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Executive Summary

The devilis always in the detail. Buried within the 2025
Budgetwas a freeze on student loanrepayment
thresholds until2030. This amounts, in effect, to a
unilateralchange toloanagreements by the
Government, one the Chancellorhas described as “fair
andreasonable”, despite the fact that suchachange
would never be permitted foracommercial provider.

Organise has teamed up with Rethink Repayment to
capture graduate responses to this growing scandal.

The story of this scandalis now well and truly
outinthe open, butin thisreport we shed new
light onthe scale of itsimpact through a survey
of over 3,000 people directly affected by
these changes, gathering theirviews on the
policy and onhow the currentloan systemis
shaping theirlife choices.

Overview

The evidence increasingly points to the
hallmarks of mis-selling: complexterms,
optimistic assurances, underplayed-risks, and
later rule changes that materially worsen
outcomes.

To capture the full, multi-layered impact of
these changes, thisreportis organised around
the following key themes and presents a series
of clearrecommendations drawn directly from
the experiences of those who responded to
the survey.
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e The next mis-selling scandal?

e The Motherhood penalty

e Inequality and social mobility

¢ No Choice but Debt: The public sector
penalty

e When Debt Meets the Cost of Living Crisis

e Student Debtandthe Housing Trap

e How Student Loans Are Damaging Mental
Health

e The Growing Debt Trap

About Organise and our survey

Organiseis a free-to-use campaigns platform
with over I millionindividuals registered. Our
platform enables people to use digital tools to
campaign for betterworkplace rights and on
nationalissues, which affect a significant
amount of ourmembers and the wider
workforce.


https://about.organise.network/about

Dataoverview

During January 22nd to February 9th, Organiseranan
anonymous survey with 3,209 people asking the following

questions: [1]

Do you feel that you were fully educated on How has your student loan debt affected
the terms of your student loan when you took your financial situation and quality of life?
itout?

e 82%saidno Key issues that arose were:

e 10% saidyes e Costof living concerns, withrepayments

e 8% said don’t know

Would manifesto proposals to make the
student loan repayment system fairer
influence how you vote at the next election?

o 84% saidyes

e 5%saidno

e 11% said don’'t know

Do you think a maximum interest rate of 6.2%
is fair for a Plan 2 student loan?

e 87/% saidno

o 13%saidyes
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competing directly with essentials like
food, heating and bills.

Reduced mortgage affordability, with
some beingrejected outright or forced
ontoworse mortgage rates.

Delayed or prevented major life decisions,
including having children, starting families,
ormoving out of insecure housing.
Penalised parents, especially mothers,
through interest continuing to accrue
during maternity leave and part-time work.
Discouraged career progression, with
people turning down promotions, overtime
orhigher pay because repaymentsrise
fasterthan take-homeincome.
Disproportionately harmed working-class
and low-income graduates, who borrowed
more to survive at university and now carry
farlarger debts.

Acted as a financial penalty for public
service, with nurses, teachers, doctors and
social workers paying to train for essential
roles.



Contextand graduate
recommendations

Studentloansin England were introduced in
1990 to widen access to higher education, with
repayments designed to beincome-
contingent rather than based on the size of the
debt. The promise was that graduates would
repay what they could afford, without being
trappedinlong-term financial hardship.

That promise shifted in 2012. Tuition fees were
tripled to £9,000 ayearand Plan 2 loans were
introduced with interest linked to RPI plus up to
3%, allowing balances to grow even while
repayments were made. At the time, graduates
were told repayment thresholds wouldrise
with earnings, reinforcing the idea that the
system would remain fairand manageable.

Furthermore, in August 2016 maintenance
grants forlow-income students were
abolished [2].for new students andreplaced
with larger maintenance loans, increasing the
total amount students could borrow for living
costs but adding to graduate debt. The current
Government has said it willintroduce a new
maintenance grant scheme but it willnotcome

into effect until 2028. [3]

Since then, the goalposts have moved.
Repayment thresholds for Plan 2 loans have
been frozen forextended periods, most
recently confirmedtoremainat £29,385 until
atleast April 2030. [4] This fiscal drag pulls
more graduates into repayment and increases
what they pay eachyear, evenwhenreal wages
are stagnant.
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Combined with inflation-linked interest rates
that haverisen above 6%, many graduates now
see theirloan balances grow despite regular
repayments. Graduates say the effectisa
retrospective tightening of the system, forcing
people torepay forlongerand pay more than
they were led to expect. Inany otherlending
context, changing the terms in this way after
the fact would raise serious questions about
fairness and mis-selling.

