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HIGHER EDUCATION NUMBERS AND 

FUNDING IN SCOTLAND  
Jim Cuthbert and Margaret Cuthbert  

SUMMARY  

This paper analyses data on student numbers and teaching resources, for 
undergraduate students at Higher Education Institutions in Scotland over the 
period 1993-94 to 1998-99, in order to draw conclusions about the 
effectiveness of the funding mechanism in achieving higher education policy. 
Trends in student numbers, and average revenue per student, are analysed by 
subject group and institution: and an algorithm is developed to split the 
change in average revenues into components reflecting different underlying 
factors. The main conclusions drawn are that, while the funding mechanism 
was relatively effective in achieving overall student numbers, there were a 
number of weaknesses. In particular, the policy to encourage certain subjects 
as priority was largely ineffective; the basic funding model does not allow for 
economies of scale; and the observed variations between institutions suggest 
that there were unexplained differences either in quality or efficiency between 
institutions. 

1. INTRODUCTION  

The purpose of this article is to examine: 
�

 the trends in student numbers in higher education institutions (HEIs) 
in Scotland, by subject group and by institution; 

�

 the trends in average revenue per student, analysed again by subject 
group and by institution, and the main factors causing changes in the 
average revenue received. 

                                                           
 Jim Cuthbert is a statistician, and was formerly Chief Statistician in the Scottish 
Office;  Margaret Cuthbert is an economics consultant. 



  

  

�

 what these trends indicate about the effectiveness of government 
policy.  

2. BACKGROUND  

Higher Education Policy 

Policy has developed over the period under study. In 1993, the then 
government gave its aim as:  

In higher education, our main effort will be to consolidate on the basis of 
the remarkable expansion of the sector which has taken place in recent 
years. In all sectors, the key themes will remain improved quality of 
provision, increased opportunity and choice for pupils and students, and 
greater responsiveness and accountability on the part of institutions. 
(Scottish Office 1993) 

In 1995-96, the objective of meeting 'the increasingly diverse demands of 
students, employers, and society as a whole, through more flexible provision' 
was added (Scottish Office 1995). At the same time, the government asked 
SHEFC to use its funding to stimulate part time study. The Dearing 
Committee (1997), and its Scottish component, the Garrick Committee 
(1997), which were set up in 1996, have more recently influenced policy. 
They noted concerns with regard to: 
�

 quality assurance 
�

 the fall in funding per student (by some 40% in twenty years) 
�

 the need for alternative progression routes 
�

 the need for improved collaboration between institutions 

Government policy evolved in the light of these reports and was finally 
summarised in a formal response in 1999. In particular, the government's 
vision for higher education in Scotland, (Government's response to the 
Garrick Report 1999), included:  

�

 equal access for everyone who had the potential to benefit from 
higher education regardless of the individual's social or economic 
background;  

�

 a higher education sector that, through its teaching and research, 
supported the competitiveness of the Scottish economy and helped 
meet the needs of our society; 
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�

 a student support system that delivered promptly and efficiently an 
equitable means for students to support themselves; 

�

 a higher education sector where institutions set and maintained high 
quality and standards;  

�

 a sector that promoted lifelong learning;  
�

 institutions that collaborated with each other and across sectoral 
boundaries to assist the furtherance of teaching and learning, and 
high quality research.  

Finally, the Cubie Committee of Inquiry into Student Finance (1999) 
conducted a review of tuition fees and financial support which has had 
implications for higher education funding and student support.  

The Scottish Higher Education Funding Council: Operation 

The Scottish Higher Education Funding Council was set up in 1992 to 
provide financial support for teaching, research, and associated activities in 
Scottish HEIs. Before this, Universities had been funded by the Universities 
Funding Council (UFC) and other institutions by the Scottish Office 
Education Department (SOED). The government has indicated that resources 
allocated to SHEFC are contingent on achieving its planned student numbers.  

SHEFC's aims include the following: 
�

 meeting government policy on cost 
effectiveness/expansion/consolidation  

�

 achieving institutional responsiveness to demand 
�

 promoting science and technology 
�

 ensuring clear separate identification of funding for the purposes of 
teaching and for research  

�

 rewarding both efficiency and quality 
�

 encouraging part time study and 2 year diplomas with a vocational 
emphasis 

�

 widening access.  

(SHEFC Circulars, 'Main Grants in Support of Teaching and Research') 

SHEFC agrees with each institution to purchase a specified number of funded 
places in each subject (for definitions, see Glossary at end of this article). In 
addition HEIs may also enrol additional eligible students on a fees-only basis.  



  

  

The annual funding procedure works as follows. SHEFC determines a unit 
teaching resource per student for each subject, intended to reflect broadly the 
relative costs of teaching. These are inclusive of the appropriate tuition fee. 
Gross resources are determined by multiplying the relevant unit teaching 
resource by the number of full time equivalent (fte) student places which the 
Council intends to fund (funded places). An estimate is made of the tuition 
fees which the institution will receive in respect of the funded places, and this 
is subtracted from the gross resources to give the main teaching grant, which 
SHEFC contributes. Appendix 1 describes the detailed operation of this 
system for each year from 1993-94 to 1998-99, including the various 
measures taken at different times to encourage enrolment in the priority 
subjects. 

SHEFC determines how many funded places it is able to purchase in the light 
of the funding resources available from the government. The starting point for 
the allocation of funded places by institution and subject group is the 
previous year's allocation of funded places amended by any changes or 
transfers agreed with institutions. Any allocation of extra funded places or 
reallocation of places is then based on fees-only student numbers and quality 
assessments. This initial allocation may be subject to adjustment, if, for 
example, the HEI in question wishes to transfer offered funded places 
between subject groups. Such transfers have to be agreed by SHEFC but in 
practice there appears to be a considerable flexibility.  

Clearly, the effect of this system is that, the larger the proportion of fees-only 
students, the lower the average revenue per student available for teaching. 
Hence, the percentage of fees-only students is a key factor affecting the 
availability of teaching resources. This is why a substantial part of this article 
is concerned with examining variations in the percentage fees-only students. 

Strategic Change 

In 1995, SHEFC decided to re-focus the allocation of some of its funding in 
order to support strategic change in the HE sector in the longer term. Since 
then, around 2% of SHEFC funding has been made available in the form of 
Strategic Change Grant, which has been targeted at projects meeting the 
following priorities: 

�

 the conduct and implementation of sectoral and regional subject 
reviews; 

�

 strategic actions involving more than one institution. 

A good number of the resulting projects have considered the rationalisation of 
subject provision between institutions, or institutional mergers, like those 
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between the University of Edinburgh and Moray House Institute of 
Education, and between Heriot Watt University and the Scottish College of 
Textiles. 

