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PA Consulting Group's 2016 
higher education survey. 

This report presents the views 
of UK university leaders on 
the multiple policy disruptions 
facing higher education 
providers.
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An unprecedented barrage of game-
changing policy developments 
has emerged during 2016 that will 
reshape the market and regulatory 
landscape for Britain’s higher 
education (HE) providers. The 
concurrent impacts of the Brexit 
vote, the radical provisions of the 
Higher Education and Research Bill, 
the Teaching Excellence Framework 
(TEF), redoubled restrictions on 
student visas and the restructuring 
of research funding (among other 
reforms) present HE leaders with  
a plethora of new challenges. 
Coming on top of relatively recent 
upheavals to the funding and 
marketisation of HE teaching, how 
will the sector cope?

INTRODUCTION
Universities and other HE providers have grown used to 
disruptive changes over recent years, whether imposed by 
government or arising from shifting market forces. But those 
changes, such as the introduction of fee-based funding 
or the lifting of student number controls, have tended to 
come separately rather than, as now, all at once. An added 
complication is that, in almost every area, the implications 
remain unpredictable, since each of the proposed reforms 
releases or enables impacts that will unfold over several  
years, against a background of huge political and  
economic uncertainties.

“We are in a situation of multiple 
unknowns. It is like Alice in Wonderland – 
nothing seems to make sense” 

This report presents the views of a cross-section of UK vice-
chancellors on this turbulent scenario. It sets out what they 
foresee as the likely impacts for the HE system as a whole and 
for their institutions in particular, and what they plan as the 
priorities for dealing with them. We look below the surface 
of headline policy reforms to explore how the underlying 
structures and dynamics of the system are being reshaped,  
and where many of the implications are yet to emerge.
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ABOUT THE SURVEY
The survey was undertaken during September and October 
2016, somewhat later than in previous years. It came after 
the EU referendum vote, the introduction and (most of 
the) passage of the HE and Research Bill and the change in 
Government leadership, to avoid these overshadowing leaders’ 
responses. While the results of these events are now known, 
their full implications will only emerge over the months, 
possibly years, to come. There is hence inevitably an element 
of informed speculation surrounding the issues explored in 
the survey. Nonetheless, the responses show a high level of 
agreement about what institutional leaders expect to happen.

We surveyed some 150 vice-chancellors and institutional 
leaders, including a number from private and alternative 
providers, and received responses from nearly 30%. In 
addition, we undertook telephone interviews with a sample 
of respondents, which provided additional colour and insights 
to the survey response and comments. We have included 
illustrative quotes from survey comments and interviews in  
this report.

We are extremely grateful to everyone 
who took the time to participate 
in the survey.

This report is based on PA’s eighth 
annual survey1 of university 
vice-chancellors2. Some general 
questions were carried forward from 
previous years, allowing us to see 
how leaders’ views have changed 
over time. In addition, this year’s 
survey focused on the wave of 
dramatic changes in the markets and 
regulation of HE provision over the 
course of 2016.  

1. Previous survey reports can be requested from www.paconsulting.com/education

2. We surveyed all heads of UK universities and other recognised higher education 

institutions, and use the term ‘vice-chancellors’ to embrace their diversity of titles. 

Similarly, we refer to ‘universities’ as embracing all types of higher education provider, 

both public and private
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INWARD-LOOKING POLICIES RISK UNDERMINING  
WORLD-CLASS STANDING

Unsurprisingly, vice-chancellors were deeply concerned about 
the combined implications of Brexit and more stringent visa 
controls. This concern was not only about the potential loss 
of international student revenues but also about the potential 
damage to the international standing of UK higher education.

• Over 70% of respondents felt that the effects of Brexit and 
of visa restrictions on students and staff will have seriously 
adverse effects on the HE sector, although a markedly smaller 
proportion expressed similar fears for the impacts on their 
own institutions

• Student recruitment from the EU is predicted to fall by 81% 
of vice chancellors following Brexit although, somewhat 
paradoxically, over 56% of respondents remain confident of 
increasing other international recruitment, mainly by growing 
enrolments outside the UK and online

• There are real concerns about the impacts of Brexit and visa 
restrictions on research, partly from lost access to EU research 
funds and programmes but much more from difficulties in 
attracting and retaining world-class academic talent and 
reduced participation in international collaborations.

Despite the plethora of disparate 
policy reforms, coinciding in what 
many of them see as the most 
disruptive and uncertain period for 
many years, HE leaders refuse to be 
fazed by the challenges. While they 
would not have wished for any of 
the changes, vice-chancellors accept 
the inevitability of Brexit and the 
government’s determination to drive 
its agenda in other areas. Indeed, for 
the most part (other than Brexit), the 
direction of policy priorities has been 
clear since the 2015 general election, 
and the sector is already coming to 
terms with them.  