Graduate recommendations

e Immediately reverse the decisioninthe
Budget to freeze thresholds and
ensure repayment thresholds are
increased withinflation to protect low
and middle income earners.

e Pauseinterest during maternity leave,
statutory parental leave and adoption
leave so balances do not grow while
income is deliberately reduced.

e FixUniversal Credit (UC)interactions,
so UCreflects take home pay after
studentloan deductions, particularly
forsingle parents and those with
postgraduate loans.

e Remove theinterest on studentloans
forthose workingin public sector
roles.

¢ Introduceloanforgiveness ortime-
limited write-offs for key workers after
aset period of service.


https://www.gov.uk/government/news/higher-education-student-finance-changes
https://www.gov.uk/government/publications/maintenance-grants-for-higher-education-students/maintenance-grant-amounts-and-eligibility-criteria
https://www.bbc.co.uk/news/articles/ce3k4xdqyp1o

The next mis-selling

scandal?

“At 17, | would not be deemed suitable by lenders for a £2,000
loan for a car, let alone a £57,000 loan to which | received no
contract, fixed rates, or terms and conditions.”

Graduates consistently describe a system that
was sold to them on one set of terms and then
transformed into something far harsher. Many
were told studentloans were “notreal debt”,
that repayments would be smalland
manageable, and that balances would not
behave like commercial loans. Instead, they
now face what feels like along-term tax with
compound interest, based on decisions made
at17 or18 with limited information and no
meaningful consumer protections.

Severalrespondentsrecall beingreassured at
schoolthat the loanwas safe and fair, only to
discoveryears later thatinterest could outstrip
repayments and that balances could grow
despite paying every month. Others say they
would never have taken the loan had they
understood how the interest worked or that
therules could change afterthe fact. The
dominant feelingis notregret at studying, but
anger at how the financial consequences were
explained.

That sense of mis-selling has intensified as policy
has shifted retrospectively. Graduates point to
frozen repayment thresholds and the escalation
of interest under the RPI+3% formula, which pull
more low and middle earners into higher
repayments while their balances continue to rise.
As Claer Barrett has written in the Financial
Times, this amounts to “a double dose of fiscal
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drag” for graduates, as rising earnings trigger
higherloan deductions at the same time as tax
thresholds remain frozen. [5]

Against this backdrop, Rachel Reeve’s claims
that the systemis “fairandreasonable” feel
disconnected fromlived experience.
Respondents describe a contract whose
terms have shifted without consent, turning
what was presented as a progressive, income-
linked contributioninto something closerto a
high-interestloan. The evidence increasingly
points to the hallmarks of mis-selling: complex
terms, optimistic assurances, underplayed
risks, and laterrule changes that materially
worsen outcomes.

Takentogether, these testimoniesraise a
serious question for policymakers: whether
student finance now risks becoming the next
major mis-selling scandal, undermining trustin
asystem meant to enable opportunity rather
thanlockinlong-term disadvantage.


https://www.ft.com/content/277ae912-e927-4b85-9220-573b100abc37

Real life experiences

“The student loan was sold to me as a low interest loan with a realistic chance of repayment. Years

later, the goalposts were moved and the interest rate was raised substantially meaning it's likely I'll

never pay it off and be in debt for the rest of my working life.”

“l wouldn't have taken it out if | had known the vast amount of interest that was added. It was sold as a

cost effective solution. | now owe 5x the amount | borrowed.”

“It was initially presented to me as ‘not a real debt’. It absolutely is a real debt, when you apply for a

mortgage.”

“I don't feel | was adequately educated about the loan, how the terms worked, and what the loan

company could do to those terms in the future and retroactively. | was constantly told, 'it's worth it,

don't worry about it. You'll pay it back super easily, you'll hardly notice it".

