
Scottish Funding Council 2 

Finance Committee 
 

Inquiry into methods of funding capital investment projects 
 

Supplementary Submission from Scottish Funding Council 
 

Methods of funding 

The Scottish Funding Council (SFC)’s corporate plan 2006-09 states that it will: 
 
provide both formula-based and project funding to support the infrastructure for learning, teaching 
and research in both sectors; and 
 
require and support colleges and universities to implement strategies to ensure the sustainability of 
their productive capacity including their financial, human, physical, and environmental resources. 
 
More recently it has begun to develop a loan support approach to maintain a steady flow of 
investment in improvements. 
 
Project funding 

SFC has provided project funding where it has been able to identify a clear set of priorities (through 
a comprehensive survey of backlog maintenance in the college estate) which can be addressed 
through a manageable number of individual projects.  From the 2004 spending review resources, 
this approach has been successful in addressing one third of colleges’ backlog maintenance.  The 
projects have been developed in close collaboration between the college management and SFC’s 
executive, passing through a gateway style system using SFC’s Capital Investment Committee.  
SFC capital funds to colleges may be expected to lever in, on average, between 35% to 45% of 
investment funding from other sources, although individual cases may vary beyond that range. 
 
In the past, there have been less successful schemes of project funding.  For example the UK-wide 
Joint Infrastructure Fund, under which the universities bid for capital funding, placed a considerable 
administrative burden on both institutions and the funding councils and, while it funded some good 
projects, was judged on evaluation to have been ineffective as the backlog maintenance continued 
to rise and investment did not line up sufficiently with policy priorities. 
 
Formula-based funding 

The estates of the universities are different in nature to those of the colleges.  For example, 
whereas most colleges have one main campus building, Edinburgh University has over 200 
individual buildings.  Universities attract funds for capital from a wide range of sources and, while 
SFC’s funding is a major contributor, it provides less than half of the funding for university estate 
investment.   SFC has taken the view that, rather than second guess what priority projects should 
be funded in this context, it should instead support the estate strategies of the universities.  SFC 
issues guidance on the preparation of estates strategies, reviews the strategies on receipt, and 
requires them to be regularly updated.   Funding allocations are initially calculated based on each 
university’s share of overall sector activity.  Universities are then requested to provide plans for the 
investment of those funds which are checked for alignment with Government priorities and the 
university’s overall estate strategy before the funds are released.  The impact of investment is 
monitored through a range of measures, including the UK-wide system of estate management 
statistics, post-occupancy evaluations and periodic SFC reviews. 
 
SFC’s funding is complemented by a stream of formula-based research capital from the UK 
Department of Innovation, Universities and Skills.  In addition to this, SFC’s grants can be expected 
to lever in funding from other sources of around 100%.  
 
Examples of outcomes from SFC formula capital, supplemented with other sources of funding, 
include: Edinburgh University’s ten year plan which covers the development of the Medical and 
Veterinary Zone at Little France and Easter Bush, including the new Veterinary School and the 
Edinburgh Biomedical Research Centre, major redevelopment at George Square and 
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refurbishment at Kings Buildings; and Strathclyde University’s major rationalisation, which will 
relocate its education faculty with a space reduction of over 50%. 
 
Sustainable reinvestment 

The current level of significant capital funding from the Scottish Government is very welcome and is 
helping to address an inheritance of significant backlogs of maintenance in both sectors to bring 
their estates up to good and relevant condition.  However, SFC is keen that this should not be 
followed by another cycle of neglect and deteriorating condition.  SFC is therefore arguing that 
there should be an ongoing ring-fenced stream of capital funding to give institutions an appropriate 
planning horizon (well beyond that afforded by the current spending review cycles), at a sufficient 
level to facilitate sustainable reinvestment, and to which SFC can attach conditions of grant 
requiring institutions to maintain and sustain the quality and relevance of the estate. 
 
Loan support 

SFC has a pipeline of projects which are addressing urgent needs, but which significantly exceed 
the funds available to it from the 2007 spending review.  Colleges and universities are free to 
borrow funds, but are constrained by the affordability of the repayments.  SFC has devised a 
means of increasing their ability to borrow, and thereby advancing investment, by providing some 
of its grant intervention in the form of loan support (rather than up front capital).  Consultants have 
just been engaged to design and procure a pooled loan facility for this purpose.  SFC Council will 
manage and monitor its future exposure to these loan support arrangements to ensure that they 
are kept manageable. 
 
Scottish Futures Trust 

SFC responded to the Scottish Government’s consultation on the Scottish Futures Trust (SFT).  As 
noted above, SFC is currently using supported borrowing as part of its strategy for funding its 
programme of projects.  Although rates currently achieved are competitive, there is potential for 
benefit from a pooled borrowing facility, through enhanced market understanding of the sectors and 
their covenant and more efficient transaction costs. 
 
Access to pooled expertise could be of benefit, and would add value if it fitted into, and 
complemented, the existing mechanisms. 
 
SFT might potentially provide a vehicle for investment of lifecycle funds so that regular sustainable 
capital funding (as described above) can be matched to uneven lifecycle investment. 
 
Support for development of procurement skills 

Colleges and universities are independent, autonomous bodies.  However, there is a range of 
capabilities in estate management and procurement within them.  While most universities have 
large estates departments, for colleges, and some of the smaller higher education institutions, a 
large capital project is a once in a career experience for senior management.    SFC has engaged 
two professional firms to provide a Property Support Service (PSS) to assist with the 
implementation and monitoring of the capital investment programme.  All live projects have regular 
monthly monitoring, those with specific challenges have additional tailored input, and in some 
cases the PSS is providing a client adviser role.  Workshops are provided to institutions embarking 
on an outline business case to make them aware of all the procedures and guidance and also the 
expertise and management capability required.  SFC recently issued new guidance on post 
occupancy evaluations to ensure that experience can be captured and disseminated.  
 
Roger McClure 
Chief Executive, Scottish Funding Council 
9 April 2008 

 


