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Education and Skills Committee  
Covid 19 – Further and Higher Education 

May 2020 

INTRODUCTION 

The Committee has agreed to consider the impact of the Covid 19 pandemic on the further 
and higher education sectors. The Committee will take evidence from the Scottish Funding 
Council (“SFC”) on Friday 15 May 2020 and the Minister for Further Education, Higher 
Education on Wednesday 20 May 2020. 

The two meetings are in relatively quick succession and this paper is intended to support 
the Committee for both meetings.  The themes of this paper and the potential issues the 
Committee may wish to explore should be applicable to both meetings, althou.  

The SFC is described as: 

“The national strategic body for funding teaching, learning and research in our 
colleges and universities; to support our drive to achieve excellence and equity 
across the education and skills landscape; to maintain our reputation for world-class 
research encouraging collaboration and innovation across the sector; to realise 
increased effectiveness and efficiencies; and to generate the skilled workforce 
Scotland needs for sustainable economic growth.”1 

THEME 1: CURRENT STUDENT EXPERIENCE 

Colleges and universities have remained open.  Both sectors reported that they moved 
quickly to online learning. 

In terms of qualifications, a key difference between the sectors is that universities have the 
powers to award degrees, whereas qualifications in the college sector will tend to be 
developed externally, for example by the SQA or City and Guilds.   

Colleges offer a range of courses ranging from short foundational courses up to higher 
education (HNCs and HNDs).  College courses have a range of assessment approaches 
and larger courses are often modular and assessment can be unit-based.  The SQA’s 
approach to certification this year for college courses will be based on lecturers’ 
judgements. 

Universities Scotland reported that universities would move toward online assessment 
where they can.  The Quality Assurance Agency has issued guidance to HEIs including 
some discussion of some of the possible approaches to assessment and awarding 
degrees.  The NUS at a UK level has written to Universities UK suggesting that HEIs take 
a “no-detriment” policy ensuring that no student loses out – in addition the NUS advocated 
giving students a choice in how they can be assessed where it is necessary.  This is 
discussed in another paper by the QAA. 

                                                
1 Ministerial letter of guidance 2019-20. 

https://www.sqa.org.uk/sqa/93822.html
https://www.sqa.org.uk/sqa/93822.html
https://www.sqa.org.uk/sqa/93822.html
https://www.universities-scotland.ac.uk/scotlands-universities-stay-open-and-introduce-measures-to-minimise-impact-of-covid-19-on-students-and-staff/
https://www.qaa.ac.uk/news-events/support-and-guidance-covid-19
https://www.nus.org.uk/en/news/press-releases/national-approach-needed-to-exams-assessment-and-no-detriment-policies-says-nus-/?load=12&top=2188
https://www.qaa.ac.uk/docs/qaa/guidance/no-detriment-policies-an-overview.pdf
http://www.sfc.ac.uk/web/FILES/AboutUs/SFC_Letter_of_Guidance_2019-20.pdf
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Universities Scotland has said that “every higher education institution in Scotland offers its 
students the reassurance that a criterion of fairness in assessment will be applied across 
the board.”  Each institution will set out how they will assess learning for different courses 
and at different levels.  Universities Scotland stated— 

“Universities need to maintain the integrity of their qualifications and that means that 
certain academic thresholds have to be met in order for students to progress. Some 
professional, statutory and regulatory bodies (PSRBs) have certain requirements 
that students must complete in order for the PSRB to recognise the degree. It is 
also in students’ interests to progress only when they have the skills and knowledge 
to succeed at the next level. 

Student mental health has been the subject of a project by NUS Scotland, Think Positive, 
for several years.  The project aims to find ways to support students experiencing mental ill 
health, tackle stigma and discrimination, and promote wellbeing in colleges and 
universities.  The University College London is undertaking a large-scale study looking at 
the “effects of the virus and social isolation measures on individuals”.  This is an ongoing 
study and the latest release (at the time of writing) stated that measures of anxiety and 
depression are above average levels and life satisfaction is lower. The Office for Students, 
the independent regulator for higher education in England, has produced advice on 
supporting student mental health.  This advice covers both support for the general student 
population and those that have a “declared mental health condition”. 

In early April, the Scottish Government announced a £5 million package of emergency 
financial support to help students in further and higher education who are facing hardship 
as a result of the outbreak. The SFC provides financial support to students studying further 
education courses in colleges and has brought forward £2m of “advance funding to support 
students experiencing financial hardship as a result of COVID-19”. 

Recently NUS Scotland has highlighted its concerns about students’ who would normally 
supplement their income with part-time work.  Liam McCabe, president of NUS Scotland 
said, “As they have lost that part-time work and there’s no guarantee that it will reappear in 
future, they’re also staring down the barrels of the end of SAAS payments for those in 
higher education courses.”  

The Scottish Government has produced advice for current international students.  This 
advice referred students to relevant organisations for support. 

NUS Scotland has also argued that the “disruption to education that the Coronavirus 
pandemic has caused is significant” and that students should have the opportunity to 
“retake this year of their qualifications, at no additional cost, while receiving full 
maintenance support” and for those that pay fees, “the governments across the UK must 
commit to writing off this year of their debt,  reimbursing this year of their fees”. A new 
petition (PE1807), which is currently collecting signatures, also calls for compensation for 
lost teaching time due to Covid 19 and the lecturers strikes in the current academic year. 

The Coronavirus (Scotland) (No.2) Bill was introduced on Monday 11 May 2020.  This Bill 
makes provisions to allow individuals to end tenancies early in Purpose Built Student 
Accommodation.   The Bill is time-limited and will allow students to terminate tenancies 
with a period of 7 days if the tenancy was agreed prior to the provisions coming into force 
and 28 days if the tenancy was agreed when the provisions of the Bill are in force. 

https://www.universities-scotland.ac.uk/wp-content/uploads/2020/05/FairAssessmentinScottishHEduringCOVID-19-v-1.0.pdf
https://www.thinkpositive.scot/about-2/
https://www.marchnetwork.org/research
https://www.officeforstudents.org.uk/media/f4e2522a-c1ba-42a2-9f86-6cc08d12ec3c/coronavirus-briefing-note-supporting-student-mental-health.pdf
https://www.officeforstudents.org.uk/media/f4e2522a-c1ba-42a2-9f86-6cc08d12ec3c/coronavirus-briefing-note-supporting-student-mental-health.pdf
https://www.gov.scot/news/extra-hardship-payments-for-students/
https://news.stv.tv/politics/covid-19-causing-ticking-time-bomb-of-student-deprivation?top
https://news.stv.tv/politics/covid-19-causing-ticking-time-bomb-of-student-deprivation?top
https://www.gov.scot/publications/coronavirus-covid-19-advice-for-international-students-april-2020/pages/overview/
https://www.nusconnect.org.uk/articles/we-need-a-student-safety-net
http://www.parliament.scot/GettingInvolved/Petitions/StudentCompensation
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The Committee may wish to explore— 

• What is the Scottish Government’s role in co-ordinating and supporting the 
College and University sectors to move to online teaching. 

