with the result 

that some candidates with high A-level grades (27-30) have been 

rejected, while others, with significantly lower grades (24-26) 

have been admitted♦.   Such reports led to advice in some 

independent schools to avoid universities exhibiting what was 

felt to be unfairness. 

 

1.3 Limitation of Universities’ Independence 

In recent months much criticism of universities has been vented 

in the press on other grounds, principally the apparently tame 

way in which institutions with Charters and governing councils 

                                                 
♦ An A-level grade A in a relevant subject counts ten points, grade B eight 
points, grade C six points, with 3 A-level subjects providing a maximum total of 
30 points.   Most departments in the Russell group of universities [Ref. 3] do not 
count the ‘General’ paper towards this total.  
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legally independent of government, have seemingly allowed 

themselves to be pushed around by the government. 

 

While Professor Schwartz’s remit did not formally extend to 

examine the direct regulation of admissions by social class, few 

people anywhere outside his team and DfES believe that the 

establishment of OFFA with the power to withhold the right of a 

university to increase fees will not exert powerful pressures on 

universities in this direction – as it is designed to do∅. 

 

Indeed, the whole tenor of the Schwartz consultation exercise  is 

one which implicitly regards the universities, and especially the 

Russell group of universities  as part of a reward system for 18 

year olds, rewards which are to be spread ‘fairly’ over all social 

classes.    Only nominal regard is paid to the fact that starting 

any university course worthy of the name by international 

standards requires a platform of relevant achievement in the 

subject, demonstrable ability to learn advanced material and 

personal commitment to succeed – a combination of qualities 

which it is absurd to suppose is uniformly distributed for every 

subject over every social class or background. 

 
∅ Cambridge University’s proposal to establish a bursary fund dispensing £8M 
per annum (out of an expected £20M from extra fees) to about 20% of its 
students (or about £4,000 each) is surely in anticipation of this power.   These 
students would also receive an additional £1,500 from the Government and 
£1,200 fee remission. 
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1.4 Jobs, Subsidies and the Economy’s Needs 

Beyond vague references in the HE Bill to (entirely 

unsubstantiated) correlations between economic growth and the 

numbers of students in competitor countries, there has been 

virtually no reference in public discussion of what most parents 

take as read, namely the need to match students to courses, and 

courses to jobs, so that their children have reasonable 

expectations of being gainfully employed after graduation.   

Indeed, the Schwartz consultation paper starts off (p.6) by 

stating without making any distinction between types of course 

that HE is a “commodity” which on average brings its 

beneficiaries life-time earnings of £120,000 more than people 

with the minimum A-level admissions qualifications (taken as 2 

A-levels).    Some parents and students facing costs and loan 

repayments of perhaps £30,000 plus three years loss of earnings 

opportunity may well reflect that an average increase of £3,000 

per annum over 40 years may not be worth the trouble. 

 

Where taxpayers’ money is involved in partially funding a 

service not available to all, it has to be recognised that remitting 

the fees of one group constitutes a subsidy to them from other 

people.   While most parents will probably accept a limited 

degree of subsidy to fully deserving British students, they will 

draw the line at subsidising EU students.   Moreover, most 

parents, especially those expected to make a big contribution not 

only to their own children’s costs, but to other people’s children 
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in university education, will expect that their money will not be 

wasted on what Americans call “McGrads” – graduates whose 

only job prospects are flipping hamburgers in McDonalds, or 

similar jobs.   [See Section 3 for new job creation figures.] 

  
  If, under the provisions of the HE Bill, students from the ten EU 

accession countries (with average wages in these countries 

ranging from one-tenth to one-third of the UK’s) have the 

parental income test applied to them, one can expect that 

virtually all will qualify for the proposed fee rebates and 

maintenance bursaries, which the government is now proposing 

to offer in cash ‘upfront’.   In effect these students will obtain a 

free British university education for a wide range of courses.  

 

2. Numbers 

Most of the arguments boil down to resources and numbers: what is 

possible for 250,000 students may be impossible for a million.   Table 1 

[pages 9 and 10] sets out the relation between fees and university income 

in £bn for different total numbers of students.   Science subjects∗ (S) are 

distinguished from humanities subject∗∗ (H) because the costs are 

radically different and the S/H ratio has changed considerably over the 

years. 

