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EXECUTIVE SUMMARY 

Between 1962 and 1990 all UK domiciled full-time undergraduate students paid no tuition fees 

and received a non-repayable grant for living costs. The amount received in the form of a grant 

for living costs was assessed according to household income. Student loans to cover living 

costs were introduced across the UK in academic year 1990/91. As time has passed, student 

loans for living costs have increased and come to play a more significant role in providing living 

cost support to full time undergraduate students. 

In the late 1990s, with devolution leading to a range of powers being devolved to the new 

Scottish Parliament, changes to the funding and support arrangements for higher education 

took place across all four countries in the UK. In Scotland, from academic year 2000/01, tuition 

fees for eligible full-time Scottish and EU students studying at a Scottish higher education 

institutions (HEIs) were paid direct to the HEI by the Student Awards Agency for Scotland 

(SAAS). However, students from the rest of the UK (“RUK students”) who were taking full-time 

undergraduate degree programmes at a Scottish HEI were required for the first time to pay 

tuition fees to study in Scotland. 

The SNP in government has set out its opposition to full-time undergraduate students paying 

tuition fees to access higher education. The Cabinet Secretary for Education and Lifelong 

Learning, Michael Russell MSP, has said: “In this country, higher education is, and will continue 

to be, based on the ability to learn, not the ability to pay‟ (Scottish Parliament 2011). Since the 

abolition of the graduate endowment, Scottish domiciled full-time undergraduate students who 

study in Scotland have not been required to make a financial contribution towards the cost of 

tuition. 

Variable tuition fees and student loans to pay these fees were introduced in England in 

academic year 2006/07. The maximum tuition fee charge that year was £3,000. In academic 

year 2012/13 the maximum tuition fee increased to £9,000. If a fee above £6,000 is charged, 

the institution must meet criteria to ensure that all eligible students, regardless of background, 

can access courses charging such fees. These arrangements require approval from the Office 

for Fair Access.  

As a result of the introduction of variable tuition fee charges at HEIs in England, concerns arose 

in Scotland about the potential for a funding gap to open up with Scottish HEI’s having a lower 

income from tuition fees than HEI’s in other parts of the UK. The Green Paper on Higher 

Education "Building a Smarter Future" (Scottish Government, 2010) established a short-life 

technical working group involving the Scottish Government and Universities Scotland to 

'consider the size and nature of any gap in funding between north and south of the border which 

may be opening up, and comment on the possible effect of some of the funding solutions in this 

paper in terms of helping to close that gap.' (Scottish Government and Universities Scotland, 

2011). In light of this work, the Scottish Government took the decision to allow Scottish HEIs 
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from academic year 2012/13 to charge up to £9,000 for tuition to RUK students who came to 

Scotland to take part in full-time undergraduate study. 

An overview of the maximum amount of student support available to full time undergraduate 

students domiciled in the four countries of the UK in academic year 2013/14 is provided in Table 

1. This shows that the maximum amount of living cost loan and non-repayable living cost grant 

varies widely between the four countries. For example, living cost grants for those on the lowest 

incomes are higher in other parts of the UK than in Scotland, and the income thresholds at 

which grants are provided also varies significantly between each country. There are also 

important differences in the student support available to Scottish and Northern Irish students 

who opt to study in a country other than their home domicile. Scottish domiciled full-time 

undergraduate students who opt to study in Scotland have tuition paid by the Scottish 

Government (via SAAS). However, when a Scottish domiciled student opts to study at an HEI in 

another part of the UK, SAAS does not pay his/her tuition fees to the institution. Rather the 

student can apply to SAAS for a non-income assessed student loan to meet the tuition fee 

charge. 

The rules regarding eligibility, repayment and cancellation of student loans differ across the UK. 

This has implications both for the amount that is repaid and for when repayments start and are 

cancelled. Information on the key differences between Scotland and England are provided to 

highlight how the systems operate in the two countries. 

The briefing concludes with an analysis of student loan borrowing for Scottish domiciled and 

English domiciled students who are studying in their home country and have taken an estimated 

average amount of student loan each year of their studies. Based on the data in the ready 

reckoner created for the Department for Business, Innovation and Skills (BIS), an analysis of 

total repayments by income decile and comparison of annual repayments by income decile are 

provided to show how the schemes work in Scotland and England. 
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BACKGROUND 

Between 1962 and 1990 all UK domiciled full-time undergraduate students paid no tuition fees 

and received a non-repayable grant for living costs. The amount received in the form of a grant 

for living costs was assessed according to parental / household income. Student loans for living 

costs were introduced across the UK in academic year 1990/91. As time has passed, student 

loans for living costs have increased and come to play a more significant role in providing living 

cost support to full time undergraduate students. 

In September 1998 a means tested tuition fee (of £1,000) was introduced for all full-time 

undergraduate students at higher education institutions (HEIs) anywhere in the UK. In the same 

year, student grants were abolished. The result was that the only public source of financial 

support to cover living costs from 1998 was government sponsored student loans. These 

changes were a response to an increasing number of people participating in higher education, 

with the government trying to find a way to manage the growing cost to the public purse of 

funding higher education (Greenaway and Haynes, 2003). 