The Garrick Committee commented favourably on the use of funding levers 
to promote long term strategic change. Note, however, that SHEFC is, by 
statute, a funding rather than a planning body: so its role is that of providing 
finance to facilitate change, rather than that of taking responsibility for 
change. Furthermore, the amount of finance which SHEFC has made 
available for this purpose is relatively small. It is perhaps not surprising, 
therefore, that the type of change to emerge from the process so far has been 
typified by the merger of large institutions with small specialist institutions, 
rather than a fundamental reappraisal of the structure of higher education 
provision as a whole. 

Published Data 

Our analysis covers undergraduate courses in non-controlled subjects (see 
Glossary) in the sixteen HEIs in Scotland. Note that there were some mergers 
of HEIs during the period of study: steps were taken to remove any resulting 
discontinuities from the data. Data are from the SHEFC Circulars 'Main 
Grants in Support of Teaching and Research'. Each circular sets out, by 
institution and by subject group, the near final estimates of funded and fees-
only places for the year in question, proposals for the number of funded 
places which it is prepared to support in the coming year and the amount of 
funding grant allocation SHEFC expects to make. Note that in 1998-99 
SHEFC included funding for estates and equipment within the main teaching 
grant for the first time; these were removed from our data to avoid 
discontinuity.  

3. STUDENT NUMBERS  

Student Numbers in Total, and by Priority/Non-Priority 

The study group amounts to some 91% of all undergraduate students. Table 1 
shows the pattern of change from 1993/4 to 1998/9. Total numbers increased 
by 10.5% over the period. The largest increase took place between 1993/4 
and 1994/5, and was the result of a substantial increase in the number of 
funded places by just over 5,000, while fees-only student numbers fell by just 
over 1,000.  

For 1995-96, the original plans were for an increase of 2.6% in student 
numbers eligible for funding. To achieve this SHEFC awarded an additional 



  

  

2,400 funded places to non-controlled undergraduate courses. However in the 
course of 1995/6 it was decided to allow the conversion of the fee shift 
compensation grant (see Appendix 1) into funded places in that year. The 
effect was that funded places actually increased by 6,710. Given that this 
decision to allow conversion of the compensation grant was made late in the 
planning process, HEIs had little option other than to respond by converting 
fees-only places to funded places. In the event, fees-only students fell by 
5,363 (39%). SHEFC failed to meet the government's target in 1995-96 by 
2,000 places. Since 1996/7, modest rises in funded places have been 
accompanied by a larger growth in fees-only places. Over the period as a 
whole funded places increased by 18.6%, while fees-only student numbers 
fell by 29.2%.  

Table 1 
Total students: numbers and % change 

    % change on 
period 

 93/94 94/95 95/96 96/97 97/98 98/99  

Fee-only Number 14751 13635 8272 8295 9325 10448 -29.2 

Fully Funded 
Number 

72485 77539 84249 85177 85806 85991 18.6 

Total Number 87236 91175 92521 93472 95130 96439 10.5 

% change in total on 
preceding year 

4.5 1.5 1.0 1.8 1.4  

 

SHEFC policy has been to give priority to Science, Engineering, Mathematics 
and Computing: the priority subject groups. Table 2 shows a marked fall in 
the number of fees-only students in priority groups to 350 in 1996-97, but a 
considerable increase since then. Over the period, the total number of priority 
students increased by 9.9%, brought about by a rise in funded places of 
17.2%, offset by a substantial fall of 51.9% in fees-only students.  

Overall numbers in non-priority subjects increased more than priority, as 
shown in Table 3, with a greater increase in the growth of funded students of 
19.5% and a smaller fall of 22.4% in the number of fees-only students. 
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Table 2 
Priority subject group students: numbers and % change 

   % change on 
period 

 93/94 94/95 95/96 96/97 97/98 98/99  

Fees-only Number 3407 2552 521 350 936 1640 -51.9 

Fully Funded 
Number 

28562 30903 33177 33376 33344 33487 17.2 

Total Number 31968 33454 33697 33726 34280 35127 9.9 

% change in total on 
preceding year 

4.6 0.7 0.1 1.6 2.5  

 

Table 3 
Non-priority subject group students: numbers and % change 

  % change on 
period 

 93/94 94/95 95/96 96/97 97/98 98/99  

Fee-only Number 11345 11084 7751 7945 8389 8808 -22.4 

Fully Funded 
Number 

43923 46637 51073 51801 52462 52504 19.5 

Total Number 55268 57721 58824 59746 60851 61312 10.9 

% change in total on 
preceding year 

4.4 1.9 1.6 1.8 0.8  

 



  

  

Student Numbers by Subject Group 

Table 4 shows the percentage change in numbers by subject group year by 
year, with the last column showing the total percentage change over the 
period.  

Table 4 
Change in student numbers by subject group 

  Percent Change on Previous Year  

 Initial 
(1993-94) 
numbers 

94/95 95/96 96/97 97/98 98/99 % change 
over period 

Other Health & 
Welfare 

6799 12.2 -10.6 6.6 3.7 6.4 18.0 

Science 15626 6.0 1.5 2.7 2.6 2.2 15.8 

Engineering & 
Technology 

10919 1.9 -3.6 -4.2 -1.0 -1.8 -8.5 

Built Environment 4581 -3.8 -4.2 -0.5 0.8 -2.5 -9.8 

Mathematics, 
Statistics & 
Operational Research 

2287 -2.9 -2.2 -5.7 1.6 3.1 -6.2 

Computing & 
Information Science 

3136 13.2 12.5 3.4 4.3 13.6 56.0 

Catering & 
Hospitality 
Management 

2659 -1.4 -2.6 4.4 0.9 -2.9 -1.8 

Business & 
Administrative 
Studies 

13870 3.4 -0.3 -0.4 1.9 0.1 4.8 

Social Sciences 9670 6.6 10.3 0.5 1.3 -0.6 19.1 

Humanities, 
Languages & Mass 
Communication 

13560 3.9 4.1 0.7 1.2 0.4 10.6 

Art, Design & 
Performing Arts 

3505 5.2 6.3 7.2 3.4 2.9 27.7 

Education 624 2.4 52.5 -0.9 3.7 2.1 63.8 

Total 87236 4.5 1.5 1.0 1.8 1.4 10.5 
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Table 5 
Percent fees-only students, by subject group 

 93/94 94/95 95/96 96/97 97/98 98/99 

Other Health & 
Welfare 

19.1 23.6 16.1 18.9 20.4 21.7 

Science 14.0 9.0 1.8 1.2 2.0 4.0 

Engineering & 
Technology 

6.0 6.3 0.2 -0.5 3.7 3.3 

Built Environment 18.0 10.6 9.8 11.4 10.9 10.1 

Mathematics, statistics 
& Operational 
Research 

11.6 5.2 4.8 2.9 2.7 6.5 

Computing & 
Information Science 

9.7 6.8 2.5 3.0 3.5 9.2 

Catering & Hospitality 
Management 

17.4 9.6 4.9 10.8 11.5 10.6 

Business & 
Administrative Studies 

22.1 21.6 12.1 12.3 13.9 12.7 

Social Sciences 22.5 21.8 14.6 12.8 11.6 14.2 

Humanities, 
Languages & Mass 
Communication 

22.8 18.7 14.9 13.4 13.0 13.6 

Art, Design & 
Performing Arts 

11.4 14.3 8.8 10.1 12.6 13.7 

Education 4.6 9.5 20.6 19.6 22.2 22.4 

All Priority Subjects 10.7 7.6 1.5 1.0 2.7 4.7 

All Non Priority 
Subjects 

20.5 19.2 13.2 13.3 13.8 14.4 

All Subjects 16.9 15.0 8.9 8.9 9.8 10.8 

 



  

  

The priority subject groups showed a mixed performance. Numbers in 
Engineering and Maths fell; those in Science showed above average growth. 
Computing was one of the fastest growing subject groups with 56% growth 
over the period; however, this was from a fairly low base of 3,136, so that by 
the end of the period the numbers in Computing were still only 5% of all 
students. 

