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Introduction 
 
The evidence to the Finance Committee provided in this paper is divided into three 
sections: 
 

 a description of the role of the Scottish Further and Higher Education 
Funding Council (SFC); 

 A summary of the financial context and of the funding arrangements which 
are in place for academic year (1 August to 31 July) 2011-12 and, in the 
absence as yet of information about forward year budgets, a brief description 
of proposals for the charging of fees to students from the rest of the UK; and 

 some examples which illustrate the breadth of contribution made by SFC 
funding to the delivery of the Government‟s strategic objectives. 

Role of SFC 
 
The SFC was established by the Further and Higher Education (Scotland ) Act 2005.  
Section three of that Act states that the Council‟s general duty is 
 
“to exercise its functions for the purposes of securing the – 
 

a. coherent provision by the fundable bodies (as a whole) of a high quality of 
fundable further education and fundable higher education; and 

 
b. undertaking of research among the fundable bodies”. 

 
The SFC undertakes this function principally through the distribution of resources to the 
fundable bodies - Scotland‟s 19 higher education institutions (HEIs) and 41 colleges.  
While allocated resource by financial year, the SFC distributes that resource by 
academic year (1 August–31 July).  In academic year 2011-12, the overall budget for 
universities is £960 million and for colleges £550 million, with a single capital budget, 
covering both sectors, of £90 million. 
 
SFC is an NDPB and is an intermediary body operating between the Scottish 
Government and Scotland‟s universities and colleges, which are themselves 
autonomous bodies with their own governance arrangements.  SFC is not the only 
source of funding for these bodies.  For colleges, typically, SFC funding comprises 
around 73% of their total resources, with much of the remainder coming from 



commercial sources and from fees from overseas students.  There is a much bigger 
range of non-SFC funding in the university sector.  As with colleges, significant sources 
of income include commercial activity and overseas students but of particular 
significance, especially to certain institutions, is the income they gain from their 
research activities, whether from the UK Research Councils, the major (particularly 
medical) charities or from business. 
 
SFC acts under guidance from Scottish Ministers in exercising its statutory role and can 
and does have an influence over the activities of the fundable bodies in a number of 
ways. 
 
Thus in its corporate plan, it identifies 7 key areas in which it will seek to achieve 
outcomes: 
 

 Employability and skills; 

 Access, inclusion and progression; 

 Knowledge exchange; 

 Specialism and diversity; 

 Collaboration; 

 World-class research; and 

 Effective colleges and universities. 

The corporate plan is closely aligned with the National Performance Framework and 
throughout identifies the partners with which SFC works in order to achieve its 
objectives. 
 
The financial context and future funding arrangements 
 
The overall financial position is well known and is fully described in Scotland’s spending 
plans and draft budget 2011-121, and more recently in Scotland’s public finances – 
addressing the challenges2. In the letter from the Cabinet Secretary for Finance and 
Sustainable Growth of 24 January 2011 to the Finance Committee, he set out illustrative 
budget figures for the period 2012-13 to 2014-15.  This showed no change over the 
period in the annual recurrent cash sum available to the SFC - £1,479 million per 
annum. 
 

                                            
1  Scottish Government, November 2010 

2  Audit Scotland, August 2011 



However, in his letter the Cabinet Secretary emphasised that the figures did “not 
represent the results of final decisions taken by the Scottish Government”.  And he also 
stated that the illustrative figures would have to be re-visited and that they would 
inevitably change because of the severity of the future budget and cost challenges.  We 
are therefore very conscious of the statement in Audit Scotland‟s recent report that 
“overall, the Scottish public sector is facing significant budget cuts and these are in line 
with previous worst case scenarios forecast by independent commentators”. 
 