As a result of recommendations set out in the inquiry into higher education, chaired by Sir 

Ronald Dearing (1997) the UK government changed the way that student loans were 

administered. From 1998, student loans were issued using an income contingent repayment 

arrangement, replacing the previous mortgage style loan that had been in place since academic 

year 1990/01. Below is a summary of the key differences between these two types of loan: 

 Mortgage Style Loans (MSLs) were offered to those on courses that began before 

September 1998. Sometimes called a fixed term loan, MSLs are normally paid back over 

a fixed amount of time. For students on courses lasting four years or less the repayment 

term for MSLs was 60 months (5 years), while for students on courses that lasted five 

years or more, the repayment term was 84 months (7 years). The monthly repayment 

amount was calculated by dividing the total amount borrowed, plus interest accrued to 

date, by the number of repayments due. MSLs only became repayable once earnings 

were above a specific threshold. Interest carried on being accrued while the student loan 

remained outstanding. 

 Income Contingent Loans (ICL) were introduced in 1998. ICLs involve repayment of a 

percentage of income above a specific threshold. The percentage used to date has been 

9 per cent of earnings above the earnings threshold. Since September 2012, different 

repayment terms apply to those taking out ICL in Scotland and Northern Ireland (Plan 1) 

or in England and Wales (Plan 2). More detail on these is provided below. 

TUITION FEES IN SCOTLAND 

In the late 1990s, with a range of powers being devolved to the new Scottish Parliament, 

changes to the funding and support arrangements for higher education took place across all 

four countries in the UK. In Scotland, from academic year 2000/01, tuition fees for eligible full-

time Scottish and EU students studying at a Scottish HEI were paid direct to the HEI by the 

Student Awards Agency for Scotland (SAAS). However, students from the rest of the UK (“RUK 

students”) who were taking full-time undergraduate degree programmes at a Scottish HEI were 

required for the first time to pay tuition fees to study in Scotland.  
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An honours degree is Scotland typically takes four years to complete, compare with three years 

elsewhere in the UK. This difference was noted in the House of Commons Select Committee on 

Education and Employment interim report (2001), which focused on access to higher education. 

This difference was suggested to lead to an anomaly when tuition fees were introduced for 

students domiciled in England, Wales and Northern Ireland. An independent review of tuition fee 

arrangements for students studying at Scottish universities, chaired by Sir George Quigley 

(Quigley, 2000), looked at this issue. It recommended that a fee concession for the final honours 

year at Scottish institutions should be given to students domiciled in other parts of the UK. It 

also recommended that “Scotland should meet the costs of providing the fee concession”. The 

Scottish Executive accepted the recommendations, at an estimated cost of £2.5 to £3.2 million a 

year. 

The Independent Committee of Inquiry into Student Finance (the Cubie Committee) was 

established by the Scottish Executive in 1999 (Cubie, 1999). Tuition fees had been a high 

profile issue during the first Scottish Parliament election campaign, and formed part of the 

Labour and Liberal Democrat agreement to form a coalition Executive. Among the 

recommendations in the Cubie Committee report was a proposal that a Scottish Graduate 

Endowment should be established, with loans available to assist with meeting this cost, payable 

once graduates were earning at an agreed level. From 2001/02, with the passing of the 

Education (Graduate Endowment and Student Support) (Scotland) Act 2001, a system of 

graduate endowment was introduced in Scotland. For Scottish students, instead of paying an 

annual tuition fee, a graduate endowment would be payable as a one-off charge one year after 

graduation. This payment was intended to reflect the financial gains that come with having a 

degree (Student Loans Company, 2008). The 2001 Act (s.2) explicitly set out that income 

arising from the graduate endowment fee was to be used for the purposes of student support. In 

the same academic year, a living cost bursary of up to £2,000 was made available for young 

students from the lowest income households. The graduate endowment fee was initially set at 

£2,000 per student, with various groups of students (including lone parents, mature/independent 

students, disabled students and students studying HNC and HNDs) exempt from payment 

(Mullen, 2007). 

The graduate endowment did not stay in place long. Plans to abolish it were announced by the 

new SNP government when elected in 2007 (Scottish Government 2007a). The view was that 

the income raised from the graduate endowment had been lower than anticipated and had 

burdened many graduates and families with additional debt, so acted as a disincentive among 

under-represented groups to consider entering higher education (Scottish Government 2007b). 

The Graduate Endowment Abolition (Scotland) Act 2008 took effect in AY 2008/09. From that 

time, no current or future higher education student would be charged the graduate endowment, 

neither would those who graduated on or after 1 April 2007 (Mullen, 2007). 

The SNP in government has set out its opposition to full-time undergraduate students paying 

tuition fees to access higher education. The Cabinet Secretary for Education and Lifelong 

Learning, Michael Russell MSP, has stated: “In this country, higher education is, and will 

continue to be, based on the ability to learn, not the ability to pay‟ (Scottish Parliament 2011a). 

