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Enterprise and Lifelong Learning Committee

Meeting 1 November 2000

Budget Process Stage 2

The Enterprise and Lifelong Learning Committee Meetings of 5th April and 3rd May
2000 heard oral evidence from the Deputy Minister and his officials on Stage I of the
2000/2001 Budget Process.  The Committee's comments on Stage 1 were
considered by the Scottish Executive and its response is attached.

Stage 2 of the 2001/02 Budget Process was due to start by 20 September, but the
allocation of extra funds assigned to the Scottish Consolidated Fund as part of the
comprehensive spending review has delayed the process. Nicol Stephen, Deputy
Minister for Enterprise and Lifelong Learning, will attend the meeting on the 1st

November to answer questions on the Stage 2 budget and expenditure proposals.
This provides the committee with the opportunity to assess the expenditure
proposals to see whether the Executive has incorporated the views expressed in the
Budget Stage 1 committee report, and to assess the impact of the comprehensive
spending review.

'Making a Difference for Scotland' marked the beginning of the Stage 2 process and
outlined the Key Policy Priorities and Spending Plans for the Enterprise and Lifelong
Learning Department.  This can be accessed on the Scottish Executive website at
http://www.scotland.gov.uk/library3/government/mad-05.asp. Also attached is the
SPICe Briefing Paper: 'Enterprise and Lifelong Learning Department Spending Plans
2001/02 to 2003/4' which analyses what has changed between Stages 1 and 2
including the Comprehensive Spending Review.

Following the meeting, the Committee must report to the Finance Committee with its
comments and indicate whether it is content with the expenditure proposals.  If not
content with the proposals, then a proposal should be made to the Finance
Committee detailing how the Departmental budget should be amended. This will
need to be agreed at the meeting of the Committee on 8 November.

In addition, the Finance Committee, noting that committees' discussions on strategic
aims of Departments at Budget Stage 1 did not happen this year, has therefore
decided to conduct an autumn review of the Budget process in preparation for next
year.  It was recommended that conveners were involved in this review and it is
anticipated that a paper will be prepared and a letter to subject committee conveners
from Mike Watson is expected shortly.

For members' information, please find included herewith:
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1. Key Policy Priorities and Spending Plans of the Enterprise and Lifelong
Learning Committee (pages 12-13) from the Making a Difference for Scotland
paper.

2. Letter from Scottish Executive dated 27 September 2000 responding to
Committee recommendations.

3. SPICe briefing: Enterprise and Lifelong Learning Department Spending Plans
2001/02 to 2003/4

Simon Watkins
Clerk
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Deputy Minister for Enterprise & Lifelong Learning
Nicol Stephen MSP

John Swinney Esq MSP
Convenor
Enterprise and Lifelong Learning Committee
The Scottish Parliament
Edinburgh
EH99 1SP

Meridian Court
5 Cadogan Street
Glasgow G2 6AT

Telephone: 0131-556 8400
scottish.ministers@scotland.gov.uk

  September 2000

ENTERPRISE AND LIFELONG LEARNING COMMITTEE’S REPORT TO THE
FINANCE COMMITTEE ON THE BUDGET PROCESS 2000-01 TO 2001-02

In its report on Stage 1 of the 2001-02 budget process the Finance Committee included a
recommendation that the Executive responds generally to each of the subject committees’ reports
prior to the announcement of the Stage 2 expenditure proposals.  I am now writing in response to that
recommendation and offer the following comments on the recommendations contained in the
Enterprise and Lifelong Learning Committee’s report to the Finance Committee.

Summary of recommendations

1.  The Committee is minded to suggest to the Enterprise and Lifelong Learning Department
that appropriate consultation be undertaken [with those organisations and individuals affected by
funding from ELLD], in both the current year and in future years, and that the responses to
that consultation be made available to the Committee.

As part of the annual budgeting exercise, the Department engages in a process of consultation and
discussion with funded bodies, organisations and groups responsible for delivering the Government’s
agenda.  Clearly there are implications in terms of timing and resources if we are to formalise these
arrangements and make the outcomes available to the Committee to consider as part of the budget
process. We believe the issue is, however, worthy of further consideration and suggest it would seem
to be an appropriate matter for inclusion in the full review of budget process which the Finance
Committee intends to conduct in the late autumn.

2.  The Committee recommends that in future the Scottish Executive be invited to provide
figures in both cash and real terms  both at the outset of, and throughout, the budget process.

3.  The Committee recommends that information is provided down to the next level of
expenditure (level 4), during the first phase of the budget examination.  The Committee also
recommends that the Executive considers producing information in a more accessible format,
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perhaps in electronic form, where those accessing a document could “drill down” to the
required level.

These issues, concerning cash and real terms tables, the levels at which such information should be
available, and the ease of access to such information are matters which the Finance Committee have
also raised and are all for inclusion in the autumn review of the budget process.  As you know, I also
found it helpful that figures were provided (following the Committee’s request) in both cash and real
terms.

4.  The Committee recommends that, in future, where there is a significant change in budget
for any area from previous years, the Executive provides details of the reasons for the change.

We agree that significant changes in budget should be explained in the supporting narrative for the
expenditure tables.

5.  The Committee recommends that information provided throughout the budget process
takes account of all known changes, and is as up to date as possible.

 and later

6.  The Committee recommends that any known changes to funding should be reflected in
figures provided to Committees at the earliest opportunity.

These recommendations reflect the concern that there were some significant omissions from
‘Investing in You’ in terms of up to date budget information.  I fully accept that we should ensure
expenditure figures are as accurate and up to date as possible.  There will always be a time gap
created by the cut-off date for printing and publication of ‘Investing in You’ which will mean that
late expenditure decisions are not reflected (e.g. Mr McLeish’s announcement in February on
additional funding for tourism, and funding consequentials from the Chancellor’s budget statement).
I agree however that for the future, any significant funding developments which take place after
publication are covered in a statement for the Committee to consider alongside ‘Investing in You’.

7.  The Committee expresses its concern that it does not yet have a full explanation for the
reported real terms reduction in the budget of Highlands and Islands Enterprise.  It requests
that the Executive produces a written explanation for the apparent disparity between the
treatment of the budgets of Highlands and Islands Enterprise and Scottish Enterprise.   The
Committee will wish to reconsider this issue once an explanation is to hand.  The Committee
also recommends that the Executive considers whether projects of a similar nature to those
being developed in the Scottish Enterprise area could be developed for the Highlands and
Islands.

8.  The Committee seeks further clarification from the Executive on the net effect of these
[Hyundai/Motorola] changes, including the impact on both Scottish Enterprise and Highlands
and Islands Enterprise.

9.  The Committee therefore requests that the value of additional funding [for tourism] is
specified and that any discrepancy between the figure quoted in the press release and the final
figure is explained.

10.  The Committee requests an explanation of how the Executive’s proposals for student
finance will be funded for 2001-2002.
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and later

11.  The Committee recommends that, in future  [for Scottish Enterprise and Highlands and
Islands Enterprise administration costs], a detailed breakdown of these figures be provided at the
outset of the process.

These various recommendations are concerned with additional information the Committee requested
from the Department in its two letters of 8 and 24 May.  Responses were provided by Mr Baird in
Enterprise and Lifelong Learning Finance on 24 May and 5 June respectively.   I am sorry that these
replies arrived after the Committee’s report was prepared. As Mr Baird explained in his letter of 24
May, it was just not possible to provide the necessary  comprehensive reply within the timescale
requested.

12.  [In relation to unallocated funds/end year flexibility] The Committee requests a detailed
explanation of how this unallocated amount will be distributed.

The attached Annex sets out how the total of unallocated and EYF monies will be applied this year.
These allocations were approved by Mr McLeish on 26 July.

13.  [The Committee seeks] assurance from the Executive that any bid in relation to the
Enterprise and Lifelong Learning Department [from central funds] will be given due
consideration.

I acknowledge the recognition given to the pressures on our budget and the due consideration that
should be given by the Executive to bids for additional funding from the central reserve.

14.  The Committee recommends that the Executive considers more wide-ranging monitoring
in these areas, [gender, ethnicity, rurality, disability and age] and recognises the importance of
setting appropriate performance indicators to influence policy as a result.

In his letter of 24 May, Mr Baird acknowledged the Committee’s request for details in due course on
gender, ethnicity and rurality monitoring for further and higher education, and indicated that a full
response would be provided. That response will issue this month.  The addition of disability and age
factors to these groups is noted.

I trust this response to the various recommendations raised is satisfactory for the Committee’s
purposes, and we look forward to participating in the review in the autumn.

I am copying this letter to Henry McLeish and Jack McConnell.

NICOL STEPHEN



                                                                                                                                                                      Annex

JGA0230.080

ELLD AVAILABLE PROVISION AND ALLOCATIONS: 2000-01

AVAILABLE PROVISION £’000

EYF: 1999-00 Unallocated provision x 75% 27,000
EYF: Additional 1999-00 Underspend x 75% 35,780
2000-01 Revised unallocated provision 11,260
TOTAL AVAILABLE PROVISION 74,040

ALLOCATIONS

Cubie - main proposals 22,000
Tourism 5,250
Regional Selective Assistance 13,000
Scottish University for Industry 3,900
Satrosphere 100
Schools Enterprise Programme 556
Trade Union Learning Fund 400
Adult Literacy 2,000
TOTAL ALLOCATION 47,206

BALANCE: UNALLOCATED PROVISION 26,834

AGREED CLAIMS ON CENTRAL RESERVE
SFEFC Infrastructure/Disability Access 10,000
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Enterprise and Lifelong
Learning Committee briefing

11th October 2000

ENTERPRISE AND LIFELONG LEARNING DEPARTMENT
SPENDING PLANS 2001/02 TO 2003/4

SIMON WAKEFIELD

This note provides an analysis of the Enterprise and Lifelong Learning
Department (ELLD) Budget as set out in the Executive’s Making a Difference for
Scotland budget document (September 2000).  A comparison is made with the
Executive’s previous statement of budget plans contained in the Investing in You
document (April 2000).

The Development of the Latest Spending Plans

The latest Scottish Executive spending plans, including figures from the current
financial year to 2003/04 were published on 20th September 20001.  These differ
significantly from those published in April 2000 (Investing in You), because they
take account of decisions from the UK Comprehensive Spending Review (July
2000).  In addition the latest figures have been published in resource terms rather
than cash terms (using Resource Accounting and Budgeting or RAB, in line with
all government spending from now on). Additionally Investing in you represented
Stage 1 of the annual 3-stage budget process.  The latest figures in Making a
Difference represent the beginning of Stage 2, and the document states that these

1 Scottish Executive (2000), Making a Difference for Scotland: spending plans for Scotland 2001-02 to 2003-
04, 20th September 2000.
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figures take into account the views expressed in the public consultation and by the
Parliamentary Committees.

Making A Difference only includes figures broken down into the broader
components of spend (“Level 2”) at this stage, whereas figures were provided at a
further level of detail in Investing in You (Level 3).  It is understood that updated
Level 3 figures for ELLD for 2001/02 will become available as part of the budget
approval process at the end of 2000/early 2001.