In the non-priority subjects (leaving aside education, which starts from a very 
small base) the highest growth was in the Art group (27.7%) followed by the 
Social Sciences which increased by 19.1%. Built Environment and Catering 
were the only non priority subject groups which declined. 

Table 5 shows the percentage fees-only for each year by subject group, 
priority, non-priority and total. The government changed the balance between 
fees and core funding in 1994-95 and again in 1998-99, and such changes are 
likely to have an effect on the percentage of fees-only students, as the relative 
price of the two categories of student changes. The overall percentage of fees-
only students fell to 8.9% in 1995-96 before rising to 10.8% in 1998-99. In 
1993-94 the percentage fee-only in non-priority subject groups at 20.5% was 
almost double that in priority subject groups at 10.7%; by 1996-97, the 
relative percentages were 13.3% and 1%. Indeed in 1996-97, over Scotland 
as a whole, Engineering could not fill all its funded places. Within the priority 
subjects, fees-only student numbers have been relatively more buoyant in 
Computing.  

Trends in Priority Subjects Relative to the UK 

Elsewhere in the UK there was not the same concept of priority subject. It is 
of interest however to compare trends in priority subject numbers in Scotland 
with the UK figures for the comparable subjects. In Maths and Science, 
Scotland did less well than the UK as a whole: for example, in Maths there 
was a fall of 3.3% in student numbers from 1994/95 to 1998/99 compared to 
a growth of 1.9% in the UK as a whole. In Science, the growth was 9.8% in 
Scotland, compared with 14.1% for the UK. In Engineering, performance in 
Scotland was comparable to that in the UK. Only in computing did Scotland 
do markedly better with an increase of 42.8% compared with 28.1% in the 
UK; however, Scotland's increase was from a relatively lower base. 

Student Numbers by Institution 

Table 6 shows changes in student numbers by institution. The largest growth 
to 1998-99, apart from the small college Moray House, was Stirling 
University at 17.7% followed by Glasgow at 16.3%. Two institutions showed 
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a decline over the period, namely, Scottish College of Textiles by 8.1% and 
Abertay by 4.3%. 

Table 6 
Change in student numbers by institution 

Percent Change on Previous Year  % change 
over period 

 1993-94 
numbers 

94/95 95/96 96/97 97/98 98/99  

Aberdeen 6443 5.6 2.4 3.4 1.1 0.8 13.9 

Abertay Dundee 3351 6.6 -2.0 -4.4 -5.1 0.9 -4.3 

Dundee 4782 2.3 5.4 0.4 3.5 0.3 12.5 

Edinburgh College of 
Art 

1165 3.3 -0.6 4.2 2.7 -0.9 8.8 

Edinburgh 10544 3.4 2.5 3.3 -0.2 1.2 10.6 

Glasgow Caledonian 8521 2.6 0.6 4.9 1.3 1.7 11.6 

Glasgow School of Art 1249 3.2 0.6 3.7 0.8 -0.4 8.1 

Glasgow  10330 6.2 3.2 0.3 2.8 3.0 16.3 

Heriot Watt 3355 5.6 2.6 -0.2 2.7 0.2 11.3 

Moray House 340 18.2 5.5 3.9 3.5 -1.9 31.7 

Napier 6923 1.8 -2.5 0.7 3.4 0.4 3.7 

Northern College 275 4.8 -0.6 -8.2 7.5 7.1 10.1 

Paisley 5287 3.9 -1.5 -6.1 5.0 3.0 4.1 

Queen Margaret 
College  

2286 12.1 -4.7 2.0 -0.4 0.5 9.1 

Robert Gordon 5302 3.3 0.7 -1.4 4.1 1.0 7.8 

St Andrews 3730 4.4 7.0 -0.4 -3.4 5.5 13.3 

Scottish College of 
Textiles 

737 -1.5 -7.9 -0.3 1.6 0.0 -8.1 

Stirling 3832 6.9 4.3 1.3 3.2 0.9 17.7 

Strathclyde 8785 5.5 1.6 2.2 2.8 0.4 13.0 

Total 87236 4.5 1.5 1.0 1.8 1.4 10.5 



  

  

Note: Queen Margaret College later became Queen Margaret University College. 

In terms of percentage fees-only, as shown in Table VII, there was wide 
variation between HEIs at the start of the period.  

Table 7 
Percent fees-only students, by institution 

 93/94 94/95 95/96 96/97 97/98 98/99 

Aberdeen 18.4 15.5 8.2 8.7 8.7 9.4 

Abertay 26.8 25.8 15.8 11.6 3.6 4.5 

Dundee 13.6 10.8 7.6 5.8 8.0 11.4 

Edinburgh College of Art 11.3 12.9 6.4 10.2 12.6 11.8 

Edinburgh 18.8 13.5 9.2 9.5 8.2 8.8 

Glasgow Caledonian 16.0 13.2 8.2 12.9 14.1 15.0 

Glasgow School of Art 12.9 13.0 4.4 7.5 7.0 5.3 

Glasgow  14.4 14.1 9.4 8.0 9.6 12.2 

Heriot Watt 13.6 13.0 6.5 5.3 6.5 6.7 

Moray House -10.4 6.7 15.6 15.6 17.8 14.3 

Napier 8.6 8.7 4.9 5.9 9.1 9.2 

Northern College 35.5 32.6 22.7 10.4 16.7 22.2 

Paisley 24.9 24.6 11.7 7.7 11.7 14.4 

QMC 22.5 25.8 16.0 16.8 16.5 16.6 

Robert Gordon 23.3 18.3 9.5 8.2 12.1 12.4 

St Andrews 19.0 12.9 12.7 11.8 8.0 11.5 

Scottish College of Textiles 4.5 1.2 -8.9 -5.9 3.4 3.4 

Stirling 22.7 19.2 13.1 12.2 14.6 15.0 

Strathclyde 12.5 12.2 5.6 6.4 7.8 7.3 

Total 16.9 15.0 8.9 8.9 9.8 10.8 

 

Leaving aside the small institutions of fewer than 1,000 students, the highest 
percentage fees-only at the start of the period were Abertay at 26.8% and 
Paisley 24.9%: the lowest was Napier at 8.6%. Over the period Abertay 
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radically reduced its percentage fees-only to 4.5%; that is, to less than half the 
current national average. The only institutions to increase their percentage 
fees-only were Napier and Edinburgh College of Art. 