Since the abolition of the graduate endowment, Scottish domiciled full-time undergraduate 

students who study in Scotland have not been required to make a financial contribution towards 

the cost of tuition. 
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VARIABLE TUITION FEES (ENGLAND) 

Variable tuition fees and student loans to pay these fees were introduced in England in 

academic year 2006/07. The maximum tuition fee charge that year was £3,000. In November 

2009, the UK government commissioned Lord Browne of Madingley to examine the existing 

system of higher education funding in England and provide recommendations for its future 

development. The Browne review (Browne, 2010), published on 12 October 2010, contained 

proposals to remove the cap on tuition fees charged by universities in England. In its response 

to the Browne review, the UK government accepted the majority of its recommendations and 

announced plans to reform higher education and student finance in England (BIS, 2010). The 

changes the UK government made in light of this took effect from academic year 2012/13, and 

included: 

 Universities and others offering courses of higher education can charge a tuition fee of up 

to £9,000 a year. If a fee above £6,000 is charged, the institution must meet criteria to 

ensure that all eligible students, regardless of background, can access courses charging 

such fees. These arrangements require approval from the Office for Fair Access1. 

 Income Contingent government loans available to cover the cost of tuition fees so that 

students do not have to pay tuition fees upfront. 

 A  move away from institutions providing bursaries for students from low income 

households. Instead a maximum grant for students from low income households of 

£3,250 was available where household income was £25,000 or less, with a partial grant 

available where household income was between £25,000 and £60,000. 

As a result of the introduction of variable tuition fee charges at HEIs in England, concerns arose 

in Scotland about the potential for a funding gap to open up. A SPICe briefing explaining the 

funding gap (Berry and Georghiou, 2011) noted that tuition income received by Scottish HEIs for 

Scottish domiciled students would be far lower than the tuition income received by English HEIs 

that were able to charge a substantially higher tuition fee to their home students. The result of 

this was that Scottish HEIs would have far less income to support student learning than would 

be available to HEIs in England. 

The Green Paper on Higher Education "Building a Smarter Future" (Scottish Government, 2010) 

established a short-life technical working group between the Scottish Government and 

Universities Scotland to 'consider the size and nature of any gap in funding between north and 

south of the border which may be opening up, and comment on the possible effect of some of 

the funding solutions in this paper in terms of helping to close that gap.' (Scottish Government 

and Universities Scotland, 2011). In light of this work, the Scottish Government took the 

decision to allow Scottish HEIs from academic year 2012/13 to charge up to £9,000 for tuition to 

RUK students who came to Scotland to take part in full-time undergraduate study. It did this in 

order to guard against students from other parts of the UK coming to Scotland to access lower 

tuition charges; so-called “fee refugees” (Denholm, 2010). This move was also thought to 

                                            

1
 The majority of HEIs in England are charging or near the £9,000 tuition fee. The average tuition fee at English HEIs in 2013/14 

is £8,507 (before any fee waiver is offered by the institution): http://www.offa.org.uk/press-releases/offa-announces-decisions-
on-2013-14-access-agreements/ 

http://www.offa.org.uk/press-releases/offa-announces-decisions-on-2013-14-access-agreements/
http://www.offa.org.uk/press-releases/offa-announces-decisions-on-2013-14-access-agreements/
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mitigate the risk of any potential displacement of Scottish domiciled students (Berry and 

Georghiou, 2011). 

STUDENT SUPPORT IN THE UK 

Devolution has led to significant diversity in the student support systems in place across the UK. 

Table 1 provides an overview of maximum amount of student support available to full time 

undergraduate students domiciled in the four countries of the UK in academic year 2013/14. 

The figures represent maximum amounts available, not what all students would be entitled to. 

Specifically, maintenance grants are targeted at students from lower income households and 

each of the four countries applies different thresholds in entitlement to maintenance grants. 

More detail on the different income thresholds for entitlements to maintenance grants and loans 

in each of the four countries is provided at Annexe 2. 

Table 1 shows that the maximum amount of living cost loan and non-repayable living cost grant 

varies widely between the four countries. For example, living cost grants for those on the lowest 

incomes are higher in other parts of the UK than in Scotland, and the income thresholds at 

which grants are provided also varies significantly between each country (see Annexe 2).  

English domiciled students, and Scottish and Northern Irish domiciled students who opt to study 

in another country of the UK, face the highest tuition fee charges – up to a maximum of £9,000 

per year. Tuition fees have been capped at £3,575 for Northern Ireland home students who 

study in Northern Ireland, while Welsh domiciled students are liable to pay fees up to £9,000 

wherever they study in the UK. However, the Welsh Assembly Government provides a fee grant 

for tuition fee charges above £3,575; meaning the maximum tuition fee loan charged to Welsh 

domiciled students is £3,575. 

Annexe 2 illustrates that, in England, Wales and Northern Ireland, the amount of student loan 

available for living costs is less for students from low income households relative to students 

from higher income households. The assumption built into the systems in these countries is that 

students will not need to borrow as much money via student loans when they have a 

maintenance grant to assist with student living costs (SLC, 2013). In contrast, students from low 

income households in Scotland are entitled to a higher amount of student loan to meet living 

costs compared with their counterparts in other parts of the UK. The specific amount that can be 

borrowed does, however, differ between young2 and independent students from the lowest 

income households. Further, the income levels at which entitlement to student grants can be 

accessed also differs between young and independent students in Scotland – with a higher 

income threshold applied to Scottish young students than Scottish independent students (see 

Annexe 2). 