 
∗ S – Medicine and Dentistry, Biological Sciences, Agriculture, Physical 
Sciences, Mathematical and Computing Sciences, Engineering and Technology. 
 
∗∗ H – Social Sciences, Business Studies, Librarianship, Languages (incl 
English), Architecture, Nursing (allied medicine). 
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2.1 Fees, numbers and income: Alternative Scenarios

 In Table 1, the position for the current cohort (fees, numbers and 

government funding) is broadly as shown for Case A, estimated 

for undergraduate students born in the years 1983-1985 and 

entering university 2001-2003. 

 

 Current Conservative policy is to reduce total student numbers 

over an (unspecified) period of time to pay for increases in net 

funding per student.   Case B shows the effect of reducing 

numbers by 250,000⊥. 

 

 The latest provisions of the HE Bill are broadly modelled by 

Case C.   Student Numbers are maintained (not increased), but 

student fees (net of rebates to one third of students) are increased 

to an average of £2,700 (max £3,000) from a current net average 

of around £900 (max £1,125).   Provision for bursaries for one 

third of students averaging £900 are paid for by deduction of 

£300 from average fees of £2,700 making average actual income 

per student to universities of £2,400.   The subsidy received on 

average by the children of the poorest third of families is thus 

£1,900, or £950 from each of the students from the families of 

better-off two thirds.    The Treasury grant to the Universities for 

teaching is the same for all three scenarios, namely £4bn.   If the 

                                                 
⊥  Actual reductions in university deficits shown in Table 1(B) will only occur 
on this scenario if there is some corresponding reduction in university staffing. 
 



 9

numbers increase from the present 43% to 50% of the age group, 

then all the deficits will worsen.  

 

Table 1(A) : UK and EU Students Annual Fees * 
and University Income broadly as in 2001-2003 

 
University 

Student  
Numbers 
 on S & H 

courses 

Average 
fees paid 

by students 
net of 

rebates 
£ 

Government 
Grants for 

students on S 
& H courses 

£ 

Income rec’d 
by 

universities 
for students 
on H & S 
courses 

£ 

Av cost to 
universities 

per 
students on 

S & H 
courses 

£ 

Surplus 
(deficit) 

per student 
on S & H 
courses 

£ 

S – 250,000 900 5,100 6,000 11,000 (5,000) 
H – 750,000 
1,000,000 (Av) 

900 
900

3,600 
4,000

4,500 
4,900

7,000 
8,000

(2,500) 
(3,100) 

For ‘poorest’ 
one-third: 
Av. Rebates 
Av. Bursaries 

 
 

225 
- 

    

 
 
*These figures are for approximately one million students in the current 
cohort born in 1983-1985 studying degree courses at undergraduate  
level in universities.  (There are about 1.2M students all-told in 
universities and colleges.   Government grants actually received by 
universities for undergraduate teaching are estimated at £4billion out of 
£4.7billion dispensed by the funding councils.   The budget for Higher 
Education as a whole in these years averaged £6.2billion.) 
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Table 1(B) : UK and EU Students numbers reduced 
Fees unchanged 

 
University 

Student  
Numbers 
 on S & H 

courses 

Average 
fees 

paid by 
students 

net of 
rebates 

£ 

Government 
Grants for 

students on S 
& H courses 

 
 

£ 

Income 
 rec’d by 

universities 
for students 
on H & S 
courses 

£ 

Av cost to 
universities 

per 
students on 

S & H 
courses 

£ 

Surplus 
(deficit) per 
student on S 
& H courses 

 
 
£ 

S – 225,000 900 6,960 7,860 11,000* (3,140)* 
H – 525,000 
Total: 750,000 

900 
 av 900

4,620 
av 5,300

5,520 
av 6,200

7,000* 
av 8,200*

(1,480)* 
av (2,000)* 

 
*  To obtain these figures means that university costs must be reduced in respect of UK 
and EU students by 25%. 