Student Numbers: Part time 

In line with its desire to widen access and to increase the flexibility of the 
higher education system in responding to the demands of industry, it has been 
government policy to increase numbers of part time students. In 1994-95, 
SHEFC introduced a part time incentive grant to encourage more part time 
provision and greater numbers of part time enrolments. This grant, which 
offered an incentive premium of 5% of the unit of resource for part time fte 
enrolments, was intended to run for five years. In 1995-96, a fee support 
grant was introduced for part time undergraduate places, because lower fees 
could apply for part time provision per fte place; this grant ceased in 1998-
99, and SHEFC used the resources which were freed to increase the part time 
incentive grant from 5% to 10%, which gave a total grant of £4.475 million. 
To put this in perspective, the main grant for teaching in 1998-99 was £423.9 
million. 

How successful were these measures in increasing part time enrolments? 
Head count numbers of part time students almost doubled over the period, 
while the full time equivalent increased by about 50%, from 4,054 in 
1993/94, to 6,188 in 1998/99. In terms of individual subjects, the largest 
increase in part time FTEs occurred in health and in the humanities: in health, 
FTE numbers increased from 874 in 1993/94, to 1756 in 1998/99, and the 
corresponding increase for the humanities was from 289 to 1057. Both 
Science and the Social Sciences increased the number of part time students by 
more than 50% in FTE terms: and computing also had a relatively large 
increase, from a small base. Part-time numbers in most other subjects were 
relatively static. As regards individual institutions, most of the increase in part 
time FTEs was concentrated in a small number of institutions, particularly 
Glasgow, Paisley, Dundee, and Glasgow Caledonian Universities.  

Because of the policy of consolidating student numbers, there were restricted 
opportunities during most of the period for institutions to increase either their 
student numbers, or their overall revenues by taking in more full time fees-
only students (even assuming there was adequate student demand). There 
were, however, no corresponding controls on part time enrolments, both 
because government was keen to increase part time numbers, and because 
fees for part-timers are not paid by the government. At the same time, certain 
institutions, particularly smaller institutions, were under pressure from 
SHEFC to improve their overall viability, by expanding. One option open to 



  

  

such an institution, therefore, would be to expand by increasing the number of 
its fee only students by bringing in more part time students. It has been 
postulated, therefore, that there might be a relationship between part time 
students, and numbers of fee only students, particularly for smaller 
institutions. 

In fact, examination of the data does not bear out this hypothesis. First of all, 
as has already been noted, most of the increase in part time enrolments 
occurred in a small number of institutions, and these institutions were 
themselves relatively large. Secondly, examination of changes at the level of 
subject within institution suggests that there was little evidence of any 
relationship between fees-only and part-time student numbers: the one 
exception is the subject of 'other health and welfare' for a small number of 
institutions, where the figures are consistent with the possibility that the 
increase in fees only enrolments which occurred later in the period may have 
been related to increasing part time enrolments. 

Overall, the SHEFC measures to stimulate part time enrolments were 
relatively cheap (less than 1% of the main grant for teaching), and a large 
increase in part timers did take place over the period. This may seem to 
suggest that the SHEFC measures were successful. However, the fact that the 
increase was concentrated in a relatively small number of institutions suggests 
that other factors were also coming into play.  

4. REVENUES 

Average Revenue per student 

Table 8 shows average revenue per student in non-controlled subject groups 
at Higher Education Institutions in Scotland. This rose in money terms from 
£3,881 in 1993-94 to £4,135 in 1998-99, an increase of 6.5%.  Average 
revenue per student for priority groups was considerably higher throughout 
than for non-priority groups, and grew by 7.3% over the period compared 
with 6% for the non-priority groups. 

Over the period as a whole, the change in average revenue varied 
considerably between subject groups. Leaving aside education, where very 
small numbers of students are involved, average revenue declined in Maths 
by £206, in Health by £138 and in Art by £52. Those groups where there was 
a major increase included Computing at £686, Science £440, and Catering 
£376. Note the apparently anomalous figures for Maths and Computing in 
1993-94. This reflects transitional arrangements as SHEFC took over 
funding. Prior to the establishment of SHEFC, Scottish Office funded Central 
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Institutions received more per Maths student than UFC funded bodies. A 
weighted composite figure has therefore been estimated for the first year of 
this study. 

Table 8 
Average revenue per student, by subject group (in £) 

 93/94 94/95 95/96 96/97 97/98 98/99 Change 
over 

period 

Other Health & 
Welfare 

4328 4049 4355 4276 4296 4190 -137.7 

Science 4781 4871 5173 5205 5280 5221 440.2 

Engineering & 
Technology 

5289 5288 5571 5611 5553 5591 302.6 

Built Environment 4067 4131 4185 4148 4241 4236 169.2 

Mathematics, 
Statistics & 
Operational 
Research 

3924 3615 3651 3718 3796 3718 -205.9 

Computing & 
Information Science 

4304 4951 5145 5137 5221 4990 686.0 

Catering & 
Hospitality 
Management 

4469 4739 4955 4732 4799 4846 376.3 

Business & 
Administrative 
Studies 

3005 2941 3227 3233 3250 3337 331.1 

Social Sciences 2506 2430 2605 2650 2728 2723 216.6 

Humanities, 
Languages & Mass 
Communication 

2866 2890 3039 3086 3156 3193 326.7 

Art, Design & 
Performing Arts 

4568 4411 4629 4594 4592 4516 -52.3 

Education 4690 4531 4101 4155 4136 4189 -501.5 

All Priority Subjects 4846 4935 5198 5230 5264 5202 356.2 

All Non Priority 
Subjects 

3323 3267 3442 3454 3505 3523 199.8 

All Subjects 3881 3879 4082 4095 4139 4135 253.4 



  

  

 

Components of Change in Average Revenue 

It is difficult to understand the contributory factors bearing on the observed 
changes in average revenue. To understand this better, the overall change in 
average revenue has been split into several components reflecting different 
underlying causes, such as the change in the percentage of fees-only students. 
The derivation of the algorithm used in this decomposition, together with the 
full definitions of the components used, are given in Appendix 2. Table 9 
shows the results of applying the decomposition to the annual changes in 
average revenue per student.  