                                            

2
 Young student refers to any student who is under 25 years of age and do not have dependent children of any age at the start 

of the academic year being assessed for student support. A student does not count as “young” if they have supported 
themselves from earnings or benefits outside full-time education for any three years before the first day of the first academic 
year of their course or if they are married, in a civil partnership or is living with a partner before the first day of the first academic 
year of their course. All students that are not “young” are defined as “independent” students (SAAS website). 

http://www.saas.gov.uk/full_time/ug/index.htm
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Table 13: Maximum student support available, by country 

 Tuition Fees Loan: living costs Grant: living costs 

Scottish domiciled 
student studying in 
Scotland 

Fees paid direct to HEI £4,500 (all students)   

£5,500 young students on 

lowest incomes                

£6,500 independent 

students on lowest incomes 

£1,750 young students 

£750 independent 

students 

Scottish domiciled 
student studying in 
RUK 

Non-income assessed 
loan up to £9k 

As students studying in 

Scotland 

As student studying in 

Scotland 

English domiciled 
student studying in 
any UK country 

Non-income assessed 
loan up to £9k 

£5,500 (outside London) £3,354 – max grant 

reduces amount of loan 

for living costs. 

Welsh domiciled 
student studying in 
any UK country 

Non-income assessed 
loan up to £3,575. Non-
income assessed grant 
up to £5,425 

£5,150 (outside London) £5,161 – max grant 

reduces amount of loan 

for living costs 

Northern Irish 
domiciled student 
studying in NI 

Non-income assessed 
loan up to £3,575 (max 
fee charged by NI HEI) 

£4,840 (outside London) £3,475 - max grant 
reduces amount of loan 
for living costs 

Northern Irish 
domiciled student 
studying in RUK 

Non-income assessed 

loan up to £9k 

As students studying in NI As students studying in 
NI 

 

More detail on the differences between the student support systems in the four countries is 

presented in Tables 2a and 2b. These show the maximum student support for living costs and 

tuition fees among students from the lowest income households when studying in their home 

country. Table 2a presents maximum student support for students living at home, while Table 

2b looks at students living away from home (outside London). For English, Welsh and Northern 

Irish domiciled students that opt to study in London, higher living cost loans are available. These 

are provided in recognition of the higher costs associated with living in London. There is no 

difference in the amount of living cost loan available to Scottish domiciled students wherever in 

the UK they opt to study. 

Scotland is the only country that differentiates entitlement to living cost support between young 

and independent students, with young students from low income households entitled to a higher 

(non-repayable) grant than independent students (£1,750 compared with £750). However, 

young students are entitled to less in the form of a living cost loan (£5,500) than independent 

students (£6,500). Scotland is also the only country that does not charge tuition fees to home 

domiciled students that opt to study in their home country. Finally, Scotland is the only country 

that does not differentiate the amount of student loan for living costs available to students living 

away from home compared with those living at home.  

                                            

3
 Much of the information contained in this table is drawn from the Scottish Government student funding matrix and from 

Student Finance England, Student Finance Wales and Student Finance NI websites. 

http://www.scotland.gov.uk/Topics/Education/UniversitiesColleges/16640/financial-help
http://www.studentfinanceengland.co.uk/
http://www.studentfinancewales.co.uk/portal/page?_pageid=616,6201299&_dad=portal&_schema=PORTAL
http://www.studentfinanceni.co.uk/portal/page?_pageid=54,1266217&_dad=portal&_schema=PORTAL#section2
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Among students from the lowest income households, Scottish domiciled students living at home 

are entitled to the highest living cost package, with the maximum maintenance allowance 

£7,250 (£1,750 as a grant and £5,500 as a loan) compared with £6,573 in Wales (£5,161 as a 

grant and £1,412 as a student loan) and £5,338 in Northern Ireland (£3,475 as a grant and 

£1,863 as a loan). Scotland offers students from the lowest income households the lowest grant 

amount of all four countries, while Wales offers the highest amount (£5,161). The taper between 

entitlement to a grant and loss of this entitlement is also lowest in Scotland, compared with 

other countries in the UK.  

When looking at potential borrowing among students from the lowest income households, 

students from Wales living at home have the lowest borrowing entitlement (£4,987). This total 

includes potential borrowing for living costs (£1,412) as well as for tuition fee charges (£3,575). 

In contrast, English domiciled students from low income households who study in their home 

country and live at home have the highest potential borrowing (£11,698). This is the result of 

tuition fee charges (up to £9,000 per annum) and additional living cost loan entitlement (£2,698). 

That said, some of this borrowing can in practice be offset by institutional provision (e.g. tuition 

fee waivers or discounts on the cost of university accommodation) intended to provide additional 

financial support to students from the lowest incomes (OFFA, 2013). 

Table 2a: Maximum student support, low income students living at home, by country of domicile 

(studying in home country, not in London), 2013/14 

 Maintenance 
grant 

Maintenance 
loan 

Total 
maintenance 

Fee 
loan 

Total annual 
borrowing 

Scotland (young) £1,750 £5,500 £7,250 £0 £5,500 

Scotland (independent) £750 £6,500 £7,250 £0 £6,500 

Wales £5,161 £1,412 £6,573 £3,575 £4,987 

Northern Ireland £3,475 £1,863 £5,338 £3,575 £5,438 

England £3,354 £2,698 £6,052 £9,000 £11,698 

 

