
 

 

Page | 1 

 

 

 

Student Loans : How to turn 
despondency into hope 
 
 

Research Paper Author:  Paul Wiltshire - Parent Campaigner on University 
issues.  
 
Date: 28 January 26 
 
Subject Matter: There is a growing realisation that a high proportion of 
Graduates are in an inescapable Student Loan Debt trap where they are liable 
for an extra 9% effective 'tax' for the next 30/40 years. This report explores 
why this is happening, the harms it is causing & what can be done about it. 
 
  



 

 

Page | 2 

 

Index          Page  

  
 
1 - Introduction        3 
 

2 - Definitions, Information, Abbreviations     5 
 

3 - Methodology - Assumptions made to build  the Salary profiles  6 
& Student Loan models 
 
 3i - Salary Profiles        6 
 
3ii - Student Loan Repayments Assumptions and Scenarios  7 
 
4  - Results - Graphs & Tables       9 
 
4i  - Analysis of Results       12 
 
5 . Conclusions & Recommendations     14 
 
5i - First and foremost, Student Loans need to be restricted to those  14 
likely to benefit rather than irresponsibly offered to those whose  
finances will only likely be harmed  
 
5ii - How to achieve the necessary cut in %HE participation and   15 
provide alternatives 
 
5iii - Create a hopeful 'pay it back' mentality to replace the   16 
despondent 'let the loan balance run away with itself' mentality 
 
A- Allow those on Plan 2 loans to switch to Plan 5 terms if it would  16 
suit them 
 
B- Allow refunds on over-payments      17 
 
C - Make Student Loan overpayments tax deductible    17 
 
D - Various other options of methods to alleviate the burden of   17 
Student Loans 
 
E - The Govt should NOT make any changes that trap more people  18 
in the Student Loan debt trap and effectively make it a tax for 40  
years 
 
 
  



 

 

Page | 3 

 

1 - Introduction:  
 
The %HE participation rate has risen from around 25% up to 50% (dependent on how it is 
measured) in little over a generation. The Conservative, Labour & Reform parties, to varying 
extents, now have policies reflecting the concerns about %HE participation being too high 
which is increasingly consistent with the public mood. 
 
“Our poll finds that almost half of Britons now think that too many young people go to university 
(45%), with only 23% considering the number to be about right, while 10% don’t think enough do so” 

 
https://yougov.co.uk/society/articles/53165-almost-half-of-britons-think-too-many-young-people-go-to-
university  
 

There is also growing disquiet and despondency about the consequences of Student Loans, 
particularly Plan 2  (Plan 5 loan students haven't graduated yet), due to their punitive 
interest rates which has the effect of the loan balances 'running away with themselves' and 
trapping the Graduate in a Student Loan Debt Trap. It is now 10 years since the first 
Graduates left University with these 30-year loan terms, and their annual Loan Statements 
are proving to be an unpleasant revelation to them with debt balances rising despite 
repayments being made. 
 
It is clear that consideration needs to be given to Student Loan re-structuring, but whatever 
way this is done, an underlying issue that can't be ignored is that attending University is 
expensive at around £90k* no matter who pays for it (student, their parents or the 
Taxpayer). The Mass HE model, whereby half the population are encouraged to live away 
from home for 3 more years of study before entering the workforce, is starting to prove too 
expensive to sustain, particularly when at the same time too many Graduates are not 
getting any career benefit from the huge outlay involved. 
 