Table 9 
Components of change in average revenue per student, by year (in £) 

 94/95 95/96 96/97 97/98 98/99 Overall 
change 

Component due to 
change in % fee-only 

64.3 180.0 -3.0 -36.6 -37.0 167.7 

Component due to 
change in % core 
funding 

-135.7 -0.4 0.9 -2.1 -6.2 -143.5 

Component due to 
change in unit of 
resource 

72.3 33.6 10.2 82.1 31.1 229.3 

Component due to 
change in mix 

-2.8 -10.5 4.8 0.6 7.9 0.0 

Total Change in 
Overall Average 
Revenue 

-1.9 202.7 12.9 43.9 -4.2 253.4 

 

In the first year there was a fall, of less than £2, in overall average revenue. 
The effect of the move towards core funding and from fees would have been 
to reduce average revenue per head by £136 but this was offset by increases 
of £64 per head due to the reduction in fees-only students, and £72 due to an 
overall increase in funding levels. The year that saw the biggest change was 
1995-96 when there was an increase in average revenue per student of over 
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£202 per head. Of this, £180 was due to the reduction in the percentage of 
fees-only students from 15% to 8.9% which occurred in that year.  

Table 10 
Priority subject groups: components of change in average revenue per student, 

by year (in £) 

 94/95 95/96 96/97 97/98 98/99 Overall 
Change 

Component due to 
change in % fee-only 

116.8 228.9 17.8 -68.5 -84.3 210.8 

Component due to 
change in % core 
funding 

-126.4 -1.0 0.0 -0.3 -14.2 -142.0 

Component due to 
change in unit of 
resource 

105.9 37.1 12.9 104.6 39.5 300.0 

Component due to 
change in mix 

-7.6 -1.4 1.1 -2.5 -2.3 -12.6 

Total Change 88.7 263.7 31.9 33.3 -61.4 356.2 

Table 11 
Non-Priority subject groups: components of change in average revenue per 

student, by year (in £) 

 94/95 95/96 96/97 97/98 98/99 Overall 
Change 

Component due to 
change in % fees-only 

33.8 151.9 -14.7 -18.6 -9.8 142.5 

Component due to 
change in % core 
funding 

-141.0 -0.1 1.4 -3.1 -1.7 -144.5 

Component due to 
change in unit of 
resource 

52.8 31.6 8.6 69.4 26.3 188.7 

Component due to 
change in mix 

-1.2 -8.6 16.2 3.6 3.0 13.0 

Total Change -55.6 174.9 11.6 51.2 17.8 199.8 



  

  

 

Tables 10 and 11 show the components of change for priority and non-
priority subject groups. As the tables indicate, the average revenue for 
priority subjects increased more than for non-priority, by £356 as compared 
to £200. The reasons for this are twofold. First, over the period as a whole, 
the component due to the change in % fees-only was £211 per head in priority 
subjects but £142 in non-priority subjects. Secondly, the component due to 
the change in the unit of resource was £300 in the priority subjects, compared 
to £189 in non-priority. 

Table 12 
Components of period change in Average Revenue (in £) 

due to change in 

 % fee only % core 
funding 

unit 
resource 

mix Total 

Other Health & 
Welfare 

-184.0 -265.9 229.3 82.9 -137.7 

Science 354.0 -180.9 268.7 -1.5 440.2 

Engineering & 
Technology 

105.6 -95.4 292.5 -0.1 302.6 

Built Environment 213.3 -278.6 220.7 13.8 169.2 

Mathematics, Statistics 
& Operational 
Research 

203.4 -125.9 -213.2 -70.2 -205.9 

Computing & 
Information Science 

-53.6 -117.2 793.1 63.7 686.0 

Catering & Hospitality 
Management 

244.3 -132.8 249.7 15.1 376.3 

Business & 
Administrative Studies 

255.7 -98.3 167.5 6.3 331.1 

Social Sciences 176.3 -105.9 138.1 8.1 216.6 

Humanities, 
Languages & Mass 
Communication 

260.0 -103.9 188.5 -18.0 326.7 

Art, Design & 
Performing Arts 

-82.2 -213.6 244.4 -0.9 -52.3 
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Table 13 
Notional revenue - average revenue per student, by subject group (in £) 

 93/94 94/95 95/96 96/97 97/98 98/99 

Other Health & 
Welfare 

485 841 572 663 742 886 

Science 337 328 65 46 76 175 

Engineering & 
Technology 

160 248 7 -19 151 156 

Built Environment 296 301 280 328 325 364 

Mathematics, Statistics 
& Operational 
Research 

236 149 141 83 81 188 

Computing & 
Information Science 

219 248 93 114 135 406 

Catering & Hospitality 
Management 

557 367 189 425 461 454 

Business & 
Administrative Studies 

481 600 341 344 399 340 

Social Sciences 347 468 315 277 258 286 

Humanities, 
Languages & Mass 
Communication 

458 487 396 358 357 346 

Art, Design & 
Performing Arts 

241 475 294 341 442 556 

Education 156 392 859 817 935 920 

All Priority Subjects 258 281 55 37 106 203 

All Non-priority 
Subjects 

422 537 371 383 414 435 

All Subjects 362 443 256 258 303 350 

 

Components of Change in Average Revenue by Subject Group 

Table 12 shows, for each subject group (excluding Education), the 
components of the change in average revenue over the period as a whole. The 



  

  

% fees-only component was negative for Health, Computing and Art. Within 
the priority subjects, Science had the largest % fees-only component at £354. 
As regards the component due to change in core funding, Built Environment 
and Health lost most. Column 3 shows the component due to the change in 
unit of resource. Only Maths showed a fall: as noted above, this reflects 
transitional funding arrangements for Maths and Computing. 

Difference Between Notional and Average Revenue, by Subject Group 

The units of teaching resource determined by SHEFC 'very broadly reflect the 
relative costs of teaching in each subject group and are inclusive of the 
appropriate tuition fee'. (SHEFC, e.g., 1995-96, p.5). In the following, we 
refer to this as notional revenue per student. A table of notional revenue per 
student is given in the annexed table. Table 13 shows the difference between 
notional and average revenue per student, by subject group and by year.  

Looking at the detail in Table 13, it can be seen first that, in 1998-99, the 
overall difference between notional and observed revenue, averaged over all 
students, was £350 per student. The difference was larger for non-priority 
subject groups, at £435, compared with £203 for priority. The variation was 
even more marked between individual subject groups. Leaving aside the 
smallest subject group, of Education, the largest difference occurred in 
Health, at £886, representing 17.5% of the unit teaching resource for Health. 
There was also a large difference for Art, of £556, that is, 11% of its unit 
teaching resource. In Engineering, the difference was only £156, that is 2.7% 
of the unit teaching resource for Engineering: in Science the corresponding 
figure was £175 (3.2%). It is also noticeable that the difference between 
notional and average has remained particularly high throughout for Health, in 
line with the fact that the percentage fees-only students in Health has been 
relatively high throughout the period (see Table 5). 