• What work has the Scottish Government done to ascertain whether 
qualifications gained in the this year will have the same currency with 
employers, regulators and other educational institutions as previous years’ 
qualifications. 

• What is the responsibility of institutions to support students’ mental health 
during lockdown.  Is this a particular issue the Scottish Government has 
considered and, if so, how is it ensuring a co-ordinated and consistent 
support package from institutions and, for example, the NHS. 

• Any comments on the suggestions that students should be able to repeat 
years or receive refunds for any fees paid in the current financial year. 

THEME 2: FINANCE 

University finances 

The financial impact on Scottish universities has been highlighted by the sector.  There are 
a number of financial pressures on Scottish universities.  The immediate pressures are in 
relation to non-academic funding streams, such as halls of residence and cancellations of 
events, but the main financial risk the sector has identified is a potential loss of income 
from non-EU students.  The Times reported on 10 April2 that these pressures could cost 
the sector £500m in the current financial year and the Minister for Further Education, 
Higher Education and Science, Richard Lochhead MSP, also said “a drop of 50 per cent 
[of international students] could cost our education sector £400 million in lost income”.  A 
drop of intake of international undergraduate students would have recurring consequences 
for the duration of the course (around 4 years). 

The SFC published a briefing note on the financial impacts of the pandemic.  It said that 
the losses in the current academic year are estimated at around £72m, the losses of fee 
income could range between around £380m and £650m.  The SFC warned that “three 
universities are projecting to move into a negative cash position by the end of AY 2020-21” 
and that there are “15 universities showing net cash outflow from operating activities in AY 
2020-21.” 

The SFC identified the main negative financial impacts as— 

• Tuition fee contribution reductions in overseas, rUK and short course provision.  

• The fall in stock markets and pressures on the local and global economy leading to 
significant drops in regular donations and income from endowments.  

• Commercial income reductions from residence income, catering and sport.  

                                                
2 https://www.thetimes.co.uk/article/coronavirus-universities-facing-a-500m-shortfall-as-pandemic-costs-
mount-mh6qsbhch (pay-wall) 

http://www.parliament.scot/parliamentarybusiness/report.aspx?r=12610&i=114074&c=2253440#ScotParlOR
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=12610&i=114074&c=2253440#ScotParlOR
http://www.sfc.ac.uk/web/FILES/covid-19/SFC_briefing_note_-_COVID-19_Further_and_Higher_Education_Financial_Impacts.pdf
https://www.thetimes.co.uk/article/coronavirus-universities-facing-a-500m-shortfall-as-pandemic-costs-mount-mh6qsbhch
https://www.thetimes.co.uk/article/coronavirus-universities-facing-a-500m-shortfall-as-pandemic-costs-mount-mh6qsbhch
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• Research activities affected by closures.  

• Additional costs from IT and support costs to support online teaching, and 
assessment and feedback, along with contract costs associated with the suspension 
of work on campus redevelopment programmes. 

The SFC identified the following actions being taken by universities to mitigate the impact 
of these losses: 

• Deferring work on maintenance.  

• Deferring decisions on capital works. Furloughing staff through the UK Coronavirus 
Job Retention Scheme (CJRS); to date, mostly commercial staff and a small 
proportion of research staff only.  

• Implementing a recruitment freeze or mission-critical recruitment only, no salary 
increments, staff redeployment and possible redundancies, with a concern that this 
may be harmful to a university’s ability to recover and operate in future.  

• Restricting consumables spend to critical expenditure only.  

• Cost cutting reviews to identify savings across all areas of the business 

The UCU’s submission stated that it has commissioned a study into the impact of the 
pandemic on the UK’s HE sector in relation to student and fee income.  This found that at a 
UK level, there could be “a loss to the sector of £2.5bn, the loss of 30,000 directly 
employed university jobs and an additional 32,000 associated jobs.” At a Scottish level the 
forecast reduction in income would be £251m.  The UCU’s submission stated— 

“Already a number of universities have been in communication with staff about the 
likely impact, and putting these steps into place.  Measures being implemented to 
date include redundancies for fixed term contract staff and casual hourly paid staff, 
where contracts are not renewed, and the lockdown and dire economic climate 
means there is no prospects of redeployment, securing new grant funding, or other 
mitigation of redundancy.  Employers are also announcing that they are  canceling 
promotions; imposing pay freezes; restricting research leave;  suspending new 
appointments and halting recruitment; freezing re-grading; and furloughing  staff 
whose funding is not dependent on public money.” 

The most recent data for universities in Scotland indicate that the total fee income from 
non-EU students of Scottish universities in the academic year 2018-19 was £684m; this 
includes both undergraduate and post-graduate courses and was around 17% of the total 
income of the sector in that year.  Some universities receive more of this income than 
others. 
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Source: HESA 

Vicki Stott, Executive Director of Operations (Deputy CEO), QAA commented in a 
thoughtful blog on the future of the sector published on 24 April— 

“It is hard, from here, to see when international students may be able to come. 
There are few countries where end-of-year exams are taking place as normal. 
English language testing is almost at a standstill worldwide and visa processing at a 
crawl. Travel restrictions may be lifted and re-imposed according to the ebb and 
flow of the virus around the world, and that's even if airlines survive and flights are 
sufficiently flexible and affordable.” 

Audit Scotland’s 2019 report on universities’ finances stated: 

“While the sector overall is in good financial health, this masks significant variation 
across universities, and many sector-level indicators are disproportionately affected 
by the financial results of three of the four ancient universities. At an aggregate 
sector level, the operating position has remained broadly stable over the past four 
years, but six universities reported deficits every year. Between 2014-15 and 2017-
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https://www.audit-scotland.gov.uk/uploads/docs/report/2019/nr_190919_finances_universities.pdf
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18, the underlying position for the sector improved, but the position was worse for 
six universities.” 

An additional uncertainty for the university sector is the possible impact of Brexit on their 
student intake and finances.  Fulltime undergraduate EU students have, like Scottish 
domiciled students, had their fees paid by the Scottish Government.  The Scottish 
Government has committed to the continuation of this funding for those EU students who 
started their course in the current financial year or earlier, but it is unclear what the 
situation will be for the next financial year.  A recent FOI release indicated that the cost of 
funded places for EU students to the Scottish Government is around £97m per year. 
Another source of funding from the EU is research funding.  In 2018-19 over, Scottish 
universities received over £100m of funding for research from EU government bodies, 
charities, companies and other bodies.  Again, some universities receive more of this 
funding than others. 

