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Expression of interest (EOI)

Title: Projection of graduate earnings paths
Project reference: DFERPPU 2018043
Deadline for expressions of interest: 5pm, Friday 7 September 2018
Summary
Expressions of interest are sought for an analysis project: ‘Understanding the drivers of historic graduate earnings, their evolution through the working lifetime, and forecasting future graduate earnings’. 
[bookmark: _GoBack]This expression of interest was posted on 15 August 2018.
Background
The Department for Education (‘DfE’) has commenced a programme to sell the English Pre-Browne (‘Plan 1’)[footnoteRef:1] Income Contingent Repayment (“ICR”) loan book. These loans were made available to students on university or college higher education courses between September 1998 and September 2012, after which they were replaced (in England and Wales only) with Post-Browne ICR loans. [1:  Loans repayable annually calculated as a repayment rate (9%) multiplied by earnings above a repayment threshold. Further information can be found at https://www.slc.co.uk.
] 

UK Government Investments (‘UKGI’) is leading the sale programme on behalf of DfE, with modelling expertise and advice provided by the Government Actuary’s Department (‘GAD’). DfE launched the sale of the first tranche of the ICR loan book (‘Sale 1’) in February 2017, which completed in December 2017. 
A forecast model for Plan 1 loans, the Transition based Earnings & Repayment Model (‘TERM’), has been developed to support the sale programme. TERM is based on a Markov transition model and projects Plan 1 borrower earnings and repayments on an annual basis. In order to support policy making in higher education, DfE has also developed a student loan repayment model and regularly publishes student loan forecasts.[footnoteRef:2] [2:  The latest versions of these documents are publicly available at: https://www.gov.uk/government/publications/simplified-student-loan-repayment-model and https://www.gov.uk/government/statistics/student-loan-forecasts-england-2017-to-2018. ] 

DfE and UKGI are keen to explore additional avenues that can deepen our understanding and ability to project borrower earnings. 
Evaluation aims
The objective of this research is to explore whether there are innovative methodologies (including statistical, data analytic techniques etc.) that could potentially enhance and/or complement current modelling of earnings and repayment trends of graduate that have an outstanding ICR student loan. 
The aims of this project can be split into three segments:
Assessment of Modelling Approach(es)
1. A high-level consideration of the potential benefits and limitations of data analytics and modelling methodologies (one or more) that could be used to analyse:
a. the drivers of graduate borrowers’ earnings paths, and 
b. project them into the future.
Factor Identification 
2. An assessment of the key factors driving earnings paths of student loan borrowers, and graduates more widely, at a sub-group/individual level, setting out:
a. What these factors are.
b. Their relative importance.
c. How they interact.
d. How these features are expected to evolve over the working lifetime:
i. with increasing age,
ii. with increasing number of years since graduation, and
iii. with economic factors.
Projections of Earnings Paths and Modelling Accuracy
3. Building on point 2 above, develop and deliver a model and set out:
a. Projections of earnings paths, including types of paths or flows, that vary in line with the key factors identified.
b. An assessment of accuracy and robustness[footnoteRef:3] of these projections of earnings paths, with the aim of looking to reduce the forecast error of individual’s modelled earnings paths and repayment profiles.  [3:  By applying the principles of RIGOUR (repeatable, independent, grounded in reality, objective, uncertainty-managed, and robust) as defined in The Aqua Book (https://www.statisticsauthority.gov.uk/wp-content/uploads/2016/11/Aqua-Book.pdf)] 

c. An assessment of how adaptable the approach is to changes in scope, for example:
i. different cohorts of borrowers,
ii. all borrowers regardless of whether they have an outstanding loan,
iii. all graduates, and
iv. all taxpayers.
Methodology
The winning bidder is expected to work in collaboration with DfE, UKGI, GAD and any of their advisors, as relevant.
Data
This analysis is expected to be primarily based on historic, individual level, data on Plan 1 loan borrowers and a sample of UK taxpayer data. Additional macro-economic data compiled by the Office of National Statistics (ONS) and Office for Budget Responsibility will be made available.
The data expected to be made available is set out below:
1. ICR student loan information on approximately 4 million borrowers, consisting of:
a. Approximately 16 million annual loans.
b. Graduate earnings and repayment data covering the period from financial year 2002/3 to 2015/16 for each borrower issued Plan 1 loans between 1998 and 2012.
c. Characteristic information such as age, statutory repayment due date (SRDD), gender, university, university ranking, course, course length, qualification, region of residence etc. per loan or borrower as appropriate.
2. Earnings data for a sample of 10% of all UK taxpayers, and on all Plan 1 borrowers, covering financial years 2005/6 to 2015/16.
3. Earnings and repayment data on a sample of borrowers who had taken out older mortgage style loans (‘MSL’)[footnoteRef:4] in the 1990s–covering the period 2004/5 to 2013/14. [4:  Loans repayable over a fixed number of instalments, irrespective of the amount outstanding; issued before September 1998.] 