It is clear, therefore, from Table 13 that there are significant variations 
between subjects in the difference between notional and average revenue. 
What factors might contribute to this observed pattern? SHEFC's stated 
position is that a large difference between notional and average revenue could 
well be indicative of a combination of high demand, together with efficiency 
savings achieved by the institution (SHEFC, e.g., 1995-96, p.8). In addition, 
however, the following factors could also contribute to the observed pattern:  
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a The validity of SHEFC's basic funding assumptions for the subject 
group in question: for example, if a given subject group was relatively 
over-funded, the institution could afford a larger number of fees-only 
places in that subject group. Senior academics, responsible for 
University administration and interviewed in this study, took the view 
that the SHEFC unit teaching resource does not reflect costs.  

b The opportunity cost of a fees-only place: the larger the absolute 
difference between the core funding element and the fee-only element 
in one subject group relative to another, the greater the incentive for 
the institution to transfer funded places from the second subject group 
into the first.  

c Variations between subjects and institutions in the number of part-
time students. As noted above, institutions may have an incentive to 
bring in part-time students on a fees-only basis, since the fees for part-
time students were not funded by the government. However, as the 
earlier analysis indicated, there does not appear to be any relationship 
between part-time and fees-only students, except possibly in the case 
of Other Health and Welfare. 

d Variations in the differential could also reflect variation in the quality 
of provision. This is not an area, however, on which the particular 
data examined in this paper throw any light.  

e Finally, institutions may cross-subsidise between courses. So it may 
be that the observed revenues as derived in this paper do not reflect 
what institutions actually spend on the individual subject groups. 

Overall, there is evidence from discussion with senior academics that (a) 
holds, that is, that SHEFC's unit teaching resource does not relate well to the 
relative costs of teaching in the different subject groups. There is also some 
weak evidence that (c) above may hold in at least one subject. However, the 
variations between notional and average revenues observed in Table 13 are so 
marked that it appears likely that at least some of the other factors outlined 
above are operational as well. It is not possible to determine this from the 
available data: however, given the scale of the observed effects, and the 
potential importance for higher education policy of the underlying factors 
which may be responsible, this points to the need for some direct action by 
SHEFC in the longer term to arrive at a better understanding of this whole 
area.  

The evidence of considerable differences between notional and average 
revenue between institutions and between subjects is also relevant to the 



  

  

government's response to the Cubie report. It is interesting to note that, if the 
government had decided to continue to charge fees, they would have been 
open to criticism in the light of the above figures: namely, of charging a 
uniform price for a product where certainly the teaching resource input and 
possibly the quality were variable. 

Table 14 
Components of period change in average revenue, institutions (in £) 

due to change in 

 % fee only % core 
funding 

unit resource mix Total 

Aberdeen 308.6 -166.8 231.5 11.6 384.9 

Abertay 564.3 -210.3 185.1 15.7 554.8 

Dundee 24.0 -139.4 238.1 173.6 296.3 

Edinburgh 279.9 -120.1 245.8 13.7 419.2 

Edinburgh College of Art -22.4 -210.5 236.8 8.2 12.0 

Glasgow Caledonian 6.2 -163.3 193.9 65.4 102.1 

Glasgow School of Art 294.4 -199.0 244.3 15.4 355.0 

Glasgow 104.2 -114.8 247.4 -0.3 236.6 

Heriot Watt 216.6 -122.3 287.4 -2.9 378.8 

Napier -59.7 -47.9 213.6 -28.3 77.7 

Northern College 384.6 -369.3 224.9 21.4 261.7 

Paisley 129.8 -204.7 191.6 -142.3 -25.6 

QMC 107.5 -230.2 223.2 117.5 217.9 

Robert Gordon 366.2 -223.5 213.4 -49.3 306.9 

St Andrews 301.4 -149.3 213.2 -112.5 252.9 

Scottish College of Textiles -28.8 2.2 262.0 246.6 482.0 

Stirling 250.6 -154.7 227.7 26.6 350.1 

Strathclyde 160.5 -113.0 257.0 -48.3 256.2 

Note that in this table the mix refers to within subjects 
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Table 15 
Notional revenue - average revenue per student, by institution (in £) 

 93/94 94/95 95/96 96/97 97/98 98/99 

Aberdeen 389 462 220 249 254 291 

Abertay 544 710 421 328 148 192 

Dundee 273 324 204 179 271 441 

Edinburgh College of 
Art 

220 407 209 333 423 476 

Edinburgh 376 370 236 250 206 228 

Glasgow Caledonian 361 404 253 409 471 537 

Glasgow School of Art 281 434 152 255 253 216 

Glasgow 303 416 275 223 280 355 

Heriot Watt 281 416 194 146 177 201 

Moray House -318 252 637 651 745 587 

Napier 180 238 131 153 257 284 

Northern College 902 1161 806 380 634 907 

Paisley 560 734 328 215 389 494 

QMC 575 868 544 586 594 679 

Robert Gordon 540 586 288 239 388 442 

St Andrews 415 356 332 304 225 290 

Scottish College of 
Textiles 

84 61 -287 -185 96 90 

Stirling 451 519 358 339 445 408 

Strathclyde 267 363 176 200 241 235 

 

Changes in Average Revenue by Institution 

Variations in average revenue between institutions are largely dependent on 
the particular subject mix within institutions, so the major points of interest 
relate to changes in average revenue. The components of change are analysed 
in Table 14 (excluding Moray House). The largest increase was in Abertay, 



  

  

mainly due to the reduction in the percentage of fees-only over the period: 
from 26.8% to 4.5%, (see Table 7). Neither Napier nor Paisley experienced 
significant growth; however, the underlying pattern of the components of 
change of these two institutions is quite different. Note that Paisley started the 
period with a very high percentage, 24.9%, of fees-only students compared 
with a very low percentage 8.6% in Napier. During the period Paisley's 
percentage fees-only proportion fell significantly while Napier's increased 
slightly. 

Difference between Notional Revenue and Average Revenue by Institution 

Table 15 shows the difference between notional and average revenue per 
student by institution. 

Relative Shifts in Funded and Fees-only Student Numbers 

Over the period as a whole, the relative numbers of fees-only and funded 
student numbers varied, while the total number of students increased. For 
Scotland, the total number of students increased by 9,200 (10.5%) between 
1993-94 and 1998-99. This comprised a decrease of 4,300 fees-only students, 
that is -4.9% of the original total number of students, together with an 
increase of 13,500 funded places, an increase of 15.5% on the original total 
number of students. 

Chart 1 looks at the corresponding changes by individual subject group, 
excluding Education. On the horizontal axis is plotted the change in funded 
places, and on the vertical axis the change in fees-only places, both expressed 
as a percentage of the original total number of students. The figures in 
brackets on the chart are the change in the average revenue per student over 
the period, from Table 12. The transverse lines drawn on the chart represent 
contours of constant growth: for example, the line marked zero growth 
represents all points where the percentage change in funded places exactly 
compensates for any change in fees-only students.  

There are three high growth subject groups, Computing, Art and Health, and 
in these subject groups there was an increase in both funded and fees-only 
students. For Health and Art this resulted in a decline in average revenues.  