Table 2b: Maximum student support, low income students living away from home, by country of 

domicile (studying in home country, not in London), 2013/14 

 Maintenance 
grant 

Maintenance 
loan 

Total 
maintenance 

Fee 
loan 

Total annual 
borrowing 

Scotland (young) £1,750 £5,500 £7,250 £0 £5,500 

Scotland (independent) £750 £6,500 £7,250 £0 £6,500 

Wales £5,161 £2,575 £7,736 £3,575 £6,150 

Northern Ireland £3,475 £2,953 £6,428 £3,575 £6,528 

England £3,354 £3,823 £7,177 £9,000 £12,823 

 

For students living away from home, the total maintenance package is highest for Welsh 

domiciled students (£7,736) followed by Scottish domiciled students (£7,250) and then English 

students (£7,177). In Wales, Northern Ireland and England, students that live away from home 

are entitled to higher amounts of student loan for living costs than students that live at home, 

although not higher amounts of maintenance grant. The result is that potential borrowing 

available to English, Welsh and Northern Irish domiciled students from low income households 

when they live away from home is higher than if they lived at home.
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There is little difference in the potential borrowing amounts between independent students in 

Scotland (£6,500), Welsh students (£6,150) and Northern Irish students (£6,528). Young 

Scottish students have the lowest borrowing amount (£5,500), while English domiciled students 

have the highest potential borrowing amount (£12,823). As noted above, however, some of this 

high cost for English domiciled students may be offset by financial support offered by HEIs. 

TUITION CHARGES WHILE STUDYING IN ANOTHER UK COUNTRY 

While the focus above is on students who study in their home country, there are important 

differences affecting both Scottish and Northern Irish students who opt to study in another 

country than their home domicile. As Table 1 illustrates, Scottish domiciled full-time 

undergraduate students who opt to study in Scotland have tuition paid by the Scottish 

Government (via SAAS). However, when a Scottish domiciled student opts to study at an HEI in 

another part of the UK, SAAS does not pay his/her tuition fees to the institution. Rather the 

student can apply to SAAS for a non-income assessed student loan to meet the tuition fee 

charge. 

A Northern Ireland (NI) domiciled student who opts to study at an HEI in NI will be charged a 

maximum tuition fee of £3,575. A non-income assessed loan is available to meet this charge. 

However, where a NI domiciled student opts to study in another part of the UK, the student is 

liable for the full tuition fee charged by the HEI (up to the £9,000 maximum). A non-income 

assessed student loan is available for this purpose.  

English domiciled students, regardless of whether they study in England or in any other part of 

the UK, are required to pay tuition fees up to the current maximum of £9,000. The average 

tuition fee for students at HEIs in England in academic year 2013/14 is £8,615, or £8,363 after 

fee waivers (OFFA, 2012). A non-income assessed student loan is available to meet the tuition 

fee charge. Welsh domiciled students can be charged up to £9,000 in tuition fees by an 

institution whether they study in Wales or any other part of the UK. Student loans up to £3,575 

are available to pay tuition fees charged by institutions. In addition, the Welsh Assembly 

Government offer a tuition fee grant of up to £5,425 to cover any additional tuition fee charge 

made by institutions up to the maximum of £9,000. This is available to Welsh domiciled students 

wherever they study in the UK. 

STUDENT LOANS: ELIGIBILITY AND REPAYMENT TERMS 

The rules regarding eligibility, repayment and cancellation of student loans differ across the UK. 

This has implications both for the amount that is repaid and for when repayments start and are 

cancelled. These issues are considered further in the next section. The key differences between 

the loan schemes in operation in Scotland and England are noted below. 

Age 

 There is no age restriction on access to a loan for tuition fees in any UK location. 

 In Scotland, a student applying for a living cost loan must be under 50 years of age on 

the first academic year of their course, or aged between 50 to 54 on the first day of the 

academic year of the course and planning to return to employment after the course of 

study is completed. 
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 In England, a student applying for a living cost loan should be aged below 60 on the first 

academic year of their course. 

Cancellation 

There are a number of circumstances where a student loan may be cancelled. The main 

reasons are where the borrower becomes disabled and permanently unfit to work or dies prior 

to the loan being fully repaid. The other main reason is that part or all of the loan remains 

unpaid after the repayment period has completed. As Table 3 shows, the rules regarding 

cancellation of a student loan differ for those who took their loan at different times in Scotland or 

England. 

Table 3: Student Loan cancellation period, England and Scotland 

 England Scotland 

Before 1 September 2006 At age 65 At age 65 

From 1 September 2006 (Plan 1)  35 years from April loan 
became repayable 

1 September 2006 - 31 August 2012 25 years from April loan 
became repayable 

 

From 1 September 2012 (Plan 2) 30 years from April loan 
became repayable 

 

 

Repayment 

 Income Contingent Loans (ICL) repayment is calculated as nine per cent of total income 

above the earnings threshold. 

 In Scotland, student loans become repayable from the April after course completion with 

the earnings threshold for repayment, for those taking loans in 2013/14, £16,365. 

 In England, student loans become repayable from the April after course completion with 

the earnings threshold for repayment, for those taking loans in 2013/14, £21,000. 

Graduates with either a Mortgage Style (MSL) or Income Contingent Loan (ICL) only start 

repaying their student loans from the April after graduation, and only if earnings are above the 

relevant income threshold. MSL are repaid through monthly Direct Debit instalments paid 

directly by the graduate to the Student Loan Company. ICL are repaid through HM Revenue 

and Customs, either by employers taking amounts from pay through the PAYE system, or 

through the tax self-assessment process (if self-employed). How quickly the loan is repaid will 

largely depend on the level of earnings after graduation, the amount that was borrowed and the 

interest that accumulates on the loan. 