2%

Said they were fully educated onthe
terms of your student loan when they
tookit out

Do not think a maximum interest rate of
6.2% is fair for a Plan 2 student loan
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84 %

Agreed that manifesto proposals to
make the student loan repayment
system fairer would influence how they
vote at the next election

78%

Have felt trapped by a student loan
balance that keeps growing despite
repayments



The motherhood

penalty

“I'm a mother of two and having two maternity leaves means |
will be approximately £12,000 worse off as interest is added
during my maternity leave. This is a motherhood penalty and

inequality.”

The testimoniesin our survey reflect a familiar
patterninthe UK’s motherhood penalty.
Women already face lower pay, higher
childcare costs, more part-time work and
career breaks. [6] Respondents say the
student loan system intensifies each of these
pressures.

Formany mothers, the most damaging feature
is thatinterest continues to accrue during
maternity leave and periods of reduced hours,
precisely whenincome falls and household
costsrise. Maternity leave becomes a moment
when debt accelerates, not pauses, stretching
repayment timelines far beyond what was
originally expected.

As onerespondent explains: “At my current
earningrate, I'd pay myloanbackin10 years.
Now, because I've had two maternity leaves it
will take me 16 years to pay it back.” Others
describe the anxiety of watching balancesrise
while they do the socially necessary work of
caring: “It has beenincredibly stressful to think
about how my loanis massively increasing
during my maternity leave.”

High repayments are also reshaping decisions
about whetherand when to have children.
Graduates describe feeling financially
“trapped” despite decentincomes, unable to
save because large monthly deductions leave
little room for housing, childcare or stability.
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Formany, studentloan payments are
equivalent to nursery fees ormortgage
contributions, making family life feel
unaffordable even onsalaries that would
otherwise be considered secure.

Takentogether, the evidence shows a
cumulative penalty: debt grows when earnings
fall, repayments resume when work restarts,
and mothers, especially single parents, face a
tighter squeeze as childcare costs and
Universal Credit interact poorly with student
loan deductions. The resultis not only financial
strain but delayed life choices. As one
respondent putsit: “The most painfulimpact
has beenthe choice we have had to make
between buying ahome and starting a family.”


https://www.bbc.co.uk/news/business-56315730

Real life experiences

“| graduated in 2003 and | still owe approximately £5,000 and | only took out £9,000 in total. With
having to break my career to look after children and then working part time | am now 45 and still owe
so much money. | try to not think about it but it's a weight hanging over me.”

“I am a solo parent. | earn £31,000 working 4 days per week in a role | need a PhD for. | have a Plan 2
and a postgraduate loan. So | pay 6% and 9%. | also receive Universal Credit top ups, mainly due to
childcare costs. However it is calculated on my pre-student loan wages. Meaning | am getting further
penalised compared to others on UC as | then get my student loan taken from my income. This
affects my ability to get a mortgage and provide for my son. | am genuinely worried about an
emergency like my car breaking down. And paying the £100 | pay towards my student loans is
genuinely crippling. That extra £100 would genuinely make such a huge difference.”

“It directly impacts our choice to have kids, living in London we simply can't afford it even on what
would be considered very good salaries. We pay approximately £650 per month in repayments
between myself and my wife, which makes a huge difference to our quality of life, ability to afford a
mortgage and ability to save enough to feel comfortable trying for kids.”

STUDENT LOANS: THE NEW MIS-SELLING SCANDAL



Inequality and social

mobility

“| came from an abusive household with very little money. The
education afforded to me by the Plan 2 loan allowed me to be the
first in my family to do a degree, and it is no hyperbole to say that
without my education and the chances it got me, | may not still be

alive. Now I'm paying around £750 per month between my
postgrad loan and my plan 2. They've locked me in a cycle of
paying more and more as | earn more, and right now, it isn't worth
trying to get promoted. | feel like I'm on a treadmill, and | can't

plan for the future.”
Respondent, age 31, Brighton

Graduates from working class and lowincome
backgrounds consistently describe the
studentloan system as a mechanism that
entrenches inequality rather than enabling
social mobility. While higher education was
presented as aroute to opportunity,
respondentsreport that debt hasbecomea
long term penalty for those without family
wealth, shaping life chances long after
graduation.

