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1- Introduction & Context

Comparing the pay outcomes of graduates to non-graduates is a useful exercise in
attempting to understand the extent to which there is any value added for gaining a
degree and it is right for the DfE to attempt to do so. There are two reports
commissioned by the DfE for this purpose:-

i —Graduate Premium figure within the Graduate Labour Market Statistics (GLMS)
i -The DfE commissioned IFS report from 2020, ‘The impact of undergraduate
degrees on lifetime earnings’

As a result of the recent publication of my report ‘Why is the average Graduate
Premium falling’, the DfE has decided to withdraw the Graduate Premium within the
GLMS as they have agreed with my findings that it is misleading.

This new report focuses on the other remaining DfE / IFS report and it acts as a
development to my previous report. There is an element of overlap, but there is
also new evidence. My below press release acts as a useful summation of the
context: -

Press Release issued by the author dated 5% June 2025

GLMS data has been released today by the DfE and they have proposed some radical changes in response to
my work and a case found in my favour by the Office for Statistics Regulation (OSR) : -

https://explore-education-statistics.service.gov.uk/find-statistics/graduate-labour-markets/2024

“the Department is proposing to cease publication of Graduate Labour Market Statistics. We have
determined that more robust statistics on postgraduate and graduate earnings and employment are now
produced elsewhere such as the LEO Graduate and Postgraduate Outcomes release”

“Statistics not currently available elsewhere:

e Non-graduate employment rates and earnings estimates — we are planning to develop the LEO
publication in future to include comparative statistics for non-graduates with breakdowns by prior
academic attainment and other student characteristics.”

Link to the Case Response by the OSR: -

https://osr.statisticsauthority.gov.uk/correspondence/ed-humpherson-to-paul-wiltshire-graduate-labour-

market-statistics/

| welcome this news, but there remains further work to be done. There are numerous issues with the way in
which the official Govt statistics with regards to Graduate pay & premium are represented which | have
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explained in my detailed research. https://universitywatch.org/wp-content/uploads/2025/04/Reports-on-
Graduate-Pay-Data-4.pdf.

The main two failings of the statistics are as follows :-

1/ What is needed is for the pay of graduates and non-graduates to be compared based on their prior
academic attainment. E.g. What is the pay of school leavers with 3 C's at A-level who went on to become
graduates compared to those with 3 C's who choose to enter the work force instead aged 18. This is critical as
my scenario-based analysis predicts that graduates with lower prior academic attainment are achieving on
average no premium.

2 / All of the official Govt reports are presented in such a way that they intimate that the Degree is the main
causation effect in an individual’s future career pay. However, this is without any robust evidence about the
extent to which studying for their degree was actually any genuine use in that person’s ability to perform their
job.

Example A- Jobs not connected to the degree. A graduate who studied History who ends up working as a
Retail Buyer will be included in the figures as if their career pay was entirely due to their having studied History
even though there is no academic connection.

Example B — Jobs connected to degree, but degree wasn’t genuinely necessary. There are many alternative
ways to become a skilled and experienced member of the workforce other than gaining a degree. These can
involve formal and informal on-the-job training, learning from colleagues and simply preforming the job itself
as a trainee. A graduate may become successful in their career, but their extra academic education may have
little to do with it as they may well have learnt more in 3 weeks doing the job itself than in the 3 years of the
degree.

Too many jobs are being put behind an HE paywall. The inadequacy of the current statistics is leaving the field
wide open for misrepresentation by the HE sector and the HE advocating think tanks about the financial
benefits and general relevance and usefulness of Higher Education in future careers; and hundreds of
thousands of our young adults are being sucked into the system every year where they end up with a life
changing level of debt for no or very little career pay benefits. And even those who do end up with a decent
job, that job very often didn’t genuinely need them to have studied for a degree.

In the coming days | shall be writing a further detailed letter to the OSR to continue to make the case that a
root and branch reform of graduate outcome statistics is required.
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2 — Recent examples of DfE / IFS report being quoted and relied upon by
mainstream

Since it's release there have been literally hundreds of references to this report in
newspaper articles and other subsequent reports by Think Tanks and the HE sector.
Without exception, the report is treated as if it is a definitive exercise in calculating
the difference between Graduate & Non-Graduate lifetime earnings. Two very
recent examples are below : -

Deloitte’s - The Monday Briefing — 23 June 25

https://blogs.deloitte.co.uk/mondaybriefing/2025/06/graduate-prospects.html

This briefing relies almost entirely on the main findings of the DfE / IFS report for it's
statements about outcomes for Graduates.

“We start with three facts about UK higher education. UK graduates earn far more than non-
graduates over their lifetime, are more likely to be in work and are far more likely to work later in
life.