Figure 1 below provides a broad overview of the major components (the “level 2”
headings) of the Enterprise and Lifelong Learning Department (ELLD) budget for
current financial year 2000-01.

What is RAB?
The Scottish Executive states that RAB (Resource Accounting and Budgeting)
applies the accounting practices of the rest of the economy to central government.
The key aspects are that

• RAB involves “accruals accounting”, ie; matching payments and
receipts to the period when they are incurred rather than the period
when they are paid

• RAB recognises non cash costs, such as capital consumption
(depreciation), and the opportunity cost of investment in assets (cost of
capital)

The main differences with the current cash based system therefore relate to the
timing of certain payments, measurement of capital charges, and the measure of
total public spending as opposed to external finance or grants received.
The benefits are described as

• Ensuring the full economic cost of government activity is accurately
measured

• Improving the treatment of capital spending
• Requiring Departments to report more systematically and transparently.

(Source; Making a Difference for Scotland, p34.)
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Figure 1; Enterprise and Lifelong Learning Department, Budget Share, 
2000/01
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Nearly 90% of the £2billion budget is allocated to four public bodies; Student
Awards Agency for Scotland (SAAS), Scottish Enterprise (SE), and the two
Scottish Higher/Further Education Funding Councils (SHEFC and SFEFC).

Comparisons between Investing in You and Making a Difference for 2000/01
and 2001/02

Figure 2;  Comparisons of Investing in You  and Making a Difference  
2000/01
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Figure 2 above indicates that for the current financial year (2000-01) the major
difference between the Investing in You figures and those contained in Making a
Difference relates to the Student Awards Agency for Scotland.  A substantial part
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of this difference is due to differing accounting methodologies between the two
reports as a result of the introduction of RAB.

Table 1 below, highlights the Executive’s explanations of the three differences
between the budgets for the current year.  The only “real” change to the current
year’s ELLD budget is an extra £700,000 provided to Scottish Enterprise “to
promote enterprise amongst disadvantaged groups”.

Table 1
Differences between Investing in You and Making a Difference
source; Scottish Executive

2000-01 REASON FOR CHANGE AMOUNT
(£M)
Other Net notional provision for accruals related timing 0.8

 adjustments introduced as a result of the move to
 resource accounting and budgeting (RAB).

Scottish Enterprise Pre Budget Statement provision to promote 0.7
enterprise amongst disadvantaged groups

SAAS Notional provision for capital charges / bad debts 87.3
on student loans introduced as a result of the 
move to resource accounting and budgeting.

Figure 3;  Comparisons of Investing in You  and Making a Difference  
2001/02

430.0

659.6

413.1

30.3

394.6

67.9

24.8

75.5

49.9

300.2

641.6

394.1

23.8

432.0

66.2

19.3

84.0

30.4

0.0 100.0 200.0 300.0 400.0 500.0 600.0 700.0

Student Awards Agency for
Scotland

Scottish Higher Education
Funding Council

Scottish Further Education
Funding Council

Careers Guidance

Scottish Enterprise

Highlands and Islands
Enterprise

Scottish Tourist Board

Departmental Investment
Assistance

Other

£m, current prices

Investing in You
Making a Difference

Figure 3 above highlights the differences between Investing in You and Making a
Difference for the next financial year (2001-02).  There are many more changes
planned for next year’s budget than for the current year’s.  The majority of these
are “real” changes, RAB having a major impact on the expenditure profile of SAAS
(some £99m out of a total difference of £129m), and a minor impact on the “Other”
category of the budget.  Stripping out these two elements identified by the
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Executive as being “RAB related” the 2001-02 budget of the Enterprise and
Lifelong Learning has seen a net cash increase of £53.8million (an increase of
2.7%).

The bullet points below provide brief explanations, based on information from the
Executive 2, for changes between the two sets of expenditure figures.

• SAAS - The biggest single difference between the two budget statements for
SAAS is due to the figures being expressed in RAB terms rather than “cash”
terms.  However there is also a “real” increase in the SAAS budget of  £30.5m,
which is the single largest area of increase across the whole ELLD budget.

• SHEFC - the Executive’s plans are for SHEFC to receive an additional £18m
for 2001-02.  Included within this additional allocation is funding to maintain
quality of teaching, widen access, knowledge economy activities, and
commercialisation of research.

• SFEFC – SFEFC has been allocated an additional £19m in Making a
Difference.  As with SHEFC some funding is destined for maintaining quality of
teaching and activities relating to the knowledge economy.  Other areas of
additional spend include infrastructure, bursaries and adult literacy.

• Careers Guidance – A total of £6.5m has been added to the Careers
Guidance allocation for 2001-02.  A response to the Careers Service Review is
anticipated in the near future, and funding has been earmarked for the next
financial year to all age guidance services, keyworker support, and
assessment work.

• Scottish Enterprise - Scottish Enterprise’s overall allocation for 2001-02 has
been reduced by some £37m, reflecting shifting Departmental spending
priorities.  Despite this overall decline there has nevertheless been additional
monies allocated in certain categories of spend such as knowledge economy
activities and small business support.

• Highlands and Islands Enterprise – HIE is to see an increase in its budget
for next year of £1.7m.  As with SE this is intended to fund knowledge
economy and small business support activity.  Additional funding is earmarked
for Unst/Western Isles projects.  It is understood that the “more accurate”
reallocation of amounts from SE to HIE for Scotland wide schemes such as
Individual Learning Accounts and Modern Apprenticeships (which are currently
all accounted for under the Scottish Enterprise budget) have not yet fed
through to these latest figures.

• Scottish Tourist Board – An additional £5.5m is allocated to the Scottish
Tourist Board, largely to fund extra spend on the Ossian project, and for niche
marketing/quality assessment.

• Investment Assistance – some £8.5m less is now anticipated to be spent on
investment assistance.  However this is a “demand led” category of spend and
is notoriously difficult to predict.

• Other – the “other” category covers a wide range of initiatives.  Included within
an overall increase of £19.5m is a small element related to the RAB

2 Source, Scottish Executive personal correspondence, 9/10/00
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accounting methodology.  Some of the larger increases are allocated to the
Scottish University for Industry, to adult literacy (voluntary sector), the Climate
Change levy, renewable energy/energy efficiency, and some further spend on
knowledge economy activities.  Additional spend is also allocated to Education
Maintenance Allowances, the Schools Enterprise Programme, to National
Training Organisations, the Trade Union learning Fund, and to Export
Partnership Managers.

Changes in the ELLD budget 2000/01 to 2003/04

This section provides a short analysis of changes to the ELLD budget as set out in
Making A Difference.  From 2000-01 to 2003-04 the ELLD budget is set to grow in
real terms by £135.1m (approximately 7% growth).  2001-02 will see the largest
single increase on the previous year, accounting for £120.9m of the overall
increase.

Figure 4 below provides an analysis of the anticipated real terms changes in the
Enterprise and Lifelong Learning Department level 2 budget headings over the
three years between 2000-01 and 2003-04.   SFEFC and SHEFC are set to
exhibit the largest absolute (real) increases in funding (£46m and £38m
respectively), whilst the SAAS budget is also set to grow substantially (£35m
growth).  From this analysis Scottish Enterprise is the biggest budgetary “loser”
(with a real terms budget cut of £8.4m).

Figure 4;  Real terms change in spending (£m) 2000/01 to 2003/4
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Table 2; Year by Year Analysis of the Change in ELLD Spending
(Real terms, £m and %)

 00/01 to 01/02  01/02 to 02/03  02/03 to 03/04
£m % £m % £m %

Student Awards Agency for
Scotland

26.5 7% 3.0 1% 5.8 1%

Scottish Higher Education Funding
Council

33.4 6% 0.0 0% 4.1 1%

Scottish Further Education Funding
Council

44.0 13% 0.7 0% 1.3 0%

Careers Guidance 5.6 24% 1.4 5% -0.7 -2%
Scottish Enterprise -8.2 -2% 0.0 0% -0.2 0%

Highlands and Islands Enterprise -0.6 -1% -1.5 -2% 1.6 3%

Scottish Tourist Board 4.8 25% -2.5 -11% 0.4 2%

Departmental Investment
Assistance

3.5 5% -0.6 -1% -2.2 -3%

Other 11.9 33% -1.0 -2% 4.3 9%

Total 120.9 6% -0.3 0% 14.5 1%
(Source Making a Difference for Scotland, September 2000)

As can be seen from Table 2 above the majority of the additional funding feeds
through in next financial year (2001/02), the budget seeing some 6% growth.
Careers Guidance, the Scottish Tourist Board, and the “other” category are set to
receive the largest percentage increases, though from relatively smaller baselines.
Conversely bodies such as SHEFC, SFEFC and SAAS receive the largest
absolute increases in 2001/02.  There is no planned real terms increase for
2002/03, and a 1% planned increase for 2003/04.

If you have any comments or questions about this Research Note, please contact Simon Wakefield
extension 85372 or simon.wakefield@scottish.parliament.uk .

Research Notes are compiled for the benefit of Members of Parliament and their personal staff.
Authors are available to discuss the contents of these papers with Members and their staff but
cannot advise members of the general public.
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Enterprise and Lifelong Learning Committee

Meeting 1 November 2000

Education (Graduate Endowment and Student Support) (Scotland) BiIl

Please find attached Education (Graduate Endowment and Student Support)
(Scotland) BiIl and accompanying documents.  Members have already received
these in electronic form.  They comprise:

1.  Education (Graduate Endowment and Student Support) (Scotland) BiIl
2. Backsheet
3. Policy Memorandum
4. Explanatory Notes

In addition, please find attached Illustrative draft of Regulations and accompanying
documents as sent to Annabel Goldie as acting Convener.  These comprise:

1. Letter from Scottish Executive
2. Explanatory Note for the Illustrative Graduate Endowment (Scotland) Regulations

2001
3. Illustrative Draft Regulations

Officials from the Department of Enterprise and Lifelong Learning will be attending to
answer questions on the legislation and accompanying documents.

Simon Watkins
Clerk



Education (Graduate Endowment and Student Support) (Scotland) Bill 1

SP Bill 21 Session 1 (2000)

ACCOMPANYING DOCUMENTS
Explanatory Notes, together with other accompanying documents, are printed separately as

SP Bill 21-EN.  A Policy Memorandum is printed separately as SP Bill 21-PM.

Education (Graduate Endowment and Student
Support) (Scotland) Bill

[AS INTRODUCED]

An Act of the Scottish Parliament to make provision for certain individuals to make payments in
respect of the provision of certain courses of higher education undertaken by them; to make further
provision as respects financial support for students; and to make provision exempting students from
liability for council tax.

1 The graduate endowment5

(1) Where an individual—

(a) has undertaken a course of higher education at an institution which is, by virtue of
section 4 or 40 of the Further and Higher Education (Scotland) Act 1992 (c.37), in
receipt of a grant, loan or other payment; and

(b) is of such description as may be specified in regulations made by the Scottish10
Ministers,

that individual shall be liable to pay to the Scottish Ministers in respect of the provision
of that course a graduate endowment.