Nonetheless, sector leaders are 
deeply worried about the unintended 
and underlying consequences of a 
changed policy landscape for the 
longer-term structure and standing 
of UK higher education. They fear 
for the sustainability of much current 
provision, and worry that, in future, 
the sector could be smaller, less 
competitive and less international.

Summary findings and conclusions
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TEACHING EXCELLENCE: NOT MEASURING 
WHAT MATTERS?

There was a cautious welcome for the 
intentions of the TEF and associated measures 
to enhance student experience. However, this 
is tempered by doubts about whether the 
proposed evaluation criteria address growing 
public concerns about the value of higher 
education.

• 54% of respondents were broadly 
supportive of the TEF, and a similar 
proportion welcomed greater protections 
for student interests while 37% supported 
the establishment of the planned Office for 
Students; but around half of respondents 
reserved judgement, waiting to see how 
these reforms are implemented

• Some 59% of vice-chancellors said that 
maximising their TEF ratings will be among 
their top strategic priorities, and 79% 
prioritised student satisfaction over league 
table rankings (although as some noted, 
these are in practice strongly correlated)

• A number of vice-chancellors voiced hopes 
that the TEF might lead to changes in the 
reputational landscape for universities, 
countering the dominance of research-
intensive institutions, but observed that this 
will require robust judgements of learning 
gains by the TEF panels.

INCREASED FOCUS ON EMPLOYERS AND 
PARTNERSHIPS

Vice-chancellors have little expectation of 
short-term growth in domestic demand for 
conventional campus-based education. They 
are optimistic that employer-based and online 
provision can generate worthwhile growth 
(albeit from a low base for most institutions), 
as might measures to stimulate participation 
levels and skills development within regional 
and city strategies.

• 44% of respondents expected little or no 
short-term growth in home undergraduate 
demand, while 14% predicted demand 
declining by up to 25% from current levels. 
Looking ahead, many expect overall demand 
to grow after 2020 as the current boom in 
school-age children works through

• Some 70% foresaw substantial growth in 
demand for work-based learning provision, 
particularly in degree-level apprenticeships 
following the introduction of the employer 
training levy in 2017, although some feared 
that this might ‘cannibalise’ or ‘rebadge’ 
some current provision

• A majority of respondents are planning for 
growth by enhancing their offers for home 
students and work-based apprentices.  
This includes introducing new products  
and services and strengthening their 
recruitment and retention processes, while 
also growing strategic partnerships with  
local HE and FE partners.
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WINNERS AND LOSERS: RESTRUCTURING 
BY STEALTH

Opinions were divided on the likelihood that 
a significant number of providers might, in 
the government’s words, ‘exit the system.’ 
Nonetheless a strong majority predicted 
substantial rationalisation of the system 
through less visible processes of staff cuts, 
asset transfers and course closures. 

• 43% thought it ‘very’ or ‘somewhat’ likely 
that there will be significant numbers of 
institutional failures, while 57% disputed 
this assessment; but over 76% predicted 
significant rationalisation of provision through 
consolidation, transfers and course closures

• In practice a process of restructuring by 
stealth is already happening at the margins 
of provision, with weaker institutions cutting 
back on under-recruiting programmes or 
closing peripheral sites, allowing others to 
move in and pick up the displaced students 
and business

• Around 45% of respondents expected 
substantial growth in multi-institutional 
collaborations, alliances and networks, such 
as the regional research partnerships already 
being established. This view was supported 
by the high proportion of institutions 
planning to grow new strategic partnerships.

STRATEGIES FOR SURVIVAL: 
DIVERSIFICATION AND DIFFERENTIATION 

While accepting that the regulatory 
environment for all providers will be 
determined by current government policies, 
vice-chancellors have little expectation of 
support from government, which they believe 
neither understands nor sympathises with 
the challenges they face. Instead, institutions 
are developing their individual strategies 
for sustainability, differentiating themselves 
through their distinctive strengths and focus 
within shifting markets.