How, then, can we explain newspaper stories about graduates earning less than they would have
done had they not gone to university, being unable to find work and doing jobs that don’t require
a degree?

Here’s our view on what’s happening.

Graduates do, indeed, earn more than non-graduates on average. A 2020 study by the Institute
for Fiscal Studies (IFS) found that after allowing for previous educational attainment and the cost
of a degree, the average male or female earns about 20% more over their lifetime as a result of
having a degree....... 7

Policy Exchange Seminar - 2" July 25

https://policyexchange.org.uk/events/education-migration-innovation-the-future-of-
higher-education/

Neil O'Brien MP (Shadow Education Minister) gave a speech regarding the pay
outcomes for Graduates and he states :-

“....so it is all worth it ? Well the best attempt to analyse this is the IFS report . . ..”

The relevant reference to the IFS report is on the YouTube video of this seminar can be found just
after12 minutes at '12:40".
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3 — Summary of ‘The Impact of Undergraduate Degrees on Lifetime Earnings’ -
carried out by Institute for Fiscal Studies (IFS) in Feb 2020 on behalf of the DfE

This was a one-off report commissioned by the Department for Education and was
carried out by the IFS to “improve information on the value of higher education
(HE) degrees”. The report was published five years ago, and it is based on English
domiciled graduates from the mid 2000’s, i.e. 20 years ago which was an era when
the %HE participation was around 30% - 35% and a lot lower than today’s approx.
50%. However, it is still regularly quoted today as if it has lost no relevance for
today’s potential students deciding whether to enter HE, nor has it lost any
influence in deciding policy on the success or otherwise of HE and the optimum %
for HE participation.

The IFS model attempts to compare the lifetime career earnings of individuals with
similar pre-existing attributes for those who attend HE and those whose don’t by
drawing upon many data sources. However, they recognise that as with any
statistical model, it will not be possible to allow for all factors. The authors of the
report accept that attempting to build a model that measures lifetime earnings is
complicated as can be seen by the example below of a typical complex calculation
in the report and a selection of direct quotes from the report: -

Example of formula demonstrating the complicated nature of report

R 1 NII
P(Ei; =1|Ejy-1 =0,E;jy_2=0) = NIT Yo BBz i=10)1:(E7s-5 = 0)
i=1

Examples of direct quotes from report

“This is a difficult and somewhat imprecise exercise”
“The resulting estimates are subject to several sources of uncertainty”

“the LEO data set provides very rich background information on students, and therefore allows us to
control for the influence of a large array of confounding factors, it is possible that there are remaining
unobservable factors that influence both degree choice and earnings. This would skew 6 our estimates to
some extent.”

Any model of this nature is inevitably based on many, sometimes sweeping,
assumptions. However, as this report has been written by the highly respected IFS
then the over-arching impression of the report to the layman reader (which includes
the media and politicians) is that the report is a ‘definitive’ exercise in
demonstrating the career lifetime earnings of graduates compared to non-
graduates and can be unquestionably relied upon.
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The main findings of the report are that the average lifetime extra earnings for a
Male graduate are £130k and Female £100k. These figures are still regularly quoted
today as if it is a statement of absolute fact for existing students despite the caveats
in the report (see below quote and those above) that clearly state that the findings
are ‘speculative’: -

“In general, it should be noted that this and the following two sections are the most speculative parts of
the report...... 6.1 Overall lifetime returns. With this caveat in mind, we estimate that the overall average

discounted present value (DPV) of enrolling in an undergraduate degree is around £100k for women and
£130k for men.”

Below are two graphs from the report summarising the breakdown of the overall
average Male & Female lifetime returns (note this is the Mean average and not the
Median which is far lower at £70k)

Overall average DPV lifetime returns to HE for women
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Overall average DPV lifetime returns to HE for men
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Note: All figures are shown in 2018 prices and are discounted using Green Book discounting. The first bar shows
the difference in raw earnings between those who did not attend HE, but have a KS5 record and at least five A*-
C GCSEs, and those who started an undergraduate degree. The second bar shows how much of this difference in
earnings is accounted for by differences in prior attainment and background characteristics. We then account for the
extra income tax and National Insurance payments from graduates. The penultimate bar adds on the net present value
of the maintenance loans payments received by students, and finally the last bar takes into account the net present
value of student loan repayments over the life cycle. Dark red bars indicate additions and light red bars reductions.

Any layman reading the IFS report in detail will simply have no way of reviewing
how the model has been built and how the various data sources have been
analysed as it requires an expertise in Statistics. However, the main issues of the
report are listed in the below appraisal.
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4 — Main issues with the report that would significantly change the published
results

Issue I — The main headline findings of £130k & £100k increased earnings are an
overall average only. There is no breakdown by prior academic attainment.