During questions on 23 April 2020, The Minister for Further Education, Higher Education 
and Science, Richard Lochhead MSP, said that he was in regular contact with the UK 
Government to discuss potential options for support for universities.  In terms of the 
Scottish Government’s actions, he said— 

“The Scottish Government is ready to stand by our universities. We are exploring 
every avenue that is available to us to support our universities in getting through this 
and to avoid the potential [of financial failure of institutions] … They are meeting this 
challenge as best they can, but, of course, we still do not know the scale of it, which 
will become clearer over the coming weeks and months. That is why the Scottish 
Government has said that we will do everything that we can to support the sector.” 

Colleges’ Finances 

The SFC’s briefing note on financial sustainability also discusses the financial situation of 
Scotland’s Colleges.  For this academic year, the SFC reported that Scottish colleges face 
a loss of around £25 million due to Covid 19. It also said that all but three colleges are now 
forecasting deficits in this academic year. The impact next academic year is expected to be 
even more severe.  The SFC stated— 

“Fourteen colleges are forecasting negative net cash inflow from operating activities 
in AY 2019-20, up from nine last year. Across all colleges, the sector net cash inflow 
from operating activities as a proportion of total income has moved from 3% in the 
original forecast to 0% in the revised forecast for AY 2019-20. This measure 
provides an indication of the financial health of an institution in terms of its day-to-
day operations, as it does not include any items of non-cash expenditure (such as 
depreciation, amortisation and (most importantly) adjustments for pension liabilities), 
or income from and expenditure on financing activities.” 

The SFC also noted that Colleges’ finances would be better understood when “there is 
greater clarity about European Social Fund (ESF) activity targets (SFC can only claim ESF 
activity once the sector has delivered the core 116k FTE target) and income recognition for 
Flexible Workforce Development (FWDF) and Skills Development Scotland (SDS) 
funding.” 

https://www.gov.scot/publications/foi-202000017313/
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=12610&mode=pdf


 7 

Scottish Government and SFC actions 

The Scottish Government has set up a Further and Higher Education Ministerial 
Leadership Group, which includes stakeholders from across the sectors. 

The Scottish Government’s 2020-21 budget allocated £1085m of funding to Higher 
Education and £676m for Scotland’s colleges.  The Scottish Government has announced a 
one-off £75 million increase in funding for Scotland’s universities to ensure they can 
protect their world-leading research programmes against the financial impact of COVID-19. 

The SFC stated that it will be— 

• Continuing to track and assess financial impacts through a fluid and dynamic time.  

• Making funding allocations to bring stability and continuity, to enable staff to be paid, 
research to continue, and students to be supported.  

• Offering flexibility in reprofiling grant drawdowns to ease cashflow concerns where 
possible.  

• Providing additional guidance and joining up with other agencies to provide clarity 
where needed on programmes and funding.  

• Reviewing all our non-core funds to assess our ability to repurpose funds.  

• Exploring the use of Financial Transactions and shared missions with other funding 
bodies.  

• Keeping in close contact with the Scottish Government and UK counterparts and 
networks on potential support packages, and on the implications of interventions in 
further and higher education in rUK that affect Scotland. 

Members may wish to explore: 

• What is the assessment of any additional Scottish Government funding that 
might be required to support the university and college sectors.  For how 
many years is it likely that any additional funding be required. 

• How will the Scottish Government be supporting the sector in the coming 
year and what will be the priority areas or activities for financial support. 

• Whether the SFC has raised any concerns over the sustainability of the 
proportion of income of some institutions made up by fees of international 
students.   

• How uncertainties over the future relationship with the EU and other trading 
partners affects financial planning in both the college and university sectors. 

• What are the outcomes the Scottish Government would wish to see for any 
additional funding to support. 

• What discussions the Minister has had with counterparts in the UK 
Government on financial support for teaching and research or supporting 
access to markets. 

https://www.gov.scot/publications/further-and-higher-education-covid-19-ministerial-leadership-group/
https://www.gov.scot/publications/further-and-higher-education-covid-19-ministerial-leadership-group/
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THEME 3: PLANS AND ROLE FOR COLLEGES AND UNIVERSITIES 

Access to Courses, Teaching, Learning, and Research in 2020-21 

A key issue is how the post-16 sectors will respond to the exam diet in schools.  
Universities Scotland stated— 

“We have been working closely with SQA, as the qualifications body, since early 
March and we are confident that the alternative assessment will be a robust 
reflection of school leavers’ achievement and ability. Pupils should not worry unduly 
and take confidence in knowing that universities will be flexible when it comes to 
their application.” 

There have been concerns raised that some universities in the UK have sought to attract 
additional UK-domiciled students to make up for any lost income due to the expected drop-
off in international students.  This is the subject of a consultation by the Office for Students 
in relation to HEIs in England; the OfS is suggesting creating additional powers to prevent 
institutions in England from doing so.  The consultation stated— 

“The Office for Students, the [UK] government and Universities UK have expressed 
concerns that as a consequence of this anticipated reduction in income, individual 
providers may change their student recruitment strategies and seek to increase their 
domestic student intake. This conduct could destabilise the sector because 
providers that were successful in recruiting additional domestic students could draw 
students away from other providers, increasing the exposure of those other 
providers to significant financial risk at a time when they are already facing 
significant pressures.”  

In March 2020, colleges and universities moved to online teaching and learning.  Initial 
guidance to the sector from the QAA3 noted that some students may not have access to all 
of the IT equipment necessary and that “Online teaching is better suited to some types of 
subject and/or activities than others.” In a recent letter to universities, the QAA Scotland 
stated— 

“The sector's response to this crisis has been impressive. Institutions have swiftly 
adapted their provision and assessment practices in the transition from physical to 
online learning spaces. Senior academic managers, quality specialists, educational 
developers and learning technologists have readily shared their thinking, guidance 
and resources to support colleagues across the sector. Such displays of ingenuity 
and resilience have been particularly inspiring” 

It is unclear what teaching and learning at universities and colleges will look like in the next 
financial year.  In relation to universities and the debate in England, Vicki Stott, Executive 
Director of Operations (Deputy CEO), QAA said in a blog published on 24 April— 

“The range of discussion is broad: will the new university year begin in September? 
Will students be able to gather on campus in September but not attend lectures? Or 
will we have to continue remote teaching until January? If the year begins with 
remote teaching, how will it transition to on-site provision? Who will come to 
campus, and when? Do we have differential starts to the year with some online and 

                                                
3 COVID-19: INITIAL GUIDANCE FOR HIGHER EDUCATION PROVIDERS ON STANDARDS AND 
QUALITY Publication Date: 23 Mar 2020  (pdf) 
 

https://www.universities-scotland.ac.uk/sqa-examination-announcement-universities-scotland-comments/
https://www.officeforstudents.org.uk/publications/consultation-on-the-integrity-and-stability-of-the-english-higher-education-sector/
https://www.qaa.ac.uk/scotland/news-events/news/qaa-scotland-letter-to-the-sector
https://www.qaa.ac.uk/scotland/news-events/news/qaa-scotland-letter-to-the-sector
https://www.qaa.ac.uk/news-events/blog/covid-19-what-next-for-higher-education
https://www.qaa.ac.uk/docs/qaa/guidance/covid-19-initial-guidance-for-providers.pdf?sfvrsn=7a08ca81_8
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some on campus? Arriving whenever they can? How would a staggered cohort 
catch up? How would they ever integrate with each other (hard enough when 
everyone’s new together)? What message would this send to international students 
in particular?” 

