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 3 December 2018 
 
 
 
 
Dear Convener, 
 
SCOTLAND’S COLLEGES 2018 
 
Thank you for your letter of 1 November 2018 following the Committee’s consideration of the 
Audit Scotland Colleges 2018 report. In your letter you sought clarification on lines of 
responsibility in respect of the performance of individual colleges and their use of funds.   
 
At the Committee consideration of this report on 4 October 2018, Paul Johnston and Aileen 
McKechnie agreed to provide further information on two additional matters: the impact of 
early regional harmonisation of staff pay; and Foundation Apprenticeships (FA), including in 
relation to activity in Dundee.  This letter also provides that additional information.  I thank 
Committee for the opportunity to clarify these matters.   
 
Responsibility for College Performance  
 
The current Framework Document between the Scottish Government (SG) and the Scottish 
Funding Council (SFC) sets out the key roles and responsibilities of the SG and SFC in 
relation to the accountability and governance framework and confirms that Scottish Ministers 
are accountable to the Scottish Parliament for the operation and performance of the SFC 
and its use of resources.  
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The Framework Document notes the designation of the SFC’s Chief Executive (CE) as 
Accountable Officer for the SFC and, as such, the CE is personally answerable to the 
Scottish Parliament for ensuring SFC conforms to the requirements of propriety and good 
financial management. 
 
In that context and taking account of the accountability arrangements which I will now 
outline, the SFC has responsibility for the specific areas listed in your letter: 
 

 Monitoring the performance of colleges against the Outcome Agreements; 

 Monitoring the use of funds by individual colleges to ensure that they are being used to 
educate and support students and support the local economy; and 

 Addressing poor performance by individual colleges in the use of funds. 
 
The SFC’s main statutory duties are outlined in the Framework Document which in turn 
refers to the Financial Memorandum (FM) between SFC and each of the fundable bodies in 
the college sector.  The FM sets out the formal relationship between the SFC and colleges 
(and Regional Strategic Bodies) and the requirements with which they must comply as a 
term and condition of grant from the SFC. 
 
The FM also makes clear that SFC is accountable to Scottish Ministers for the use of public 
funds provided to it under the terms of the relevant legislation.  The FM states that the Chief 
Executive of the SFC has been appointed Accountable Officer for the SFC, under the terms 
of the Public Finance and Accountability (Scotland) Act 2000.   
 
Colleges’ Chief Executive Officers also have a responsibility to inform SFC’s Accountable 
Officer of any circumstance that is having, or is likely to have, a significant adverse effect on 
their college’s ability to deliver its education programmes, research and related activity, 
including delivery of the Outcome Agreement with SFC.   
 
Importantly, the FM recognises that colleges are autonomous bodies and that the SFC will at 
all times seek to work with colleges in a spirit of partnership.  The aim of that partnership is 
to help colleges to deliver their strategic priorities through an Outcome Agreement with the 
SFC and ensure that the  SFC can deliver its priorities and undertake its statutory and other 
functions.  While the SFC will rely on data and information that the institution has produced 
to meet its own needs, it will also request financial management and other information from 
colleges. 
 
A requirement of the FM is that colleges must comply  with the principles of good 
governance as set out in the Code of Good Governance for Scotland’s Colleges. The Chief 
Executive of the SFC relies on Colleges applying these principles to meet his or her 
accountable officer responsibilities.  
 
Where the SFC has concerns or has insufficient information to provide the assurance 
required, it will, in the first instance, seek to resolve matters with the College’s Chief 
Executive Officer.  Where this has not proved possible, or in the case of significant concerns, 
SFC’s Chief Executive will inform the chair of the governing body and the institution’s Chief 
Executive Officer and will specify what action is required to address these concerns.  
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The priorities of the Scottish Government are communicated through an annual letter of 
guidance from the Minister for Further and Higher Education and Science and by close 
engagement between the SFC and SG.  Separately, SFC report to SG on a quarterly basis 
on current risks within the college sector, focussing on: Finance & Governance, Activity, and 
Learning & Teaching.  This process ensures a regular and effective monitoring mechanism 
between SFC and SG and no duplication of activity.  
 
The SG is also responsible for the appointment and appraisal of regional Chairs on behalf of 
Ministers.  The Chair of the governing body (for our regional colleges) plays a critical role in 
ensuring delivery of the priorities set by Scottish Ministers and in ensuring that public bodies 
commit funds in pursuit of these goals both effectively and efficiently.  The SG organises 
annual engagements with all the regional Chairs, the SFC and the sector support bodies 
(Colleges Scotland and Colleges Development Network) to maintain close lines of 
communication and ensure mutual understanding of key priorities.  
 