• The recurrent priorities for institutional 
strategies were: building strategic 
partnerships and alliances, developing new 
products and services, and strengthening 
internal capabilities. Relatively few prioritised 
investments in new technologies

• The greatest constraints to institutions’ 
strategic plans in each area of their business 
portfolios were the adverse effects of 
government policies and competitors 
developing more attractive or cheaper offers. 
Inertia and internal constraints were also seen 
as inhibiting new business development

• Over 70% cited revenue growth and 
diversification as top priority objectives, and 
79% student satisfaction (respondents cited 
multiple ‘top priorities’). 59% gave maximising 
their TEF ratings as a top priority, compared 
to 40% for REF ratings and (surprisingly) 
fewer than 12% for either international (THE 
or QS) or domestic (Guardian or GUG) league 
table placings.
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“Being forced to focus on UK students 
and research funding, rather than 
being globally oriented, risks significant 
deterioration in our global position” 

As shown on Figure 1, respondents were markedly more 
concerned about these risks for the sector as a whole, and for 
other providers, than they were for their own institutions. For 
example, while up to 70% felt that constraints on international 
recruitment, arising from Brexit and visa controls will have 
‘seriously adverse’ effects for the sector as a whole, only 50% 
– still a high proportion – expressed similar fears for their own 
institutions. The remainder expected only limited impacts or felt 
that it was too soon to tell. 

The reasons given for this disparity were partly a recognition 
that respondents felt some other institutions were much more 
vulnerable to downturns in international recruitment than their 
own. Vice-chancellors also feel more confident about their own 
institution’s abilities to respond to challenges than they do 
about those of others.

This would explain the somewhat surprising finding that over 
50% of vice-chancellors expect their international student 
numbers to grow by up to 25% over the next decade, despite 
almost all of them predicting substantial falls in recruitment 
from the EU. This growth will be sought mainly from 
recruitment of transnational students studying in their home 
countries, reached through strategic partnerships and online 
provision, but probably not by establishing offshore campuses, 
which many saw as an outmoded delivery model.

An overwhelming majority of vice-chancellors, over 87%, cited 
the ‘adverse effects of government policies’ as by far the 
greatest constraint to their internationalisation strategies. Many 
reported feeling at odds with unsympathetic ministers and 
officials because wider policy concerns over immigration were 
over-riding the national benefits of an internationally open and 
engaged HE system. Some spoke of the need for the sector 
to ‘win the peace’ on these issues, having lost the battle on 
Brexit and immigration controls, by making their case through 
intensive lobbying and public relations activity.

International recruitment, 
engagement and reputation

Amidst the multiple challenges 
facing the sector, vice-chancellors 
were most concerned about the 
outlook for the UK’s competitiveness 
in international markets for students, 
research and above all academic 
talent. Three-quarters of vice-
chancellors expect the combined 
effects of the Brexit vote and 
restrictions on student and staff visas 
to have ‘seriously adverse’ impacts 
on the sector. Beyond the direct risks 
to tuition fee revenues and research 
awards, there are widespread 
concerns about the impacts on 
taught postgraduate provision, much 
of which is sustained by international 
students. There were also fears for 
the UK’s position in global rankings, 
which depend heavily on the 
international profiles and mobility of 
top research staff.
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SNAKES, LADDERS AND TEF

Most vice-chancellors gave a 
conditional welcome to the 
intentions of the Higher Education 
and Research Bill (going through 
Parliament at the time of the survey) 
and the related but non-statutory 
proposals for a TEF and changes 
to the next Research Excellence 
Framework (REF). However, many 
were reserving judgement until they 
saw how these will be implemented 
(see Figure 2).

Over half of respondents (54%) felt that the TEF will have 
generally beneficial impacts on the sector as a whole. Even 
more (63%) expected benefits for their own institutions 
– presumably based on hopes of achieving gold or silver 
status. A similar proportion (54%) welcomed the proposals 
in the HE Bill for greater protection of student interests.  It 
was clear that vice-chancellors are taking the TEF and their 
institutions’ responses very seriously, with 59% flagging optimal 
performance in the TEF ratings as being among their top 
strategic priorities.

There were nonetheless recurrent fears about the potential 
negative impacts of the TEF. A number of institutional leaders, 
especially from smaller and specialist providers, expressed 
concerns that the TEF regime would not recognise and value 
their diversity and distinctiveness, something they felt was 
already undervalued by policymakers. Others were worried 
about the implications for institutions that might not perform 
well on the TEF metrics because of their missions to recruit 
from disadvantaged and low participation communities, which 
they felt should be celebrated and not penalised.

“The TEF could create a game of financial 
snakes and ladders, with short ladders 
and long snakes. Some institutions could 
fall quickly and struggle to dig their way 
back up”



On the plus side – at least for those institutions standing 
to benefit – there was a hope that the TEF might provide 
a counter-weight to the perceived prestige of universities 
with strong research reputations but much weaker student 
satisfaction or value added performance.