SFC announced its grants to colleges and universities for AY 2011-12 on 18 March 
2011.  This followed the announcement of indicative grants in December 2010.  There 
was an overall reduction for each college of around 10%.  On student numbers, for the 
current academic year our expectation, based upon an agreement between the college 
sector and the Scottish Government, is that the sector as a whole will maintain student 
numbers at last year‟s level (modified to reflect the changes in school-college provision).  
 
On top of those numbers, however, and following the December indicative 
announcement, the Scottish Government provided additional £8 million for extra college 
places for academic year 2011-12 and an additional £15 million for student support 
across academic years 2010-11 and 2011-12. 
 
For HEIs there was a similar overall reduction of around 10% for all institutions. Similar 
to the position with colleges, we are expecting HEIs to achieve the same number of 
students as they did in the previous year by taking on additional students on a „fees-
only‟ basis.  
 
The Scottish Government is consulting on the proposed deregulation of higher 
education fees charged to students from the rest of the UK (RUK).  Scottish HEIs will be 
able to set their own fees for RUK students who enter the Scottish system from 
academic year 2012-13 and the Scottish Government has indicated that this 
arrangement will be formalised by legislation which will cap the fee that HEIs can 
charge at £9000 per annum.  SFC will no longer fund RUK students and this will „free-
up‟ resources in the first year (i.e. in academic year 2012-13) of around £25 million, 
eventually rising to £85 million, once the new fee regime applies to all years of study.  
The Cabinet Secretary has asked SFC to “ensure that the additional revenue is 
distributed fairly” and “that the additional income generated helps the whole of the 
sector.”   
 
Preventative investment and economic growth 
 
The Committee, in considering the wider budget position, will wish to be aware of the 
contribution that the SFC‟s budget makes to the delivery of the Scottish Government‟s 
strategic objectives. The following sections therefore describe selected examples of 
current and planned developments which will:  
 

 contribute to the prevention of future societal problems; or 



 support Scotland‟s economic recovery and growth. 

Knowledge Exchange  
 
The SFC allocates Knowledge Exchange funding to help ensure the exploitation of the 
world-leading and internationally excellent research undertaken in Scottish HEIs. In the 
last year the SFC has made several important investments. 
 
The Innovation Voucher Scheme that aids first links between Scottish HEIs and small to 
medium sized enterprises (SMEs) has been boosted with additional SFC funding.  The 
Scheme is run by Interface, an SFC-supported organisation that serves as a central 
point of access for industry and commercial organisations to the knowledge, expertise, 
services and facilities available from Scottish HEIs and Research Institutes.  The 
Innovation Voucher Scheme has attracted the interest of hundreds of SMEs, many in 
sectors central to the development of the Scottish economy.  
 
The SFC has been instrumental in helping establish the Scottish Universities Industry 
Innovation Network for Food and Drink, a partnership of 17 Scottish HEIs which will 
work to meet the research and innovation needs of Scottish food and drink companies. 
Working in partnership with businesses and their supporting trade sectors, academics 
from multiple disciplines will deliver a range of knowledge exchange projects in areas 
including food science, supply chain development, waste management, packaging 
design and marketing for the benefit of industry. Scotland‟s food and drink industry is a 
key sector of Scotland‟s economy, generating over £9.5 billion each year, and 
employing over 360,000 people. The Scottish Government identified the food and drink 
industry in its Economic Strategy, as one of the key industrial sectors to drive future 
economic growth. 
 
The SFC has invested in the Scottish Centre for Carbon Storage (SCCS), which will 
allow the Centre to expand its research and development work in low carbon energy 
technology and then support the use of this technology in an industrial context.  SCCS, 
a partnership between the University of Edinburgh, Heriot-Watt University and the 
British Geological Survey, will use the funding to carry out more research into carbon 
capture and storage technology and create more links with businesses and government.  
In doing so, it will create jobs in business development, research, policy, project 
management, and technical support.  Carbon capture and storage is a process that 
involves trapping the carbon dioxide (CO2) formed when fossil fuels are burned and 
stopping it from being released into the atmosphere. The CO2 is then transported deep 
underground for storage in porous rocks. Scotland‟s climate change targets are to 
reduce CO2 emissions by 42 per cent from 1990 levels by 2020, and 80 per cent by 
2050. The use of carbon capture and storage technology can help to achieve these 
targets if used in large scale industry, such as power stations. Scotland has the 
potential to take a leading role in the development and commercialisation of carbon 
capture and storage technology, and exploit the storage capacity in rocks buried 
beneath the North Sea - 47 per cent of potential European CO2 storage lies beneath 
Scottish waters. 