*Some estimates are that it costs £90k to get a 3-year degree, though the full initial Student 
Loan (for 3-year courses with full maintenance loan) is less at £61k, as the rest is made up by 
Graduate / Parental contributions.  
  
https://www.timeshighereducation.com/news/english-university-degree-costs-ps90000-over-three-years 

 
There is a great deal of Govt statistics from the DfE and social commentary about Student 
Loans (most notably from Martin Lewis who has set himself up as a Student Loan guru); 
though this is failing to adequately inform the public, as it apparent that wider society is 
only just waking up to the fundamental problems.  

https://taxpayersalliance.com/martin-lewis-has-spent-15-years-telling-us-black-is-white-when-it-

comes-to-student-loans/ 

See recent examples in the Press below: -  
 
"A recent survey by the Good Growth Foundation think-tank reveals that over half of voters 

(57 per cent) think the current student finance system is unfair." 

https://taxpayersalliance.com/martin-lewis-has-spent-15-years-telling-us-black-is-white-when-it-comes-to-student-loans/
https://taxpayersalliance.com/martin-lewis-has-spent-15-years-telling-us-black-is-white-when-it-comes-to-student-loans/
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https://inews.co.uk/inews-lifestyle/money/quit-university-student-loan-degree-
4181621?srsltid=AfmBOorYGorT0PtU8Aff9PycJjzkEsiUEh8ss5npcAU-wWH2z2OOWpdr 
 

“Labour MP Nadia Whittome, who this month posted on Instagram that she 
had left university in 2019 with £49,600 of debt and then a few months later 
became an MP, giving her a salary “that puts me in the top 5% in the country”. 
Six years on, her repayments have shaved just £1,000 off that debt. “If MPs 
are barely making a dent in their student loan debt after six years of 
repayments, what chance do other graduates have?” she said.” 
 
https://www.theguardian.com/money/2026/jan/23/student-loans-graduates-plan-2-interest-rates 
 

“Rocketing interest rates on loans risk leaving graduates and the country with a 
£500bn problem” 
 
https://www.telegraph.co.uk/business/2026/01/18/scandalous-student-debts-are-crushing-the-economy/ 
 

“The situation is hugely demoralising for young people and contributes to the 
feeling that the economy is not working for our generation” 

 
https://www.thetimes.com/money/family-finances/article/graduates-student-debt-interest-3s2tsvqlk 
 

This report uses a novel technique to highlight the implications of student loans based on 
differing salary profiles over the whole loan term of Graduates within bands of prior 
academic achievement (PAA) based on A-level / BTec results. This technique of combining 
Graduate Pay outcomes & Student Loan statistics has been sent as an idea to the DfE / 
Student Loan Company for review, and they are considering using salary profile data in 
forthcoming publications. 
 
The results of this report are compelling and reveal a Student Loan system, particularly 
when combined with a high %HE participation rate, that is demoralising the nation and 
creating enormous fiscal drag by lumbering half the population with 9% extra 'tax', and the 
Government needs to take action. 
 
 

Relevant Previous Reports & Articles on this subject by University Watch: 

https://universitywatch.org/wp-content/uploads/2025/10/The-Graduate-Debt-Trap-

Lower-Academic-Entry-standards.pdf 

https://www.if.org.uk/2025/03/25/there-is-more-than-one-version-of-student-loan-

fraud/ 

 
 
  

https://www.instagram.com/p/DTibfQBjKhV/
https://www.theguardian.com/money/2026/jan/23/student-loans-graduates-plan-2-interest-rates
https://universitywatch.org/wp-content/uploads/2025/10/The-Graduate-Debt-Trap-Lower-Academic-Entry-standards.pdf
https://universitywatch.org/wp-content/uploads/2025/10/The-Graduate-Debt-Trap-Lower-Academic-Entry-standards.pdf
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2 - Definitions, Information, Abbreviations 
 
2i Current Student Loan System - Plan 2 & Plan 5 
 
The current payment terms for tax year 25-26 for Plan 2 & Plan 5 loans are in the below 
table: -  
 

 
 
 
2ii  - Student Loan Debt Trap - definition (previously called Graduate Debt trap in earlier reports). 