(2) The Scottish Ministers may by regulations—

(a) make provision for and in connection with the times at which, and manner in15
which, graduate endowments are to be paid; and

(b) make such other provision as they consider necessary and expedient for and in
connection with the graduate endowment.

(3) Any individual who—

(a) has attained such age as may be specified in regulations under subsection (1)(b)20
above; or

(b) falls within such other class, or classes, of individuals as may be so specified,

shall be exempt from liability for the graduate endowment.

(4) For the purposes of this section—

“graduate endowment” means—25

(a) such amount as may be specified in regulations made by the Scottish
Ministers; or
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(b) such amount as may be so specified as increased, on such dates as may be
so specified, by reference to such percentage increases in the retail prices
index as may be so specified;

“higher education”, subject to any regulations made under subsection (5) below,
shall be construed in accordance with section 38 of the Further and Higher5
Education (Scotland) Act 1992 (c.37); and

“the retail prices index” means—

(a) the general index of retail prices (for all items) published by the Office for
National Statistics; or

(b) where that index is not published for a month, any substituted index or10
figures published by that Office.

(5) The Scottish Ministers may by regulations prescribe that such course, or class of course,
falling for the time being within the said section 38 as may be specified in the
regulations shall, for the purposes of this section, be treated as not falling within that
section.15

(6) Any power of the Scottish Ministers under this section to make regulations shall be
exercisable by statutory instrument; and any such statutory instrument shall be subject to
annulment in pursuance of a resolution of the Scottish Parliament.

2 Financial support for students

(1) The Education (Scotland) Act 1980 (c.44) shall be amended as follows.20

(2) In paragraph (f) of section 73 (power of Scottish Ministers to pay allowances), for the
word “attending” there shall be substituted “—

(a) undertaking; or

(b) who have undertaken”.

(3) In subsection (2) of section 73B (power to require amounts payable under loans to be25
paid directly to institutions), for the word “attending” there shall be substituted
“undertaking”.

(4) In subsection (1) of section 73D (maximum amounts of certain allowances: application
of section), the words “attendance on” shall cease to have effect.

3 Council tax: students to be exempt from liability30

(1) The Local Government Finance Act 1992 (c.14) shall be amended as follows.

(2) In subsection (4) of section 75 (exemption of certain persons from liability to pay
council tax)—

(a) after the word “discount” there shall be inserted “either”; and

(b) after the word “impaired)” there shall be inserted “or, being a student, by virtue of35
paragraph 4 of that Schedule”.

(3) In subsection (2) of section 77 (exemption of certain spouses from liability to pay
council tax)—

(a) after the word “discount” there shall be inserted “—

(a)”; and40
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(b) after the word “impaired)” there shall be inserted “; or

(b) being a student, by virtue of paragraph 4 of that Schedule.”.

4 Short title and commencement

(1) This Act may be cited as the Education (Graduate Endowment and Student Support)
(Scotland) Act 2000.5

(2) Subject to subsection (3) below, this Act shall come into force on Royal Assent.

(3) Section 3 of this Act shall come into force on such day as the Scottish Ministers may
appoint by order made by statutory instrument; and any such order may make such
transitional or savings provision as appears to the Scottish Ministers to be necessary or
expedient.10
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 EDUCATION (GRADUATE ENDOWMENT AND
STUDENT SUPPORT) (SCOTLAND) BILL

 
 ——————————

POLICY MEMORANDUM

 INTRODUCTION

1. This document relates to the Education (Graduate Endowment and Student
Support) (Scotland) Bill introduced in the Scottish Parliament on 5 October 2000.  It has
been prepared by the Scottish Executive to satisfy Rule 9.3.3(c) of the Parliament’s
Standing Orders.  The contents are entirely the responsibility of the Scottish Executive
and have not been endorsed by the Parliament. Explanatory Notes and other
accompanying documents are published separately as SP Bill 21–EN.

 POLICY OBJECTIVES OF THE BILL: GENERAL

2. The principal purpose of the Bill is to introduce a “graduate endowment” which
will be payable by certain individuals who have studied in Scotland, in recognition of
the benefits gained from their degree.  The Bill amends section 73(f) of the Education
(Scotland) Act 1980 to enable the Scottish Ministers to make grants (and consequently
bursaries) and loans (a) to individuals who are studying for a higher education
qualification by distance learning and (b) to former as well as existing students.  The
Bill also amends the Local Government Finance Act 1992 to ensure that students will
no longer be liable for the council tax simply by virtue of sharing accommodation with
a non-student.

3. The Scottish Executive is committed to widening access to higher education and
improving Scotland's skills base.  This commitment was set out in the Programme for
Government which was published soon after the first elections to the Scottish
Parliament.  The Executive believes that improving student finance to address the issue
of student hardship is not the only key to achieving these aims, but that it is an
important one.

4. The Bill forms part of a wider programme of reform of student support
arrangements in Scotland, the other elements of which do not require legislation.  The
key elements of the remainder of the programme for reform are:



This document relates to the Education (Graduate Endowment and Student Support)
(Scotland) Bill (SP Bill 21) as introduced in the Scottish Parliament on 5 October

2000

 

SP Bill 21-PM 2 Session 1 (2000)

 
 

• the abolition of tuition fee contributions for all eligible students studying in
Scotland, from 2000-01;

• the introduction of a new scheme enabling part-time students on low
incomes to borrow up to £500 to assist with study costs, from 2000-01;

• the introduction of a new Young Student’s Bursary for new entrants from
2001-02;

• the establishment of a new Mature Student Bursaries Fund for new entrants
from 2001-02;

• moves to modernise the way in which families are assessed for the
contribution they will make to a student’s maintenance.

 THE GRADUATE ENDOWMENT

Policy objectives

5. The Programme for Government committed the Executive to establishing an
Independent Committee of Inquiry into Student Finance (the Cubie Committee).  The
Committee set out a number of guiding principles.

“Student support should maximise opportunity for all to be able to access high
quality lifelong learning.

Such support should promote social inclusion, the knowledge economy and an
enhanced civil society, by having a system which is:

• Clear, simple and easily accessible;

• Comprehensive and consistent;

• Flexible and responsive;

• Based on fairness and equal opportunity;

• Easily administered, with a learner focus;
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• Adequately resourced.

Thereby such support should ensure that students in all modes of study are
enabled to access a sufficient package of funding, whether from families,
employers, graduates, government or through paid employment, none of which
should be to the detriment of their studies.

To achieve this, government should remove barriers to widening access and
participation by:

• Targeting resources effectively on sections of society under-represented in
both further and higher education programmes;

• Providing flexible means of support to accommodate the changing nature of
the student population;

• Assisting, in particular, those students who may not otherwise obtain
sufficient support so that education is available to all those who have the
ability to benefit from study.”1

6. The Executive was happy to endorse these principles and has sought to follow
them in responding to the Committee’s recommendations.  In particular, it agrees with
the Committee that it is right to seek some contribution from the beneficiaries of higher
education, which can be used to provide more support for those who need it most.

7. The Bill therefore seeks to establish the graduate endowment, which will in time
make an important contribution to the costs of the increased support for students which
the Executive plans to provide. To be liable for the endowment, a student must first of
all have undertaken a course of higher education at a publicly-funded institution in
Scotland, defined in the Bill as an institution funded by the Scottish Ministers through
the Scottish Higher Education Funding Council or the Scottish Further Education
Funding Council.  This recognises that a number of students choose to study for their
degree at further education colleges.  It is intended that regulations to be made under the
Bill will set out the remaining criteria which will determine liability.  It is intended that
these further criteria will restrict liability to individuals who are Scottish domiciled or
are EU students; whose full-time degree study in Scotland exceeds a specified minimum
period; and have either been awarded a degree or have satisfied the requirements for

                                                
1 The Independent Committee of Inquiry into Student Finance: Student Finance Fairness for the Future,
page 17.
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such an award.  This last provision is to prevent the creation of an incentive not to
graduate for students successfully completing their course.  It is proposed to set out
these criteria in regulations to ensure that there is some flexibility in future to respond to
changing patterns of degree provision and to reflect that the residence criteria used in
the context of student support are based on secondary, rather than primary, legislation.

8. Certain individuals will be exempt from the graduate endowment.  The
exemptions fulfil the Executive’s desire to remove barriers to lifelong learning and
promote social justice.  The exempt groups are intended to be mature students, lone
parents (i.e. those in receipt of Lone Parent Grant) and students who have a disability
(i.e. those in receipt of Disabled Students’ Allowance).  For technical reasons, in
particular the link with specific forms of grant and allowance, the detailed definitions of
the exempt groups will be delivered mainly through regulations, although the Bill does
refer directly to an exemption on the basis of age.

9. The amount of graduate endowment for which individuals will be liable will be
that prevailing on the first day of the first academic year of their course.  For new
entrants to higher education in the academic year 2001/02 it will be £2,000. The amount
will initially be set in regulations. It is intended that the amount will be index-linked for
each successive group of applicants.

10. It is intended that individuals will be able to pay the full amount of the
endowment either by means of a direct lump sum payment or by taking out an income
contingent loan from the Student Loans Company.  Payment by taking out a student
loan will immediately discharge the individual’s liability for the graduate endowment.
The individual’s remaining obligation would then be to repay the student loan on the
terms which apply under the existing UK-wide scheme for all income-contingent loans.
The Executive does not intend to offer a discount for direct lump-sum repayment, on the
grounds that this would disadvantage those students with least access to resources at the
end of their course.

11. The overall programme of change to student support proposed by the Executive,
taking into account all the elements described at paragraph 4 above, has been designed
so that any individual choosing to meet liability for the graduate endowment through the
income-contingent loan arrangements should face no more overall debt at the end of his
or her studies than under the system being replaced.  Many will in practice face
significantly less debt, even after taking into account their liability for the graduate
endowment.

12. Liability will arise as at a date to be determined in regulations, which it is
intended will fall in the year after an individual completes his or her course.  The
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regulations will make further detailed provision about the precise arrangements for
repayment. Regulations are better suited for the level of detail required and also provide
the appropriate vehicle for linking the repayment of the graduate endowment to the
existing secondary legislation relating to student loans.

13. The Bill also provides that certain classes of course may be designated in
regulations as carrying an exemption from the graduate endowment.  The Executive
intends that the endowment should only be payable in relation to first degrees.  This
power will therefore be used to exempt HND and HNC courses from the endowment,
which would otherwise be caught by the definition of “higher education” (set out in
section 38 of the Further and Higher Education (Scotland) Act 1992) which is attracted
in the Bill.  The power will also be used to exempt other courses which it is not the
Executive’s intention should be subject to the graduate endowment, such as post-
graduate degrees and Post Graduate Certificates of Education.  It will be important to be
able to adapt to changes to the nature of degree provision over the long-term and
therefore the Executive believes it is preferable for this list to be in secondary rather
than primary legislation.