A defining feature of this penalty is unequal
starting positions. Graduates from wealthier
families were often able to avoid borrowing for
living costs, receive parental support, or have
fees paid outright. By contrast, students from
low income households took out largerloans
simply to survive. This has resulted in vastly
different debt burdens for people who
obtained the same degrees at the same
institutions. For many, this means entering
adult life with tens of thousands more in debt
than their peers, purely because of
backgroundrather than choice.
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Respondentsrepeatedly describe the system
as a “taxon ambition”. As earningsrise,
repaymentsincrease, but balances often
continue to grow due to highinterest. This
creates atreadmill effect in which working
harder, pursuing promotion or moving into
better paidrolesyields diminishing returns.

This dynamic reflects wider trends in UK
inequality. The Resolution Foundation has
shown that wealth inequality has widened
sharply since the 2008 financial crisis, with
younger cohorts farless likely to own property
oraccumulate savings than previous
generations. [/] Far from being progressive,
the current systemrisks lockingin
disadvantage.


https://www.resolutionfoundation.org/publications/the-generation-of-wealth-asset-accumulation-across-and-within-cohorts

Real life experiences

“| feel shackled to an insurmountable sum of money that | will never pay off. It's a tax on ambition and
the working class. Between my partner and | we pay off student loans equivalent to what my parents

paid on a mortgage when they were our age. | recently got a pay rise. | want to start a family but now
my inflation rate is higher than before. How am | meant to start a family and set up a future for my
children while repaying what | was told to do to get ahead in life?”

“ am from a working class immigrant background and would have been eligible for a full grant had |
gone to university one year earlier. Now | have started my adult life with huge amounts of debt that |
have no way of paying off.”

“The real pain comes from comparing my experience, as a young person from a low income family,
with that of friends from middle and high income families. | am still paying the price for those
opportunities whilst my peers left university debt free.”

“The interest is unfair and outrageously high so knowing I’ll be in debt for life feels crippling. | don't
mind paying back the loan but the interest is unfair and adds another tax to poor people whose
parents don’t pay the fees, further widening the wealth gap.”

“My student loan is at £113k in total. This is something | will never be able to afford to pay back. As

someone from a low income household | took out more money to pay for living as | needed it. This
means my loan is so much more than students from well off families. Student loans unfairly impact
those from the working class for life.”

STUDENT LOANS: THE NEW MIS-SELLING SCANDAL
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No Choice but Debt:
The Public Sector

Penalty

"My student loan is almost £500 a month. I'm a teacher working in
a comprehensive school and | will need to pay back around 3
times the cost of my degree over the next 23 years, to do a job
where my degree is a necessity.”

Formany graduates, student debtisnot the
price of personal advancement but the cost of
doing essential public service work. Nurses,
doctors, teachers, social workers and
paramedics describe their studentloans as a
penalty forchoosing careers society depends
on.

Across these professions, graduatesreport
the same pattern, despite years of regular
repayments, their balances continue torise.
Degrees are not optionalin many of these
roles. Without them, people cannot practise at
all. Yet the system treats this training as a

personal luxury rather than a public investment.

One graduate explained that although their
degree was essential for their job, watching
their debt grow has left them feeling
‘demoralised and trapped”.

Thisinjusticeis intensified by the wider
pressures on public sectorworkers. Real-
terms pay remains below 2010 levels, [8] while
workload and staff shortagesinthe NHS and
schools have reached crisis level.

Some report turning down overtime or extra

shifts because the marginal pay is eroded by
taxandloanrepayments combined.
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Doctors and GPs describe this as a perverse
incentive when the NHS urgently needs
capacity. Teachers and nurses describe taking
secondjobs just to cover basic costs, despite
working full time inroles requiring years of
training. This directly undermines morale and
retention.

Thereis also deep inequality within
workplaces. Staff who trained before tuition
feesrose will often take home more pay than
colleagues doing the same job but repaying
loans. Graduates describe mentoring debt-
free colleagues while losing hundreds of
pounds each month themselves, creating
resentment and a sense of being punished for
entering essential professions later.

Theresultis a system that discourages public
service. Some are considering leaving the UK
or switching sectors because the burden feels
unsustainable. Others describe paying twice,
once through theirlabour and again through
rising interest on their education. When
graduates describe repaymentsasa“9
percent taxfor serving the NHS” or “paying to
be ateacher”, they expose a central
contradiction: a system that financially
penalises those who train to hold public
services together.