 
 

 

 

Table 1(C) : UK and EU Student numbers maintained,  
Fees increased 

 
University 

Student  
Numbers 
 on S & H 

courses 

Average 
fees paid 

by students 
net of 

rebates 
£ 

Government 
Grants for 

students on S 
& H courses 

£ 

Income rec’d 
by 

universities 
for students 
on H & S 
courses 

£ 

Av cost to 
universities 

per 
students on 

S & H 
courses 

£ 

Surplus 
(deficit) 

per student 
on S & H 
courses 

£ 

S – 250,000 2,700 5,100 7,800 11,000 (3,200) 
H – 750,000 
Total: 1,000,000  

2,300 
 av 2,400

3,600 
av 4,000

5,900 
av 6,400

7,000 
av 8,000

(1,100) 
av (1,600) 

For ‘poorest’ 
one-third: 
Av. Rebates 
Av. Bursaries 

 
 

av 1,000 
av 900 
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As can be seen, both proposals B and C approximately halve the current 

university deficits on UK and EU students but the remainder will 

continue to have to be made good by cross-subsidies from overseas 

students and research contracts.   Small variations from the numbers, 

grants and fees assumed in the Tables will not alter this conclusion. 

 

2.2 Elimination of Universities’ Deficits 

To eliminate these deficits under each of the scenarios A, B, C 

would require: 

A : Numbers and fees unchanged, government grants increase from 
4 to £7.1bn (increase of 77%). 

B : Fees and government grants unchanged, numbers decrease to 
480,000 (overall reduction of 51%). 

C : Government grants and numbers unchanged, maximum fees 
increased to £4,600 (increase of 300% from now). 
 

These numbers show that very large changes are needed under 

each individual scenario to return the university system to 

solvency.   Changes on this scale are probably ruled out on 

general political and, indeed, on practical grounds over a three to 

five year timescale.   Under the government’s proposal C or the 

opposition’s proposal B, the universities will continue to 

haemorrhage cash, or intakes of overseas students will be 

increased, reducing the admissions of British candidates.   

However, if scenarios B and C were combined, i.e. reduction of 

numbers of 250,000 and average fee increases in the HE Bill, 

then deficits would be eliminated subject only to inflation-linked 

fee increases and cost reductions in the universities of about half 

the (percentage) reduction in numbers.   In fact, as seen in the 
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next section, there is good economic and academic sense in 

reduction from the present one million or so undergraduates.  

 

3. Jobs, Courses, and Standards 

A million students at university today corresponds to about 43% of the 

age group born in the three years’ 1983-85.    

 

3.1 Entry Standards 

43% is not much less than the percentage (47%) of this age 

group who obtained 5 or more GCSE grades A* - C.   Only  35% 

of this age group obtained 2 or more A-level passes.     Neither 

of these achievement levels is a secure basis for a university 

course as the world outside the DfES recognises it, particularly 

when account is taken of the severe grade inflation which has 

occurred over the last 15 years.   [Ref. 4] 

 

Parents and students who will make an above average 

contribution to their university courses, and, indeed, the general 

tax payer who will continue to make the biggest contribution 

under any of scenarios A, B, C, are entitled to be reassured that 

their money is not being wasted on students of marginal ability 

and commitment pursuing courses of dubious economic and 

educational value.   On both counts, the data are not reassuring. 

 

3.2 Performance on Course   

The Times of 11th December 2003 [Ref.1] gives the drop-out 

rates and social classes make-up for each university and college 



offering university courses.   The correlation between drop-out 

rates and the percentage of social classes C2, D, E (i.e. that group 

which the present government is most anxious to expand in the 

Russell group of universities) is striking:- 

 

Table 2 : Drop-out Rates 

 Feature 
 
 
Universities 

Drop-out 
Rate % 

% Social Class 
C2, D, E 

 
Russell Group 
(20) [Ref. 3] 

 

5 15 

 
20 with highest 
drop-out rate 

 

27 39 

 

Since, on the whole, the 20 institutions with the highest drop-out 

rates run many courses in less academically demanding subjects 

than those in the Russell Group, and yet have over 5 times the 

drop-out rates of the Russell Group, there is no case at all to be 

made that the Russell Group discriminates unfairly against the 

C2, D, E social classes or that there is a large pool of able 

students being neglected by them.   Indeed, if there were a 

significant government-dictated transfer of C2, D, E’s between 

the two Groups of university, the figures imply that drop-out 

rates in the Russell Group would rise if current academic 

standards were maintained.  
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3.3 Jobs 