14. Academic institutions will be required by regulations to provide certain
information, so that individuals who have fulfilled the course completion requirement,
and so become liable, can be identified.

Alternative approaches

15. The Executive agreed with the Committee’s conclusion that enhanced support
for disadvantaged students should be supported through the collection of a flat-rate sum
from certain graduates on an income-contingent basis. It therefore did not consider any
alternative to this basic model.

16. In reaching a decision on how the graduate endowment might work in detail, the
Scottish Ministers took into account the view of the Committee that repayments should
only commence at an income of £25,000, regardless of any student loan payments for
which the graduate was also liable.  However, it felt for a number of reasons that
adopting this approach could not be justified.

17. The Executive took the view that it was possible to establish an equitable
repayment system using the existing income contingent loans scheme, taking into
account that the overall package of changes to student support would mean that, even
with the endowment, many students would have less debt than at present and no student
would have more. The Executive’s proposals also mean that no student will face both a
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monthly deduction from income for a student loan plus an additional monthly deduction
for the graduate endowment.

18. The income threshold at which borrowers are asked to start repaying their
income contingent loans (at present, £10,000) is set by the UK Government.  However,
the Executive will seek discussions with the UK Government about the scope for
increasing the income threshold in the future for the loan scheme as a whole while
maintaining the current level of interest subsidy (which limits to interest rate on the loan
to increases in the Retail Prices Index).

19. No other machinery exists which seeks to monitor former students’ income and
then collects income contingent payments.  To introduce such a system the Executive
would require to create a new agency or contract with an existing body for a new
procedure.  The Executive took the view that establishing a new collection machinery
would create new administrative costs which could be expected to be disproportionate
to the amount of income from the endowment and that this would not represent a good
use of public funds.

20. It would be possible to have no exemptions for mature, disabled and lone parent
students.  The Executive believes, however, that an exemption for these categories of
student will work in the interest of widening access to under-represented groups.

Consultation

21. On 25 January 2000 the Scottish Executive published its initial response to the
Report produced by the Cubie Committee.  The Executive announced that it intended to
introduce a new system of Access Bursaries targeted at young students from low
income families and mature students studying higher education courses in Scotland.  To
help to fund these bursaries the Executive would introduce a graduate endowment
payable by certain former students who had undertaken a first degree course at a
Scottish institution, in recognition of the benefit they gain from the degree.

22. On 24 May 2000 the Scottish Executive published its full response to all 52 of
the “Cubie” recommendations in the document entitled “Scotland The Learning Nation
– Helping Students”.  This document provided further detail about the Executive’s plans
for the graduate endowment, the new bursaries and other improvements to the student
support scheme for higher and further education students.  The document signalled the
Executive’s desire to extend certain elements of the Disabled Student’ Allowance and
the £500 loans for part-timers to distance learning students and to remove the council
tax anomaly, both of which require primary legislation.
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23. “Helping Students” was circulated widely to all organisations with an interest in
higher and further education students.  These organisations included all those who had
responded to the Cubie Report, the Convention of Scottish Higher Education Principals,
the Association of Scottish Colleges, NUS Scotland and all colleges and universities in
Scotland.  A series of questions were posed to elicit specific views on issues of key
importance to the Executive. The consultation period ended on 31 August.  There were
94 replies, with a further 12 on the Graduate Endowment Internet Discussion Forum, as
follows:

15 - General public

27 - Universities or colleges

10 - Student associations

8 - Local authorities

15 - Organisations - community based

18 - Organisations - education based

1 – Schools

24. There was clear support for new bursaries for young students and mature
students, as well as for the intention to modernise the higher education means-test and
to move towards greater alignment of the further education model of student support.
The principle of graduates contributing towards the cost of improved financial support
for students from less well off families was also widely accepted but concerns were
expressed about the level of the threshold of the income contingent loan which
graduates will be able to use to pay the graduate endowment.  A number of more
detailed points were also raised.

 AMENDMENT OF THE EDUCATION (SCOTLAND) ACT 1980

Policy objectives

25. The Bill will ensure that students who study by distance learning will no longer
be excluded from financial support from the Scottish Executive.  Currently such support
cannot be given because section 73(f) of the Education (Scotland) Act 1980 (as
modified by the Scotland Act 1998) provides that:
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“The [Scottish Ministers] may out of money provided by Parliament apply, in
accordance with regulations made by [them], such sums as [they] think
necessary or expedient for any or all of the following purposes—

…

(f) the payment of allowances or loans to or in respect of persons
attending courses of education”. 2

26. The Bill amends this section to provide that the Scottish Ministers may make
payments of allowances or loans to or in respect of persons who are “undertaking
or…who have undertaken” courses of education.  The purpose of this amendment is
two-fold.  First, it enables allowances and loans to be paid to students on distance
learning courses.  This will allow the extension of the loans for part-timers scheme and
the Disabled Students' Allowance (DSA) to distance learning students in accordance
with the wishes of the Scottish Ministers.  The use of the word “attending” could, at
least in some circumstances, preclude such a payment as it suggests some degree of
physical attendance on the course.  Second, the change enables loans to be made to
students who have completed their course to enable them to fulfil their liability to pay
the graduate endowment.

Alternative approaches

27. The proposed legislative amendment is the only means of achieving the policy
intention to widen the scope of loan and grant making powers, therefore no alternative
approach was considered.

Consultation

28. The Scottish Executive has had discussions with the Open University and others
with an interest in distance learning students and explained its intention to extend the
availability of the DSA and loans for part-timers scheme to this group.  The move has
been welcomed, although the Open University continues to be concerned that its
students are not able to access this support at present.

                                                
2 1980 c. 44, as amended by the Teaching and Higher Education Act 1998 (c. 30) s. 29(1).
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 THE COUNCIL TAX

Policy objectives

29. Currently, full-time students who qualify under the provisions of the Council
Tax (Discounts) (Scotland) Order 1992 (S.I. 1992/1408) are disregarded when
calculating the council tax bill.  Student-only households are exempt.  However, in
cases where a student shares with a non-student the student is jointly and severally
liable for the council tax bill.  The Executive considers it anomalous that students are
‘disregarded’ for the purposes of calculating council tax but, depending on the status of
any other people within a dwelling, are jointly and severally liable for the payment of
the tax.

30. It is necessary to amend section 75 of the Local Government Finance Act 1992
to exclude students from joint and several liability for council tax when they share
accommodation with non-students.

Alternative approaches

31. The proposed legislative amendment is the only means of achieving the policy
intention, therefore no alternative approach was considered.

Consultation

32. The intention to remove the anomaly was contained in “Helping Students”.
There were no adverse comments.

 EFFECTS ON EQUAL OPPORTUNITIES, HUMAN RIGHTS, ISLAND
COMMUNITIES, LOCAL GOVERNMENT, SUSTAINABLE DEVELOPMENT,
ETC.

33. It is not envisaged that the Bill will have any adverse effects on equal
opportunities, human rights, island communities, local government or sustainable
development.  The Bill will promote equal opportunities by enabling the Executive to
provide financial support to distance learning students.
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EXPLANATORY NOTES

 (AND OTHER ACCOMPANYING DOCUMENTS)

 CONTENTS

1. As required under Rule 9.3 of the Parliament’s Standing Orders, the following
documents are published to accompany the Education (Graduate Endowment and
Student Support) (Scotland) Bill introduced in the Scottish Parliament on 5 October
2000:

• Explanatory Notes;

• a Financial Memorandum;

• an Executive Statement on Legislative Competence; and

• the Presiding Officer’s Statement on Legislative Competence.

A Policy Memorandum, also prepared by the Scottish Executive, is printed separately
as SP Bill 21–PM.
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EXPLANATORY NOTES

 INTRODUCTION

2. These Explanatory Notes have been prepared by the Scottish Executive in order
to assist the reader of the Bill and to help inform debate on it. They do not form part of
the Bill and have not been endorsed by the Parliament.

3. The Notes should be read in conjunction with the Bill. They are not, and are not
meant to be, a comprehensive description of the Bill. So where a section, or a part of a
section, does not seem to require any explanation or comment, none is given.

 THE BILL

4. The Bill provides for payment of a “graduate endowment” by certain
individuals who have undertaken a course of higher education in Scotland.  The details
of the endowment, including the description of individuals liable to pay it and the
amount and manner of payment are to be set out in regulations made by the Scottish
Ministers.  Such regulations may also exempt certain categories of individuals
(including those undertaking certain courses).

5. The Bill amends the Education (Scotland) Act 1980, so that regulations
governing the payment of student allowances and loans by the Scottish Ministers can
be extended to allow payment to distance learning students and to former students.  It
also amends the Local Government Finance Act 1992 exempting students who share
accommodation with people other than students from liability for council tax.

Section 1: The graduate endowment

6. This section establishes the graduate endowment by requiring payment by
individuals who have undertaken a course of higher education at an institution which is
in receipt of funding from the Scottish Further Education Funding Council or the
Scottish Higher Education Funding Council (by virtue of section 4 or 40 of the Further
and Higher Education (Scotland) Act 1992) and who also meet certain other qualifying
criteria which are to be set out in regulations made by the Scottish Ministers.  The
regulations will specify that the graduate endowment is payable in respect of the first
full-time course of higher education undertaken by an individual after 1 August 2001
and will also include provisions dealing with the following: the length of time to be
spent on the course before liability arises; residence conditions; and a requirement that
either the individual has been awarded a degree (or other equivalent qualification) to
which the course leads or he has not been awarded a degree but meets the requirements
for such an award at the time he ceases undertaking the course.
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7. This section also empowers the Scottish Ministers to make regulations:

• making provision for payment (subsection (2)(a)): the regulations will
make provision so that those liable to pay the graduate endowment may
make payment directly to the Scottish Ministers or take out an income
contingent loan under the current student support arrangements to meet their
liability.  They will also specify a date by which payment must be made.
Precisely how the payment system will work is under consideration with the
Student Awards Agency for Scotland (the “Awards Agency”) and the
Student Loans Company Limited and the regulations will reflect the
outcome of these discussions.  It is intended, however, that those who wish
to take out an income contingent loan to pay the graduate endowment will
do so on the same terms as those students who take out an income
contingent loan to cover living costs.  Individuals and academic institutions
will be required to provide certain information;

• exempting individuals by reference to age (subsection (3)(a)); the
intention is that mature students will be exempt.  It is intended that the
regulations will specify that in order to be exempt individuals must be aged
25 or over;

• exempting individuals as specified (subsection (3)(b)); the intention is
that those who are in receipt of Lone Parent Grant and those who are in
receipt of the Disabled Students’ Allowance during the course will be
exempt.  These categories will be defined in the regulations.  Consideration
is currently being given to whether there are any other groups of student
who should be exempt;

• setting the amount of the graduate endowment (subsection (4)); the
amount of the graduate endowment will be set at £2,000 for new entrants to
higher education in academic year 2001/2 and in subsequent years the
amount may be set by reference to this amount as increased by inflation;

• exempting certain courses that are listed in section 38 of the Further
and Higher Education (Scotland) Act 1992 (c.37) (subsection (5));
liability will arise in connection with first degree courses or equivalent and
the regulations will exempt all the other courses listed in section 38 of the
1992 Act, namely: courses at a higher level in preparation for a higher
diploma or certificate; courses for the education and training of teachers;
courses of post-graduate studies; courses at a higher level in preparation for
qualification from a professional body; and all other higher level courses not
being a first degree course.
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Section 2: Financial support for students

8. Section 73(f) of the Education (Scotland) Act 1980 (as modified by the Scotland
Act 1998) currently provides that—

“The [Scottish Ministers] may out of money provided by Parliament apply, in
accordance with regulations made by [them], such sums as [they] think
necessary or expedient for any or all of the following purposes—…

(f) the payment of allowances or loans to or in respect of persons
attending courses of education”.