As Table 3 shows, changes to the ICL scheme from 2006 mean different repayment rules now 

apply in Scotland and England. In 2006, Scotland moved to a scheme where repayments can 

be collected up to 35 years from the April the loan becomes repayable. In England, repayments 

could be collected up to 25 years from the April the loan becomes repayable. The repayment 

period was extended to 30 years in 2012. 
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There are also differences in the earnings thresholds at which repayments will start for those 

from Scotland (Plan 1) and from England (Plan 2). The repayment thresholds are calculated on  

a weekly, monthly or annual basis as illustrated below. 

 Plan 1 (Scotland) Plan 2 (England) 

Weekly £314 £403 

Monthly £1,363 £1,750 

Annually £16,365 £21,000 

In both Plan 1 and Plan 2, repayment is calculated on the basis of taking nine per cent of 

income earned above the earnings threshold. Table 4 provides examples of repayments under 

Plan 1 and Plan 2 based on different gross (before tax) annual salary amounts and the current 

2013/14 earnings thresholds. The method of calculating repayment amounts for Plan 1 or Plan 

2 is outlined in Annexe 1. 

Table 4: Repayment amounts on Plan 1 and Plan 2 

Earnings 
(gross) 

Plan 1 repayment 
(annual) 

Plan 2 repayment 
(annual) 

Up to £16,365 £0 £0 

£18,000 £147 £0 

£21,000 £417 £0 

£25,000 £777 £360 

£30,000 £1,227 £810 

£39,000 £2,037 £1,620 

£45,000 £2,577 £2,160 

 

Table 4 shows that those with a Plan 1 loan start making repayments at a lower earnings 

threshold than for those with a Plan 2 loan. The amount taken at each earning level is 

correspondingly higher. Plan 2 was only introduced from academic year 2012/13, the student 

loan company will not start collecting repayments for Plan 2 loans until at least April 2016, and 

only then where the borrower is earning above the earnings threshold (BIS, 2013). 

Interest Rates 

The interest charged on student loans starts to accrue from when the time the loan is taken out. 

This means that students will be accumulating interest on borrowing throughout the period when 

they are accruing additional loans, as well as when they complete their studies and start to 

make repayments. 

From 1 September 2013 until further notice, the interest rate for Plan 1 Income Contingent 

Loans will be the lower of either: the Retail Prices Index (RPI) at March 2013; or one per cent 

above the base interest rate used by the main UK banks. The RPI at March 2013 was 3.3 per 

cent, while the base interest rate remains capped at 0.5 per cent. The result is that Plan 1 ICLs 

will accrue interest at a rate of 1.5 per cent while the base interest rate remains capped. 
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Plan 2 ICLs are more complex, with different interest rates charged depending on the student’s 

circumstances. As the illustration below shows, during the period where the borrower is 

studying, interest is charged at a rate of RPI plus 3 per cent. When the borrower completes their 

studies and is earning £21,000 or less, interest is charged at RPI. When earnings are above 

£21,000 the interest rate rises up to a maximum of RPI plus 3 per cent where income is £41,000 

or more. This means that students that take loans under Plan 2 will accumulate a higher amount 

of interest on the loan amount borrowed as compared with those on Plan 1. 

 

STUDENT LOAN REPAYMENT TRENDS 

This final section offers analysis of student loan repayments for Scottish domiciled and English 

domiciled students who are studying in their home country and have taken “average” student 

loan amounts each year of their studies. 

BIS Ready Reckoner 

The Department for Business, Innovation and Skills (BIS) in 2010 published a “ready reckoner” 

to assist with estimating the cost of student finance as part of the debate on university funding 

following the recommendations made in the Browne review (Browne, 2010). The BIS ready 

reckoner was designed to help estimate total student loan repayments by graduates of varying 

lifetime income profiles. It draws on survey data from a sample of 4,041 student profiles. For 

each student, sex, age at graduation and estimated earnings for a period of 35 years from 

2016/17 to 2050/51 is provided. Exact borrowing amounts can be input into the ready reckoner 

to calculate the estimated cost of borrowing specific amounts. The threshold for repayment can 

also be manually adjusted.  

In the analysis that follows it has been assumed that English students would start making 

repayments in 2016/17 on a total borrowing figure of £36,000 - £12,000 per year for a total of 

three years (£8,000 tuition fees and £4,000 living costs). Analysis for Scotland assumes total 

borrowing of £16,000, or £4,000 per year (for living costs) taken annually over four years4. 

When using the ready reckoner it should be noted that only one borrowing figure can be 

entered, so it is not able to take account of differences in borrowing by the household income of 

borrowers. All that can be offered is an average borrowing amount for all students. The ready 
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reckoner also assumes a future annual rise in the repayment threshold in line with earnings. 

More information on the ready reckoner, and the data it draws on, can be found at BIS (2010a). 

