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government’s shake-up of the NHS and its
school reforms.
Although such funding is unlikely to

disappear overnight, Grant Thornton’s data do
point to the types of institution that stand to
lose most if this happens.
More than 60 institutions received money

for teacher training, with about 15 getting a
grant of more than £5 million in 2009-10. A
few got more than £10 million: Canterbury
Christ Church University, Edge Hill University,
Manchester Metropolitan University and the
University of Cumbria.
Fewer universities – fewer than 30 – had

education contracts with the NHS, but for
those that did, the values were bigger. Some of
those with large contracts included Sheffield
Hallam University (£27 million), Birmingham
City University (£26 million), King’s College
London (£21 million) and Northumbria
University (£22 million).
Taking all these strands together, it is easy

to see that universities that are highly dependent
on the main funding council grant and public
money from other “uncertain” sources are
more open to risk. Of course, to replace public
funding for teaching, the government is
planning to allow universities to charge up to
£9,000 a year in tuition fees from 2012-13.
However, currently universities know they

will get a relatively fixed lump of cash from
the government in order to teach students.
In the future, this income stream will be
more open to fluctuations in demand.
If overall demand falls because higher fees

deter students from going to university at all,
or if alternative providers such as further
education colleges and private companies
start to penetrate the market, then this
income source will become less reliable,
especially for teaching-led institutions.
“We might just see that student numbers

aren’t quite as robust as people are assuming
they are going to be,” says Barnes. “If you
have a 10 per cent or so decline, that is going
to have a significant impact on the income
line.”
The dependency on existing tuition fees

is apparent in the 2009-10 figures, the
fourth academic year after top-up fees
were introduced by Labour in 2006-07.
After funding council grants – which

represented 33.7 per cent of the sector’s
income – UK and European Union tuition

fees and contracts were easily the second-
largest source of finance at 21.8 per cent
of total earnings (£5.8 billion).
An element of this income comes from

taught postgraduate courses, which themselves
face uncertain future demand as fees are set to
rise dramatically and students will not have
access to government-backed loans to fund
their studies.

Meanwhile, there is also the other major
source of fee income that the sector
relies on – overseas students. In the past

few years, it has become an increasingly vital
revenue stream that has made up for shortfalls
elsewhere.
In 2009-10, overseas students were worth

£2.4 billion to higher education in the UK –
9 per cent of total income – and in England
the figure was closer to 10 per cent. This
represents a 18.1 per cent rise on 2008-09.
More than 40 per cent of overseas fee income
went to Russell Group members, although it

represented 9 per cent of their total earnings.
For the 1994 Group, it was relatively more
important at almost 12 per cent of income.
Many regard this as a success story, with

UK higher education being sold to students
across the globe, but the truth is that as
overseas fee income grows as a proportion
of income, it makes the sector increasingly
vulnerable to sudden shifts in demand.
This is precisely why universities have been

vociferously lobbying government ministers
over the reform of the student-visa system.
The precedent is there: Australian universities,
which are hugely dependent on overseas fee
income, are currently suffering directly because
the country’s visa rules were tightened.
Given all this gloom and doom, there is a

need to be positive and McConnell is keen to
stress that the “position is generally healthy”
when last year’s accounts are considered. But
as he points out, it is just the beginning of
some hard years ahead.
“The problem we’ve got is that we’re

thinking about 2012-13, not 2009-10. The
state of play in 2012-13 will be considerably
different and we’ve got all those uncertainties
to take account of.”
Add to this the level of borrowing and

worries over key variables such as interest rates
and rising inflation, which McConnell thinks
will put serious pressure on pay, and it is easy
to see why the surpluses of last year – while
representing a record – may not be enough. l

Change since Russell Group 1994 Group University Million+ GuildHE
2008-09 Alliance
Surplus as a Up from Up from Up from Up from Up from
% of income 1.2 to 3.0 2.1 to 2.2 1.7 to 3.5 1.0 to 2.9 1.7 to 6.1
Income +4.9% +6.0% +9.8% +12.9% +16.8%
Funding council Down from Down from Down from Down from Down from
grants as % of 28.3 to 27.4 32 to 31.3 42.7 to 41.9 43.5 to 41.5 50 to 48.6
income
Staff costs +3.7% +4.2% +6.5% +10% +11%
Staff costs as % Down from Down from Down from Down from Down from
of income 54.6 to 54 57.4 to 56.4 58.5 to 56.7 55.1 to 53.7 55.1 to 52.9
Aggregate Down 11.7% Up 9% Up 3.8% Up 17.6% Down 1.1%
borrowing to £1.37bn to £1.24bn to £666 million to £680 million to £162 million
Borrowing as % Down from Up from Down from Up from Down from
of income 15.2 to 12.8 35.9 to 36.9 18.3 to 17.3 20 to 20.8 27.9 to 25

RELATIVE VALUES: COMPARISON OF MISSION GROUPS

Net surplus before exceptionals £810.70 million
Net surplus as % of income 3.1
Income from funding council grants £8.89 billion
Income from research grants and contracts £4.37 billion
Income from tuition fees and contracts (excluding overseas) £5.77 billion
Income from overseas fees £2.39 billion
Other income £4.87 billion
Income from endowments and investments £215.46 million
TOTAL INCOME £26.41 billion

Funding council grants as % of total income 33.7
Total staff costs £14.46 billion
Total staff costs as % of income 54.7
Total borrowing £4.95 billion
Total borrowing as % of income 18.7
Total interest paid £446.4 million
Total interest paid as % of income 1.7

THE WHOLE PICTURE: BREAKDOWN OF SECTOR INCOME

UK higher education is being sold
across the globe, but as overseas fees
grow as a proportion of income, the
sector is left increasingly vulnerable
to sudden shifts in demand