9. Use of the word “attending” might be taken to suggest some degree of physical
attendance on the course.  Section 2 of the Bill therefore amends this section to provide
that the Scottish Ministers may make payments of allowances or loans to or in respect
of persons who are “undertaking” or “who have undertaken” courses of education.  It
also makes two consequential changes.  The purpose of the main amendment is two-
fold.  First, it enables allowances and loans to be paid to students on distance learning
courses who are not “attending” courses of education.  This will allow the Scottish
Ministers to extend the loans for part-timers scheme and the Disabled Students'
Allowance to distance learning students.  Second, it enables loans to be made to
individuals to enable them to fulfil their liability to pay the graduate endowment.

Section 3: Council tax: students to be exempt from liability

10. Where a student lives alone or shares a property with other students, the student
is currently exempt from any charge for council tax.  However, where a student shares
a residence with a non-student, the student is jointly and severally liable for the council
tax bill in respect of the property, notwithstanding that the student is disregarded in
calculating the bill.

11. Section 3 of the Bill amends the relevant provisions of the Local Government
Finance Act 1992, the effect being that students will no longer be jointly and severally
liable for council tax.

——————————
 

FINANCIAL MEMORANDUM

 INTRODUCTION

12. The principal costs of implementing sections 1 (the graduate endowment) and 2
(financial support for students) of the Bill will fall on the Scottish Executive.  No cost
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will fall on the Executive in implementing section 3 (council tax) which will exempt
students from liability for council tax when they share a dwelling with non-students.
The amount to be recovered will remain the same for the dwelling but students will be
excluded from those liable to pay.

 COSTS ON THE SCOTTISH ADMINISTRATION

Section 1: The graduate endowment

13. The Bill will permit the Scottish Ministers to make regulations governing a
number of aspects relating to graduate endowments (detailed at paragraph 7 above).  It
is intended that the Awards Agency, which is an executive agency of the Scottish
Ministers, and the Student Loans Company Limited, the costs of which are borne by
the Scottish Ministers in relation to Scottish domiciled students, will be involved in the
administration of graduate endowments.

14. Consideration is being given to the nature of this involvement and the
consequential need for changes to be made to the administrative and systems
capabilities of both organisations. However, it is believed that it will be possible to
build on existing administrative processes to a considerable extent.  An illustrative set
of draft regulations which will make provision for aspects of the payment arrangements
will be published on introduction of the Bill.

15. It is intended that the Student Loans Company Limited will recover the student
loans made to EU students for the purpose of paying their graduate endowments where
those students do not enter the UK tax system.  There will be costs associated with the
design of changes to each organisation’s administrative system. These will be
established more clearly during discussions of the detail.

16. Income from the graduate endowment will in time make an important
contribution to the costs of the increased support for students which the Executive plans
to provide.  Levels of income will clearly be affected by the number of individuals who
become liable: the Executive currently estimates that approximately 50% of the non-
postgraduate student body will be exempt, on the basis that they are HNC/HND
students, mature students, lone parents or disabled students.  The Executive will also
require to take into account the rate at which loans issued to graduates in respect of the
endowment are repaid and the proportion of liable individuals who may choose to
repay by means of a lump sum.

Section 2: Financial support for students

17. The Bill will permit the Scottish Ministers to provide income contingent loans
to EU students who are liable for the graduate endowment.
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18. The Bill will also permit the Scottish Ministers to extend the Disabled Students’
Allowance (the “DSA”) and the scheme of loans for part-time students from low
incomes to students who are studying a higher education course on distance learning
basis on the same terms as other part-time students.  There will be an additional cost to
the Scottish Executive.  Information about distance learning students and their income
and disabilities is not readily available and it has not been possible to identify the
numbers of students who would be eligible for this additional support.

19. The DSA comprises at current rates—

• a basic allowance of up to £1,385 per academic year

• up to £10,505 for non-medical personal help per academic year

• up to £4,155 for major items of specialist equipment for the duration of the
course.

20. The loans scheme for part-time students provides a £500 income contingent
loan for students whose financial resources do not exceed £13,000. This maximum
increases if the student is married and/or has children.

21. Payment of both sources of funding will be made by the Awards Agency.

 COSTS ON LOCAL AUTHORITIES

22. It is not expected that local authorities will incur additional costs in
consequence of the Bill.

 COSTS ON OTHER BODIES, INDIVIDUALS AND BUSINESSES

Section 1: The graduate endowment

23. Individuals who are liable for the graduate endowment will be required to pay
the new endowment which will be set at a flat rate.  For new entrants in the academic
year 2001/02 this amount will be £2,000.  For subsequent entrants, the endowment may
be index-linked.  However, the endowment will not add to the debt incurred by students
through the support system for living costs provided by the Executive.  Because of
other changes in the way in which that support will be provided - through the
introduction of bursaries and increased parental contributions towards living costs for
some students - no student will have accrued more debt by way of the student loan than
he would have under the system being replaced.
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24. It will be necessary to be able to identify those students who have graduated or
have completed a degree course and satisfy the requirements of the university or
college for such an award.  To achieve this it is intended that the academic institutions
will provide information to the Scottish Executive about such students.  Provision of
information about students in receipt of support from the Awards Agency is not new.
Institutions currently provide notice of changes of course, withdrawals and students
who are studying abroad for a year.  Detailed discussions with institution
representatives are due to take place to establish how much additional administrative
work will be necessary.  It is being assumed, however, that any additional cost will be
marginal.

Section 3: Students to be exempt from liability for council tax

25. The Bill will amend the relevant provisions of the Local Government Finance
Act 1992.  Where a student lives alone or shares a property with other students, the
student is currently exempt from any charge for council tax.  However, where a student
shares a residence with a non-student, the student is jointly and severally liable for the
council tax bill in respect of the property, notwithstanding that the student is
disregarded in calculating the bill.  The effect of the amendments is that the same
amount will be recoverable in respect of the dwelling but students will no longer be
jointly and severally liable for council tax and so will be excluded from those liable to
pay.

——————————

EXECUTIVE STATEMENT ON LEGISLATIVE COMPETENCE

26. On 3 October 2000, the Minister for Enterprise and Lifelong Learning (Henry
McLeish) made the following statement:

“In my view, the provisions of the Education (Graduate Endowment and
Student Support) (Scotland) Bill would be within the legislative competence of
the Scottish Parliament.”

 ——————————
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PRESIDING OFFICER’S STATEMENT ON LEGISLATIVE

COMPETENCE

27. On 3 October 2000, the Presiding Officer (Sir David Steel) made the following
statement:

“In my view, the provisions of the Education (Graduate Endowment and
Student Support) (Scotland) Bill would be within the legislative competence of
the Scottish Parliament.”
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EXPLANATORY NOTE FOR THE ILLUSTRATIVE GRADUATE ENDOWMENT
(SCOTLAND) REGULATIONS 2001

These regulations are made under section 1(2) of the Education (Graduate Endowment and
Student Support) (Scotland) Act. They apply to individuals who are liable to pay the graduate
endowment in respect of a degree course undertaken at a Scottish college or university.

Liable Individuals

Individuals are liable to pay the graduate endowment if they have undertaken a full-time
degree which commenced on or after 1 August 2001 and which is the first degree course
which the liable individual has undertaken. Study must have lasted for the required minimum
period and the individual must have either been awarded a degree or equivalent qualification
or have not been awarded a degree or equivalent qualification but have satisfied the
requirements of the college or university for such an award. (Regulation 3(1)(a), (b) and (d))

Individuals must have been settled in the United Kingdom for the purposes of the
Immigration Act 1971 on the first day of the first academic year of the course. In addition
they must be ordinarily resident in Scotland on that day, and for the three years immediately
preceding that day have been ordinarily resident in the United Kingdom and Islands for
purposes other than receiving full-time education.

Those who are nationals of a member state of the European Community, (or the children of
such a national) or who have been granted exceptional leave to remain in the United
Kingdom, or are European Economic Area migrant workers, (or the spouses or children of
such workers) will be liable if they are ordinarily resident in Scotland on the first day of the
first academic year of the course.  In some cases they will require to meet other residence
conditions. (Regulation 3(1)(c) and paragraphs 2 to 7 of Schedule 1.)

An individual who has begun a continuous programme of higher education before 1 August
2001 will not be liable for the graduate endowment. (Regulation 3(2))

To reflect that students can undertake their degree in a number of different ways individuals
who changed institutions, those who changed courses and those who changed from full-time
to part-time mode of study may be liable. (Regulation 3(3) and (4))

Exempt Individuals

Certain individuals who would otherwise be liable to pay the graduate endowment will be
exempt from liability if on the first day of the first academic year of the relevant course they
were regarded as independent of their parents for the purposes of a contribution towards
living cost support. (Regulation 4 and Paragraph 3(2) of Schedule 2) Those who at any time
between the first day of the first academic year of the relevant course and the last day of the
last academic year of the course were eligible for the Lone Parents' Grant or were in receipt
of the Disabled Students' Allowance, both of which are paid under the Students' Allowances
(Scotland) Regulations 1999, will also be exempt. (Regulation 4).

Exempt Courses



For the purposes of these Regulations a liable course is a course leading to a degree or
equivalent qualification e.g. an advanced diploma. Other higher education courses are exempt
and these are listed. (Regulation 5(1)). Courses, which attract living cost support in the form
of a means-tested Health Department bursary and a non means-tested income contingent loan
in each year of the course, are also exempt. The funding provided for these courses is
currently under review. (Regulation 5(2))

Amount of Graduate Endowment

The amount of the graduate endowment for which an individual is liable will be the amount
prevailing on the first day of the first academic year of the relevant degree course or
continuous programme of higher education. (Regulation 6 (a) and (b). The amount of
graduate endowment for the period 1 august 2000 to 31 July 2001 will be £2000. (Regulation
(3)) This amount will be uprated in future years in line with the Retail Prices Index.
(Regulation 6 (5)).