 
This is where the Graduate has taken out a loan but they never earn enough to be able to 
repay in full, so they can't escape (without making voluntary overpayments) from being 
subject to an effective 9% 'tax' on earnings for the whole 30 or 40 years; but during this time 
their loan balance gets higher due to interest payments (or at least never comes down 
sufficiently to be re-paid off in full)  
 
2iii  - Abbreviations 
 
PAA - Prior Academic Attainment 
RPI - Retail Price Index 
 
 

Student Loans Repayment Terms Plan 2 Plan 5

Dates 2012-2023 2023 - now

Repayment Threshold above which 

9% is charged

£28,470 £25,000

Term before write-off 30 years 40 years

Interest on Loan

Up to earnings £28,470 RPI RPI

Earnings between £28,470 & 

£51,245

From RPI + 0% to 

RPI + 3% - 

Tapered

RPI

Earnings over £51,245 RPI + 3% RPI
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3 - Methodology - Assumptions made to build  the Salary profiles & Student Loan models  
 
3i - Salary Profiles 
 
Salary Profiles have been created over 30/40 years by band of PAA. These are based on 
extrapolations from the below information on the most recent LEO Graduates Outcomes 22-
23. 
 

 
 
For both Plan 2 & Plan 5 loans it is assumed that the interest rate set at RPI cancels out with 
wage inflation. Though it isn't the case that they will mirror each other exactly, it is generally 
accepted that in the long term that they will follow the same trend and be of similar 
magnitude. And for the purpose of this research, where indicative rather than definitive 
results are required, then this is deemed suitable.  
 
So, on this basis, the salary & repayment loan thresholds are not adjusted for wage inflation 
and the figures throughout the 30–40-year loan period are deemed to be in today's 'Real 
Terms'  
 
The above actual LEO data was then extrapolated assuming a typical salary profile curve as 
per the latest ONS figures (see below graph) with a rise to peak earnings at age 47 and then 
a steady slower slide down towards retirement. 
 
The resulting graduate salary profiles created assume the simplest scenario for a 3-year full 
time degree with no gap years or career breaks - i.e. A graduate who went to University 

LEO Graduate Outcome data - 22-23

Prior Academic 

Attainment

Median 

Earnings

No. of 

Graduates 

included 

in survey

Median 

Earnings

No. of 

Graduates 

included 

in survey

Median 

Earnings

No. of 

Graduates 

included 

in survey

4 As or more £36,900 3,205 1.6% £43,800 4,565 1.9% £50,700 6,285 2.6%

3 As in A Levels £31,400 12,470 6.1% £36,900 14,995 6.4% £44,200 15,645 6.5%

3 B's and above £25,900 30,245 14.7% £30,300 38,675 16.5% £35,400 41,855 17.3%

3 C's and above £24,500 28,465 13.8% £27,700 35,650 15.2% £31,400 37,005 15.3%

3 D's and above £24,100 14,290 6.9% £27,000 17,165 7.3% £29,900 17,935 7.4%

Below 3 D's £24,100 2,260 1.1% £26,600 2,365 1.0% £29,600 2,615 1.1%

1 or 2 A level passes £27,000 3,230 1.6% £27,700 10,165 4.3% £29,200 16,155 6.7%

BTEC £23,400 32,000 15.6% £25,600 34,290 14.6% £27,400 29,040 12.0%

Other £23,400 25,965 12.6% £25,900 17,545 7.5% £30,700 10,925 4.5%

Not known £26,300 53,545 26.0% £28,500 58,755 25.1% £31,000 64,210 26.6%

All Graduates £25,200 205,665 £28,500 234,170 £31,800 241,670

NB - These figures are only for Graduates deemed to be in sustained employment as per the LEO Graduate Outcomes 

https://explore-education-statistics.service.gov.uk/find-statistics/graduate-outcomes-leo-provider-level-data/2022-23

Yr1 - after graduation Yr3- after graduation Yr5- after graduation
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aged 18 & straight to work aged 21. The LEO data only includes graduates in sustained 
employment. Both of these issues will to a certain extent have the effect over-stating loan 
payments made and will understate the number of graduates in the Student loan debt trap. 
 
https://www.ons.gov.uk/peoplepopulationandcommunity/populationandmigration/populationestimates/artic
les/milestonesjourneyingthroughmodernlife/2024-04-08 

 
 

 
 
 
 
 
 
3ii - Student Loan Repayments Assumptions and Scenarios 
 
As RPI and wage inflation are deemed to cancel each other out (see above), Plan 2 loans are 
deemed to have a real terms interest cost of 0-3% (dependent on salary), which is the extra 
charge above RPI. Plan 5 loans are deemed to have no real interest rate at all. 
 
