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How to make the funding of the Scottish Tertiary Education system sustainable. 

 

The tertiary education funding, fees and finance systems in each of the nations of the 
UK are broken. They are broken because they are not socially, economically or 
politically sustainable. This is the case in Scotland as much as it is in the other three 
nations of the UK.  

 

There are two important lessons to be drawn from history about how these problems 
can be addressed successfully and the system made more sustainable.  

 

The first lesson is that cross-party and cross-sector reviews tend to produce well 
supported and sustainable long term solutions. By contrast minority governments or 
governments with small majorities do not produce or implement sustainable long term 
solutions. The second lesson is that any increase in funding needs to be accompanied 
by an offer of something new and additional that will be done in return for changes to 
funding. The rest of this talk spells out these observations and arguments in more 
detail. 

 

So, to begin with what makes the current arrangements unsustainable.  

 

Firstly, the current arrangements for tertiary education funding are not socially 
sustainable because they rely on at least seven separate systems of finance which 
produce very unequal annual budget settlements which in turn produce regressive 
consequences for adult learners, apprentices and further education students. 

 

The seven main systems of funding are as follows. (1) Higher education for domestic 
undergraduate students which is funded by a mix of direct grant and maintenance loans 
for students. (2) Higher education for domestic postgraduate students which is funded 
by a mix of tuition fee loans, self financing and support from sponsors. (3) Higher 
education for international students which is funded through higher fees charged to 
individual students or their sponsors. (4) Further education which is funded by direct 
grants, educational maintenance allowances and limited ear marked funds for the care 



and living costs of students. (5) Apprenticeships which are funded through the 
apprenticeship levy. (6) Adult education through a mix of grants to leaners on low 
income as well as funds from local authorities and charities. (7) School sixth forms are 
funded on the basis of national formulae and local council decisions about allocations. 

 

Regrettably only two of the seven sources of funding provide sufficient money to cover 
the current costs of all activity in Scotland. This is the funding for school sixth forms and 
for international higher education students.  

 

For the last six years the Scottish Government has increased per school pupil and early 
years funding and it is now 20% higher than in England (IFS, 2025). This follows the logic 
of the Novel Laurette James Heckman’s article observation that the economic returns 
on investment on all young people outweigh the returns from the investments in later 
years. 

 

For the other groups of learners, who are not at school or bringing with them their own 
funds, the real value of funding per learner has declined which has led directly to 
reductions in staff and learner numbers in an uneven manner and in ways that are 
poorly aligned with the needs of  communities and employers in Scotland. This is 
unsustainable because it will lead to longer term skill shortages and higher numbers of 
people who are economically inactive, NEET or unemployed Fraser of Allander Institute, 
2024). 

 

Secondly, the current arrangements are economically unsustainable because the 
promised benefits of increased investment in higher education leading to 
improvements in productivity and economic growth have not materialised. Productivity 
in Scotland has increased at 1% per annum since the financial crisis in 2008 which is 
higher than the U.K. average of 0.4% and the EU rate of 0.8%, but half the equivalent 
rate in the USA and considerably lower than many competitor nations (Scottish 
Government, 2024). Despite the increase in productivity economic growth has 
remained low at 0.5% per annum in recent years (ibid). Now this may be because 
Scotland has been fighting significant economic head winds (e.g., Artificial Intelligence, 
BREXIT, Climate change, Demographic shifts, Epidemics and Inflation) and in the 
absence of these pressures economic growth may have been greater. However, when 
other nearby countries with less expensive higher education systems and a broader 
range of tertiary education and training alternatives for adults can produce significantly 



higher per capita productivity and economic growth we need to at least question the 
current Scottish system.  

 

Thirdly, the current arrangements are politically unsustainable because in all the 
nations of the UK the different systems favour middle class boys and men at the 
expense of other groups in society, most notably women and people in lower paid 
occupations or from economically disadvantaged backgrounds. This is the case in 
Scotland where the social profile of higher education students has remained stubbornly 
middle class with the SFC reporting widening participation improvements having stalled 
and the Social Mobility Commission reporting declining evidence of intergenerational 
meritocratic advancement. In my view, sooner or later the preferential treatment of 
middle class higher education students will become the focus of political attention by 
populist parties that can mobilise non-graduates and disillusioned graduates to gain 
electoral advantage. We only have to look to the USA to see how a disgruntled 
electorate with populist political leaders can attack the financial base of universities 
and make this a wedge issue. In Scotland we only have to look at the latest electoral 
polling for signs of this change (Survation, 2025). 

 

There are no easy answers to addressing the failings of the current tertiary education 
systems in the UK. Funding could be more equally allocated between the sub-sectors of 
adult education, apprenticeships, further education, sixth forms and universities as has 
been suggested by the IFS. Tighter controls on cost through shared services could be 
introduced or tighter student number controls could be adopted as being explored by 
UniversitiesUK . The pensions available to staff could be curtailed as has been 
advocated by HEPI. There might even be more effective unitary national and regional 
tertiary education systems financed locally and overseen by regional mayoral 
authorities as advocated by the Association of Colleges and SKOPE at the University of 
Oxford. Change might even involve the adoption of a more stratified system of the type 
seen in many other developed nation states with a financial distinction between 
research universities and applied science or technological universities. Whatever the 
solution there needs to be a clear story about the benefits for the electorate and the 
parties in power who represent them. In short, there needs to be a give from institutions 
to go with the get of any change in funding from government. 

 

Whatever the approach is going to be, the most important thing to consider is what 

would be the additional benefits of the proposed approach and how should these 
proposals be developed. To do these things effectively will require a formal strategic 



review involving a range of stakeholders and representatives from the main political 
parties.  

 

To date across the U.K. the lesson of history is that higher education funding and 
finance systems are most commonly changed in a sustainable way by cross party 
working. Whether it is the reviews of Anderson (1960), Robbins (1963), Dearing (1997), 
Browne (2011) or Diamond (2016), all relied on cross party working and agreement 
because election outcomes could not be reliably predicted and coalitions or minority 
governments were a distinct possibility on the other side of an upcoming general 
election. The exception, and it is an exception which perhaps proves the rule, is Sir 
Andrew’s review in (1999). 

 

Changing tertiary education funding and the associated student fees and finance is not 
a vote winner,  unless you have money to give away. In the current environment it seems 
unlikely that any government is going to find a way to make reform anything more than a 
negative sum game. In these circumstances a cross party review spreads the political 
risk. Where this hasn’t happened Government’s have come close to losing on votes to 
implement the changes, e.g. Tony Blair’s Labour Government increase in fees in 2004, 
or they have lost the initiative to other events, e.g. Theresa May’s sponsored Augar 
Review in 2019. 

 

If I were advising any Scottish Government minister or opposition spokesperson on the 
shape of tertiary education funding in Scotland in the wake of the May 2026 Scottish 
Parliament elections I would suggest that they start now by establishing an independent 
review to report on the eve of the election campaigning period to inform manifestos and 
subsequent coalition agreements. I would further recommend the review is cross party 
and cross sector. 

 

To conclude and to reiterate, the lesson from history across the U.K. is that there is a 
need for a cross party and cross sector review of tertiary education funding in each 
country of the U.K. but most importantly for today in Scotland. This needs to be 
completed before the 2026 Scottish Parliament elections. Not to take this step will 
create much larger longer term problems. 
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