Payment of the Graduate Endowment

A liable individual will be required to pay the full amount of the graduate endowment on the
due date. (Regulation 7(1)) Payment can be made by taking out an income contingent loan for
the purpose. If an individual takes out such a loan it will be added to their existing loan
account, or a loan account will be opened if no previous loans have been taken out, on the
due date. (Regulation 7(2) and (4)) The loan made to cover the graduate endowment liability
will be made and collected under the same terms and conditions as loans made to cover living
costs. In certain circumstances an application for such a loan may be accepted after the due
date. (Regulation 7(3)) The Regulations will be expanded to take account of the outcome of
ongoing discussions about the operation of the scheme. It is likely that issues relating to
making income contingent loans to those liable to pay the endowment will appear in a new
Part II of these Regulations. 7(2) – (4) will probably be transferred to the proposed Part II.

Provision of Information

In the event that information is required about individuals in order to assess liability for the
graduate endowment, individuals, colleges and universities will be required to provide the
information, as appropriate. (Regulation 8).
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SCOTTISH STATUTORY INSTRUMENTS

2001 No.

EDUCATION

The Graduate Endowment (Scotland) Regulations 2001

Made     -    -    -    - June 2001

Laid before the Scottish Parliament June 2001

Coming into force 1 August 2001

The Scottish Ministers, in exercise of the powers conferred upon them by section 1 of
the Education (Graduate Endowment and Student Support) (Scotland) Act 2001(1) and
by sections 73(f) and 74(1) of the Education (Scotland) Act 1980(2), and of all other
powers enabling them in that behalf, hereby make the following Regulations:

Citation and commencement
1. These Regulations may be cited as the Graduate Endowment (Scotland) Regulations

2001 and shall come into force on  1st  August 2001.

Interpretation
2. (1) In these Regulations-

“academic year”, in relation to a course, means a period beginning on the first day
of the first term of the academic year for that course and ending on the last day of the
final term of that academic year for that course;

“the Act” means the Education (Graduate Endowment and Student Support)
(Scotland) Act 2001;

“continuous  programme of higher education” means a  programme of education
undertaken by an individual comprising-

(a) either:
(i) a course leading to a Higher National Certificate immediately followed by

a course leading to a Higher National Diploma (disregarding any
intervening vacation); or

(ii) a course leading to a Higher National Diploma; and

(b) a first degree course which immediately follows the course referred to in
paragraph (a) (disregarding any intervening vacation);

“due date” means [                      ] immediately following the last day of the last
academic year of the course of higher education in respect of which the liability to
pay the graduate endowment arises;

“full-time course of higher education” means a course of higher education which is
a sandwich course or a course-

                                                
(1)  2001 asp <>
(2)  1980 c.44. Section 73(f) was amended by section 29(1) of the Teaching and Higher Education Act 1998 (c.30) and by section 2 of the

Education (Graduate Endowment and Student Support)(Scotland) Act 2001.
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(a) which persons undertaking it are normally required by the institution
providing it to attend (whether at premises of the institution or elsewhere) for
a period of at least 24 weeks in each academic year except the final academic
year and of at least eight weeks in the final academic year; and

(b) the nature of which is such that a person undertaking it would normally
require to undertake periods of study, tuition or work experience which
together amount in each academic year to an average of at least 21 hours a
week as respects the periods of attendance mentioned in sub-paragraph (a)
above for the year;

 “liable individual” means an individual who is liable to pay the graduate
endowment;

“periods of work experience” means-
(a) periods of industrial, professional or commercial experience associated with

full-time study at an institution but at a place outwith the institution; and
(b) in the case of a course which includes the study of one or more modern

languages for not less than one half of the time spent studying on the course,
and which includes periods of residence in a country whose language is a
language of the course, such periods of residence during which the student is
employed; and

“sandwich course” means a course consisting of alternate periods of full-time study
in an institution and periods of work experience so organised that, taking the course as
a whole, the student attends for the periods of full-time study for an average of not
less than 19 weeks in each year, and for the purposes of calculating his attendance the
course shall be treated as beginning with the first period of full-time study and ending
with the last such period.

Liable Individuals
3. (1) Subject to the following paragraphs and regulation 4, an individual of the

following description shall be liable to pay the graduate endowment under section 1(1) of the
Act, namely an individual who:

(a) has undertaken a full - time course of higher education which commenced on
or after 1 August 2001 which is the first full - time course of higher education
undertaken by him;

(b) has undertaken that course for a period of [at least];

(c) is a person mentioned in paragraphs 2 to 7 of Schedule 1; and

(d) has either:
(i) been awarded a first degree as a result of his undertaking the course; or

(ii) not been awarded a first degree, but satisfied the academic requirements
of the institution at which he undertook the course for such an award at
the time at which he ceased undertaking the course as a result of his
undertaking the course.

(2) An individual who has undertaken a full-time course of higher education which
commenced on or after 1 August 2001 shall not be liable to pay the graduate endowment if
that course is undertaken as part of a continuous  programme of higher education which
commenced prior to 1 August 2001.
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(3) This paragraph applies to individuals undertaking a full-time course of higher education
who:

(a) transfer from one institution to another to undertake the same or any other full-
time course of higher education;

(b) cease to undertake that course but transfer to another full-time course of higher
education at the same institution; or

(c) cease to undertake that course but transfers to another course of higher
education which is not a full-time course of higher education.

(4) In the case of an individual to whom paragraph (3) applies, for the purposes of
paragraph (1) -

(a) all of the full-time courses of higher education undertaken by them which
follow on immediately from the preceding course (disregarding any
intervening vacation) shall be treated as a single course of full-tine higher
education;

(b) the period taken into account for the purposes of sub-paragraph (1)(b) shall be
the entire period during which the individual undertook the full-time courses
of higher education referred to in sub-paragraph (a);

(c) sub-paragraph (d) shall apply as if-
(i) in the case of an individual to whom paragraph 3(a) applies, the references

in sub-paragraph (d)(ii) to “the institution at which he undertook the
course” was a reference to the last institution at which he undertook the
course;

(ii) in the case of an individual to whom paragraph 3(b) applies, the
references in sub-paragraphs (d)(i) and (d)(ii) to “the course” were
references to all of the courses of full-time higher education undertaken
by that individual; and

(iii) in the case of an individual to whom paragraph 3(c) applies, the references
in sub-paragraphs (d)(i) and (d)(ii) to “the course” were references to the
course and any other course of higher education (whether full-time
courses of higher education or otherwise) which he undertakes
immediately thereafter (disregarding any intervening vacation).

Exempt Individuals
4 (1) An individual shall be exempt from liability for the graduate endowment if, on the

first day of the first academic year of the course of higher education in respect of which he
would otherwise be liable to pay the graduate endowment, he:

(a)  has attained the age of 25 years;
(b) is married; or
(c) has supported himself out of his earnings for periods aggregating not less than

3 years.

(2) An individual shall be exempt from liability for the graduate endowment if, at any
time during the course of higher education in respect of which he would otherwise be liable
to pay the graduate endowment, he:
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(a) is eligible for an allowance under the Students’ Allowances (Scotland)
Regulations 1999(2) in respect of his being a lone parent; or

(b) is in receipt of an allowance under those Regulations in respect of his being a
disabled student.

(3) For the purposes of paragraph (1)(c) above, a person shall be regarded as having
supported himself out of his earnings for any period or periods during which he satisfies any
of the conditions set out in paragraph 3(2) of Schedule 2.

Exempt Courses

5 (1) For the purposes of section 1 of the Act, the following classes of course shall
be treated as not falling within section 38 of the Further and Higher Education (Scotland) Act
1992(3):

(a) a course at a higher level in preparation for a higher diploma or certificate;
(b) a course for the education or training of teachers;
(c) a course of post-graduate studies (including a higher degree course);
(d) a course at a higher level in preparation for a qualification from a professional

body; and
(e) any other course at a higher level not being a first degree course.

(2) For the purposes of section 1, the following courses shall be treated as not falling within
the said section 38:-

(a) a first degree course in nursing or midwifery; or
(b) a first degree course in one of the course listed in Schedule 3.

Amount of Graduate Endowment
6 (1) Subject to paragraph (2), the amount of the graduate endowment for which an

individual is liable shall be the amount of the graduate endowment prevailing on the first day
of the first academic year of the course of higher education in respect of which he is liable to
pay the graduate endowment.

(2) If an individual undertakes a course of higher education in respect of which he is liable
to pay the graduate endowment as part of a continuous programme of higher education, the
amount of the graduate endowment for which that individual is liable shall be that prevailing
on the first day of the first academic year of that continuous course of higher education.
(3) For the period from 1 August 2001 to 31 July 2002, the amount of the graduate
endowment shall be £2000.
(4) For any subsequent period of one year commencing on 1 August, the amount of the
graduate endowment shall be the amount of the graduate endowment for the previous period
increased by the appropriate percentage for that subsequent period and if the resulting amount
is not a whole number of pounds, it shall be rounded down to the nearest pound.
(5) The appropriate percentage for any period is the percentage by which the retail prices
index for the month of July immediately preceding that period has increased compared with
the retail prices index for the previous July.

Payment of Graduate Endowment
7 (1) Each liable individual shall pay the full amount of the graduate endowment for

which he is liable to the Scottish Ministers on the due date.

                                                
3 1992 c.37
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(2) Subject to the following paragraphs of this regulation, a liable individual may apply to
the Scottish Ministers for a loan in accordance with regulations made under section 73(f) of
the Education (Scotland) Act 1980(4) for the purposes of discharging his liability to pay the
graduate endowment.

(3) An application for such a loan shall be made by the due date, unless the Scottish
Ministers consider that, having regard to the circumstances of the particular case, the time
limit should be relaxed, in which case the application must be made by such date as the
Scottish Ministers may specify.

(4) The Scottish Ministers shall not  make any loan as a consequence of any such
application until the due date.

Provision of Information
8 (1) Every liable individual, and any individual whom the Scottish Ministers

consider may become a liable individual, shall, as soon as reasonably practicable after
requested to do so, provide the Scottish Ministers with such information as they consider
necessary arising out of or in connection with his liability for, or the payment by him of, the
graduate endowment.

(2) Every institution which provides any course of higher education shall, as soon as
reasonably practicable after requested to do so, provide the Scottish Ministers with such
information as they consider necessary in respect of liable individuals and persons who may
become liable individuals.

A member of the Scottish Executive
St Andrew’s House,
Edinburgh
              2001

                                                
4 1980 c.44. Section 73(f) was amended by section 29 of the Teaching and Higher Education Act 1998 (c.30) and by section 2 of the

Education (Graduate Endowment and Student Support) Act  2001 (asp<>)
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SCHEDULE 1
Regulation 3(1)(c)

LIABLE INDIVIDUALS

1. (1) In this Schedule:

“EEA Agreement” means the Agreement on the European Economic Area signed at
Oporto on 2nd May 1992(5) as adjusted by the protocol signed at Brussels on 17th

March 1993(6);

“EEA migrant worker” means a person who is a national of a member State of the
European Economic Area who has taken up an activity as an employed person in the
United Kingdom

(a) under Council Regulation (EEC) No. 1612/68 on freedom of movement for
workers within the Community, as extended by the EEA Agreement(7); or

(b) in circumstances where as a national of the United Kingdom he has an
enforceable Community right to be treated no less favourably than a national of
another member State in relation to matters which are the subject of the above
mentioned Council Regulation;

“European Community” means the territory comprised by the member states of the
European Community as constituted from time to time;

“European Economic Area” means the European Community, and subject to the
conditions laid down in the EEA Agreement, the area comprised by the Republic of
Iceland, the Kingdom of Norway and the Principality of Liechtenstein;

“the Islands” means the Channel Islands and the Isle of Man;

"national of a member state of the European Community" means a person who is a
national for the purposes of the Community Treaties of any member state of the
European Community (including the United Kingdom) as constituted from time to
time;

"parent" includes a step-parent, a guardian, any other person having parental
responsibility for a child and any person having care of a child, and "child" shall be
construed accordingly;

“relevant day” means the first day of the first academic year of a full - time course of
higher education.