1


https://ifs.org.uk/publications/pressures-public-sector-pay

Real life experiences

“I graduated in 2012, and despite making regular student loan repayments ever since, my student loan
balance is now significantly higher than it was when [ first left university. My degree was essential, not
optional. Without a degree, | would not be able to do my job as a social worker.”

“I' am working as a GP and have still only seen my loan increase since | graduated. | am turning down
work because of the large tax burden on the extra work, which makes the intense workload not worth
the take-home pay.”

“I've made repayments from my NHS salary every month since graduation 8 years ago. | owe over
£105,000 student debt and currently pay around £400 a month on repayments.”

“To be a teacher, it was originally necessary to have a degree and postgraduate degree, other key
worker industries require higher education (healthcare professionals such as nurses, doctors, vets, etc).
Why put people into debt and also pay them a wage that often requires a second income to live
comfortably on? These industries hold the country together and are taken for granted. On top of a full
time job | am having to consider finding a second income too.”

“Financially it's a struggle, especially with 2 young children and the high increase in the cost of living. |

had no choice but to do a degree to work in my field (nursing). It feels like you have no choice but to
put yourself into extensive financial debt to do a job you love and are passionate about.”

STUDENT LOANS: THE NEW MIS-SELLING SCANDAL 12



When Debt Meets the
Cost of Living Crisis

“I'm struggling financially with the cost of living and on top of
paying for NI, tax and a student loan, it has been really difficult to
pay for all my bills. Every month | struggle to keep any money
after my expenses.”

Across the dataset, graduates describe
student loanrepayments as a fixed monthly
drain that turns already stretched budgetsinto
astruggle to meet basic needs. Respondents
are not describing discretionary cutbacks, but
running out of food, falling behind on bills, and
feeling that financial stability is unattainable
evenwhen they are working and progressing in
their careers. The combination of rising prices,
stagnant real take-home pay, andloan
balances that grow throughinterest creates a
distinct form of financial pessimism, where
effort does not translate into security.

The testimonies show that the cost of living
crisisis experienced not only as higher prices,
but as a structural squeeze on basic resilience.
Graduatesreport being left “in distress and no
funds forfood” and “broke all the time despite
beinginadecently payingjob”, because
studentloan deductions sit ontop of income
tax and National Insurance while housing,
childcare, transport and energy costs continue
torise. For parents, this pressure is sharper still,
with repayments directly competing with
nursery fees, petroland foodin household
budgets.

In parallel, private rents have continued torise,
with official ONS measures showing
persistently high annual growth through 2024
and 2025, adding particular pressure for
younger adults and early career graduates who
are more likely torent. [9]
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This pressure s intensified by the design of the
repayment systemitself. Repayments are
deducted automatically once earnings pass
therelevant threshold, at 9% above that level
forPlan 2loans. Graduates with postgraduate
loans face an additional 6% repayment rate on
top of this, meaning some borrowers lose 15%
of income above the threshold before taxand
National Insurance are even considered. [10] As
aresult, nominal pay risesintended to offset
higher living costs can trigger higher
deductions, even whenrealincomes are not
improving.

Interest continues to accrue throughout, and
formany borrowers the interest rate exceeds
what they are able torepay, meaning balances
rise despite regular payments. Policy decisions
onrepayment thresholds have further
increased exposure, withrecent freezes likely
to pulllower and middle incomes more deeply
into repayment during a period of sustained
household strain. [11]

Thisis not a story of individual financial
mismanagement. Itis evidence of arepayment
mechanism that, during a prolonged
affordability crisis, operates as an additional
monthly levy on basic living standards. The
consistent outcome described by graduatesis
reduced capacity to absorb shocks, delayed
life decisions, and a persistent sense of being
trapped by debt.