Vice-chancellors were not on the whole greatly exercised by the 
planned replacement of the Higher Education Funding Council 
for England (HEFCE) with a new Office for Students (OfS). 
53% thought that the demise of HEFCE would not make much 
difference for the sector or for their own institutions, and while 
37% thought that the OfS could prove beneficial for the sector, 
58% remained unconvinced.

In discussions, several vice-chancellors observed that HEFCE 
had done a good job in facilitating responses to failing 
providers, which was not part of the remit for the OfS. 
This might become an issue if weaker institutions might 
be encouraged to ‘exit the system’ to make way for new 
‘challenger’ providers. Respondents were nervous about the 
potential loss of business to new or alternative providers – 
44% predicted that such providers could take up to 10% of the 
teaching market, and 42% predicted them taking between 10%-
25% market share. The impacts of such a trend are most likely to 
be concentrated on popular and profitable provision in subjects 
like business, accounting, law and humanities. Loss of students 
and the related financial surpluses in these areas would severely 
constrain the abilities of established players to cross-subsidise 
their loss-making research and more expensive teaching.

10
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Zero-sum competition

Most vice-chancellors now regard 
the domestic market for HE teaching 
as a zero-sum (or even shrinking) 
game in which any growth must 
be won at the expense of other 
providers. Patterns of student 
demand are seen to be shifting from 
conventional campus-based study to 
work-based models of learning, with 
local skills development programmes 
also offering opportunities for 
innovative responses.  As Figure 3 
demonstrates, there will be fierce 
competition in these emerging 
markets, with many vice-chancellors 
concerned over the responsiveness 
of their institutions to aggressive 
pricing and innovative offers  
from competitors.

Some 14% of respondents predicted a decline of up to 25% 
from current levels of undergraduate demand for campus-
based study. A further 44% forecast static or slightly declining 
demand. This would be in line with the experience of recent 
years, in which overall enrolments have declined each year, 
especially from older and part-time students. Looking further 
ahead beyond 2020, a number of respondents predicted an 
upturn in domestic demand as the current boom in primary and 
secondary school numbers comes through.

However, that demand looks likely to be concentrated 
increasingly on work-based and vocational models of tertiary 
learning, as degree apprenticeships and other employer-led 
programmes become more widespread and attractive. Some 
70% of vice-chancellors forecast growth of up to 50% in demand 
for work-based learning, with two-thirds planning to develop 
new services to address those markets, often in partnerships 
with other providers (a top priority for 48% of respondents).

While work-based provision such as apprenticeships is already 
a core offer for a number of providers, it is new for many 
others and will be a challenge for them. 25% of vice-chancellors 
identified organisational inertia and other internal constraints 
as a barrier to their success in markets that are already 
characterised by aggressive competition and cost-cutting.  

A more positive response to market and financial challenges 
has been to build business partnerships with other HE providers 
or commercial organisations. More than 44% of vice-chancellors 
expect most institutions to be part of at least one multi-
institutional partnership, alliance or network over coming  
years – a figure that has almost certainly already been 
exceeded. Forging such alliances was cited as a top priority  
by many, notably with regard to overseas recruitment (over 
52%), work-based learning (84%) and online services (43%). 
A number of universities are already members of regional 
research collaborations such as N8, GW4 and others, through 
which research facilities and capabilities are shared. Despite 
this, and in contrast to other public service and corporate 
sectors, the growth of shared service operations among 
universities remains surprisingly low, and was not identified  
as a priority in this survey.
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Another area of potential growth for HE provision may come from local or sector-based skills development 
programmes. These are linked to devolved growth strategies led by Local Enterprise Partnerships and 
combined local authorities or to industry schemes led by national agencies or sector bodies. Some 50% 
of vice-chancellors identified these as important business opportunities, while 77% foresaw options for 
significant growth in industry-based knowledge transfer and innovation schemes. Again, forming new strategic 
partnerships, often with FE colleges, is the top priority for institutions to address these emerging markets. 
These will become more important as the government’s stated plans for extended devolution and a new 
industrial strategy firm up.

FIGURE 2: VIEWS OF RESPONDENTS ON THE IMPACT OF POLICY REFORMS ON THE SECTOR
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FIGURE 3: EXPECTATIONS OF RESPONDENTS ABOUT CHANGES IN MARKET DEMAND
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A recurring feature of our annual 
surveys has been predictions from a 
large proportion of vice-chancellors 
that the sector should brace for 
institutional failures and related 
mergers and takeovers. The pattern 
was repeated in this year’s survey, 
with 43% of respondents thinking 
it ‘very’ or ‘somewhat’ likely that 
we would see significant numbers 
of institutional failures. However, a 
majority of their peers disagreed, 
noting that we have not actually 
seen any failed institutions and very 
few mergers (except in Wales) for 
some years. It is nonetheless clear 
that the underlying structure of 
the sector is quietly but radically 
changing.