Ms Stott from the QAA also noted that in adapting teaching and learning to the new 
circumstances, a concern is how this might “impact on academic standards and the quality 
not only of teaching and learning, but of students’ experience and how the sum of all that 
affects outcomes.” 

The Cabinet Secretary told the Committee on 6 May— 

“We have also been working closely with Scotland’s colleges and universities and 
we are supporting their incredible efforts to continue teaching and to continue the 
learning and research that will help us in our public health challenge and economic 
recovery. I am working with them to make the case to the United Kingdom 
Government about the investment that is needed to support our universities and 
colleges. Richard Lochhead has written to the UK Government on that matter, and 
we are prioritising financial support, where we can.” 

The SFC’s submission to the Committee provided some detail on the research activity 
currently taking place.  It said— 

“In relation to research, the transition to closed labs and home working has been 
achieved relatively smoothly in the university research sector, with a wide variation 
in research continuing. In subjects like chemistry, biology, general medicine, 
veterinary and physics (where access to labs or equipment is required) research 
activity is operating at roughly 20-30%; engineering, arts and humanities at around 
50-60%; with informatics and maths at around 90%.” 

Strategic aims 

The current strategic priorities of the university and college sectors and for the SFC are set 
out in the ministerial letters of guidance.  The SFC is The most recent guidance is for 
2019-20 and this set out 4 priorities for the Scottish Government. 

• The Learner: To provide the best student experience, seamlessly connected for 
learners of all ages and backgrounds. (Widening access is under this priority.) 

• The System: To provide high quality learning in a system where institutions work in 
partnership and demonstrate the highest standards of governance and financial 
accountability. 

• Research and Innovation: To support Scotland’s global reputation as a Science 
and Research Nation synonymous with high quality teaching, research, knowledge 
exchange and innovation.  

• The SFC – Strategic and Leadership Role: To operate as a highly effective public 
body, providing leadership and working in partnership with others to improve 
outcomes and support an inclusive and sustainable economy. 

The SFC’s submission stated— 

https://www.qaa.ac.uk/news-events/blog/covid-19-what-next-for-higher-education
http://www.sfc.ac.uk/web/FILES/AboutUs/SFC_Letter_of_Guidance_2019-20.pdf
http://www.sfc.ac.uk/web/FILES/AboutUs/SFC_Letter_of_Guidance_2019-20.pdf
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“Both colleges and universities will have an important role to play in the economic 
recovery as Scotland emerges into a new landscape post-COVID-19.  Their role in 
providing the skills and training required in an uncertain labour market will be more 
important than ever; while research and innovation will be fundamental to economic 
recovery.” 

The SFC’s Briefing note on the financial impacts of the pandemic says in relation to 
universities— 

“Universities face a unique external shock that stretches beyond their existing 
financial capacity to fix. If they are not supported with transitional funding and time 
to adjust we may lose key national assets and capabilities, including significant 
international connections. Without time to make the right decisions for Scotland, 
they may focus on institutional survival alone. They may make decisions with 
profound consequences for Scotland’s economic recovery, research and innovation 
base, prospects of meeting net zero carbon ambitions, and pipelines of talent for our 
future workforce. … 

“This is not about committing to the current arrangements or constructs – the sector 
and institutions will need to adapt and adjust. While we recognise that universities 
need time to do this, as this is a unique shock, a support package provides the 
opportunity to respond to global change, reconsider the contract between 
universities and public investment, the shape of provision, and re-establish what we 
need from universities and tertiary education within Scotland. “ 

The SFC made similar points in relation to colleges, describing them as key national 
assets which will be “instrumental in economic recovery strategies, working with the small 
and medium enterprise business base, upskilling and reskilling, and fulfilling their civic 
roles as local anchor institutions.”  The SFC also said that the response will not again not 
simply be seeking to commit to the current arrangements but, “the sector and institutions 
will need to adapt and adjust, to collaborate and to ensure we have a tertiary system that 
meets Scotland’s needs.” 

Members may wish to explore: 

• What are the plans for the number of places for Scottish domiciled students in 
colleges and universities in the next academic year. Is there any expected 
impact of the number of rUK students attending Scottish institutions of the 
pandemic. 

• What options are being discussed in Scotland for teaching and learning in the 
next academic year.  How will the sector maintain academic rigour, and 
supporting skills development under social distancing rules. 

• Should or can institutions’ change their research focus to areas of research 
which do not require access to labs.  What work is being undertaken to 
support lab-based research. 

• In the context the sectors not “committing to the current arrangements or 
constructs” will the strategic aims for the system be reconsidered.  How will 
the SFC and the Scottish Government consult upon and develop a renewed 
vision for Scotland’s universities and colleges. 
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• What is the Scottish Government’s position on the funding of new 
undergraduate EU Students? 

 
Ned Sharratt 
SPICe Research 
12 May 2020 
 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 
Parliament committees and clerking staff.  They provide focused information or respond 
to specific questions or areas of interest to committees and are not intended to offer 
comprehensive coverage of a subject area. 
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Education and Skills Committee 

12th Meeting, 2020 (Session 5), Wednesday 20 May 2020 

Covid- 19 response: Further and Higher Education  

Submissions pack 

The Committee has received a submission from the Scottish Government this has 
been reproduced below. 

• Scottish Government 

Links to the submissions which were reproduced in the papers from the meeting on 
the 15th May are noted below.  