There are also subjects which experienced moderate growth: Social Science, 
Business, Humanities and Science. In all of these, the increase in funded 
places more than offset the decline in fees-only: all experienced at least 
moderate growth in average revenue. In Engineering, Maths, Built 
Environment and Catering numbers fell.  
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Chart 2 is the corresponding chart for institutions, excluding Moray House. 
Most institutions fall into a fairly tight group, where the increase in the 
number of funded places more than offsets a decline in the number of fees-
only places, leading to overall growth in student numbers. It is also noticeable 
that the former UFC funded institutions tend to be positioned towards the 
upper right (i.e. higher growth) area of this grouping. The main outliers occur 
among institutions experiencing small growth or decline in student numbers. 
Of these outliers, Abertay shows a combination of a relatively large increase 
in the number of funded places more than offset by an even larger decline in 
fees-only. This contributed to Abertay's large (£555 per head) increase in 
average revenue. By contrast, Scottish Borders Textiles and Napier showed a 
pattern of relatively small changes in both funded and fees-only places. 

5. CONCLUSIONS 

What conclusions can be drawn from the above ?  

Was the government's policy on overall numbers achieved? 

The government's targets on overall student numbers were largely met, with 
relatively small shortfalls in three of the years. Moreover, SHEFC did not 
have to impose large penalties for non-compliance, either in under achieving 
or over shooting against targets. The mechanism did therefore largely achieve 
the overall targets. However, SHEFC's primary control mechanism is via 
control of funded places, whereas the government's targets are expressed in 
terms of total numbers of funded and fees-only students. There is thus a 
potential mismatch between the control mechanism and the target, which 
might in certain circumstances make achieving the government's target more 
difficult.  

Was SHEFC's policy on priority subject groups successful? 

The evidence suggests that the policy was not successful. The growth in the 
total number of priority group students was less than that in non-priority 
groups. For two of the priority subjects, Engineering and Maths, there was a 
decline over the period. The rate of growth in Computing was high but this 
was from a relatively small base. Other than in Computing, performance was 
either worse than or no better than that in the rest of the UK where there was 
no corresponding 'priority' mechanism. 

The view that the policy on priority subjects has been ineffective was 
confirmed in discussion with senior academics in two major higher education 



  

  

institutions. Two reasons were highlighted. First, for most of the subjects, the 
basic problem is lack of student demand, whereas the policy on priority 
subjects is purely a supply side mechanism. Second, in the one subject 
Computing where there is buoyant student demand, there is a supply 
constraint which is not addressed by the funding mechanism: that is, the high 
cost of attracting and retaining good quality staff. 

Third, the way in which the conversion of the compensation package into 
funded places was handled in 1995-96 was announced so late in the planning 
process that it probably had little or no effect on overall student numbers in 
that year: it is quite possible that the only effect of the exercise was the 
conversion of fees-only to funded places. Given that there were greater 
numbers of fees-only students in the non-priority subjects, the way in which 
the transfer was handled may also have resulted in disproportionate growth in 
non-priority subjects. 

Did the funding mechanism itself constrain success? 

Our findings suggest that the funding system did probably militate against the 
success of the higher education sector. SHEFC's basic assumptions about the 
underlying unit teaching resources may have had adverse consequences. 
SHEFC establishes an underlying unit teaching resource which varies by 
subject and by year: it does not vary by size of department or size of 
institution. This latter feature is potentially crucial: in effect, SHEFC's model 
assumes that there are no economies of scale except in so far as a large 
institution or department may choose to utilise economies of scale to enrol a 
relatively high number of fees-only students. SHEFC's approach is inadequate 
in two respects: 

�

 It is very likely that there are significant economies of scale to be 
reaped: the existence of economies of scale is well established in 
other sectors of education.  

�

 SHEFC's funding policy does not contain incentive elements which 
would enable these economies to be realised. SHEFC does indeed 
have the mechanism of the strategic change grant. But as has already 
been noted, the resources devoted to this are relatively small, and the 
mechanism is basically facilitative. It appears unlikely in itself to be 
able to deliver the radical rethink on the structure of HE provision 
which would be required if the potential for economies of scale was 
being seriously addressed. 

Given that SHEFC is limited to being a funding, rather than a planning body, 
this criticism is perhaps pointing more to a weakness in the overall 
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mechanism for planning higher education in Scotland rather than being a 
criticism of SHEFC itself. But in a climate of scarce resources, where the 
teaching resource per student has been radically reduced over the years, 
questions of how to obtain best value for money have to be addressed. It 
appears that the structures for doing this in Scotland are lacking. 

If this criticism is accepted, then it implies the need for a new mechanism, 
which could take a radical view of the structure of higher education in 
Scotland, in order to increase the efficiency of delivery. Of course, it would 
neither be wise nor feasible to restrict the focus of such a body purely to 
considering efficiency, in terms of minimising the unit teaching resource 
required to provide a given standard of teaching. The design of the optimal 
higher education system has to achieve an appropriate compromise among 
other aspects as well, including the current and future needs of the economy, 
social access, and geographical coverage.  

What can we say about actions of individual institutions? 

The keynote is diversity. Institutions started the period in quite different 
positions. They experienced differences in growth patterns, in their 
percentage of fees-only students, in patterns of subject mix, and thus in 
average revenues. It is clear from the diverse pattern of change that SHEFC 
rules were far from a straight-jacket; there was considerable flexibility for 
institutions to carve out their own way forward. 

What can we say about the product the student is 'buying'? 

By subject, the difference between notional and average revenue varies 
between almost £1,000 in Health and in Education to just over £150 in 
Engineering. The range between institutions is even larger. These figures are 
not subject to simple interpretation because of the potential for cross 
subsidisation of teaching costs between subjects. Nevertheless, the range is so 
large that it does pose serious questions about whether there are marked 
variations in efficiency or in quality of product: and it does point to the need 
for SHEFC to take active steps to achieve a better understanding of the 
underlying factors at work. 

Has the system favoured former UFC funded rather than former SOED 
funded institutions? 

There is some evidence that the former UFC funded institutions may indeed 
have faired rather better. Examination of Chart 2 suggests that there were 
indeed fairly consistent variations between the former UFC funded and the 
former SOED funded institutions. Former UFC funded institutions are the 



  

  

ones which tend to be clustered in the high growth area, but in such a way 
that they are still preserving reasonable increases in average revenue. Former 
SOED funded institutions tend to exhibit lower growth, and a good number 
have smaller increases in average revenue. The reasons for this pattern are not 
clear: an explanation could be that the former UFC funded institutions were 
more adept at reacting to the potentialities of the SHEFC funding system or 
that they tended to have a more buoyant underlying student demand. 
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GLOSSARY  

Eligible student, or 'student eligible for funding': one who is domiciled in the UK, or 
EC, is entitled to pay 'home fees', is taking a course open to any suitably qualified 
applicant and whose course is not funded from other public sources.  

Undergraduate: This includes those taking undergraduate degree, diplomas and 
certificates, HNDs, HNCs, other advanced courses and a small number of non-
advanced courses that are eligible for funding from SHEFC. 

Funded place: a place offered to an eligible student, and on which SHEFC will 
provide main teaching grant. 

Core funding per student: we have designated the SHEFC main teaching grant per 
student as core funding per student. 

