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Who is the Minister 
meeting? 

Amanda Wilkinson – Director Universities Wales 

Prof Paul Boyle – Chair Universities Wales 

Who requested the 
meeting? 

Universities Wales  

Primary purpose A discussion of Higher Education sector finances and stability. 

Is there an agreed 
agenda? 

1. Current Financial Position of Welsh Higher Education 
Institutions and the steps institutions are taking to 
manage it. 

2. An update on Universities UK position 

Which officials are 
supporting the 
Minister? 

Sinead Gallagher, Deputy Director Tertiary Strategy and 
Funding Division 

 

David Morris 

Where is the 
meeting? 

Virtual: 

Amanda Wilkinson - a.wilkinson@uniswales.ac.uk  

Professor Paul Boyle – Chair vc-elect@swansea.ac.uk  

 

Other practical 
considerations 
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DIARY CASE BRIEFING 
 

 
Purpose 
 
The Chair of Universities Wales requested a meeting with the Cabinet Secretary for 
Education for a discussion about the financial position within the higher education sector.  
 
Agenda items for discussion are: 

1. Current Financial Position of Welsh Higher Education Institutions and the steps 
institutions are taking to manage it. 

2. An update on Universities UK position 
 
Current position and issues to note 
 
Universities in Wales, and across the UK, are currently facing financial challenges. These 
challenges include, but are not exclusive to: 
 

• The current inflationary pressures on all pay and non-pay costs, particularly in 
relation to the annual staff pay negotiations. 

• Current high energy costs due to the nature of most of the sector’s estate. All 
institutions have included either increased inflationary rates for utilities and / or 
expenditure contingencies in their most recent forecasts to HEFCW, in recognition 
of the uncertainty in this area. 

• Reducing numbers of international students. 
 
Institutions are amending their financial plans to find resource to cover the above cost 
increases and income reduction, albeit at the expense of cuts to other areas of investment. 
 
Several universities, including Cardiff, Swansea, Cardiff Metropolitan, the University of 
South Wales and Aberystwyth have recently launched voluntary redundancy schemes.  
 
The Welsh Government has allocated just over £197m to HEFCW in 2024-25 to fund higher 

education. Due to ongoing financial challenges, this is a reduction from previous years.  

As a direct response to the inflationary pressures experienced by higher education 

providers, the Welsh Government has raised the fee limit for full-time higher education 

courses in Wales to £9250. These changes are introduced for the 2024/25 academic year 

to enable providers to increase fees and reduce the financial pressures on them as soon as 

possible. We continue to work with the sector to facilitate implementation. The increased 

tuition fee cap will be the same as that already charged by higher education providers in 

England to all students, including those from Wales. 

Welsh Government First Supplementary Budget 
 
The First Supplementary Budget was originally due on 17 June but due to the General 
Election it has been delayed until after the summer.  
 



Officials have advised Universities Wales and HEFCW that this will delay a number of 

funding streams that are transferred from other budgets in Welsh Government to the 

education portfolio. For example, approximately £3 million to fund medical places at Cardiff 

University and the North Wales medical school to be transferred from health and £4.4 million 

funding from economy to support degree apprenticeships.  

Officials are in the process of working with colleagues in these areas to explore options for 

transferring the funding to education in advance of the supplementary budget, which would 

enable the funding to be allocated to HEFCW promptly.  

Pay and pensions 
 
There are ongoing inflationary pressures on all pay and non-pay costs, but in particular the 
annual staff pay negotiations (which then impact pension payments also) which have led to 
industrial action in the last few years. 
 
There is now some short term stabilisation around pension contributions and provisions, 
most notably an end to the dispute around future funding of the Universities Superannuation 
Scheme (USS) where a 7.1% reduction in Employer’s contributions has been agreed from 
January 2024 based on the surplus position as at March 2023. This represents an annual 
saving of around £30M to the Welsh sector. However, there remain concerns around USS 
funding assumptions and governance and high opt out (around 20%) by eligible employees, 
particularly those at the start of their career.  
 
The next round of Local Government Pension Scheme (LGPS) valuations were due in 2022, 
and a number of Welsh institutions have significant exposure to these. Again, early 
indications are that conditions may have improved although rising inflation may have an 
adverse impact.  
 
A further reduction in the discount rate used to calculate Employers contributions increased 
the cost of unfunded government pension schemes, including the Teachers Pension 
Scheme (TPS), to which some Welsh institutions have significant exposure. This scheme 
Employer contributions rose from 23.6% to 28.8% in April 2024. The increase will cost the 
Welsh sector around £5.5M annually. Higher education providers in Wales are legally 
obliged to remain as members of the scheme but, unlike schools and further education, have 
not received compensation for increases in TPS in the past.  
 