Financial Detriment Following Early Regional Harmonisation  
 
I understand that concerns were raised at Committee on 4 October about the allocation of 
funding to support the costs of National Bargaining.  Some Committee members felt that this 
approach penalised colleges that had exhibited good governance by harmonising regionally 
at the time of merger.  My officials undertook to consider this issue and respond to the 
Committee. 
 
I have taken advice from the SFC in relation to both the two specific colleges cited at 
Committee, and the wider sectoral impact.  SFC has confirmed that this issue is one that 
they have discussed with several colleges over the past year, including the two colleges 
cited at Committee. 
 
As was discussed at the Committee meeting, the approach taken to meeting the costs of 
national bargaining has had to strike a balance between financial sustainability and 
maintaining a clear link between the volume of teaching delivered and funding.  I am assured 
that the SFC has struck the right balance at this point in time and that it has been fully 
transparent throughout.  I also support the SFC’s intention to remove these temporary 
arrangements as quickly as possible. 
 
I do recognise that colleges which agreed local settlements to harmonise terms and 
conditions at the time of regional mergers will feel aggrieved at the outcomes of the national 
bargaining process.  That said, the decisions taken by college boards at the time of merger 
were taken in the full understanding of the financial context and were affordable for the 
institutions at that time.  I am advised by the SFC that any attempt to resolve this issue 
retrospectively would have significant cost implications for the sector and would contravene 
the basic principle of funding at the time of need. 
 
In the current challenging fiscal environment, the Government cannot commit to such levels 
of additional funding on top of the already significant increase provided to colleges in 
2018/19.  The current method of funding national bargaining is the most cost effective way of 
covering these costs in the transition period. 
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Whilst I do recognise that the temporary funding methodology introduced to meet national 
bargaining costs is necessary for the duration of implementation, I believe that it is not, 
however, the basis on which colleges should be funded in the longer term.  I would, 
therefore, support SFC’s aspiration to return to a price times volume funding methodology 
that funds regions in a consistent and comparable way as soon as possible after 
harmonisation is complete (2020-21 and beyond).  I am happy, therefore, to undertake to 
consider with SFC, in the light of funding available in these years and the need for 
institutional sustainability, the speediest possible return to that method of funding, which will 
provide an equitable funding allocation across the sector going forward.  
 
Foundation Apprenticeships  
 
As was discussed on 4 October, the scale and nature of the expansion of Foundation 
Apprenticeships (FAs) requires change across the wider education system and this, 
naturally, presents challenges given it is a new qualification being introduced to the senior 
phase curriculum.  FAs respond to our ambition to embed work-based learning as a more 
systematic and credible component of the senior phase curriculum.  
 
Committee members asked about the Government’s approach to FA delivery, given the 
apparent underperformance against the Dundee Local Authority area FA target.  It should be 
noted that there are no individual performance targets at Local Authority level in relation to 
the expansion of our FA programme.  My officials will be able to provide a definitive update 
on FA progress after the official statistics are published towards the end of this year – I will 
ensure these are shared with Committee members.  
 
While I am unable to confirm the FA numbers in Dundee provided by Committee at this time, 
I understand that a consortium has recently been established comprising key stakeholder 
partners, including Dundee and Angus College, both local authorities, the DYW regional 
group, Skills Development Scotland CIAG1 teams and all secondary schools in the Dundee 
and Angus region to work on improving uptake rates.  I am advised that Dundee and Angus 
College is fully committed to expansion of the FA programme; is working closely with the 
local authorities and other local interests to increase the uptake; and is, separately, investing 
in dedicated resources to increase awareness and support the growth of the FA programme. 
 
Our FA ambition is to continue the expansion of making up to 5000 FAs available across 
Scotland by the end of 2020 to equip more young people at school with industry-recognised 
qualifications, skills and the practical experience that industry needs, both now and in the 
future.  We will continue to work closely with Skills Development Scotland to further promote 
the FA programme within schools and to parents/carers, teachers and others with an 
interest.  Our ambition relies on a combination of a number of critical success factors, 
including the mobilisation of a range of delivery partners on both a regional and national 
basis, and perhaps most importantly developing the credibility and value of FAs with pupils 
and their parents.  We are very aware that growth in this area requires pupils to choose to 
study this qualification instead of another. 
 

                                            
1 Careers Information, Advice and Guidance 
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We will continue to monitor progress through our Developing the Young Workforce 
Programme Board; and we continue to work closely with a wide range of partners – 
employers, colleges and the wider education system, including learners and parents/carers – 
all of whom have a crucial role to play in successfully supporting the expansion of FAs. 
 
If there is further information you would like me to provide, please do let me know and I will 
ask my officials to assist.  
 
Yours sincerely, 
 

 
Richard Lochhead 
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