• Scottish Funding Council 
• Colleges Scotland 
• EIS 
• Universities Scotland 
• UCU Scotland 
• NUS Scotland 

The NUS have carried out a survey with students on the effect of the coronavirus. A 
link to survey is here 
  

https://www.parliament.scot/S5_Education/General%20Documents/20200504Scottish_Funding_Council.pdf
https://www.parliament.scot/S5_Education/General%20Documents/20200512Colleges_Scotland.pdf
https://www.parliament.scot/S5_Education/General%20Documents/20200513EIS.pdf
https://www.parliament.scot/S5_Education/General%20Documents/20200512Universities_Scotland.pdf
https://www.parliament.scot/S5_Education/General%20Documents/20200511UCU_Scotland.pdf
https://www.parliament.scot/S5_Education/General%20Documents/20200513NUS_Scotland.pdf
https://www.parliament.scot/S5_Education/General%20Documents/20200423_NUS_Coronavirus_report_Scotland.pdf
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Scottish Government 
 
Minister for Further Education, Higher Education and Science 
T: 0300 244 4000 
E: scottish.ministers@gov.scot 
 
 
Claire Adamson MSP 
Convener of the Education and Skills Committee 
 
 
15 May 2020 
 
Dear Claire, 
 
Scotland can be very proud of its universities and colleges. Our universities global 
reputation ranks them among the very best in the world and our colleges deliver the 
critical skills needed for a vibrant economy. The COVID-19 emergency not only 
challenges their ability to deliver their core business currently, it threatens their 
financial future. Their sustainability is critical to how Scotland’s economy and society 
will respond to and renew itself after this immediate crisis. 
 
I am hugely proud of the contributions being made by Scotland’s colleges and 
universities in helping fight the coronavirus pandemic. Their leadership and 
willingness of staff, researchers and students to step up undoubtedly has been 
saving lives and helping the most vulnerable people in society. Clearly 
demonstrating just how important an asset they are to our society and our economy. 
 
We have throughout this emergency worked closely across the further and higher 
education sectors, with the Scottish Funding Council, with NUS Scotland and other 
unions and partners to quickly shape the actions needed to support our students and 
institutions. I have had repeated meetings with both groups of college and university 
principals to hear directly their issues and actions their institutions are taking in the 
face of this emergency. In addition, I welcome the ongoing regular contact with 
Universities Scotland and Colleges Scotland whose work has helped to shape and 
guide the response of government. 
 
I have established the Further and Higher Education Covid-19 Ministerial Leadership 
Group bringing together our agencies, representatives from community learning, 
colleges and universities, and the unions including the NUS. It has now met 4 times 
and provides a forum for us and our partners to develop collective leadership to 
short, medium- and long-term issues arising from the pandemic. 
 
The Deputy First Minister and I have been clear that the Scottish Government will do 
everything possible to ensure Scotland’s institutions remain world leaders and key 
drivers of the economy in the wake of the disruption around Covid-19.  
 
We announced a one-off £75 million increase in funding for Scotland’s universities 
on 6 May to protect their world-leading research against the financial impact of 
COVID-19.  This will secure the jobs and training needed to support ongoing and 
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future research work.  It will replace lost income, protect research jobs, and help 
universities focus more effort on the high priority research needed to fight the 
outbreak and to support society and the economy, post COVID-19. The details of the 
allocation by the Scottish Funding Council to individual universities will be subject to 
consultation with the sector.  
 
It is vital that funding decisions are taken now to support Scottish tertiary education. 
The UK Government package announced on 4th May is disappointing and falls short 
of recognising the full scale of the challenge facing our universities.  I have 
previously written to the UK Universities Minister setting out the challenges faced in 
Scotland and I attach a copy of this letter for the Committee’s information. Scottish 
Ministers will continue to press for an appropriate fiscal response from HM Treasury 
that supports our colleges and universities as key strategic assets, not only in the 
fight against Coronavirus, but in our economic and social recovery from it. I have 
also spoken with Gillian Keegan MP, the UK’s Minister for apprenticeships and skills 
with responsibility for FE. While we will pull together all support and resources we 
have at our disposal in Scotland considerable fiscal intervention by the UK 
Government is also required to protect these vital economic and social assets. 
 
It has of course been unsettling for all society but particularly stressful for our 
students already attending our colleges and universities and those considering 
taking up courses in the next academic year or those looking to enter the labour 
market at the end of this academic year. I am acutely aware of the particular 
concerns faced by international students, many of whom are still resident in 
Scotland. This emergency is having significant impacts across the student 
population: - financially, academically, socially and on their health, especially their 
mental health. We have been and will continue to work closely with NUS Scotland 
and across the sectors in considering all the challenges students face as a result of 
this pandemic. 
 
In April, the Scottish Government announced a £5m package to address the 
financial hardship immediately felt by some students and are continuing to work to 
make sure appropriate measures are in place to support students facing particular 
financial hardship.  
 
Issues regarding accommodation have been a particular concern for our students. 
Which is why early in this crisis I wrote to all college and university principals, and to 
the networks involving private student accommodation providers asking them to 
consider sympathetically those students who are remaining in accommodation and 
those seeking to break their agreements.  
 
It is also why notice periods for student accommodation are also to be introduced as 
part of a new Emergency coronavirus (Covid-19) Bill introduced this week. Subject to 
Parliament’s approval of the legislation, students currently tied to a contract in halls 
of residence or other purpose-built student accommodation will now be able to give 7 
days’ notice before ending leases and new agreements entered into by students, 
while the new Bill is in force, will have a ‘28-day notice to leave’ period.  
 
This measure will ensure that students entering into accommodation contracts for 
the next academic year, but who are unable to take up the accommodation due to 
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the ongoing Covid-19 restrictions will not be held liable for accommodation they are 
not using. 
 
I welcome the opportunity to discuss with the Committee the actions we have taken 
to date to deal with the Covid 19 pandemic and its effects on our universities, 
colleges, their students and staff and I look forward to offering more detail on our 
future plans to support the sector. 
 

RICHARD LOCHHEAD 
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Minister for Further Education, Higher Education and 

Science 

  

 

 

T: 0300 244 4000 
E: scottish.ministers@gov.scot 

 

 

 

Michelle Donelan MP 
Minister of State for Universities 
Department for Education 
20 Great Smith Street,  
Westminster 
London  
SW1P 3BT 

 

 
 
5 May 2020 
 
 
 
Dear Michelle, 
 
I am writing in response to the publication yesterday of the UK Government’s support 
package for universities.   I have really welcomed our close engagement on the issues facing 
the higher education sector where I have stressed the severe impact of Covid-19 on Scottish 
universities.  I am now writing to highlight the urgency of additional financial assistance to 
universities as institutions plan for the forthcoming academic year.  The need to further 
address the impacts is now essential to maintain the global excellence of our university 
sector. 
 
Scotland’s universities are world leaders and key drivers of the economy and are vital to not 
only the fight against Coronavirus, but in our economic and social recovery.    Scotland is 
home to four of the world's top 200 universities, more than any other country per head of 
population except for Switzerland.   Universities Scotland estimates that the university sector 
in Scotland generates around £7 billion in gross value added each year and employs almost 
50,000 staff directly.   Scotland has the highest percentage (23%) of international students of 
any of the four UK nations making the sector particularly vulnerable to the financial impacts 
of Covid-19. 
 