Assumptions and caveats 

While offering a useful tool for estimating average repayment of student loans, Bolton (2012) 

notes some of the cautions that have been raised about the assumptions underpinning the 

ready reckoner. Bolton highlights that analysis using the ready reckoner has identified that both 

earnings growth and earnings of the top earners are likely to be over-estimated (Barr and 

Shephard, 2010; Dearden et al, 2010). As a result of the assumptions built into the ready 

reckoner, Bolton (2012) suggests that the RAB charge is likely to be too low.5 

The ready reckoner also assumes that women have lower average earnings when in work than 

men as well as longer periods out of the labour market. Bolton (2012) notes that women make 

up more than 80 per cent of the bottom half of graduates by earnings and just over one per cent 

of the top 30 per cent of earners within the sample group. The ready reckoner, and the analysis 

of it that is presented in this briefing, also do not take into account household income. All 

borrowers are assumed to have taken the same average loan amount as relevant to the 

domicile of the borrower.  

Loan Repayments: Scotland and England 

Figure 1 shows average net present value (NPV6) of repayments on student loans for both 

Scottish and English domiciled students. For English domiciled students, the total loan amount 

is assumed to be £36,000 plus accrued interest. The repayment threshold is £21,000 and the 

repayment term 30 years. For Scottish domiciled students, the total loan amount is assumed to 

be £16,000 plus interest. The repayment earning threshold is £16,365 and repayment term is 35 

years7. 

Figure 1 demonstrates that Scottish domiciled students in the two lowest lifetime earnings 

deciles are estimated to pay back more to their student loan than their English counterparts. 

This is likely to be a result of the lower earnings threshold applied to Plan 1 loans (those taken 

by Scottish domiciled students). At earnings deciles three and above, English domiciled 

students overtake Scottish domiciled students on the average NPV of total repayments. At 

decile five, for example, English domiciled students will repay on average £22,512 (at NPV), 

while Scottish domiciled students will pay back £14,796 (see Annexe 3 for figures). 

                                                                                                                                                         

4
 Student support statistics for 2012/13 in Scotland show average student loan per student of £3,115. Given that maximum 

student loan amounts are on the rise, the average of £4,000 was intended to capture likely higher borrowing in the coming 
years. 
5
 The Resource Accounting and Budgeting (RAB) charge is the estimated long term cost of the loan to the government. If no 

repayments of loans are received, the RAB charge would be 100 per cent. If all loans are repaid, with interest at the current cost 
of borrowing, the RAB charge would be zero. Thompson and Bekhradnia (2010) calculates that a RAB charge of 47 per cent 
would be break-even for the government; so the new arrangements would be cost neutral as compared with the system being 
replaced. 
6
 Net Present Value refers to the value of the student loan (or amount repaid) at a future date, taking inflation into account. 

7
 There are a few cautions to be noted in using the ready reckoner to estimate Scottish domiciled graduates repayments. First, 

graduate salaries in England are generally higher than average Scottish graduate salaries. Second, the ready reckoner 
assumes that a student takes a three year degree programme, while most undergraduates in Scotland study for an honours 
degree over four years. This is likely to have an impact on the figures in this model as students in Scotland will have accrued 
interest each year of four years of borrowing. Finally, we have assumed an average borrowing amount for £4,000 per year, 
which may be an underestimate if students take advantage of the higher loans for living costs that are now available.  
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Figure 1: Average NPV repayments (£) by lifetime earnings decile, Scotland and England 

 

 

Figure 2 shows average annual student loan repayments among earners in the top three 

income deciles and the bottom three income deciles in Scotland and England (see Annexe 4 for 

figures). Annual repayments are higher among Scottish top earners in the first few years of loan 

repayment, with English top earners overtaking at around year seven. The highest annual 

repayment occurs on average around year ten for English domiciled students in the top earning 

deciles, while the peak in Scotland occurs on average around year five. This is likely to be a 

result of the higher amount of borrowing among English graduates. The highest earners in 

Scotland stop making repayments on average around year 17. This is likely to be when top 

earners have repaid the total student loan amount borrowed, plus interest accrued. For their 

English counterparts, repayments carry on for the whole 30 years, both among the top and the 

bottom earners For top earners, the low average repayments towards the end of the loan period 

are likely to be the result of many in the sample having repaid most, if not all, student loan 

borrowing. 

The bottom earners in both Scotland and England continue to make repayments, at a relatively 

low amount, through most, if not all, of the life of the student loan. The longer loan repayment 

period among low earners in both countries is likely to be the result of low earnings and interest 

continuing to accrue, allowing little opportunity to reduce the capital loan amount owed. 
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Figure 2: Average annual repayments (NPV), top / bottom earners, Scotland and England8 

 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

                                            

8
 Top three income deciles (n=1,212). Bottom three income deciles (n=1,212) 
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ANNEXE 1: STUDENT LOAN REPAYMENT CALCULATIONS 

Plan 1 

Someone with a Plan 1 Income Contingent Loan who earns £1,750 per month before tax would 

make monthly repayments of £34 to their student loans. The calculation to arrive at this figure is 

explained below. 

 £1,750 (earnings) subtract £1,363 (earnings threshold) equals £387 

 £387 is the amount used to calculate how much repayment is owed each month 

 Nine per cent of £387 = £34 

 £34 is the amount that is required to be repaid towards student loan per month  

Plan 2 

Someone with a Plan 2 Income Contingent Loan who earns £1,750 per month before tax would 

not make any repayments to their loans. The reason for this is that the repayment threshold is 

equal to the amount being earned. 

