RSE Briefing - Tertiary Education Funding

Funding Allocations Process

College Funding Allocations

1.

The College Funding Allocations are comprised of three main components: Teaching
funding, Student Support funding, and Capital funding. Indicative Funding Allocations
for colleges are published in March with Final Funding Allocations published in May.

Through the College Final Funding Allocations for AY 2023-24, SFC allocated over
£740 million in funding across these three areas. In AY 2023-24, this funding
contributed to supporting the delivery of 116,502 FTE places at Scotland’s colleges.

An additional £50 million in tuition fee income, primarily from the Student Awards
Agency Scotland (SAAS), supplements the main funding allocations provided by SFC.

The SFC operates a credit model for colleges which establishes a target threshold for
the numbers of hours of learning (credits) to be delivered for the funding they receive.
The college sector delivered 100% against the credit threshold for AY 2023-24.

In the Scottish Government’s plans for reform of the post-school education system,
detailed in the Tertiary Education and Training (Funding and Governance) (Scotland)
Bill, the funding for Further Education (FE) student support will be transferred from SFC
to SAAS.

University Funding Allocations

6.

7.

9.

10.

The University Funding Allocations are comprised of three main components: Teaching
funding (including additional Scottish Government (SG) funded places), Research &
Innovation funding (including Innovation Centres), and Capital funding.!

The Indicative Funding Allocations for Universities are published in March with Final
Funding Allocations published in May.

In the University Final Funding Allocations for AY 2024-25, SFC allocated almost
£1.2 billion in funding to Scottish universities across these three areas.

Teaching is the largest component and includes the Main Teaching Grant, Small
Specialist Institutions Grant, Widening Access & Retention Funding, and the Disabled
Students Premium. Together, these elements total the overall teaching funding
allocated to universities by SFC.

SFC allocates, from its Main Teaching Grant, a number of ‘funded places’ for Scottish-
domiciled / ‘home fee’ students. Excluding additional SG funded places, there were

1 Additional SG funded places is additional ring-fenced funding provided by the Scottish Government for
additional places, most of which are in controlled subjects. This is additional revenue which is not included in
the annual block grant delivered from the Scottish Government to the SFC.
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119,386 Full-Time Equivalent (FTE) funded places allocated for these students in
AY 2024-25. These funded places are profiled across six teaching subject price groups
in recognition that some courses are more expensive to deliver than others.

11. The provision of funded student places is split between a select number of controlled
subjects and non-controlled subjects. The SFC sets intake targets for these controlled
subjects, following SG guidance and engagement with universities. For non-controlled
subjects, universities have freedom to allocate student places for in the way that best
aligns with their broader curriculum.

Tuition Fees

12. SAAS pays the tuition fees for Scottish-domiciled/’home’ students studying an
Undergraduate (UG) degree course, of £1,820 per year.

13. Taught postgraduate students can also access a loan of up to £7,000 for their course.

14. The tuition fees, paid by SAAS, combined with the Main Teaching Grant, allocated by
SFC, forms the total ‘gross’ teaching funding that is allocated to universities for
Scottish-domiciled/home fee students.

15. In AY 2023-24, universities received £900 million for teaching Scottish/home UG
students, consisting of around £200 million in tuition fees from SAAS and £700 million
from the Main Teaching Grant from SFC.2

16. This delivers, on average, £7,610 per student, but with a higher level of funding

delivered for more expensive subjects in the higher price groups. For example, the
most expensive subjects, in Price Groups 1-3, cover a range of subjects including
Medicine, Dentistry, Physics and Civil Engineering, and cost between £17,760 per place
(Price Group 1) to £8,931 per place (Price Group 3).

Research Funding

17.

18.

University research in Scotland is underpinned by two sources of public funding: long-
term block-grant funding from SFC and short-term project-based funding from UK
Research & Innovation (UKRI). This dual mix of funding — termed the ‘dual support
system’ — creates both short-term agility and long-term stability.

The Research Excellence Grant (REG) delivers the majority of SFC’s funding for research
at Scottish universities. This is a flexible source of funding for the sector as decisions on
how it is spent are made by individual institutions. Amongst other things, the REG
allows universities to make long-term investments, hire world-leading talent, explore
nascent research areas, and maintain key facilities and infrastructure, enabling
Scotland’s universities to leverage further funding.

2 Total teaching funding allocated to universities by SFC in AY 2023-24 was £850m. This figure includes funded
places for undergraduate and taught post-graduate courses and additional funding elements such as the Small
Specialist Institution Grant, Widening Access & Retention Funding, Upskilling, the Disabled Students Premium,
and Pensions contributions.
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19.

20.

SFC is the second largest contributor of research income for Scottish universities,
delivering just under a quarter (24%) of the total £1.2 billion in AY 2022-23.

The Indicative University Funding Allocations for AY 2025-26 include a 3.6% increase in
Research & Innovation Funding, with funding rising to £328.5 million. This is comprised
of three main elements: the Research Excellent Grant (REG); the Research
Postgraduate Grant (RPG); and Knowledge Exchange & Innovation Funding (KEIF).

Teaching Provision by Institutions

21.

22.

23.

24.

25.

There is autonomy for colleges and universities to decide which programmes they offer
for students with the funding they receive informed by the historic data on the levels
of enrolment achieved by an institution and ongoing engagement to inform any
revisions to the Funding Allocations for the upcoming AY.