In health, the SFC has funded the Scottish School of Public Health Research, which 
combines the research expertise of the Universities of Edinburgh, Aberdeen, Dundee, 
St Andrews and Glasgow, to investigate key issues that have an impact on the health of 
people in Scotland, including alcohol abuse, smoking, and obesity. The research will 
focus on gaining a better understanding of: why people take up smoking and drinking; 
drinking cultures and the acceptability of heavy drinking; and effective ways to intervene 
and raise awareness of the chronic health problems caused by smoking, drinking, and 
eating to excess. The Scottish School of Public Health Research will work with frontline 
healthcare providers including NHS boards and practitioners, and public health officers 
and organisations, who will input at the early stages to define the research. The results 
of the research will be used by healthcare providers to inform better patient care and 
practice, plan public health campaigns to help Scotland‟s population live longer and 
healthier lives, and reduce healthcare costs in the long-term. 
 
Sectoral skills development  
 
SFC and Skills Development Scotland (SDS) produced, in 2010, an energy skills 
investment plan which identified retraining and provision gaps across the college and 
university sectors, as well as the need to focus Modern Apprenticeship training.  Since 
then SFC and SDS have supported jointly the College Energy Skills Partnership (ESP), 
which will be made up of geographic clusters of colleges under each of the main 
sub-sectors (Oil and Gas, renewables, carbon capture and storage, etc).  In addition, 
the College ESP is working with the Energy Technology Partnership (led by the 
University of Strathclyde), with a view to establishing an FE/HE/SDS skills forum. 
 
Access & Inclusion  
 
Investment in access is part of a strategy to contribute to tackling the significant 
inequalities in Scottish society. It is about ensuring that all sections of our society are 
better educated and skilled to make the greatest economic contribution. Investment in 
access also has significant public value benefits in terms of individual and community 
health and well-being, life chances and cohesion. 
  
SFC investment includes support to raise the aspiration and progression of those school 
pupils in deprived areas to stay-on at school and progress to higher education. It 
involves support to vulnerable groups of young people, including the MCMC group and 
those who are or were looked after, along with those furthest from the labour market.  It 
supports people from deprived areas to get to and stay at university and it includes fair 
access for our brightest school pupils from our most disadvantaged areas accessing our 
most selective HEIs.  
  
Employability  
 
„Employability‟ refers to a set of skills and attributes which college and university 
graduates need to be successful in the workplace.  SFC has funded a four-year 



strategic programme to embed employability across Scotland's universities and 
colleges, ensuring that all graduates have the chance to gain these skills and attributes. 
  
The focus in this area for SFC‟s strategic funds is on support for enterprise and 
entrepreneurship among students via the Scottish Institute for Enterprise.  The Institute 
has the aim of helping create new businesses and social enterprises, through 
encouraging and developing students into young people with the skills and ambition to 
start their own businesses, which will contribute to Scotland's economic recovery.   
  
The Council is also funding a major programme of work placements, which have been 
designed to test the sustainability of different approaches to work placement in 
universities and colleges.  The aim of all these projects is two-fold: to develop the skills 
and abilities of graduates to enable them to contribute effectively to the businesses in 
which they ultimately gain employment; and to provide access for businesses to new 
knowledge and skills, which will provide new commercial opportunities and support 
economic growth.  
 
 
Scottish Funding Council 
1 September 2010 
 
 