Two student loan amounts at the start of the loan term are scenario tested. One is set at 
£57.7k, which is the full three-year loan for graduates starting to pay in tax year 21-22 & the 
other is set at £45k which is the average loan balance for graduates in the most recent data. 
 
https://explore-education-statistics.service.gov.uk/find-statistics/student-loan-forecasts-for-england/2024-25 
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The salary profile is then worked out that is required to pay of this level of loan in exactly 30 
or 40 years. This is then used to demonstrate whether the salary profile lines associated 
with the bands of PAA are either above or below the salary profiles of these two initial loan 
amounts. If they are above, then the loan will be paid off during the term, and if below then 
the graduate will be in the Student Loan debt trap. 
 
No attempt is made to account for those that may make over-payments in order to pay off 
the loan early, as it is assumed that only the 9% earnings contributions are made. 
 
 
 
  

Amount Borrowed - 3 year 

degrees - Full Maintenance - 

Graduation June 21

Full 

Maintenance 

(outside 

London) Course Fees Total % Interest

Interest 

Charge Balance

2018-19 £8,700 £9,250 £17,950 6.3% £1,131 £19,081

2019-20 £8,944 £9,250 £18,194 5.4% £982 £38,257

2020-21 £9,203 £9,250 £18,453 5.6% £1,033 £57,744
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4  - Results - Graphs & Tables  
 
The results are shown below in Graph & Table Format. 
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Prior Academic 

Attainment

Real Terms 

Student Loan 

Repayments 

made by 

Average 

Graduate 

within band

Paying 

Over 

How 

many 

years

Real Terms 

Mean Average 

payment per 

year

Real Terms 

Taxpayer 

Write-off for 

Average 

Graduate 

within band

Real Terms 

Student Loan 

Repayments 

made by 

Average 

Graduate 

within band

Paying 

Over 

How 

many 

years

Real Terms 

Mean Average 

payment per 

year

Real Terms 

Taxpayer 

Write-off for 

Average 

Graduate 

within band

4 As or more £87,032 27 £3,223 £0 £62,132 21 £2,959 £0

3 As in A Levels £78,309 30 £2,610 £14,536 £64,896 26 £2,496 £0

3 B's and above £46,059 30 £1,535 £49,682 £46,059 30 £1,535 £24,284

3 C's and above £29,907 30 £997 £53,165 £29,907 30 £997 £33,165

3 D's and above £22,346 30 £745 £54,461 £22,346 30 £745 £36,617

Below 3 D's £21,313 30 £710 £54,625 £21,313 30 £710 £37,058

1 or 2 A level passes £18,237 30 £608 £55,085 £18,237 30 £608 £38,322

BTEC £11,116 30 £371 £56,134 £11,116 30 £371 £41,086

Plan 2 Loans - Full Loan £57.7k Plan 2 Loans - Loan £45k

Prior Academic 

Attainment

Real Terms 

Student Loan 

Repayments 

made by 

Average 

Graduate 

within band

Paying 

Over 

How 

many 

years

Real Terms 

Mean Average 

payment per 

year

Real Terms 

Taxpayer 

Write-off for 

Average 

Graduate 

within band

Real Terms 

Student Loan 

Repayments 

made by 

Average 

Graduate 

within band

Paying 

Over 

How 

many 

years

Real Terms 

Mean Average 

payment per 

year

Real Terms 

Taxpayer 

Write-off for 

Average 

Graduate 

within band

4 As or more £57,744 19 £3,039 0 £45,000 16 £2,813 0

3 As in A Levels £57,744 23 £2,511 0 £45,000 19 £2,368 0

3 B's and above £57,744 33 £1,750 0 £45,000 27 £1,667 0

3 C's and above £49,382 40 £1,235 £8,362 £45,000 37 £1,216 0

3 D's and above £38,788 40 £970 £18,955 £38,788 40 £970 £6,212

Below 3 D's £37,461 40 £937 £20,283 £37,461 40 £937 £7,539

1 or 2 A level passes £33,569 40 £839 £24,174 £33,569 40 £839 £11,431

BTEC £22,847 40 £571 £34,896 £22,847 40 £571 £22,153

NB - Figures are only for Graduates deemed to be in sustained employment per the LEO Graduate Outcome database tax year 22-23