In colleges, this is managed through setting a credit threshold which is used to measure
the number of hours of learning delivered by an institution and the level of this target
is calculated based on historic data of delivery. This is similar to the university sector
with the number of funded places delivered by SFC for ‘home’ UG students based on
the historic data on the levels of enrolment and engagement with institutions.

In delivering our statutory duty to secure coherent provision of high-quality learning,
SFC has a statutory duty to have regard to skills needs and the economy. We do this by
monitoring the delivery of teaching provision by institutions through the Outcome
Framework and Assurance Model (OFAM). This ensure colleges and universities are
supporting the delivery of coherent learning provision which reflects the interests, and
needs, of both students and the regional economy. See section below for more
information on the role of the OFAM.

The Regional Tertiary Pathfinders programme demonstrates SFC’s critical role in
supporting the delivery of coherent provision in partnership with Scotland’s colleges
and universities. The programme, delivered through seven pilot projects, explored
enhanced collaboration between tertiary institutions, employers, and regional
stakeholders, to deliver more coherent educational pathways for learners which better
reflect the skills needs and economic priorities of the regional economy.

The Indicative College Funding Allocations for AY 2025-26, following engagement with
the sector, introduced some changes to the teaching funding model. This provided a
core teaching funding price for colleges based on their latest pattern of activity and an
additional premium rate applied to colleges arranged into groupings based on size and
geography. This responded to calls from the sector to improve the transparency on the
delivery of funding and the provision of activity.

Assurance and Accountability

26.

The Outcomes Framework and Assurance Model (OFAM) forms SFC’s approach to
assurance and accountability. The Outcome Framework sets clear expectations on
what institutions are expected to achieve and deliver for the funding they receive from
the SFC. There are seven outcomes that apply to both colleges and universities with an
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27.

28.

additional two outcomes that apply to universities: research excellence and knowledge
exchange & innovation.

The Assurance Model is the mechanism for SFC to ensure that an institution is meeting
the requirements of the Outcomes Framework. This involves engagement and
monitoring, with SFC’s Outcome Managers team providing a lead contact for a
portfolio of institutions.

The monitoring includes institutions submitting data and information returns to SFC, as
well as case studies and thematic reviews being conducted with colleges and
universities to provide additional understanding and context.

Challenges

Brexit

29.

30.

It has been more challenging for some Scottish universities to fill their funded places
since Britain’s exit from the European Union (EU). Previously, EU students were eligible
for a funded place at Scottish universities and contributed to an institution’s funded
places allocation set by SFC.

SFC has enabled an increase in the number of Scottish-domiciled students securing a
place on a UG degree course through maintaining the number of funded places with a
6% increase in the number of Scottish-domiciled students studying their first UG
degree at university between AY 2018-19 and AY 2022-23.

Covid Pandemic

31.

32.

In response to the 2020 Scottish Qualifications Authority (SQA) results for secondary
school students, SFC provided an additional 1,289 FTE ‘SQA places’ for AY 2020-21, and
an additional 2,500 FTEs for AY 2021-22, to ensure all eligible students with qualifying
grades would be able to access a place on an UG degree at a Scottish university.

The 2020-21 SQA places cohort has now completed their courses and, as planned,
those additional places were removed from the system in AY 2024-25, following
engagement between SFC and universities, in a structured manner. The additional
2021-22 SQA places will be removed in AY 2025-26.

International Student Recruitment

33.

34.

35.

There are numerous strands of funding which contribute to a university’s financial
sustainability with international students forming an important source of revenue. This
revenue cross-subsidies aspects of other activity, including research.

This a volatile income stream for institutions which is impacted by geopolitical and
economic factors, including currency devaluation, which are beyond the control of
institutions, contributing to annual fluctuations in international student numbers.

In January 2024, the UK Government changed the rules for UK Student Visas which
removed the right for international students to bring dependants to live in the UK for
the duration of the student’s visa. The HESA statistics for AY 2023-24 revealed a
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36.

17% reduction in enrolments at Scottish universities from international students for
Post-Graduate Taught (PGT) courses.

SFC has increased engagement with institutions, with universities submitting
supplementary data returns to provide real-time data on the recruitment and
enrolment of international students. This early warning system provides SFC with
better insight of emerging challenges and increased preparedness to respond to
specific issues on the recruitment of international students.

Public Sector Status of Colleges

37.

38.

39.

40.

41.

42.

Scotland’s colleges face challenges related to their public sector status including their
inability to hold significant cash reserves and their limited ability to generate additional
revenue through commercial income.

These issues have become more pressing in recent years due to the challenging
environment for public finances, the increased cost to operate a college campus, and
requirement for colleges to self-fund staff restructuring to reduce their running costs.

The process of pay deals being negotiated through the National Joint Negotiating
Committee makes it difficult for colleges to plan their finances for the year ahead,
although the multi-year pay deal for college support staff and lecturing staff, delivered
in 2022-23, provided colleges with certainty over their pay costs for the duration of the
pay deals.

The Tripartite Alignment Group, involving Scottish Government, SFC and Colleges
Scotland, established in summer 2023, has provided an effective forum for
collaboration to address the challenges facing the college sector.

SFC has taken steps to alleviate the challenges faced by the college sector including
lowering the threshold for the number of credits that colleges are required to deliver
whilst protecting the teaching funds and evolving the funding model to provide greater
planning certainty and reducing exposure to recovery of funds for under-delivery.

There is work underway by the sector to consider additional sources of funding, while
new guidance is being provided to colleges about disposal of assets to provide greater
flexibility.
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