In addition to the pressures being placed upon the sector as a result of Covid-19 our 
universities also face being taken out of the EU against their will.  Membership of the EU has 
provided unparalleled access to research funding, partnerships, and the recruitment of 
international staff and students.  Leaving the EU will compound the financial challenges 
facing the sector.  Audit Scotland have suggested that the financial impact of leaving the EU 
on the sector in Scotland could be around £211 million and that alone was going to be very 
problematic.   
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Based on recent analysis by the Scottish Funding Council, which I promised to send you 
(see attached paper), we predict that the impact of Covid-19 in academic year 2019-20 alone 
will be around £72 million in lost income.  In academic year 2020-21, a reduction of between 
£384 million and £651 million is expected, a large part of which is due to the reduction in the 
numbers of international students.  All universities in Scotland will go into deficit.     
 
Scottish universities are key UK, as well as Scottish, strategic economic and social assets 
which we need to protect and be very careful about funding decisions taken now.   Our 
institutions are needing assurance on support packages in the coming weeks, in order to 
avoid decisions being taken on redundancies in June.    
 
The UK support package, while we would support aspects such as enhanced clearing and 
the research taskforce, is disappointing in that it has little to benefit Scottish institutions and 
this has been the reaction of our sector.   It is a missed opportunity to send a stronger signal 
that the UK Government recognises the importance of our universities and the scale of the 
challenge they face.   
 
We are putting together a support package based on our devolved responsibilities for our 
universities, and will equally be working with our colleges.   We have, for example, already 
announced additional and reprofiled resources for student hardship amounting to £5 million.  
We are also keen to work with you on maintaining and attracting international students.  We 
will look to make a decision soon on EU student fees for 2021/22.  We will also shortly 
announce additional research capital funding we are able to provide.  Any such investment 
by the Scottish Government, however, needs to be complemented by substantial UK 
financial support.   
 
Universities will continue, of course, to develop their own mitigating strategies to minimise 
negative impacts on their short, medium and long term financial sustainability.  As well as 
managing their own organisational response, institutions have been quick to make positive 
contributions to the wider challenge. This has ranged from the offer of premises, equipment, 
staff and students’ time and expertise to meet the challenges faced by our healthcare 
system, to wider societal offers, such as free learning resources and donations to foodbanks. 
But most important is the vital collaborative work being performed on identifying vaccines 
and other remedies. 
 
I should emphasise that all our institutions are open to change in how they can best 
contribute to the common good in the post-pandemic environment, they are open to how 
best to collaborate to achieve that efficiently and effectively, but that this needs to be a 
considered exploration, not an emergency response to institutional failure.  
 
I fully expect that the sector will play a leading role in our economic recovery as we emerge 
from the pandemic I therefore call on the UK Government to recognise the scale of the 
impact of Covid-19 on our universities and their critical role in supporting our economic 
recovery and work with us and the other devolved administrations on a further package of 
support across the UK.  
 
 
 

http://www.lobbying.scot/
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I am copying this letter to Gavin Williamson CBE MP, Secretary of State for Education, 
Alister Jack MP, Secretary of State for Scotland, Amanda Solloway MP, Minister for Science, 
Research and Innovation, Stephen Barclay MP, Chief Secretary to the Treasury, Gillian 
Keegan MP, Minister for Apprenticeships and Skills,  Kirsty Williams AM, Minister for 
Education, Wales and Diane Dodds MLA, Northern Ireland Economy Minister as I hope the 
attached analysis paper is also of interest to them.  

Yours sincerely, 

RICHARD LOCHHEAD 

http://www.lobbying.scot/
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COVID-19 Further and Higher Education Financial Impacts 

University sector 

 

 In this Academic Year (AY) 2019-20, Scottish universities face a loss of around £72 million due to 
COVID-19 

 In optimistic scenario one, where the normal intake of new international students drops by half, 
Scottish universities face a collective operating deficit of £383.5 million in AY 2020-21.  

 In pessimistic scenario two, if there is a complete drop in new international students in AY 2020-21, 
universities could face an operating deficit of £651 million. 

 Even allowing for some new and returning international students, and further mitigating actions by 
institutions, we might still expect a significant deficit of at least £450-500 million.   

 COVID-19 will have cumulative, multi-year impacts well beyond AY 2020-21. 

 All 18 Scottish universities will go into deficit in AY 2020-21 (analysis does not include OU Scotland) 

 While there are sector-wide COVID-19 impacts, each institution will be affected differently.      
 

 
1. The COVID-19 crisis presents a unique and significant external shock to the higher education system 

in Scotland and it is unlikely that the scale of losses in Academic Year (AY) 2020-21 can be bridged by 
universities at their own hand. We expect COVID-19 will have cumulative, multi-year impacts: 

 
 The OBR calculates that education will take the single hardest hit, with 90% of output affected. 
 The higher education sector across the UK is particularly exposed to a fall in international 

students compared to other countries, as international students account for a higher proportion 
of our student bodies than most other countries. 

 The current funding arrangements in Scotland have encouraged the growth of international and 
rUK students to cross-subsidise home student tuition, research activities and PhD students that 
are not funded at full economic cost. 

 
2. We asked universities to tell us their overall financial position if there was a 50% reduction in new 

international student intakes and a reduction of 30% in international students continuing studies for 
AY 2020-21.  Many universities are modelling 100% reductions in new intakes. Beyond the next AY, 
there are cumulative annual effects from reduced international student intakes, with many 
institutions modelling 25-50% reductions in new intakes in 2021-22; 10-25% reductions in 2022-23; 
and 5-10% reductions in 2023-24. This is a dynamic situation and universities will be considering 
further mitigation strategies as it evolves. Their governing bodies will start making decisions about 
budgets and staffing for 2020-21 from mid-May.    

 
3. In AY 2019-20 the sector’s overall operating position is expected to reduce by £72 million on pre-

COVID19 forecasts, to a surplus of £166.5 million.  However, based on scenario one (50% drop in new 
international intakes) this position is expected to deteriorate further in AY 2020-21 to an operating 
deficit of £383.5 million, a reduction of £550 million from the previous year after accounting for a 
small USS credit in that year. Nine universities had projected deficits before the COVID-19 outbreak. 
This has increased to 12 in the revised forecast for AY 2019-20 and it is anticipated that 18 
universities will report deficits in AY 2020-21 (our assessment does not include Open University 
Scotland).  Scenario two (100% drop in new international student intakes) would result in a further 
reduction of £267.7 million, increasing the sector operating deficit to £651 million in AY 2020-21. 
Even allowing for some new and returning international students, and further mitigating actions from 
institutions, we might still expect a significant deficit of at least £450-500 million.  

http://www.sfc.ac.uk/
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4. The main negative financial impacts on surpluses relate to: 
 

 Tuition fee contribution reductions in overseas, rUK and short course provision. 
 The fall in stock markets and pressures on the local and global economy leading to significant 

drops in regular donations and income from endowments. 
 Commercial income reductions from residence income, catering and sport. 
 Research activities affected by closures. 
 Additional costs from IT and support costs to support online teaching, and assessment and 

feedback, along with contract costs associated with the suspension of work on campus 
redevelopment programmes. 