https://explore-education-statistics.service.gov.uk/find-statistics/graduate-outcomes-leo-provider-level-data/2022-23

* For comparison purposes, though Plan 5 loans graduates haven't completed studies by year 20-21, the max loan figure is set the same as Plan 2

Plan 5 Loans - Full Loan £57.7k* Plan 5 Loans - Loan £45k
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4i  - Analysis of Results 
 
Plan 2 - Initial Loan £57.7k 
 
Only the very top earners with 4A's at A-Levels on average will be paying off the loan over 
27 years (almost the whole term) at a total cost in Real Terms of £87k, far higher than the 
original loan which is due to the punitive effect of  3% 'mark-up' on the loan interest. Those 
one rung down at 3A's at A-level will be paying on average £78.3k, which is also significantly 
higher than their original loan, and even with this level of payment, they won't be paying 
the loan off. All others are stuck firmly in the Student Loan debt trap with salary profiles 
nowhere near enough to pay off the loan, and no way of avoiding paying 9% tax for 30 years 
unless they have access to funds to make voluntary over-payments. 
 
Those higher earners paying well over and above the original cost of the loan in Real Terms 
under Plan 2 have every right to feel aggrieved as the Govt has effectively trapped them and 
are extorting what could be considered unfair repayments. 
 
There are high levels of predicted real terms taxpayer write-offs ranging from £49.7k for 
3B's and above up to £56.1k for those with BTecs which could be consider a considerable 
waste of taxpayer's money*. 
 
* Though this figure will contain a proportion of 'book loss' as the Govt is presumably able 
to make a profit when levying the +0-3% interest above RPI in the first place, so if the loan 
isn't paid in full, this represents a cancellation of the 'book profit' made on the +0-3% as it 
wasn't in fact ever paid, merely accrued. 
 
Plan 2 -  Initial Loan £45k 
 
The lower loan now means that those on 3A's are also likely to pay off the loan, in that it will 
take the average within this band 26 years to pay it in full at a real terms cost of £64.9k. All 
those below this will on average still be stuck in the Student Loan debt trap with the next 
band below of 3B's paying in real terms just slightly more than the original loan at £46k, but 
still being nowhere near paying off the loan in full as it will leave £24.3K for the taxpayer to 
write off. 
 
Plan 5 -  Initial Loan £57.7k 
 
On average, those will 3 B's and above will be paying off the loan in full, and those below 
will  will be in the Student Loan debt trap for 40 years. Those stuck in the trap under Plan 5 
loans will be paying significantly more than under Plan 2 as they will be stuck with the 9% 
'tax' payments for an extra 10 years and the payment threshold is lower. So that even the 
lowest profile of BTecs will be paying £22.8K off their loans, but still be leaving the general 
taxpayer paying a  significant amount at £34.9k. 
 
Plan 5 -  Initial Loan £45k 
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The cut-off point for paying off in full for the lesser loan now becomes 3C's and above, but 
this is only after making payments for 37 years which is almost the entire loan term. For 
those below this, it won't make any difference whether the loan is £57.7 or £45k as they will 
still pay the maximum which is 9% for the full 40 years. The taxpayer though will have less to 
write off with the average BTecs write-off falling to slightly less than the Graduate payments 
of £22.8 at £22.2. 
 
Graduates with Lower PAA,  particularly BTecs 
 
The pay of those graduates who enter University with relatively low A-level grades or BTecs, 
are achieving much lower salaries, and in fact aren't likely get any uplift at all compared to if 
they hadn't been graduates*. 
 