(2)For the purposes of this Schedule, an area which-

                                                
5 Cm. 2073
6 Cm. 2183
7 OJ No. L 257, 19.10.68, p. 2 (OJ/SE 1968 (II), p.457)
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(a) was previously not part of the European Community or the European
Economic Area, but

(b)at any time before or after these Regulations come into force has become part
of one or other or both of those areas,

shall be considered to have always been part of the European Community or the
European Economic Area, as the case may be.

(3)Schedule 2 shall have effect for the purposes of determining whether a person is to be
treated, for the purposes of this Schedule, as being, or having been, ordinarily resident
in a place at, or for, a particular time.

2. A person who :

(a) is ordinarily resident in Scotland on the relevant day;

(b) has been ordinarily resident in the United Kingdom and Islands throughout the
period of 3 years immediately preceding the relevant day; and

(c) is settled in the United Kingdom within the meaning of the Immigration Act
1971(8) on the relevant day.

3. A person who is an EEA migrant worker who-

(a) is entitled to the payment of an allowance by virtue of Article 7(2) or (3) of
Council Regulation (EEC) 1612/68 on freedom of movement for workers within
the Community (which was extended to apply to the whole of the European
Economic Area by the EEA Agreement) or, where he is a national of the United
Kingdom, by virtue of an enforceable Community right to be treated no less
favourably than a national of another member state in relation to matters which
are the subject of Article 7(2) and (3);

(b) has been ordinarily resident in the European Economic Area throughout the period
of 3 years immediately preceding the relevant day; and

(c) is ordinarily resident in Scotland on the relevant day.

4. A person who is the spouse of an EEA migrant worker and who-

(a) has been ordinarily resident in the European Economic Area throughout the period
of 3 years immediately preceding the relevant day;

(b) is installed in the United Kingdom with his spouse; and

(c) is ordinarily resident in Scotland on the relevant day.

5. A person who is the child of an EEA migrant worker and who-
(a) is entitled to the payment of an allowance by virtue of Article 12 of the above

mentioned Council Regulation or, where his migrant worker parent is a national

                                                
8 1971 c.77
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of the United Kingdom, by virtue of an enforceable Community right to be
treated no less favourably than the child of a national of another member state in
relation to matters which are the subject of Article 12;

(b) has been ordinarily resident in the European Economic Area throughout the period
of 3 years immediately preceding the relevant day; and

(c) is ordinarily resident in Scotland on the relevant day.

6. A person who-

(a)(i) has been informed in writing by a person acting under the authority of the
Secretary of State for the Home Department that, although he is considered not to
qualify for recognition as a refugee, it is thought right to allow him to enter or
remain in the United Kingdom and he has been granted leave to enter or remain
accordingly;

(ii)is ordinarily resident in Scotland on the relevant day; and

(iii) has been ordinarily resident in the United Kingdom and Islands throughout
the period of 3 years immediately preceding the relevant day; or

(b) is the spouse, child or step-child of a person of the kind described in sub-
paragraph (a) and who meets the residence requirements specified in sub-
paragraphs (a)(ii) and (a)(iii).

7. A person who-

(a) is a national, or the child or step-child of a national, of a member state of the
European Community;

(b) has been ordinarily resident in the European Economic Area throughout the period
of 3 years immediately preceding the relevant day;

(c) has not been ordinarily resident in the United Kingdom and Islands throughout that
3 year period; and

(d) seeks an allowance in respect of a full-time course of higher education at an
establishment in Scotland

SCHEDULE 2
Schedule 1

ORDINARY RESIDENCE

1. For the purposes of paragraph 2(a) of Schedule 1-
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(a) a person shall be treated as being ordinarily resident in Scotland on the relevant day if
the Scottish Ministers are satisfied that he was not actually so resident only because
he, his spouse or his parent was for the time being-

(i) employed outside Scotland; or

(ii) attending a course of study or undertaking postgraduate research outside
Scotland; and

(b) a person shall not be treated as being ordinarily resident in Scotland on the relevant
day if the Scottish Ministers are satisfied that his residence there on that day is in any
sense attributable to, or connected with, any period of residence in Scotland within 3
years immediately preceding the relevant day as respects any part of which its purpose
was wholly or mainly that of receiving full-time education.

2. - (1) Sub-paragraphs (2) and (3) below shall apply in determining, for the purposes of
paragraphs 2(b), 3(b), 4(a), 5(b), 7(a)(iii) and 8(b) and (c) of Schedule 1, whether a person is
to be treated as having been or not having been ordinarily resident for the specified period in
either the United Kingdom or the European Economic Area (hereinafter referred to in this
paragraph as "the relevant area").

(2) A person shall not be treated as having been ordinarily resident in the relevant area for the
specified period if the Scottish Ministers are satisfied that he was resident therein for any
part of that period wholly or mainly for the purpose of receiving full-time education.

(3) A person shall be treated as having been ordinarily resident in the relevant area for the
specified period if the Scottish Ministers are satisfied that-

(a) the person was born and has spent the greater part of his life in the relevant area and
that-

(i) his parents or either of them have been ordinarily resident in the relevant area
throughout the specified period and he himself is not an independent student;
or

(ii) he has been ordinarily resident in the relevant area for at least 1 year of the
specified period and no part of that period of residence was wholly or mainly
for the purpose of receiving full-time education; or

(b) the person was not actually ordinarily resident in the relevant area for the specified
period only because he, his spouse or his parent was for the time being-

(i) employed outside the relevant area; or

(ii) attending a course of study or undertaking postgraduate research outside the
relevant area.

3. - (1) In paragraph 2(3)(a)(i), "an independent student" means a person who on the relevant
day-
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(a) has attained the age of 25 years;

(b) is married; or

(c) has supported himself out of his earnings for periods aggregating not less than 3
years.

(2) A person shall be regarded as having supported himself out of his earnings for any period
or periods during which he-

(a) was participating in arrangements for training for the unemployed under any scheme
operated, sponsored or funded by any state authority or agency, national, regional or
local;

(b) was in receipt of benefit payable by any state authority or agency, national, regional
or local, in respect of a person who is available for employment but who is
unemployed;

(c) was available for employment and had complied with any requirement of registration
imposed by a body referred to in paragraphs (a) or (b) as a condition of entitlement for
participation in arrangements for training or receipt of benefit;

(d) received any pension, allowance or other benefit paid by reason of a disability to
which he is subject, or by reason of confinement, injury or sickness, paid by any state
authority or agency, national, regional or local, by an employer or any former
employer, or by any other person;

(e) held a Scottish Studentship or comparable award; or

(f) could not reasonably be expected to support himself out of his earnings because he
had the care of a person under the age of 18 years who was wholly or mainly
financially dependent upon him.

SCHEDULE 3
Regulation 5(2)(b)

EXEMPT COURSES

For the purposes of Regulation 5(2)(b) the following courses shall not be treated as falling
within  the said section 38-

(a) Dental Hygiene
(b) Dental Therapy
(c) Chiropody
(d) Podiatry
(e) Dietetics
(f) Occupational Therapy
(g) Orthoptics
(h) Physiotherapy
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(i) Radiography
(j) Speech Therapy
(k) Language Therapy
(l)   Prosthetics and Orthotics
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ILLUSTRATIVE DRAFT OF THE GRADUATE ENDOWMENT (SCOTLAND)
REGULATIONS 2001

I enclose the draft of these Regulations which govern the arrangements for the payment of the
Graduate Endowment by liable individuals and an associated Explanatory Note.

I hope the Committee will find these draft Regulations helpful in its consideration of the Education
(Graduate Endowment and Student Support) (Scotland) Bill which provides regulation making
powers governing the Graduate Endowment. The draft Regulations are as complete as possible at
this time but there are still some issues of detail which are under discussion. In particular issues
relating to making income contingent loans to those liable to pay the Endowment, are likely to
appear in a new Part II of these Regulations. However, rather than delay providing the Regulations I
thought you would wish to see the almost complete draft with my undertaking that the Committee
will see a fuller set of Regulations as soon as possible. You should note that regulation 7(2) – (4) will
probably be transferred to the proposed Part II.

I have sent copies of the draft Regulations and Explanatory Note to SPICe.

HENRY McLEISH
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NUS Scotland submission to the Enterprise
and Lifelong Learning Committee of the

Scottish Parliament

NUS Scotland

NUS Scotland is an autonomous federation of local student organisations in Scotland, comprising
over 60 local campus student organisations that are affiliated to the National Union of Students of
the United Kingdom (NUS). NUS Scotland has been a devolved, but integral, part of the National
Union of Students for nearly thirty years. The students' associations in membership of NUS Scotland
account for 76% of students in higher education in Scotland and over 90% of students in further
education in Scotland.

Students' associations affiliated to NUS retain autonomy over all policy areas, and NUS Scotland
operates a democratic forum for policy and debate on national issues affecting students.

NUS Scotland Policy
The Scottish Executive has outlined its plans for student financial support in its consultation
document, ‘Scotland the Learning Nation, Helping Students.’ NUS Scotland has made a formal
written response to the consultation entitled ‘Student finance: funding futures.’

NUS Scotland continues to support the full implementation of the Cubie committee
recommendations, and believes that the current proposals do not go far enough in addressing
student hardship in Scotland.

O c t o b e r  2 0 0 0

the scottish union of
students
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Specific issues in relation to the Graduate
Endowment Bill

Introduction
NUS Scotland should like to thank the Enterprise and Lifelong Learning Committee
for the opportunity to make a written submission, and to give oral evidence, on
student finance in Scotland. NUS Scotland has a primary interest in the measures
contained in the proposed legislation regarding the graduate endowment,
council tax liability, and other measures directly affecting students in further and
higher education.

The following submission will deal firstly with the specific areas surrounding the
Education (Graduate Endowment and Student Support) (Scotland) Bill. Other
measures are discussed as a summary of the other key issues.

The legislation itself is limited to providing additional powers to Scottish Ministers, to
make graduates liable to make payments to Ministers and to allow Ministers to
provide student loans to graduates to cover the liability. The Graduate
Endowment Bill also introduces measures to ensure that distance learner students
can receive support and measures to remove student liability for the council tax.