 
We have yet to capture fully how overseas campuses affect an institution’s financial position.   
 

5. Based on scenario one (50% drop in international intakes), sector cash balances are forecast to 
deteriorate by £636 million (42%) to £877 million by July 2021. Cash balances would deteriorate by 
60% to £609 million under scenario two (100% reduction in new international student intakes). 

  
6. Three universities are projecting to move into a negative cash position by the end of AY 2020-21.  

The forecast net overdraft position for the three institutions amounts to around £54 million. Cash 
balances may be artificially inflated by unspent funds, for example, unspent borrowing for capital 
projects. Universities will have borrowed for different purposes. For some, their borrowing will be 
tied to their capital programme, and therefore this borrowing cannot be used to sustain operations. 
That is a condition of borrowing with some lenders. So the cash position of institutions needs to be 
set in the context of their inability to vire cash to sustain their operations without their lender’s 
permission. 

 
7. Five universities are forecasting negative net cash inflow from operating activities (pre COVID-19: 

two universities) and this increases to 15 universities showing net cash outflow from operating 
activities in AY 2020-21.  

 
8. Across all universities, the sector net cash inflow from operating activities as a proportion of total 

income (a measure that captures the financial health of an institution in terms of its day-to-day 
operations) has moved from +4% in the pre-COVID forecast to +3% in the revised forecast for AY 
2019-20. This reduces to -4% in AY 2020-21.  This ratio would deteriorate to -12% on the basis of a 
100% reduction in new international intakes.  

 
9. Borrowing at the end of AY 2019-20 is forecast to increase from £1,687 million pre-COVID to £1,740 

million, with five universities forecasting additional borrowing in the current year. In AY 2020-21, 
borrowing is forecast to increase by £20 million to £1,760 million with four universities undertaking 
additional borrowing. Sector borrowing is forecast to increase from 40% of total income in AY 2019-
20 prior to COVID-19 to 45% of total income by the end of AY 2020-21. 

 
10. In terms of other major uncertainties, liability for paused research projects remains unclear and 

universities are uncertain about the impact of COVID-19 on rUK and EU numbers, and whether 
funding for EU students will continue in future years. Some institutions have not factored in 
reductions in accommodation income in 2020-21 as they expect rooms may be filled by second and 
third year returning students. Universities also project a reduction in income, donations and 
endowments over the planning period.  

http://www.sfc.ac.uk/
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11. Mitigations to date include: 

 
 Deferring work on maintenance. 
 Deferring decisions on capital works. 
 Furloughing staff through the UK Coronavirus Job Retention Scheme (CJRS); to date, mostly 

commercial staff and a small proportion of research staff only. 
 Implementing a recruitment freeze or mission-critical recruitment only, no salary increments, 

staff redeployment and possible redundancies, with a concern that this may be harmful to a 
university’s ability to recover and operate in future.   

 Restricting consumables spend to critical expenditure only. 
 Cost cutting reviews to identify savings across all areas of the business. 

 
12. Several universities have highlighted that cash levels could become critical towards the end of AY 

2020-21. For some this is despite taking mitigating actions and for others it is due to concerns that 
mitigating actions will not produce the planned results. Some are planning to use revolving credit 
facilities to provide cashflow support in the short to medium term. In addition, some universities will 
seek to access the UK COVID Corporate Finance Facility (CCFF) and/or the Coronavirus Large Business 
Interruption Loan Scheme. 

 
13. Many institutions have indicated that it is likely that covenants will be breached, particularly in AY 

2020-21 and have engaged at an early stage with lenders, including developing an understanding of 
the additional facilities that may be available. Indeed, short term CCFF and revolving credit facilities 
may lead to breaches in financial covenants. In the absence of agreement on covenant changes, 
universities may seek further medium term borrowing within financial covenant restrictions, 
although this would come at a higher cost. 

 
Impact on research 

14. Research in universities is, in general, undertaken at a financial loss, in that the funding of research 
rarely covers the full economic costs (FEC) of doing the research.  For example, the UKRI Research 
Councils fund at no more than 80% of FEC. While the quality-related funding (the Research 
Excellence Grant) from SFC assists, our funding is also used to support new research areas and the 
training of PhD students, giving an overall sectoral recovery of research costs in Scotland of 78% of 
FEC.  The balance of costs (£366M in AY 2017/18) is supported, typically, from the profits from 
international student fees. So, a drop in international students affects research activity.  

 
15. SFC is carrying out a survey of Scottish universities to assess the immediate and longer term impacts 

of the COVID-19 emergency on research. At the halfway point of the survey, we know that the 
transition to closed labs and home working has been achieved smoothly, with a wide variation in 
research continuing. In subjects like chemistry, biology, general medicine, veterinary and physics 
(where access to labs or equipment is required) research activity is operating at roughly 20-30%; 
engineering, arts and humanities at around 50-60%; with informatics and maths at around 90%. 
Activity will decrease as tasks that can be performed remotely are completed. In the short term, the 
main impacts are cash-flow from paused grants; disrupted recruitment and inhibited staff retention; 
and the interruption of research.  This is likely to be compounded by significant falls in annual 
funding from charities and industry, amounting to tens of millions of pounds of research funding. 

 
16. In the medium term, predicted impacts are a significant loss of research momentum, a reduction in 

the volume of new research grant awards from some funders and the creation of a “lost generation” 
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of PhD students and post-docs whose work will be blighted.  In the longer term, universities are 
highlighting the impact from the start of the new AY being a varied, but in the case of our research 
intensive universities dramatic and sustained, risk to research capacity which, if not externally 
compensated for, will lead to hard sustainability choices being faced by universities, a loss of capacity 
and reputation, and a more limited ability to contribute to the post COVID-19 economic recovery. An 
unmanaged, significant reduction in research capacity, could lead to many staff losses and we may 
lose the ability to prioritise research and innovation that matters to Scotland’s future. A more 
strategic, managed reshaping of the research base, over several years would help to preserve key 
activities that matter. 

 
17. In addition, the full impacts of the end of the transition period following Brexit are still unknown as it 

is still not clear whether the UK will associate to Horizon Europe or otherwise secure partial access to 
EU research and mobility programmes. The combined effects of Brexit and COVID-19 on research 
funding and mobility will place Scottish universities in a particularly challenging position. 

 
18. The UK Government’s CJRS furloughing scheme is being used though, at the time of writing, some 

ambiguity remains in the applicability of that to the researchers supported by UKRI.  SFC is open to 
the potential to re-profile our core grants, including REG, to ease cash-flow as we enter the new AY. 