SURVIVAL OF THE FITTEST?

In discussions, vice-chancellors noted the substantial legal, 
practical and political barriers to closing a university, not least 
that some of the most vulnerable institutions are located  
in relatively deprived communities where their loss would  
be catastrophic.  

For these reasons, we share the view of most vice-chancellors 
that the disappearance of established institutions is unlikely, 
but this does not mean that we will not see quite substantial 
restructuring and overall shrinking of current provision.  
Fully 75% of respondents foresaw significant rationalisation of 
providers through a variety of mergers, take-overs and asset 
transfers. Since the cap on student numbers was removed 
in 2015, a number of universities, especially the larger civic 
institutions, have grown their student numbers and other 
income sources quite substantially but this has largely been 
at the expense of weaker providers. These have responded by 
closing under-recruiting courses, closing peripheral teaching 
sites, cutting staff and reducing spending on administration and  
non-essential costs.

HESA data show a number of institutions have seen falling 
enrolments and falling incomes, and recurrent financial losses, 
over several years. The danger for these institutions, which 
could be exacerbated by the TEF, is that they will sink into  
what we have termed a ‘zombie spiral’ which it may be  
difficult to reverse.
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“The big debate ahead is about how to 
secure financial sustainability; making 
cuts as one-off exercises will not be 
sufficient” 

The response of a number of institutions to this dilemma 
has been to take advantage of the current availability of 
cheap money to borrow often very large sums to finance 
investment in their facilities and attractions to students, or 
in attempts to boost their research capabilities. The levels 
of balance sheet debt across the sector have consequently 
risen to unprecedented levels, which HEFCE has warned are 
unsustainable and represent real risks to some institutions. 

This vulnerability may be exacerbated for some, especially 
in metropolitan centres, by the entry and growth of new 
providers, which the government has been keen to encourage. 
Some 56% of vice-chancellors expect new providers to take a 
sizable share (more than 10%) of the HE market over coming 
years, with 14% predicting that this could exceed 25%. Several 
observed that this displacement will be concentrated on 
popular and relatively low cost (and hence profitable) subject 
areas like business, accounting, law and humanities. This could 
mean those losing business in these areas would lose their 
capacity to cross-subsidise more expensive taught subjects and 
loss-making research.
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Universities find themselves facing 
a near future of uncertainties and 
existential threats to every area of 
their business. Government policies 
intended to increase choice and 
quality of provision for students 
could have the effect of reducing 
both where institutions are adversely 
affected by punitive regulations.  
The influx of international students 
and faculty that has largely sustained 
many institutions in recent years 
cannot be relied on and may well fall, 
with serious implications right across 
the sector. As one vice-chancellor 
summed up the situation:

PARADOXES, CONTRADICTIONS  
AND UNCERTAINTIES

Despite all this, vice-chancellors refuse to be fazed by the 
prospect of a challenging regulatory agenda set by, what many 
believe, is an unsympathetic government. They accept the 
inevitability of the TEF, oversight by the Office for Students and 
competition from new alternative providers and are focused on 
doing well in the TEF. This is seen as a defensive necessity for 
protecting their current standing and fee income, but not as 
a basis for the revenue growth and diversification that 70% of 
respondents see as vital.

The chosen routes towards sustainability and growth are 
likely to be different for every institution. Leadership teams 
will differentiate their offers and approaches in fast-changing 
national and international markets. Many will be looking to 
grow their enrolments in the buoyant market for transnational 
students while others will focus on the emerging rise in  
demand for work-based learning programmes and 
apprenticeships. There may well also be growth opportunities 
for universities with strong community or industry links 
from the extension of devolution agreements and from the 
forthcoming Industrial Strategy.

“Institutions will need to define their own 
terms of success, and to be increasingly 
clear about what they do best”

Vice-chancellors recognise that all of these opportunities 
will require different capabilities and offers to those in their 
current core business, and that they may have to overcome 
internal inertia and skill constraints. They have three planned 
approaches to this challenge – building strategic partnerships 
and alliances with other providers, at home and overseas; 
developing new products and services; and strengthening 
their internal operating processes and systems. All of these 
will require significant investments and commitments, and, 
above all, leadership to combine short-term responsiveness to 
regulatory demands with longer term vision for futures beyond 
the vagaries of passing government policies. Without this, as 
one vice-chancellor pithily put it:

“We have lost a golden age that  
we did not realise we had”

“The outlook for the sector  
is grim.…”
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