Even under Plan 2 these graduates were paying significant sums of between £11.1 (BTecs) 
and £22.3 (3D's and above) for a degree that is likely to have proved of little value career 
pay wise,  but under Plan 5 this increases to £22.8 and £38.8 respectively. 
 
* The previous work 'Why is the overall Average Graduate Premium falling' demonstrates 
that the outcome pay of those with lower PAA is likely to be only a small amount or no 
higher than the pay of those with the same PAA who enter the workforce at 18 instead of 
going to University.  
https://universitywatch.org/wp-content/uploads/2025/08/Why-is-the-average-Graduate-Premium-
Falling_2.pdf 
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5 - Conclusions & Recommendations 
 
5i - First and foremost, Student Loans need to be restricted to those likely to benefit 
rather than irresponsibly offered to those whose finances will only likely be harmed   
 
The reality for Graduates with lower PAA is that they will: -  
- Be stuck in the Student Loan debt trap for 40 years and be de-moralised with the prospect 
of high marginal tax rates for life with the extra 9% 'tax' to pay. 
-Have got a job that isn't relevant to their degree, or if it is connected in some way, then it 
may not have needed them to have spent 3 years in full time study, and they could probably 
have just as effectively had equivalent targeted training in a matter of months or even 
weeks as sufficient preparation them for their current role (this issue is also true for those 
with high PAA) 
- Have got a level of pay the same or maybe only slightly higher than their non-graduate 
peers with the same PAA. 
  
It is deeply irresponsible for society to allow a young adult with lower PAA to be so freely 
offered a life-changing level of debt to enable them to be sold false promises by the HE 
Sector about the likely career outcomes, only to end up with no better career prospects and 
just a debt.  For this reason, it is imperative that minimum entry standards need to be set in 
order for courses to qualify for student loans. On the current information available, it should 
be set at around 3B's (perhaps will one or, at the outside two C's) at A-level or at around 15-
25% of the population. Any lower level of PAA tips the balance of probabilities associated 
with buying a degree (given the overall cost of £90k), and the likely ensuing poor outcomes, 
in the direction of being much more likely to cause harm to young adult's finances than 
good. 
 
Furthermore, the particularly poor outcomes for Graduates who entered University on the 
basis of their BTec results indicates that BTecs (like the V-levels* that are set to replace 
them), should be qualifications for direct entry to the workforce, not as mechanisms to 
enable the HE sector to encourage more school leavers to enter University. 
 
* https://taxpayersalliance.com/new-v-levels-must-act-as-a-direct-route-into-the-workplace-not-enable-more-
to-go-to-university/ 

 
Some instead have called for only 'poor' quality courses to be closed down (so-called Mickey 
Mouse courses), but this is flawed as it implies that it isn't PAA that is the underlying issue, 
rather it is about course choice and quality, inferring that if only the graduate had chosen a 
different course, then the outcome would have been fine. 
 
Furthermore, the perception that we can place reliance on granular course level outcome 
data is statistically unsound for a number of reasons *, and we are far better off just setting 
minimum academic entry standards across the board (but of course also having a regulatory 
framework ensuring that the remaining courses are of good quality) 
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* https://universitywatch.org/wp-content/uploads/2025/11/Why-Graduate-outcome-statistics-wont-fix-the-
malfunctioning-bloated-HE-Sector-market.pdf 
 
 

5ii - How to achieve the necessary cut in %HE participation and provide alternatives.  
 
To achieve the necessary cut in %HE participation there must be alternative options for 
those no longer attending University:- 
 
 a / Existing degrees with current academic entry standards below the new minimum 
threshold could be changed to more industry targeted short one (or maximum two) year FE 
courses. But the number of courses available in any given subject will need to have a strict 
numbers cap in line with the number of jobs available in any given sector (as opposed to the 
current free-for-all where the Universities can over-supply whatever course subjects they 
see fit in order to entice unsuspecting students to enrol). This will involve the re-purposing 
and closure of all the Universities that currently have all/most of their courses set at low 
PAA entry standards. Research * has shown that graduates from these low entry grade HE 
providers have the lowest levels of student loan repayments per graduate, which is bad 
news for both the graduate destined to be stuck in a Student Loan debt trap, and the tax 
payer who will be writing-off a much higher proportion of the debt.  
 