 
Why should we help universities? 

 
19. Universities face a unique external shock that stretches beyond their existing financial capacity to fix. 

If they are not supported with transitional funding and time to adjust we may lose key national assets 
and capabilities, including significant international connections. Without time to make the right 
decisions for Scotland, they may focus on institutional survival alone. They may make decisions with 
profound consequences for Scotland’s economic recovery, research and innovation base, prospects 
of meeting net zero carbon ambitions, and pipelines of talent for our future workforce. 
 

20. It is unlikely that the international student market will bounce back quickly or in its pre-COVID form, 
but we must not assume it is lost entirely. Scottish higher education institutions have an outstanding 
international reputation, and if Scotland can remain a safe, clean, attractive place to study and 
research, and if young people from India and China, and many other countries, continue to want to 
study abroad, then there is potential for recovery in the international market. There will be a growth 
in on-line and remote learning and research collaborations, and we need to reconsider a model that 
is so highly geared to international and rUK student income, but we should assume that, in time, 
people from other countries will want to come to Scotland to study and work. This is why bridging 
support matters – to enable a re-growth of such important international connections that matter for 
our society, economic prosperity, and student experience. 

 
21. This is not about committing to the current arrangements or constructs – the sector and institutions 

will need to adapt and adjust. While we recognise that universities need time to do this, as this is a 
unique shock, a support package provides the opportunity to respond to global change, reconsider 
the contract between universities and public investment, the shape of provision, and re-establish 
what we need from universities and tertiary education within Scotland. 
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College sector 

 

 For this AY2019-20, Scottish colleges face a loss of around £25 million due to COVID-19 

 All but three colleges are now forecasting deficits in AY 2019-20. 

 The impact in AY 2020-21 is expected to be even more severe. 

 
 
22. We are working with colleges to establish more accurate forecasts. The full financial impact will be 

better understood when there is greater clarity about European Social Fund (ESF) activity targets 
(SFC can only claim ESF activity once the sector has delivered the core 116k FTE target) and income 
recognition for Flexible Workforce Development (FWDF) and Skills Development Scotland (SDS) 
funding. Several colleges have reported shortfalls against core activity and ESF targets, mostly related 
to the COVID-19 outbreak. We are encouraging colleges to account for all relevant remote activity for 
2019-20 against targets. In addition, colleges have yet to reflect the full potential impact of accessing 
the UK Coronavirus Job Retention Scheme (CJRS) and approaches currently vary across the sector. 

   
23. The financial position of colleges was already challenging pre-COVID. The impact of the COVID-19 

outbreak on colleges’ financial sustainability is significant. The 2019-20 sector adjusted operating 
position is expected to move from a near break-even position to a deficit of £25 million. Six 
colleges had projected deficits pre-COVID; however, only three colleges (two of which are non-
incorporated) are now forecasting surpluses. Many colleges believe the impact in 2020-21 will be 
more severe.  

 
24. The main COVID-19 financial impacts include lower income from the following funding streams: ESF; 

FWDF; tuition fees and education contracts; SDS; nursery; accommodation; catering; short-courses 
including evening classes; and other commercial activity including international income. 

 
25. The majority of colleges’ costs are staff costs which continue to be met for the most part, subject to 

greater consideration of successfully accessing the CJRS for the portion of college activity that is not 
supported by public funds. Colleges will generate savings in these areas: academic materials and 
consumables; utilities; property costs; photocopying; and travel and subsistence. They are incurring 
additional costs related to online learning and remote working.  Student support does not appear to 
be a cost pressure on the basis of the information returned to us. Repurposing student support funds 
to hardship funds seems to have helped address this particular cost pressure, although we are 
keeping this under constant review. 

 
26. Sector cash balances are expected to move from £40.8 million (FFR) to £28.4 million (MYR) by the 

end of AY 2019-20. Six colleges are projecting to move into a negative cash position by the end of the 
AY.  The net overdraft position for the six colleges amounts to around £3 million, noting that cash 
balances may be artificially inflated by unspent funds, for example, from high priority maintenance 
funds.  

 
27. Fourteen colleges are forecasting negative net cash inflow from operating activities in AY 2019-20, up 

from nine last year. Across all colleges, the sector net cash inflow from operating activities as a 
proportion of total income has moved from 3% in the original forecast to 0% in the revised forecast 
for AY 2019-20. This measure provides an indication of the financial health of an institution in terms 
of its day-to-day operations, as it does not include any items of non-cash expenditure (such as 
depreciation, amortisation and (most importantly) adjustments for pension liabilities), or income 
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from and expenditure on financing activities. 
 

28. Several colleges have delayed the implementation of voluntary severance programmes as a result of 
the pandemic. These programmes were being taken forward by colleges in order to secure their 
financial sustainability prior to the outbreak of COVID-19. 

 
29. Further mitigating actions that colleges may consider to address liquidity challenges include 

requesting banks to delay loan repayments on pre-April 2014 loans, seeking Time to Pay agreements 
for HMRC tax, and deferring VAT payments, in line with HMRC guidance.  At this point, no college has 
referred to bank covenants being breached.    

  
Why should we help colleges? 

 
30. While the college sector does not face the same absolute scale of impact compared to the university 

sector, Scottish colleges do not have the range of financing options available to universities, so their 
position could also be critical. Most immediately, there needs to be greater clarity about European 
Social Fund (ESF) arrangements, income recognition for Flexible Workforce Development (FWDF) and 
Skills Development Scotland (SDS) funding. 
 

31. If colleges are not supported and given time to adjust we may lose key national assets and 
capabilities. Colleges will be instrumental in economic recovery strategies, working with the small 
and medium enterprise business base, upskilling and reskilling, and fulfilling their civic roles as local 
anchor institutions.  
 

32. This is not about committing to the current arrangements – the sector and institutions will need to 
adapt and adjust, to collaborate and to ensure we have a tertiary system that meets Scotland’s 
needs.  

 
 

What SFC is doing on financial sustainability 
 

 Continuing to track and assess financial impacts through a fluid and dynamic time. 

 Making funding allocations to bring stability and continuity, to enable staff to be paid, research to 
continue, and students to be supported. 

 Offering flexibility in reprofiling grant drawdowns to ease cashflow concerns where possible. 

 Providing additional guidance and joining up with other agencies to provide clarity where needed 
on programmes and funding. 

 Reviewing all our non-core funds to assess our ability to repurpose funds. 

 Exploring the use of Financial Transactions and shared missions with other funding bodies. 

 Keeping in close contact with the Scottish Government and UK counterparts and networks on 
potential support packages, and on the implications of interventions in further and higher 
education in rUK that affect Scotland.  
 

 
 

Scottish Funding Council, 29 April 2020 

http://www.sfc.ac.uk/
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