13


https://www.ons.gov.uk/economy/inflationandpriceindices/bulletins/privaterentandhousepricesuk/december2025
https://www.economist.com/britain/2025/12/03/pity-the-avocados
https://www.theguardian.com/money/2025/nov/27/freeze-uk-student-loan-repayment-threshold-nus-warning

Real life experiences

“l am a physically disabled graduate. When [ left university, | was told | would be financially better off
on benefits. However, | really want to try to have a career for my physical/mental health and to
contribute back to society. Crippling loan payments on exponential interest that will follow me for the
majority of my working life are making it harder to stay in the world of work. | receive less in salary than
if | were on the benefits | am eligible for and the effective tax margin has me making tough choices
about salary and career progression. It also means | am unable to afford the equipment | need to
access the world, such as saving up for disability aids not available on the NHS to help me access life
beyond my house. | want to pay my loan. | also want a fair chance to actually repay it back.”

“ have no issue paying the loan back but the interest rate and retrospective interest changes,
alongside the general cost of living struggles make it feel like that will never be achievable, and has
delayed life milestones (like getting married, buying a family, etc.). It's hard to stomach when the
actual value of my loan is not decreasing.”

“I am broke all the time despite being in a decently paying job. A quarter of my pay packet goes to
paying off my student loan, and with the cost of living and rent, | am stuck. | took a postgraduate loan
as it was the only way to progress in the field | work in, so | feel | had no choice.

STUDENT LOANS: THE NEW MIS-SELLING SCANDAL 14



Student Debtand
the Housing Trap

“It has limited the mortgage we were able to apply for, which you
are told the opposite when you take out the student loan.”

Many graduates describe student loan
repayments as a direct barrier to getting on the
housing ladder. Many were told theirloan
would not affect their ability to get a
mortgage, yet in practice monthly deductions
reduce disposable income and lower what
lenders are willing to offer. Some report being
rejected outright, while others are pushed
onto higher-interest mortgages because they
fail affordability checks for cheaper products.

Studentloans also undermine the ability to
save foradepositinthe first place.
Respondentsrepeatedly note that monthly
studentloanrepayments are exactly what they
would otherwise be puttinginto a Lifetime ISA
orhouse savings.

Real life experiences

Instead, that money goes towards a balance
that often does not fall because interest

outpacesrepayments, creating a double bind:

harderto save, and harder to borrow.

These experiences sit within a wider housing
crisis. Private rents have continued torise
sharply, especially foryounger adults and at
the same time, average first-time buyer
deposits remain historically high relative to
earnings, making access to home ownership
increasingly dependent on family support. [12]
In this context, student loanrepayments
operate as an additional structural drag on
housing access, widening the gap between
graduates with parental help and those
without, and delaying or denying stability
altogether.

“When | was buying a house my bank initially offered me a mortgage and hadn't factored in my

student loan repayments. When they did, they rejected me. | earn less than every other member of

my team because they went to university before the loans came in, despite me doing the same job

and with the same experience. People who | went to university with could pay the fees outright,
they've paid around £30,000 whilst my debt is now at £93,000 due to interest accumulating.”

“Despite paying hundreds of pounds every month, my loan is bigger than when | took it. It is being

considered when applying for a mortgage. It is absolutely disheartening and | would think twice

before making that decision again.”

“I have paid over £300 a month since | graduated and | barely pay off the interest. In a world where

everything is getting relatively more expensive, that £300 is almost exactly the amount | could be

adding to a lifetime ISA and get on the housing ladder.”

STUDENT LOANS: THE NEW MIS-SELLING SCANDAL
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https://www.resolutionfoundation.org/publications/wealth-gap/

ow Student Loans
re Damaging
ental Health

“| feel exceptionally stressed and worried about my student loan.
It keeps me awake at night regularly. | am just absolutely
gobsmacked that the interest rate is even allowed. It is exploiting
the younger population.”

Graduates consistently describe student loan
debt as a source of chronic anxiety rather than
aneutral financial obligation. The defining
featureis not simply the size of repayments,
but the sense of losing control: balancesrise
even while payments are made, deductions
feelunavoidable, and many avoid checking

their statements altogether because of stress.

This creates a cycle of worry about the future,
withrespondents describing sleeplessness,
fearabout lifetime earnings, and distress at
watching debt grow despite “doing the right
thing” by working and repaying.

Real life experiences

This pattern aligns with wider evidence on debt
and mental health. The Money and Mental
Health Policy Institute has found that peoplein
problem debt are three times more likely to
experience mental health problems than those
without debt, and that persistent, hard-to-
reduce debtis particularly damaging to
wellbeing. [13].