The main reason why the GLMS data was withdrawn was that it was deemed by the
OSR that the Graduate Premium data should be able to be broken down by prior
academic attainment and not just be presented as an overall average. This Lifetime
earnings data suffers from the same problem as though the report breaks down the
average dependent on degree subject and also HE provider type, it does not
provide a breakdown dependent on pre-existing attributes of prior academic
attainment. It is not totally clear whether the data sets used make this possible, but
considering that the report findings are that 25% or men and 15% of women are
actually worse-off, then it would be a very useful exercise to analyse the data by
prior academic attainment to check for a correlation to prior academic attainment
which is critical data in understanding an optimal %HE attendance rate.

Issue II - The report is misleading as it is out of date with regards to significant
increases in %HE participation since the mid 2000’s, but is being interpreted as
if it is still ‘correct’ for current graduates.

The report is based on graduates from the mid 2000's when %HE participation was
around 30-35%, and even for that cohort from 20 years ago, it found that 20%
achieved negative lifetime earnings. Whereas, it would be far more useful and less
misleading if it was based on today’s graduates where the %HE participation is
around 50%; particularly given that the extra graduates now attending will be those
from lower prior academic attainment who will earn less (as demonstrated by the
LEO data that does show a breakdown of graduate pay by prior academic
attainment — see graph below).

Though it would have been another layer of speculation, it would have been
possible to extrapolate the results to include this extra 20% of lower prior academic
attainment to the dataset of graduates and then re-calculate the figures as if it was
based on today’s higher %HE attendance to make the headline figures relevant for
today’s graduates rather than graduates of 20 years ago.

Though it is not possible to quantify the exact resulting difference to headline
figures, the increase in those suffering negative lifetime earnings for the current

Page | 9



graduates would likely to be far higher than 20%. And the headline average figures
of £130k / £100k would be far less for current graduates.

Median Pay - 5yrs after graduation - LEO Data 2021-22
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Issue III — The costs of gaining a degree appear to be materially understated.
The figures included for Maintenance Loan payments and Student Loan
repayment actually claim that there is no cost for Men and a net income for
Women

The net effect in this model of these two factors on the lifetime cost of becoming a
student is that instead of this report showing it as a cost, Women actually show
positive lifetime earnings from Maintenance income less Loan repayment, and Men
show a zero cost as they cancel out. However, the true overall cost of a three-year
degree is about £65k (cost of living away from home & tuition fees). Some of this is
borne by the student directly by enduring 9% extra tax on earnings over £25K for 40
years (Plan 5) and some borne by the general taxpayer in loan write-offs. So for this
model to show that there is no cost at all to the individual average graduate
associated with attending university (or even a positive income for Women) is highly
questionable. These two issues combined could reduce the net lifetime earnings
declared by this report by around £50k as shown below:-

a/ The model treats the Maintenance Loan payments that Students receive as
income. But they have not taken into account that all of this will be spent on the
extra cost of supporting yourself whilst being a student, particularly as the majority
will be living away from home with extra rent, utility bills, transport costs, food etc.
to pay for, that most people not attending HE will not have to pay as they will be
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living at home. So surely the model also needs to include the corresponding living
costs that students have to bear i.e. At least £12k per year which would reduce both
the overall lifetime earnings figures by £36k which is a material amount. To include
the maintenance loan income without the consequential corresponding costs can
only be described as a significant modelling error.

b/ The student loan fee repayment element in these graphs is shown at
approximately £10k for women and £20k for men. Though this report was issued
under earlier loan repayment terms , this would still appear to be quite low
compared to the size of the loans. Newly released figures show that under Plan 5,
the average loan is £45k and that 56% are expected to pay in full, and the
remaining 44% will be making hefty payments for 40 years. So these £10k and £20k
figures should be revised significantly upwards by approximately £15k which will
make a material difference to the report findings.

Issue IV - Mean Average is used and not the Median Average

Quote from Report “However, these averages hide substantial heterogeneity. We expect the 10% of
women with the highest returns to gain more than £350k on average, but around 15% of women not to get
a positive return from their degree at all. For men the differences are even larger: we estimate that the
10% of men with the highest returns will gain more than £700k on average, but around a quarter of men
will have negative returns. As shown in Figure 43 in Appendix C, median net lifetime returns to
undergraduate degrees are around £70k for both women and men.”

