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Professor Sir Stewart Sutherland     Convener
David Caldwell     Director
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Tom Kelly    Chief Officer
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Funding
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COSHEP
Evidence to Enterprise and Lifelong Learning Committee on the Education
(Graduate Endowment and Student Support) (Scotland) Bill

10 November, 2000

Introduction

In its evidence to the Independent Committee of Inquiry into Student Finance (the Cubie
Committee), the Committee of Scottish Higher Education Principals (COSHEP) argued that there is
a clear financial benefit to those who achieve a higher education qualification in comparison to
those that don’t.  For this reason, COSHEP strongly supported the principle that those who benefit
should contribute to enable others to receive the same benefit.  However, COSHEP felt that to
achieve fairness, a contribution should only be made once the individual has achieved an
identifiable financial benefit.  COSHEP also identified the very real problem of student hardship as
one which must be addressed urgently and called for the introduction of non-repayable maintenance
bursaries for the poorest students.

These recommendation were broadly accepted by the Cubie Committee, and to this end COSHEP,
along with the National Union of Students and the Association of University Teachers as the other
key stakeholders in higher education, called jointly for the full implementation of the Cubie report.

The Scottish Executive’s response was broadly supported by COSHEP, although there were areas
where we would have liked to have seen greater implementation.  However, COSHEP recognises
that the adoption of these recommendations, partly through the Graduate Endowment Bill, will
mean a significantly better position for many students.

COSHEP therefore fully supports the principles which lie behind this Bill.  There are some specific
points we would like to address.

Section 1 – the Graduate Endowment

COSHEP strongly supports the principle of this section of the Bill.  There are four points we would
like to make.

•  Hypothecating the revenue raised through endowment repayments is essential.  COSHEP
recognises the need to provide greater financial support for students, particularly those from
low-income backgrounds.  We therefore support the linking of and Endowment Fund to
bursaries for students.  However, COSHEP would encourage the Scottish Parliament not to
restrict unnecessarily the potential uses of such a fund.  We are not calling for tuition to be
funded from endowment revenue, and would not like to see it used as a replacement for core
funding.  However, there may be occasions in which other factors impacting on students’
studies become a priority.  For example, infrastructure renovation to student accommodation or
the financing of other important student services might be view at some point in the future as
priorities for the student population.  COSHEP would therefore like to see the targets for the
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hypothecation of endowment revenue defined on a fairly broad basis which would enable
flexibility in identifying the real needs of the student population in the future.

•  COSHEP would like to see clarification of the position of exemptions from liability for
endowment payments.  While we strongly support exemptions for categories such as mature
students, it is important that these exemptions do not adversely affect student choice.
Progression from an HND directly onto the third year of a degree course is an increasingly
common route for many students.  Our concern is that, if a student is exempt from the
endowment at HND level but becomes eligible on completion of a first degree, they could
become eligible for the repayment of the full endowment following just one year of study.  This
might act as a strong disincentive for students to continue their study.  In our response to the
consultation document we called for either full or partial exemption from the endowment for
students who complete their studies in a year or less.

•  COSHEP feels that the repayment threshold is too low.  If you accept the principle that
contributions are justified on the basis of personal benefit, you must also accept that personal
benefit should be realised before contributions are made.  A salary level of £10,000 does not
represent significant financial benefit deriving from a higher education qualification – indeed
possibly the opposite.  While we appreciate that the administration of the repayment of the
endowment is significantly simplified by linking it to loan repayments, the unfair threshold for
the repayment of the endowment reflects the unfair threshold for the repayment of loans.
COSHEP feels that both should be raised significantly.  While this would reduce revenue in the
short to medium term, it would also open up the possibility of increasing the level of the
endowment – if repayments are being made by those on significantly higher incomes it would
seem fair that their level of contribution might rise accordingly.

•  COSHEP does not have a strong view on whether a discount should be give for those repaying
their endowment in one lump sum.  While they do not receive the benefit of subsidised interest
repayments, it is likely that those who repay up front are likely to be those from the most
affluent backgrounds.  If there is to be a discount, it should be modest, and certainly not more
than the value of interest rate subsidies for those repaying over a period of time.

Section 2 – Distance Learning

Flexible modes of study are increasingly important for many students and are part of the key to
making lifelong learning a reality.  COSHEP therefore strongly supports the moves made in section
two of this Bill to expand student support to distance learners.

Section 3 – Council Tax

COSHEP views the thrust of section three of the Bill as sensible and supports the principles
contained in this section.

Bursaries

While this Bill does not legislate for the bursaries part of the student finance settlement, there is one
issue COSHEP would like to take this opportunity to flag up.  One of the significant problems faced
by students and identified by COSHEP in our submission to the Cubie Committee was the gap
between the cost of study and the public support available.  Students will have to find other means
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to meet the cost of this gap.  Whether this is done through significant economising, extensive part-
time working or private borrowing, COSHEP believes that there is the significant potential that a
student’s studies will be harmed.  COSHEP calculated in its submission that the average cost of a
year of study for a student living away from home was £4,935.  The Scottish Executive’s proposals
as set out in Scotland the Learning Nation identify an absolute maximum public support from the
combination of loans and bursaries of £4,225, and this is likely to be available only to a minority of
students.  This means that every student will face a funding gap of at lest £700 and potentially
more.  COSHEP would like to see moves to close this funding gap for all students.

Conclusions

COSHEP support the principles contained in the Education (Graduate Endowment and Student
Support) (Scotland) Bill, but would like the Enterprise and Lifelong Learning Committee to
consider further the issues highlighted above.
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ASSOCIATION OF SCOTTISH COLLEGES
___________________________________________________________________

EVIDENCE TO THE ENTERPRISE AND LIFELONG LEARNING COMMITTEE ON
EDUCATION (GRADUATE ENDOWMENT AND STUDENT SUPPORT)

(SCOTLAND) BILL

1. Introduction

1.1 The Association of Scottish Colleges welcomes the opportunity to submit
written evidence to the Enterprise and Lifelong Learning Committee and to
give oral evidence on the package of student finance being proposed in
Scotland.