 £1,750 (earnings) subtract £1,750 (earnings threshold) equals £0 

 £0 is the amount used to calculate how much repayment is owed each month 

Someone with a Plan 2 Income Contingent Loan who earns £2,000 per month before tax would 

make monthly repayments of £22 toward their student loans. The calculation to arrive at this 

figure is explained below. 

 £2,000 (earnings) subtract £1,750 (earnings threshold) equals £250 

 £250 is the amount used to calculate how much repayment is owed each month 

 Nine per cent of £250 = £22 

 £22 is the amount that is required to be repaid towards student loan per month  

As these examples show, those on Plan 2 earn more before starting to make repayments than 

those on Plan 1. Repayment amounts are also lower than on Plan 1. Both are as a result of the 

higher repayment threshold on Plan 2. 
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ANNEXE 2 – STUDENT SUPPORT BY HOUSEHOLD INCOME9 

Scotland 

Household income Maintenance grant Maintenance loan 

 Young Independent Young Independent 

£16,999 (young) £1,750 £750 £5,500 £6,500 

£23,999 (independent) £1,000 £0 £5,500 £6,500 

£25,000 £500 £0 £5,500 £6,000 

£33,999 £500 £0 £5,500 £6,000 

£34,000 £0 £0 £4,500 £4,500 

 

Wales 

Household income Maintenance grant Maintenance loan: 
living at home 

Maintenance loan: 
living away from home 

£18,370 £5,161 £1,412 £2,575 

£25,000 £3,347 £2,314 £3,477 

£30,000 £2,099 £2,938 £4,101 

£34,000 £1,142 £3,416 £4,579 

£40,000 £734 £3,620 £4,783 

£45,000 £393 £3,791 £4,954 

£50,020 £50 £3,962 £5,125 

£50,050 £0 £3,987 £5,150 

 

Northern Ireland 

Household income Maintenance grant Maintenance loan: 
living at home 

Maintenance loan: 
living away from home 

£19,203 £3,475 £1,863 £2,953 

£25,000 £2,201 £2,199 £3,289 

£30,000 £1,215 £2,535 £3,625 

£35,000 £689 £3,061 £4,151 

£41,540 £0 £3,750 £4,840 

 

England 

Household income Maintenance grant Maintenance loan: 
living at home 

Maintenance loan: 
living away from home 

£25,000 £3,354 £2,698 £3,823 

£30,000 £2,416 £3,167 £4,292 

£35,000 £1,478 £3,636 £4,761 

£40,000 £540 £4,105 £5,230 

£42,875 £0 £4,375 £5,500 

£45,000 £0 £4,163 ££5,288 

 

                                            

9
 Maximum income thresholds for payment for maintenance grants, and loan entitlement are in bold 

http://www.saas.gov.uk/full_time/ug/index.htm
http://www.studentfinancewales.co.uk/pls/portal/docs/PAGE/WPIPG001/WPIPS002/WPIPS069/WPIPS108/WPIPS109/SFW_FSHE_NEW_STUDENTS_EN_D.PDF
http://www.studentfinanceni.co.uk/pls/portal/docs/PAGE/NPIPG001/NPIPS001/NPIPS110/NPIPS008/SFNI_HYAP_1314_D.PDF
https://www.gov.uk/student-finance/loans-and-grants
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ANNEXE 3 – FIGURE 1 DATA 
Income decile England Scotland 

1 £5,155 £6,505 

2 £11,714 £12,994 

3 £15,476 £13,875 

4 £18,493 £14,351 

5 £22,512 £14,796 

6 £26,337 £14,990 

7 £33,240 £15,603 

8 £35,471 £15,647 

9 £36,682 £15,897 

10 £37,427 £16,215 

 

ANNEXE 4 – FIGURE 2 DATA 
Year Top 3 deciles - 

Scotland 
Top 3 deciles - 

England 
Bottom 3 deciles 

- Scotland 
Bottom 3 deciles 

- England 

1 £559 £376 £256 £141 

2 £1,051 £778 £477 £296 

3 £1,402 £1,092 £581 £384 

4 £1,611 £1,305 £643 £444 

5 £1,744 £1,494 £668 £479 

6 £1,790 £1,680 £745 £565 

7 £1,651 £1,753 £729 £556 

8 £1,490 £1,800 £691 £533 

9 £1,264 £1,815 £641 £519 

10 £1,030 £1,816 £605 £500 

11 £752 £1,750 £567 £495 

12 £475 £1,666 £532 £511 

13 £287 £1,611 £475 £507 

14 £145 £1,524 £400 £475 

15 £61 £1,428 £368 £438 

16 £30 £1,361 £281 £368 

17 £10 £1,301 £218 £302 

18 £4 £1,256 £213 £291 

19 £2 £1,164 £206 £274 

20 £0 £1,113 £191 £249 

21 £0 £1,070 £201 £250 

22 £0 £1,021 £170 £208 

23 £1 £974 £154 £187 

24 £0 £938 £135 £167 

25 £0 £891 £98 £133 

26 £3 £794 £85 £124 

27 £1 £640 £72 £108 

28 £0 £439 £58 £80 

29 £0 £265 £60 £82 

30 £0 £150 £47 £76 

31 £0 £0 £37 £0 

32 £0 £0 £19 £0 

33 £0 £0 £19 £0 

34 £0 £0 £9 £0 

35 £0 £0 £7 £0 
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