*  https://universitywatch.org/wp-content/uploads/2025/10/The-Graduate-Debt-Trap-Lower-Academic-

Entry-standards.pdf 

 
b/ More formal and informal apprenticeships should be encouraged and possibly subsidised 
by Govt in partnership with employers’ contributions to the cost. We need to stop the 
current dynamic whereby young adults are expected to pay for their own 'training' (by being 
burdened with the £90k cost of a 3-year degree - even though more often than not what is 
learnt in the degree proves to be of limited or no use in their subsequent career) , and 
instead switch the cost back to the employers to offer targeted specific training. 
 
c/ A change in societal mindset from one that currently perceives 18-year-olds as not being 
fit for the workplace; to instead lauding them as hard-working taxpayers and not some kind 
of failure for not going to University. To achieve this, it is essential to make all 'learn-on-the-
job' trainee / junior opportunities open to 18-year-olds rather than allowing employers to 
continue to unfairly discriminate against non-graduates in job adverts. Otherwise, school 
leavers will be forced to continue to have to pay a huge sum for a degree just to be 
considered for a junior job that doesn't genuinely need the candidate to have spent three 
further years in study*.  
 
* https://universitywatch.org/wp-content/uploads/2025/08/Discrimination-Pretence-of-Graduate-only-jobs-

1.pdf 
 
To achieve this aim, it is critical that most Graduate-only job adverts should be banned and 
instead be open to both Graduates and Non-graduates. An effective framework for the ban 
could be that Graduate-only job adverts should only be allowed if they satisfy all 3 of the 
below criteria :- 
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 - The PAA stipulated for the job must be at least 3B's at A-level. 
 - Entry level jobs must pay at least 25% above the Minimum Wage. 
 - The required degree subject(s) must be stipulated so that what is learnt in the 
 Degree is related to and is essential to the Job (and not something that could 
 easily be learnt on the job, with perhaps a modest amount of on-the-job training) 
 
 
d/ Employers could be given modest financial incentives to employ 18-year-olds again to 
break the mentality that has taken hold that staff are only worth employing as 21-year-old 
graduates.  
 
Carrying out 5i & 5ii will be a significant saving for the Taxpayer in less loan write-offs and 
will enable the Govt to allocate some of this to alleviate problems elsewhere in the 
following  ways. 
 
5iii - Create a hopeful 'pay it back' mentality to replace the despondent 'let the loan 
balance run away with itself' mentality 
 
No matter how many times Graduates (and their parents) are told that they shouldn't worry 
what their actual loan balance is as this doesn't affect what you pay (by social 
commentators) , nobody likes to see their loan balance going up, and nobody likes to think 
that this means that they are in the Student Loan debt trap and are stuck with 9% extra tax 
for 40 years.  
This is creating a general national despondency about Student Loans, and we need policies 
that give hope and encouragement that the loans will be paid off, and that the Graduate 
isn't trapped, and that the taxpayer isn't heading for a huge write-off.  
 
The govt should make over-payments a viable option, which would encourage both the 
Graduate and/or their family members, perhaps as an intergenerational gift or inheritance, 
to make over-payments. 
 
Incentives for a more positive 'paying your loan off' mentality may actually be a net saving 
for the Government money in loans write-offs that would otherwise have had been 
necessary; because many will be understandably adverse to being trapped with 9% 
payments into later life and they (or their family, or even their employer's as an employee 
benefit in kind incentive) would rather take steps to pay down their loan regardless of the 
balance of probabilities of whether it might work out cheaper to let it run for 40 years and 
allow it to be written-off. 
 