It has already been noted (p.5) that the life-time earnings 

premium enjoyed by graduates is not all that great even when 

estimated by advocates of even further expansion of university 

numbers.   Their estimates have to be based on the past when 

graduate numbers were much smaller and the premium enjoyed 

likely, therefore, to be greater than today.  The faith reposed by 

the present Prime Minister and the Chancellor in the graduate 

route to economic prosperity, supposedly validated by American 

experience, ignores entirely the American jobs data.   New job 

creation is given in Ref. 5 and should be compulsory reading for 

all concerned with planning future educational provision at all 

levels.   Table 3 gives an extract:- 

Table 3 :  

The ten fastest growing occupations in the USA 
over a ten year period to the early 1990’s [Ref.5] 

 
  

000’s 
% of total job 

growth 
Building Janitors 
Cashiers 
Secretaries 
Office Clerks 
Sales Clerks 
Nurses 
Waiters (m & f) 
Teachers 
Truck drivers 
Nursing auxiliaries 

780 
740 
720 
700 
690 
640 
560 
510 
420 
420 

3.0 
2.9 
2.8 
2.7 
2.7 
2.5 
2.2 
2.0 
1.7 
1.7 

Total of top 10: 6,180 24% 
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In its basic structure the UK economy is often thought to lag 

behind the US by about 10 years.   To scale to the present UK 

for comparison divide by about 5.   The largest US graduate 

level occupation increase was “Computer Systems Analysts” 

which showed an increase of 217,000 over the 10 year period or 

0.85% of total job growth (since greatly reduced), about 40,000 

in UK terms. 

 

It is a fiction, endlessly propagated by government ministers and 

education professionals (e.g. Panorama 11th January) that the 

service, IT based economy generates vast numbers of graduate 

level jobs.   The really intellectually demanding occupations 

have always been a small minority (perhaps 3 - 5%) of all jobs, 

and all the evidence is they will continue to be so.    To select 

students for the courses supplying these occupations on other 

than academic ability demonstrated at the time, is both socially 

unjust and economically perilous.   It also invites a whole 

succession of legal challenges for which the Baake case in the 

USA provides a highly relevant precedent♦.  Beyond this small 

minority there is a larger minority of occupations, say 20 - 25%, 

for which a university education, if not essential, may be 

desirable. 

 

 
♦ Thomas Baake was turned down by the University of California Medical 
School but subsequently discovered that minority students from allegedly 
disadvantaged backgrounds had been admitted with much lower marks on the 
entry tests.   Ultimately the US Supreme Court directed UCMS to change its 
rules and compensate Baake. 
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However, to allow a substantial minority beyond this to spend 3 

years at public expense doing little or nothing of educational 

value or of relevance for the economy, will simply stoke the fires 

of discontent among themselves, other students, and taxpayers 

alike. 

 

4. An Alternative Policy 

As the scenarios in Table 1 demonstrate, the effects of provision by the 

State depends crucially on the numbers involved.   However, there is one 

principle independent of the numbers which will surely command 

widespread support among parents, employers and the universities 

themselves.   This is that the criteria for entry on a university course 

should be academic ability and motivation, and that assessing these two 

criteria should be in the hands of the university staffs without regard to 

students’ financial or social backgrounds.    

 

To introduce social background criteria either directly by numbers or 

indirectly by financial allocations for exceeding social targets♠ or 

penalties for not meeting them – is to go down the Marxist road of social 

engineering last seen in the late unlamented communist regime of the 

DDR (East Germany). 

 

4.1 Switching State Funding to the Student 

The present funding crisis has arisen because the universities, 

while nominally independent of the state are compelled to 

                                                 
♠ as in the £25M p.a. post-code premium administered by the Higher Education 
Funding Council for England (HEFCE)  
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provide a service (degree standard education) at prices fixed by 

government (through the funding councils’ grants) below cost 

for an expanding number of customers (students) only slightly 

moderated by their abilities to take advantage of the service.   