The Graduate Endowment
What the legislation will mean in practice will be contained in regulations rather
than legislation. Some insight into the intended system can be taken from the
explanatory notes, and the Scottish Executive’s consultation document. The
proposed scheme departs significantly from that proposed by the Cubie
committee. Such a departure totally alters the nature of the scheme, and
students are very disappointed with Scottish Executive’s proposals. The reasons for
this can be outlined below.

1. The scheme departs from any notion of financial benefit from higher
education. Whereas the Cubie committee sought contributions from
graduates earning £25,000, the current scheme will raise less money (£17
million rather than £35 million), and will be payable on graduation. Students will
be deemed to have ‘benefited’ without any definition of what that benefit is,
or why it should merit a £2000 charge on graduation. It cannot be right to
demand a financial contribution from graduates that have not financially
benefited from their education.
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2. There will be no specific income threshold for the graduate endowment.
Rather, students who are liable will be offered a student loan if they cannot
pay the graduate endowment on graduation. The current threshold for the
student loans scheme is £10,000. This income threshold figure is not a reflection
of financial benefit, but set so as to recover the money that students have
borrowed to cover their living expenses. Fixing the scheme to the current loans
scheme creates a threshold for repayment that is far too low.

3. Unlike the Cubie committee scheme, which proposed a specific fund to which
employers and others could contribute to fund improvements to student
financial support, the proposed scheme will not involve an endowment fund,
and will see the money collected return to the Government.

4. There are uncertainties regarding the financial aspects of the scheme. The
financial arrangements require further scrutiny. It is not clear whether a loan
from the Student Loans Company to a graduate to pay the Graduate
Endowment will mean:

(a) A cheque for £2000 will be issued by the Student Loans Company to each
graduate to pay the endowment, or

(b) £2000 will be paid by the Student Loans Company directly to the Scottish
Executive on the student’s behalf, or

(c) a debt will be generated and the £2000 added to the student’s liability, but no
payment will actually be made from the Student Loans Company to the
Scottish Executive. If this is intended, NUS Scotland would question whether the
Student Loans Company can generate debt without releasing the money that
is borrowed.

5. In view of the particularly low repayment threshold, NUS Scotland welcomes
the prospect that mature students and sub-degree courses will be exempted.
It is worth noting, however, that the scheme appears to confuse social justice
and individual benefit. Social justice demands providing help to those that are
disadvantaged, while individual benefit demands financial contributions from
those that can afford it. This scheme exempts potentially wealthy graduates
from disadvantaged backgrounds, while charging graduates who may never
earn a high income.

6. NUS Scotland rejects the argument it would be too complex, or an
administrative burden, to establish a separate repayment mechanism for the
new Graduate Endowment. The Student Loans Company already operates a
separate collection scheme for existing graduates at a repayment threshold of
85% of average national earnings1. The Student Loans Company will also be
expected to collect the Graduate Endowment outside the UK in the future.
The Student Loans Company is jointly owned by the Scottish Executive and the

                                                
1 The current threshold for loan repayments under this scheme is £19,104 annual income
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DfEE and costs millions of pounds to run. It should, therefore, be in a position to
serve the needs of the Scottish Executive, as well as those of the DfEE.

7. There remain inconsistencies in the application of the Graduate Endowment
for non-Scottish students. Students from the rest of the UK are to be exempted,
European students are to be liable, while other international students are also
to be exempted. This reinforces the argument that the Graduate Endowment
is to replace tuition fees.

8. Due to the mechanism used for the abolition of tuition fees, the estimated
long-term cost of the new scheme (once the Graduate Endowment comes on
stream) is £33 million. The majority of MSPs in the Scottish Parliament were in
favour of finding £45 million for this measure during the Scottish general
election. NUS Scotland believes that what was affordable then is affordable
now, and that at least the amount pledged should be devoted to addressing
student hardship, where it is desperately needed.

Financial Support for Students
The Education (Scotland) Act 1980, specifies that students attending a course
may receive support. This might exclude distance learners, who do not necessarily
attend an institution, and graduates who have completed their course. This
section gives Ministers the power to grant allowances and loans to students that
are distance learners, or individuals who have graduated.

NUS Scotland welcomes and supports the measures to amend legislation giving
Ministers the power to give financial support to students who are undertaking a
course.

The Council Tax
NUS Scotland welcomes the recognition that many students are liable for the
Council Tax but have no means of paying it. We appreciate any measures that
will lessen the burden for students.

It is not clear, however, that removing students from legal liability will necessarily
resolve the problems. Where students share a property with non-students
(including part-time students or recent graduates) the bill will have to be paid
solely by the non-students. NUS Scotland is concerned that, in reality, students will
be expected to contribute to the household Council Tax bill regardless of whether
they are legally liable for recovery. The same is true of other household bills, such
as gas or electricity, where only the named individual on the bill is legally liable,
but all members of the household are expected to contribute.

Particular concern must be expressed for part-time students, recent graduates
and others on low income, who currently share their residence with full-time
students. Tenants in high band multiple occupancy properties would normally
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expect to share the cost of the Council Tax in such circumstances. These tenants
might not have the resources to pay the full Council Tax. NUS Scotland would
support the use of the existing discount scheme to reduce the bill in such cases.
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Summary of other non-legislative issues

The other aspects of the Scottish Executive proposals not specifically covered by
the legislation (eg the young student’s bursary, the abolition of tuition fees) are
outlined in the Scottish Executives consultation document, Scotland the Learning
Nation: Helping Students. A summary of NUS Scotland’s response to all the non-
legislative proposals on changes to student financial support is given below.

Sharing the cost of student financial support
Graduates are contributing more than ever to student finance, while the public
sector contribution to the total cost has declined from 51% in 1996 to 40% in 1999,
with parental and spouse contributions unchanged at 20%.2

The Access (or Young Student’s) Bursary
NUS Scotland welcomes the shift away from 100% loan provision in student
funding for the poorest students. However, the decision to restrict access bursaries
to young students, specifically those who are subject to a parental means test,
seems arbitrary. The hardship and graduate debt experienced by mature and
independent students is just as severe, and deserves an equitable level of
support.

The £10,000 income threshold is too low. NUS Scotland is concerned that many
students from low-income backgrounds will be unable to benefit fully from the
bursaries. The threshold for full entitlement should be raised to realistically address
hardship.

NUS Scotland also believes that Scottish students studying at other UK institutions
should also be eligible for Access Bursaries.

The Mature Students’ Bursary Fund
NUS Scotland has serious concerns about the proposals for this fund. The scheme
does not address a specific aim or purpose, and is therefore not based on any
objective criteria. NUS Scotland strongly opposes the use of discretionary funding
through institutions, as it often leads to wide discrepancies and inequity both
between, and within, institutions.

The Scottish Executive should operate a centralised scheme on an entitlement
basis. It would be better for the Scottish Executive to take a more realistic
approach, and deliver on limited targets, than to attempt too much with
inadequate resources.

                                                
2 Figures reproduced from the Independent Committee of Inquiry into Student Finance - Second
Consultation Paper (October 1999).
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Further education
The introduction of the fee waiver scheme for all full-time further education
students, and the expansion of the scheme for part-time students, will be
important steps towards increasing participation in lifelong learning.

The proposal to equalise further education bursary payments with the support
package in higher education is welcome, albeit complicated by the conflict
between a bursary system and one mainly featuring loans. The most
straightforward equalisation would be to match the ‘additional support’
payments, such as Dependants Allowance, Lone Parents’ Allowance and Two
Homes Allowance.

Assessing family support
NUS Scotland welcomes the Scottish Executive’s proposals to raise the thresholds
for means testing, especially in further education. Equalisation of the parental and
spouse means tests in higher and further education is very welcome, and will
address some of the anomalies between the two systems. Further education
students have been subject to a low means test, with rapid tapering, and this
compares unfavourably with their higher education equivalents.

NUS Scotland would urge caution in extending the definition of financially
dependant relations to include those who are unmarried or unrelated, particularly
where family income is assessed by other agencies such as the Child Support
Agency.

Special help for particular groups
NUS Scotland would recommend that assistance with childcare costs for students
in further education should be awarded on an entitlement, rather than a
discretionary, basis. The support should also be extended to higher education
students.

The interaction between student financial support and State benefits continues to
cause problems. Although this is a devolved matter, the Scottish Executive can still
act in areas that are a matter of devolved responsibility, such as excluding
Disability Living Allowance benefits from income assessments for bursary support,
and providing additional help where the social security system unfairly penalises
students. This includes help for student parents with school meals and clothing.
These aspects are also under consideration by the DfEE for students in the rest of
the UK.

Postgraduate students
NUS Scotland recommends that the Postgraduate Student Awards System should
be revised and extended to allow more students to access support on the basis
of need, rather than on academic achievement.
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Postgraduate students should be exempt from additional contributions to the
Graduate Endowment.

A Full copy of NUS Scotland’s submission ‘Student finance: funding futures’ is
available from NUS Scotland

NUS Scotland is happy to provide additional information on any aspect of this
submission.

By and on behalf of the Executive Committee of NUS Scotland.

October 2000
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The Education and Training (Scotland) Amendment Regulations 2000

These regulations relate to the provisions of the Education and Training (Scotland)
Act, which the Committee dealt with in the 1999-2000 session. They are in the form
of a Negative Statutory Instrument.

The Committee dealt with the previous version of these regulations at its meeting on
6 September. At this time it became apparent that the regulations did not make
proper provision for either those in remoter areas to have their travel expenses met,
or for trainees to have their childcare costs met in some circumstances. These
provisions relate to commitments made by the Minister during the stage 3 debate on
the bill.

These revisions to the regulations seek to overcome the difficulties outlined above.
The detail of the revisions is outlined in the notes prepared by the Executive and
attached to the Statutory Instrument.

The Subordinate Legislation Committee considered the Instrument at it meeting on
24 October. A letter from the Clerk indicates that the Committee had no comments to
make on the instrument in terms of its remit. However, the Committee did agree to
draw a policy aspect of the Instrument to the attention of the Enterprise and Lifelong
Learning Committee. This aspect is the restriction regarding eligibility for travelling
expenses to those on lower incomes.

The Committee is invited to consider the Instrument.

Alex Neil
Convener

Hyperlink to Statutory Instrument:
<http://www.scotland-legislation.hmso.gov.uk/legislation/scotland/ssi2000/20000342.htm>
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Scottish Utilities Forum

At its inception, the Committee was approached by the Scottish Utilities Forum, to
ask whether it would wish to nominate members to join the Forum. The Forum brings
together the main utilities businesses in Scotland and other interested parties, and
meets quarterly. The Committee agreed to nominate Allan Wilson and Fergus Ewing.

The Forum again approached the Committee two months ago to ask whether it
would wish to extend its representation. The offer was distributed to all Committee
members, and to date Elaine Thomson has responded indicating that she would like
to be considered.

Recommendation

There being no other responses, the Committee is invited to nominate Elaine
Thomson as a member of the Scottish Utilities Forum

Alex Neil
Convener