 
A- Allow those on Plan 2 loans to switch to Plan 5 terms if it would suit them 
 
Top earners under Plan 2 are being penalised with above RPI interest rates of up to +3% and 
have every right to feel aggrieved as the Govt has trapped them and is effectively extorting 
unfair repayments, forcing them to pay well over and above the original debt in real terms. 
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Allowing those on Plan 2 to switch to Plan 5 terms, with a longer loan term, but less interest 
will be attractive to those middle-to-higher earners who calculate that they have a fair 
chance of paying off the loan in full within 30 years (so they won't care if the term gets 
extended beyond 30 years) if they can avoid the punitive interest rates.  
 
Those lower earners who have little chance of paying it off, and are paying more modest 
monthly payments due to their lower earnings, can just choose to remain on Plan 2 and 
accept that they are better off paying the extra 9% as a 'tax' for 30 years instead of 40. 
 
B- Allow refunds on over-payments 
 
To encourage over-payments, the Govt should allow them to be refundable. Currently, 
there is a significant dis-incentive to make an over-payment on the loan; this is because if 
the loan is never going to be paid in full (even with the overpayment), then it is a complete 
waste of money as the loan would have been written off anyway.  So only for those who 
have a salary level where they are absolutely certain that they will pay off the loan in full 
before the end of the term does it make sense to make an over-payment without risking 
wasting their money. 
 
NB. Refunds would have to be restricted to a certain extent so that they couldn't be abused 
by people paying off the loan by say taking a re-mortgage at a cheaper rate, and then 
requesting a full student loan refund right at the end of the term for example. So safeguards 
such as a modest % penalty fee on refunds being due, and no refunds allowable after a 
certain time period or when overall loan balance goes down below a certain level. And also, 
if a relative pay's a chunk off the loan, then they must be entitled to pay this in directly and 
to stipulate that is it only repayable if they choose to authorise it, as otherwise the graduate 
could choose to refund themselves which may be against the original donor's wishes. 
 
C - Make Student Loan overpayments tax deductible  
 
The Govt could make overpayments tax deductible for the 'payee' with an Income tax credit 
set at 20% (or even 40% for higher tax payers if the Govt wanted to go the whole hog). This 
would encourage not only the Graduate themselves to make over-payments, but their 
relatives, or even their employers (with a Corporation tax credit) that they may use as a 
'benefit' to their employees. As stated above, though on the face of it there is a cost to the 
Govt for the tax credits, it may not actually cost them much at all as graduates will be far 
more inclined to make overpayments to pay off the loan in full which will avoid taxpayer 
loan write-offs. 
 
D - Various other options of methods to alleviate the burden of Student Loans  
 
There are many demands on the public finances other than HE, but should the Govt feel 
that it represents value for taxpayers’ money and go further to alleviate Graduates burden 
in general, perhaps to give back some or all of the cost saving of less loan write-offs (due to 
5i above) then this could be achieved in a number of ways: -  
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-Some form of loan forgiveness, by way of discounting the loans 
-Reducing the term of the loan before write-off 
-Reducing the loan interest rate below RPI or even to Zero 
-Reducing course fees 
 
E - The Govt should NOT make any changes that trap more people in the Student Loan 
debt trap and effectively make it a tax for 40 years 
 
The Govt should be mindful to steer clear of any changes that would have the effect of 
lessening the chances of paying it off, because it is the growing loan balances and the feeling 
of being trapped that is the main cause of the despondency, and this would make this worse 
rather than better i.e. It would have the effect of making the vast majority of graduates 
stuck in the Student Loan debt trap, paying repayments for 40 years. 
 
So the Govt should NOT : -  
 
- Increase the repayment threshold (beyond increases due to wage inflation)  
- Reduce the repayment rate of 9% down to 5% (as some suggest) 
 
All this would do is trap virtually all graduates in just a different version of the Student Loan 
debt trap where you pay 5% extra tax for entire 30/40 years instead of 9%  - with graduates 
leaving a much higher write-off for the taxpayer. 
 
 