The present university system is, in fact, identical with the 

nationalised British Railways where maximum fares were 

controlled, subsidies provided on ‘social’ grounds and 

investment dribbled in at intervals after wearisome negotiations 

with the Treasury⊗.    Even the current system of fee rebates (to 

be expanded under the HE bill) has its exact counterpart in the 

imposed system of concessionary fares.   All figures below are at 

constant prices (i.e. they exclude any inflation allowance in the 

years ahead.) 

 

Proposal 1 

 The present system of Treasury grants to universities for 

teaching UK and EU students (approx £4bn) be replaced by a 

system of approximately one million bursaries and scholarships, 

average value £4,000, paid directly to the students in the form of 

vouchers which universities would exchange for cash. 

 

The bursaries would be paid to universities through the student’s 

local authority using ring-fenced monies obtained from the 

Treasury.   A three-year local authority residence qualification 

                                                 
⊗ Nothing much is different, except in its complexity, in the present semi-
privatised rail transport system. 
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prior to starting and annual evidence of attendance on course 

would be required.  

 

The scholarships, which would be additional to the bursaries, 

would be awarded by competitive examination to a fixed number 

of students each year, for three years, and would top up the 

bursaries to cover full fees.   A maintenance element could be 

added at additional Treasury or Local Authority cost or at the 

discretion of individual universities. 

  

The value of individual bursaries and scholarships would depend 

on the broad category of course to be undertaken (e.g. whether S 

or H) reflecting their different costs to the universities. 

 

There would be no parental income or sociological background 

factors involved in the award of either bursaries or scholarships. 

 

Proposal 2 

Over a 5 year transition period the Treasury grant would be 

maintained at £4bn but the number of state bursaries and 

scholarships would be reduced from one million (present 

undergraduate  numbers) to 750,000 (about 32% of the relevant 

age groups).  During this transition period the value of the 

bursaries would rise from £4,000 (now) to about £5,200. In 

addition 50,000 scholarships would be introduced worth the full 

fees (on average £8,000 – see Table 1). For students with 

bursaries the additional fees payable would rise in step over 5 
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years from £1,125 (now) to £2,800.  These changes would, taken 

together, eliminate the present deficits on teaching UK students. 

 

The scholarship examination would be based on the A-level 

syllabuses but would be designed to test general mental ability in 

that context.   The effects of special coaching would be 

minimised by the design of questions. 

 

Proposal 3 

For those applying for a bursary, the present system of loans 

would continue but expanded to cover up to the full fee cost and 

maintenance at £4,000 p.a.   This would constitute a civil debt 

repayable over 10 years once earnings exceeded the average full-

time wage in whichever country the graduate subsequently 

resided. 

 

Proposal 4 

Intending students do not have to present themselves at 18: 

indeed, universities appreciate the extra commitment which a 

year or two’s delay may bring.   Where an able student for 

reasons of poor schooling may not be as well prepared at 18 as 

others may be, it is proposed that a system of top up years be 

established.   Bursaries of £4,000 would be awarded by 

competitive examination to up to 25,000 students to attend for 

one year the sixth form of a school with a proven record of 

academic success – either in the state or independent sector – for 

the purpose of redressing the disadvantage of their original 
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schooling immediately prior to sitting or re-sitting A-levels.   

The £100M cost of this proposal would come from the schools 

budget. 

 

4.2 Freedom for Universities

Proposal 5 

Universities would be free at the end of the transition period of 5 

years to raise fees for individual courses and award scholarships 

at whatever levels they deemed appropriate.  The freedom to 

charge lower fees to UK/EU than to non-EU students would be 

protected.   Universities would be entirely free to manage their 

affairs, as private charities, on a supply and demand basis. 

 

Proposal 6 

Following their loss of role in allocating teaching monies to 

universities, the funding councils for England, Scotland, Wales 

and Northern Ireland role in allocating research monies would 

pass to the Research Councils.   The Funding Councils would 

then cease to exist.   The Office for Fair Access  (OFFA) would 

not be established, or if established, abolished. 

 

Corollary 

Out of 152 universities and colleges listed in Ref. 1 – some very 

recent in a university role -  it is likely that a fair proportion will 

not survive in the new market environment and will have to 

amalgamate or revert to their previous roles. 
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