Additionally, the winning bidder is expected to use synthesis of publicly available data and published research to provide insight into unexplained trends observed in the data.
If it is considered appropriate, we will reserve the right to initially provide the contractor a sub-set of the data to expand on the approaches to analysing the data and modelling earnings paths (the first output, as set out below) they will have set out in their tender for the contract, before providing them with the full suite of data to produce the remaining outputs if viable approaches are identified.
A key selection criterion will be the ability of the winning bidder to securely store and use such data, with responsibility for co-ordinating the data sharing arrangement being with UKGI. The winning bidder will need to satisfy the requirements of the data controllers in terms of how they will ensure the data is stored securely and handled appropriately, and as a minimum demonstrate full compliance with government Cyber Essentials Scheme – https://cyberessentials.ncsc.gov.uk/ and the Government Security Policy Framework – https://www.gov.uk/government/publications/security-policy-framework. A security assessment will need to be undertaken, and passed, as part of the tender application process. In addition, please note data provided should not be processed or stored outside the United Kingdom. 
Deliverables
[bookmark: _Ref513809721]We expect the winning bidder to complete the project within 16 weeks of being awarded the contract. The outputs for this research project will be:
1. [bookmark: _Ref513809699]A report assessing the potential benefits and limitations of employing proposed and alternative data analytic and modelling techniques.
2. A report assessing the historic factors and expected future factors driving earnings paths for graduate borrowers.
3. [bookmark: _Ref513809834]Development and delivery of a model of earnings forecasts, specifically aimed at modelling the earning of Plan 1 borrowers who have an outstanding loan.
4. [bookmark: _Ref515150922]A report providing an assessment of this model. This would cover: 
a. the suitability of the approach when engaging with internal and external stakeholders (such as rating agencies and investors).
b. how adaptable the approach is to changes in scope (such as different groups of borrowers), and 
c. an assessment of the performance of the projections of earnings paths.
Note that a break clause will be used throughout the contract. After delivery of each of the above items if it is deemed that the next stage is unlikely to be achievable and/or be of economic benefit, the contract will be terminated / no further work will be commissioned.
Timing
The Contracting Authority reserves the right to amend the documents and / or timetable under this EoI, any amendments will be reflected in an updated notice or as part of the issuance of the ITT. Changes to any of the dates will be made in accordance with the applicable procurement law. Those invited to the invitation to tender stage will be advised directly through the provided contact information collected as part of the EOI stage.
· EOI issued – 15 August 2018
· Deadline for EOIs – 5pm, Friday 7 September 2018
· Invitation to Tender (ITT) issued – Tuesday 18 September 2018
· Deadline for ITT submission – 5pm, Friday 5 October 2018

Assessment criteria
Expressions of interest will be assessed against the following criteria:
1. Proposed methodological approach / options (35%).
2. Experience in forecasting and proposed techniques (35%).
3. Capacity, including capacity to store and use data securely, and capability to deliver the project in the timescales indicated (30%)


For each criteria described above, EOIs will be judged using the following scale:
	Mark
	Comment

	0
	The section has not been answered or the response is completely unacceptable. 

	10
	Extremely poor response – the EOI has completely missed the point of the question.

	20
	Very poor response and not wholly acceptable. Requires major revision to the proposal to make it acceptable. Only partially answers the requirement, with major deficiencies and little relevant detail proposed.


	40
	Poor response only partially acceptable with deficiencies apparent. Some useful evidence provided but response falls well short of providing full confidence in the approach / solution described. Low probability of success.

	60
	Response is acceptable but remains basic and could have been expanded upon. Response is sufficient but does not inspire. Good probability of success, weaknesses can be readily corrected.

	80
	Good response which describes an approach / solution which provides high levels of assurance consistent with a quality provider. Great probability of success, no significant weaknesses noted.

	100
	Excellent response – comprehensive and useful, demonstrating a detailed understanding of the requirement. High probability of success, no weaknesses noted. 



EOIs submitted must be no more than 1,500 words overall (excluding CVs). CVs of the key individuals expected to perform the analysis and deliver the outputs should be submitted. Please do not include website links or references. Any EOI responses longer than 1,500 words in total (excluding CVs) will be disregarded. Collaborative EOIs are welcome. 
A maximum of four successful applicants will be invited to respond to the shared invitation to tender, followed by an hour long clarification meeting in London (to be organised following submission of invitation to tender).

	Closing date for EOIs: 5pm, Friday 7th September 2018
Send your EOI form to: maria.thorpe@education.gov.uk





How to submit an expressions of interest
You must submit an EOI in order to be considered to be invited to tender. To do so, please complete the NEW EOI Form which can be found under attachments. A submission of an EOI does not guarantee an invitation to tender and the Department does not routinely advise organisations that they have not been successful in being invited to tender. Feedback is however available on request. 
All contracts are let on the basis of the attached Terms and Conditions. You are encouraged to check these before submitting your EOI, as these will form part of your contractual obligations, if you are successful.
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