For graduates, studentloans compound these
pressures because they behave unlike
conventional debt: they are long-term,
income-linked, and oftenincreaseinreal
terms. Theresultis a psychological burden that
stretches farbeyond monthly budgets.

“That extra money makes or breaks how much | have left at the end of the month. It is totally unfair how
we've been scammed into paying something that is against us and we will never be able to pay off. The
mental stress my student finance payments give me in this cost of living crisis is making me ill.”

“The debt is ballooning and it makes me anxious - it will continue to impact my earnings for the majority
of my career.”

“| feel really stressed that a figure is going out of my wages every month that is higher than | was told it

would be, and not only is it not reducing the debt but the debt is increasing at an alarming rate. | avoid
looking at the number because I'm so stressed about how fast it is increasing.

STUDENT LOANS: THE NEW MIS-SELLING SCANDAL 16


https://www.moneyandmentalhealth.org/money-and-mental-health-facts/
https://www.moneyandmentalhealth.org/money-and-mental-health-facts/

The Growing Debt
Trap

“I have been repaying my student loan for 4 years now. In that
time, the interest added to my loan is an astonishing £20,000."”

Across the survey, graduates describe a Interest accrues from the moment loans are
systeminwhichrepayment does not mean taken out, often before graduates earn
reduction. Many report that, despite payingfor enoughtorepay, and formany borrowers the
years, their balance is higher than when they interest added each year exceeds what they
left university. The defining feature of this manage to pay back. The resultis a “treadmill”
experience is not simply high monthly effect: working, repaying, and yet watching
deductions, but the sense that the debtis the totalrise.
structurally designed to grow faster thanit can
be cleared.

Reallife experiences

“I don’t mind paying back my loan. Truthfully | feel we borrowed and now we pay back, but these
fluctuating rates are a debt trap. | can’t believe we have a system that raises interest as you earn more. It is
a race to the bottom policy where students from working to middle classes are stuck in a cycle of never
ending debt. The other thing is, where is all of that interest going? Who is benefitting? There is no
transparency.”

“I went to university in 2012, the first year fees jumped from £3,000 to £9,000. | did it for four years. That
meant about £36,000 in tuition plus £11,000 in maintenance loans. Total borrowed was £47,000. If I'd gone
one year earlier? Same course, same uni, same degree. The total would have been about £23,000. A
£24,000 difference just for being born one year later. Fast forward to now: I've already paid back almost
£30,000. | still owe £56,458. Because Plan 2 student loans charge 6-8% interest. At my income, | don’t get
any of the famous “it gets written off” protection. | will fully repay it long before that. I'm effectively on a
high-interest loan, not a tax. If | do nothing, I'll end up paying about £140,000 for a £47k loan. All because
of timing.”

“It seems as though I'm in a never-ending cycle of debt. | have been working for 8 years continuously and
still can't see a significant change in the amount owed.”
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Summary

Thisreport exposes how changes buriedinthe 2025 Budget, including
freezing student loan repayment thresholds and maintaining high
interestrates, have turned England’s student loan systeminto what
many graduates now describe as amis-selling scandal.

Drawing on survey evidence fromover 3,000 people, it shows how
studentloans are worsening the cost of living crisis, delaying
parenthood, blocking access to housing, damaging mental health, and
entrenchinginequality, particularly forwomen, disabled people, public
sectorworkers and those from working-class backgrounds.

Despite the Chancellor claiming the systemis “fairand reasonable”,
8/% of graduates disagree, and 84% say fairer student loan policies
wouldinfluence how theyvote. [14]

What youcando:

If you agree that this system must change, sign the petition callingon
RachelReevesto scrap interest on student loans andraise repayment
thresholds, and email your MP to demand urgent action.

If youwould like to know more about thisresearch orto getinvolved
with our campaign, please contact Roxana Khan-Williams at
roxana@organise.network
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https://the.organise.network/surveys/2981/results/public
https://the.organise.network/campaigns/rachel-reeves-stop-the-student-debt-trap
https://the.organise.network/campaigns/email-your-mp-make-the-student-loan-system-fairer
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