International students 
 
A major source of HE sector income across the UK, is the uncapped fees from 
international students, which provide a ‘cross-subsidy’ to fund research, inflationary and 
increasingly teaching costs for UK domiciled students. The UK HE sector experienced a 
significant increase in international student numbers between 2021 and 2022, and 
subsequently a well-publicised reduction in international intake in autumn 2023, before 
changes to dependents visas took effect in January 2024, and in spring 2024. There is 
increasing concern that this policy change, the recent review of post-study work visas, and 
other rhetoric around migration are discouraging international students from selecting the 
UK as their study destination. 



 
Wales has experienced less growth in international students than all other UK nations, 
falling, as a percentage of the UK total, from 5.5% in 2014/15 to 3.7% in 2021/22.  This 
potentially indicates that Wales is less exposed than counterparts outside Wales. 
However, international tuition fees have increased from 18.3% of tuition income in 2016/17 
(approx. £160 million), mainly concentrated in research intensive institutions, to an 
estimated 35.3% in 2022/23 (approx. £320 million). In particular, international 
postgraduate taught students (i.e. courses of one year to 18 months) have been an 
important growth area for the HE sector in the last few years. 
 
Six institutions in Wales have a high exposure to any issues with international recruitment. 
The highest Welsh exposure to international fees as a % of total tuition fee income in 
2022/23 is 36% (lowest 14%). 
 
A further risk concerns the potential adverse impact on Welsh universities UK student 
recruitment as competitor institutions across the UK, who are also seeking to fill the gap 
left by any international recruitment decline, undertake a more aggressive approach to UK 
student recruitment. According to the 2022/23 annual financial statements from all eight 
Welsh institutions, although tuition income overall increased by £36M, UK undergraduate 
provision tuition income fell by £15M. Growth in tuition income was largely supported by a 
£47M increase in international full time postgraduate students.  
 
Points to make/lines to take 
 
Financial challenges 
 

• It is unfortunate that the UK general election has impacted arrangements for the first 
supplementary budget across government. However, I understand the pressures facing 
the sector, and have asked my officials to explore options for transferring the funding to 
the education portfolio outside of the first supplementary budget and allowing payment 
to HEFCW/Medr promptly. This is a priority, and my officials will update you as soon as 
possible.  
 

• Welsh Government has this year faced the most difficult financial position since 
devolution. Many publicly funded services, including services across the education 
portfolio, have had to make difficult financial decisions this year, including reductions in 
staffing and services.  
 

• Despite a very challenging financial situation we have been able to maintain our 
commitment to HE, recognising its crucial role in delivering our Programme for 
Government commitments and in supporting the social, economic, and cultural well-
being of Wales, both now and for future generations. This is reflected by the difficult 
decision taken to increase fees.  

 
 
 
 



• It is important to recognise that there are multiple income streams for higher education 

that far outweigh direct government funding, most of which are outside of Welsh 

Government control, including fee loan levels for non-Welsh students and international 

student income, commercial revenues, and the majority of institutions’ research 

income. Welsh Government funding provided via HEFCW represents barely 10% of the 

total sector of Welsh providers.  

 

• Higher education funding in Wales compares favourably to other UK nations. According 

to London Economics research published earlier this year, net higher education funding 

(including teaching grants) per full-time student in Wales is 18% higher than in 

Scotland and 22% higher than in Northern Ireland, and will be at a comparable level to 

England following the forthcoming increase in fees. Higher education funding in the UK 

also compares well internationally, according to the OECD.  

 

• We have been advised by HEFCW that there are not any Welsh institution is at 

immediate risk of failure. HEFCW monitors institutional finances and advises there is 

appropriate liquidity to manage ongoing risks whilst important strategic decisions are 

taken within institutions to ensure ongoing sustainability. 
 

• I know my predecessor met regularly with university leaders to discuss these issues 

and I have already met with VCs recently to continue the conversation. I look forward to 

a constructive relationship through which we can weather the current challenges 

together, along with Medr, the new Commission for Tertiary Education and Research. 

 

• The solution requires more than government funding – Welsh Government does not 

have the quantum of funding required to provide stability for HE. I understand VC’s are 

taking action to manage costs and consider operating models. 

 

• A new UK Government and the advent of Medr will present more opportunities, 

particularly for partnership working and coordination across sectors. A key challenge 

will be delivering adult education to enable reskilling and upskilling throughout a 

person’s lifetime, and thinking about how best to achieve this across the tertiary 

system. 

 

International student recruitment 

• I understand that international student recruitment is very susceptible to the political 

environment, particularly the post graduate intake, with currency fluctuations, and an 

increasingly competitive global market.  I will be seeking assurances from the new UK 

Government for a more stable environment and meaningful engagement in all areas 

that concern or impact our institutions and learners in Wales. 

 

 

 

 



• Business models based on diverse and sustainable international student recruitment 

should be encouraged. I am happy to constructively engage with sector leaders on 

possible steps towards this model. For example, encouraging a greater uptake of 

undergraduate courses thus providing a longer income stream could be one step 

toward reducing income volatility. 

 
 
 