Unlike the other graduate data reports (LEO Graduate Outcomes, HESA Survey of
Graduate Outcomes & GLMS) this report chooses to prioritise reporting the Mean
average rather than the Median Average. The quote above clearly admits that the
typical problem with the Mean average (i.e. That the average can be skewed by a
relatively small number of extreme values, high or low) is relevant with this dataset.
It states that 10% of the highest earners have very large extra lifetime earnings
which has had the effect of driving up the mean value to £130 / £100K compared to
the median average of only £70k. So it is a questionable decision for this report to
decide to major on publishing the higher Mean average rather than the lower
Median average.
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5 — Other miscellaneous issues with the report
i/ Costs of unpaid student loan write-offs not taken into account or quantified

The calculation for lifetime earnings ignores the fact that the Govt - ie. The general
taxpayer - will have to bear the cost of the loan write-offs. So for some graduates
who achieve lower earnings, though their expected Student Loan repayments will
be relatively low, they will be passing a significant cost on to the general taxpayer
through an unpaid loan write-off.

It needs to be recognised that Graduates will also be general tax payers
themselves, so they will also be bearing the costs of these write-offs. | think that
these extra costs should be factored into the calculations or at least stated in the
report as an extra cost that each graduate will be bearing in general taxation to pay
for collective student loan write-offs costs.

i/ Correlation doesn’t prove Causation — It is a fair & safe assumption that there is
not only a correlation between gaining a degree and pay outcome, but there is also
a causation effect to a certain extent, but crucially the extent of the causation is not
quantified or proven. However, in common with all current reports on Graduate
outcomes, there is an implied assumption in the way that the data is presented that
gaining a degree is a highly significant and dominant causation effect on Graduate
Pay.

But the extent to which it is a causation effect shouldn’t be simply assumed and it is
a misleading to do so. Below are just 2 of the reasons why the exact extent of
causation needs to be properly investigated as opposed to just producing reports
based on correlation leading readers to mistakenly assume that there is ‘cast-iron’
causation: -

-The majority of graduates will end up in jobs that have a tenuous link or no link at
all to the degree they have studied. E.g. A Middle manager in the retail sector may
have a degree in Law.

- It is perfectly feasible that the candidate may have been able to perform just as
well as a Middle manager without first studying 3 years for any degree at all and
instead started work as a trainee aged 18, so the degree wasn't in fact even
necessary.

The report should state loud and clear this as a limitation factor i.e. that the
correlation demonstrated in the report does not imply causation.
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iii/ The section on overall cost to tax payer taking into account tax revenues for
HMRC for graduates is less relevant and misleading and | do not believe should

be published.

| do not pretend to understand all of the assumptions made, but it seems wrong to
assume that extra tax revenues of graduates are down to the fact they have
completed a degree, rather than just that they are innately academically able and
ambitious, so the tax revenue would have been paid anyway if they had entered the
workforce as a trainee without a degree. It can be argued that most of the jobs that
society needs doing would still have been done anyway, by the same set of people,
it's just that they wouldn’t have gone to University first, so the tax take can't be
solely attributed to being achieved by virtue of the HE sector. In any event,
attempting to calculate this is highly complicated and necessarily speculative, and |
question whether the results are ever going to have much value nor should they
ever influence Govt HE policy one way or the other.
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6 - Results, Summary & Conclusion

The issues highlighted in my report demonstrate that many of the assumptions and
the way in which the figures are presented in this DfE / IFS report are flawed. If the
issues within Section 4 —1II, III, IV were taken into account this would significantly
change the outcomes of the report. i.e.

a / Instead of showing a mean average of £130k / £100k of increased lifetime
earnings, it would be reduced to a median average of around £0k

b / Instead of showing 20% overall achieving negative lifetime earnings, then it
would be around 50%.

It is also questionable whether this report should ever have been commissioned
given the necessary speculative (as per the IFS’s own admission within the report)
and assumption-led nature of attempting to quantify the pay outcomes over the
course of a lifetime. It could be considered irresponsible for the DfE to issue such
speculative work, particularly when they could have anticipated that it's headline
figure snap-shot results were going to be interpreted as if they were definitive and
able to be relied upon as 100% proof of graduate earnings compared to non-
graduates (as shown by the examples in Section 2).

When the DfE decided to cease the GLMS data and announced it was going to be
attempting to quantify a new version of the Graduate Premium from the LEO data,
it set as a bench mark that any report on Graduate pay compared to non-Graduates
has to be able to be broken down by prior academic attainment as opposed to just
an overall average. For this reason alone then (because this DfE/IFS report also only
shows an overall average) it is inconsistent for the DfE to allow this to remain as a
‘valid’ report and continue to form part of the Official Statistics.

And the arguments for withdrawing the DfE / IFS report are even stronger when you
also consider it's questionable speculative nature & the list of issues highlighted by
my report which significantly over-state earnings figures. So it would be far better
for a clean slate to be created, and for both the reports (GLMS & DfE/IFS reports) to
be withdrawn; and then we could await the DfE to produce the new LEO data which
will hopefully represent a more ‘factual’ way (rather than speculative and assumption
led) of comparing graduate to non-graduate pay outcome with the essential quality
of being able to be broken down by prior academic attainment.
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