





Foreword

For six years now Opinionpanel has been suppotimgersities with their marketing, planning
and course development. Our annitijher Expectationssurveys have been tracking the
importance of a range of factors in prospectivalamts’ decision-making processes. To date
we’ve learned that the salient point about undehggte tuition fees is theimimportancedn that
process. They (and, in fact, most factors relatingost) play second fiddle to the real drivers of
choice: course suitability, location, reputatiord A#CAS (Universities and Colleges Admissions
Service)tariff points required (the real ‘price’ of entrpto higher education). In a market in
which the majority of degrees have the same page it is not surprising that this is the case.
But what would happen if tuition fees went up sahsally? Would students taking clinical
medicine degrees be prepared to pay substantiadlse rthan those doing, say, psychology
degrees? Would students from a poorer family bamkgt be less willing to pay? Could Russell
Group and 1994 Group universities charge a prenower other university mission groups?

And, if so, by how much?

There has never been a time when the likelihood sfibstantial tuition-fee increase has been
higher. At the time of writing the government waemising a cut of 12.5% in real terms for
teaching funding over three years, and further cudy be around the corner. With teaching
funds becoming scarcer, the competitive environmientikely to get a lot tougher for
universities. Some may not even survive. But, fang there will be a greater need than ever to
start charging higher tuition fees in order to thle ‘funding gap’. The lobbying has already
begun, as Lord Browne, who is currently reviewinghler-education funding, will be well

aware.

We at Opinionpanel have appreciated that the pobspfesubstantially higher tuition fees has
been looming since the new financial arrangemeetgwtroduced in 2006/7. So since then we
have been asking new cohorts of full-time undengasel students how much they thought their
degrees were ‘worth’ in an uncapped market. Froen dbtset we've been surprised by our

findings. First, we learned that, for very manydsts, a low fee level would suggest a low-



quality degree. So pricing low has, in our opinialways been a questionable strategy. Second,
we learned that the difference in what studentslevbe willing to pay in an uncapped market
would be vast, the implication being that the tytilof degrees does vary massively between
students. Finally, we learned that the backgrounstuments was far less important to how they
valued their degree than the anticipated benetihatf degree.

This report is a synthesis of what we have learnech over 37,000 interviews over the past
three years. It has been written by Anna Vignaelgading higher-education economist based at
the Institute of Education. She has been very aslsisted by Samantha Burton, a project
manager at Opinionpanel Research. My sincere thgmke both of them. Finally our collective
thanks go to Carlos Michelsen, whose advocacy efRhce Builder approach that we have

employed in this study has been central to ourtgltd provide a clear analysis.

Ben Marks

Managing Director, Opinionpanel
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1. Summary

It is widely anticipated that the review of tuitidees due after the election will recommend
increasing the cap to at least £5,000. Increasoggscnot only increases uncertainty among
students, but also forces them to, more than ékerk about the long-term outcome of their
decision (i.e. will undertaking a specific degremad to a well-paid job that outweighs the
increased financial burden?). This report focuses differentials in willingness to pay,
investigating the attributes that cause changgwice sensitivity. Therefore the findings are a
valuable tool for all university planners who waatassess the relative value of their degree

portfolio, and the differences in demand amongrttigierent target markets.

The data in this report are obtained by OpinionpaResearch for their annudHigher
Expectationstudy. This has run for the past four years, withtal of 47,000 online interviews
with new full-time first-year undergraduates at ledlly funded UK higher-education
institutions [note: the 10,000 interviews for 200®/came out too late to be included in this
report which covers the period 2006/07, 2007/088209; 37,000 interviews in total].

This report focuses on just two of the questiofrs:an uncapped market where fees could be
anywhere between £0 and £18,000, what price wonldcpnsider to be so cheap that you would
doubt the quality of the course?’ and ‘What priceuld be so expensive that you wouldn’t
consider paying it at all for your course?’ Respamtd are effectively asked to ‘bracket’ the
appropriate price for their course, which is magalistic than bluntly asking ‘What would you
be prepared to pay for this?’ — a notoriously ualdé question. This approach is a modified
form of the van Westendorp Price Sensitivity Meterform of pricing research based on the
precepts that a) buyers have at least a roughatiehat they would expect a product or service
to cost, and that b) price can be an indicatoruaflity — a price can be too low to trust, as wsll a

too high to be good value.