Fees Only students: SHEFC funds HEIs on the basis of specified numbers of funded 
places in each subject group. Where there are more students eligible for funding than 
the allocation of funded places, the institutions receive only tuition fees for these 
extra students. The difference between the total number of students eligible for 
funding and the number of funded places is referred to as the number of 'fees only' 
students. 

Unit teaching resource per student: This is the total resource from fees and main 
teaching grant available per funded student place. 

Notional revenue per student: the amount of unit teaching resource per student; i.e., 
the amount of revenue which would notionally be received per eligible student, if they 
were all fully funded . 

Average revenue per student: the number of funded places times the relevant unit 
teaching resource, plus the number of fees-only students times the relevant tuition fee, 
divided by the total number of funded and fees-only students. 

Controlled subject group: in certain subject areas, the pattern of funded places is 
given special consideration mainly because of central planning requirements for the 
professions concerned. The courses where numbers of funded places are planned 
centrally are: undergraduate medicine (pre-clinical and clinical), veterinary medicine 



  

  

(pre-clinical and clinical), undergraduate veterinary science, and teacher education 
(various courses). 

Priority subject group: The designation of certain subjects as priority reflects 
the government's stated objectives of promoting science and technology 
courses to meet the economy's need for highly qualified manpower. The 
priority subjects have been engineering, science, maths and computing, 
throughout the period. 

Annexed Table 
Notional revenue per student, by subject group (in £) 

 93/94 94/95 95/96 96/97 97/98 98/99 

Other Health & 
Welfare 

4813 4890 4927 4939 5038 5076 

Science 5118 5199 5238 5251 5356 5396 

Engineering & 
Technology 

5449 5536 5578 5592 5704 5747 

Built Environment 4363 4432 4465 4476 4566 4600 

Mathematics, Statistics 
& Operational 
Research 

4160 3764 3792 3801 3877 3906 

Computing & 
Information Science 

4523 5199 5238 5251 5356 5396 

Catering & Hospitality 
Management 

5026 5106 5144 5157 5260 5299 

Business & 
Administrative Studies 

3486 3541 3568 3577 3649 3676 

Social Sciences 2853 2898 2920 2927 2986 3008 

Humanities, Languages 
& Mass 
Communication 

3324 3377 3435 3444 3513 3539 

Art, Design & 
Performing Arts 

4809 4886 4923 4935 5034 5072 

Education 4846 4923 4960 4972 5071 5109 

All Priority Subjects 5104 5216 5253 5267 5370 5405 

All Non-priority 
Subjects 

3745 3805 3813 3837 3919 3958 

All Subjects 4243 4323 4338 4353 4442 4485 



Higher Education Numbers and Funding in Scotland 

 

APPENDIX 1: THE FUNDING METHOD AND CHANGES TO IT 

The financial data in this paper concern the main recurrent grant for teaching to HEIs 
and their tuition fee income. Funding for minor grants associated with teaching 
outwith the main funding method has not been included. 

1993-94 

For each subject group, the 1993-94 unit teaching resource was based on 1992-93 
levels, with adjustments for inflation and the needs for efficiency gains In one subject 
group, Mathematical Sciences, IT and Computing, there had been a significant 
difference between the unit teaching resources applied in 1992-93 by the former 
funding bodies, the Universities Funding Council and the Scottish Office Education 
Department. For this group, separate units of teaching resource were applied in 1993-
94 to the former SOED and UFC funded institutions.  

As regards student numbers, the starting point for the distribution of funded places 
was the number of places funded in 1992-93. Additional places for 1993-94 were 
funded by reference to the number and proportion of students enrolled in 1992-93 on 
a 'fees-only' basis, and, as in all subsequent years, extra places were granted to reward 
excellence in teaching.  

SHEFC decided to set thresholds above which fees-only student enrolments were to 
be rewarded. This threshold system was designed to favour the priority subject groups 
of Science, Engineering and Technology, and Mathematical Sciences, IT and 
Computing. For these priority subjects, a lower threshold was set at a level of fees-
only enrolments representing 5% of the level of funded places. Above this threshold, 
there was a reward of three additional funded places for every four fees-only student 
numbers. For non-priority subject groups, the remaining planned additional 
undergraduate places were distributed according to thresholds determined in 
proportion to the Scottish average percentage of fees-only students in each group, 
with the rate of reward of one additional funded place for every two fees-only student 
numbers.  

1994-95 

Mathematical Sciences was split from IT and Computing: both were still priority 
subjects. The method of determining the main teaching grant was broadly the same as 
in the previous year. There was a significant decrease in tuition fee levels. SHEFC 
provided compensation to institutions for the reduction in income for fees-only 
students within the governments planned total number of students. The starting point 
for the allocation of funded student places was the number of funded student places in 
1993-94. Each institution was given the opportunity to adjust this starting point by 
requesting transfers of funded student places (within specified limits), between 
subject groups, in order that its pattern of funded places could develop in line with its 
strategic plan. In addition, SHEFC decided that it would not be appropriate to allow 
significant numbers of unfilled places to remain in any subject, if there was an 
opportunity for an institution to transfer funded places to other subjects where 



  

  

enrolments exceeded funded places. An upper threshold was introduced, to limit the 
award of extra funded places on the basis of fees-only. These upper thresholds varied 
by subject, and for priority groups were set at high levels.  

1995-96 

In 1995-96, there was a relatively small number of additional funded student places in 
the initial plans. The total number of funded places however, increased markedly as 
institutions were allowed to transfer their compensation for the reduction in tuition 
fee levels for 1994-95 into funded places. As discussed in the main text, this change 
took place at a relatively late stage in the planning process.  

1996-97 

Due to concern about under-enrolment against the government's planned student 
numbers, SHEFC applied clawback for unfilled funded places in most areas where 
this occurred. There was also concern about excessive growth of fees-only numbers in 
some areas, and SHEFC took steps to penalise this by introducing a monetary 
deduction: this, however, was only applied to one institution. There was no overall 
increase in the number of available funded places, and so the threshold system for 
non-priority subjects did not apply. Thresholds still applied to priority subjects, to be 
used for places re-allocated.  

1997-98 

The total number of funded places remained about the same as in 1996-97; however 
there were around 350 places available for reallocation, mainly due to under-
enrolment in some subjects in some institutions in 1996-97. The places were re-
allocated to the four priority subject groups. Clawback for under-enrolment in 1996-
97 was also applied, and one institution was penalised for a marginal breach of the 
consolidation policy. 

1998-99 

Changes took place in student support and tuition fee arrangements, and this brought 
concern that some institutions might have difficulty in achieving their planned student 
numbers. As a result SHEFC relaxed the clawback arrangements for under-enrolment 
and provided resources to support institutions facing significant reductions in 
undergraduate fee income because of low recruitment. No increase was planned in 
student numbers eligible for funding by SHEFC. All of the funded places available 
due to reallocation were allocated to priority groups, again on the basis of thresholds. 
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