The bulk of the analysis in this report is basedlaoking at different student groups and
comparing the number who would reject their cowatseach price point either because the fees
are too high or because the fees are too low. Toing of these combined totals creates

rejection curves, which we view as close proxieddmand curves.

Generally, rejection curves will be minimised ard#8,000 as students’ expectations are linked
to the price they currently pay. However, the ressdo indicate that there are a reasonable
number of students who would be willing to pay lgfees. By looking at rejection curves we
can see that there is little difference in the lev#d rejection whether one charges £2,000 or
£4,000. Therefore, from a revenue (and probablygahaerspective, it makes far more sense for
institutions to charge £4,000 than £2,000 — the bemn put off will be the same but the overall
income will be doubled.

According to our findings, the largest differensiain willingness to pay are seen when
comparing rejection levels across different subpretas (JACS subject area). For example, if
tuition fees were increased to £6,000, then apprately 60% of Education students would
reject their course, compared with fewer than 40@Medicine and Dentistry students. The
differences in willingness to pay across all thbjsct areas that are found in this report are in
line with wage differentials in the labour marketass sectors. This indicates that there is a case
for the introduction of variable tuition fees witheach institution.

The findings also show difference in willingnesspay across different types of institution. If
tuition fees were to increase to £5,000, 35% ofleatts at Russell Group universities would
reject their degree, compared with 48% of studet®\lliance universities. These findings
indicate how students’ willingness to pay is linkedperceptions of value. At universities with
an established reputation and image, a degree reagobsidered to be more valuable and
therefore students may be more willing to invest.iicven when holding subject area constant,
there are major differences between mission groithough not supplied with this report, the
results are also available for analysis at thellevesach individual institution. Therefore it
would be possible to look at differences in willmggs to pay between competitor institutions,

which would be indicative of differences in peradwalue.



The data used in this report include several measaf social background, including school
type, bursary eligibility, and analysis by wideniagcess wards. These results all show that
poorer students are less willing to pay higheridnoitfees. The differences can be seen most
prominently when analysing by school type. At £8,004% of students from fee-paying schools
would reject their degree, compared with 54% ofishis from state schools. These findings
therefore have important implications for any fetuncreases in tuition fees, as it will be
important to ensure that poorer students havecseffti financial assistance so as not to deter
them from entering higher education, or limitingithchoices to the lowest cost universities.
However, in comparison to the other attributeshis teport, social background is a less potent
discriminator than subject area or institution. sSTeuggests that students’ expectations of how
much their degree will ‘add value’ to their earnipgtential has a greater impact on willingness

to pay than does their social background.

We also find differences in willingness to pay wheéitering the data according to the
background of the student. Some key findings are:
Females are significantly more likely to rejecthweg tuition fees than males
Students of ‘Other Black’ ethnicity (that is stutlenf ‘Black’ ethnicity who are not
‘Black Caribbean’ or * Black African’) are most Wrig to pay higher tuition fees
Those with fewer UCAS points are less willing to/ fregher tuition fees than students
with more UCAS points
Students who live at home while at university agaisicantly more likely to reject

higher fee levels than those who are not livinganhe.

Of course, all of the factors discussed may beted)aand therefore we look at results when
combining these factors. Some key findings are:
Poorer, female students are less willing to papéidees
There are residual differences in willingness tg Ipg ethnicity even when allowing for
socio-economic background
There are residual differences in willingness tg pg school type even when allowing

for subject type



Within specific institution types there are cleankings of willingness to pay by subject
type
There are residual differences in willingness tg pginstitution type when allowing for

school type.

The results in this report therefore show the valtighese data on willingness to pay when
analysing the effects of increases in tuition f@dss report gives an indication of the varying
demand at different price ranges. The full dataafletvs for more complex filtering, which can
be tailored to specific institutions in order féretn to assess how changing tuition fees might

affect their enrolment numbers.

The full set of results behind this report is aablié for unlimited analysis from Opinionpanel
Research. Released as thiigher Expectation$ricing Analysis Pack’, the data are provided in
the form of an online database. Appendices 3 aset 4ut the charts produced by the application
and the list of almost 400 analysis variables atée for filtering. The Pricing Analysis Pack
provides a ‘finer-grained’ analysis than the datathis report (showing willingness to pay at
£100 rather than £1,000 increments). It also repattJACS principal subject level and at the
level of the individual institution.