1.2 The further education sector is the lynchpin of lifelong learning and believes a
properly financed and equitable system of student finance is vital if
modernising access to lifelong learning for all is to become a reality.

1.3 The scope and terms of student awards and loans are of vital importance for
large numbers of students in FE Colleges in Scotland.  In 1998-99 (the last
session for which figures are available) there were 29,746 full-time and 40,039
part-time students on courses of higher education (usually higher national
certificate or diploma) in Scottish FE Colleges.  Most full-time students are
eligible for SAAS awards and SLC loans.  Part-time students who are
unemployed or dependent on benefits are eligible for "fee waivers", and some
may also now obtain help under the £500 loan scheme for part-time HE
students, or from Access Funds.

1.4 FE Colleges play a vital part in extending the opportunity for study at HE level
to those with social or educational disadvantage.  In 1998-99 over 43% of
Scots entering full-time HE for the first time in Scotland did so in an FE
College.  (The equivalent figure for part-timers is 71%).  Many students
embark on HE courses in a college with few or no previous formal educational
qualifications.  In the mid 1990's HM Inspectors identified that 20% of those on
HN courses had no previously educational qualifications at all.  A high
proportion - over half - of students completing HN qualifications continue their
studies either from HNC to HND, or onward to degrees or more specialised
qualifications.

1.5 The FE sector has long recognised that periods of study are part of lifelong
learning and progression which individuals may undertake at different times or
stages in their post-school lives.
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2. “Scotland:  The Learning Nation”

2.1 ASC welcomed many of the proposals contained in "Scotland: The Learning
Nation".  The Association believes that there was recognition of the needs of
FE students and, for full time further education college students, the funding
package is promising.  However, there is still more to be done for part-time
students.

2.2 Key features for the further education sector include:

•  No upfront contribution to tuition fees for full time courses
•  No contribution to the Graduate Endowment Scheme for those studying for

HNC/Ds
•  Better package for full time HE students in colleges
•  Commitment to align allowances, contribution scales and means tests for

FE bursaries with HE awards/loans
•  Commitment to review the relationship between benefits and supports for

part time learners
•  Local administration of bursaries for young people from low income

backgrounds and mature students

3. The Graduate Endowment Bill

3.1 Currently the proposed legislation makes provision for certain individuals to
make payments in respect of certain courses of higher education undertaken
by them, makes further provision regarding financial support for students, and
extends existing provision exempting students from liability for council tax.

3.2 The regulations will make provision for how and when Graduate Endowments
will be paid and other provisions in connection with the Endowment, as well as
identifying who will be liable and exempt from the arrangements.

3.3 The principles underpinning Graduate Endowment Scheme are set out within
the Policy Memorandum.  Other proposals contained in "Scotland: The
Learning Nation - Helping Students" do not appear in the Bill as they do not
require primary legislation. This means that the legislation does not reflect the
wider package of student support that will become available from 2001.  While
it is understood that this can be done by regulations, ASC has always
maintained that the full range of proposed measures should be subject to
scrutiny by the Scottish Parliament.

4. The Graduate Endowment

4.1 ASC welcomes the exemption of those taking qualifications below degree
level, for instance those studying for HNC and HND, from liability for paying
the Graduate Endowment.  It is our understanding that the Endowment is
premised on higher lifetime earnings for those in possession of degree
qualifications.
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4.2 Exempting this group is clear recognition that those with degrees are likely to
derive greater benefit in the job market, as well as recognition that some
individuals might well be put off pursuing higher education, if an Endowment
payment was to be linked to sub-degree level study.

4.3 ASC supports the exemption of mature students, lone parents and disabled
students who are likely to be disadvantaged, even after graduation.  However,
exemption of mature students might not be necessary if the threshold for
repayment of student loans, which may be used to pay the Endowment, was
set higher than £10,000.

4.4 A higher threshold, better reflecting the extent to which a graduate could
reasonably be regarded as having benefited from their degree in the labour
market, would allow a narrower set of exemptions to reflect the differing
circumstances of individuals in each of these three categories.

4.5 ASC recognises the dilemma of affordability and who should pay for higher
education.  On the one hand it seems reasonable that those who get most
benefit should contribute more to the cost of higher education.  On the other, it
is vital to encourage as many students as possible to carry on their studies to
the highest level they are capable of attaining.

4.6 ASC believes that the earnings threshold of £10,000 for the Student Loans
Scheme creates a threshold for repayment that is already too low if this is also
to be applied to contributions to the Graduate Endowment.  At this level,
contribution will be seen more as a form of graduate taxation for having
graduated, rather than as a contribution for benefits received by way of higher
lifetime earnings.  If the concept of the Scottish Graduate Endowment is to
secure widespread support, it is vital that contributors do not feel that they
have been unfairly treated.

4.7 The Student Loan Scheme is set and operated at a UK level, however, the
Student Loans Company (SLC) is jointly owned by the Scottish Executive and
DfEE.  It should be recognised that the Graduate Endowment Scheme is a
scheme specific to Scotland.  ASC does not believe that the argument for a
link between contributions to the Scottish Graduate Endowment and the
repayment of Student Loans has been made.  The Student Loans Scheme is
one which funds loans for students to cover their living expenses and the
£10,000 threshold figure reflects this.  The Graduate Endowment, it is claimed,
reflects the benefit that the graduate is assumed to achieve by way of higher
earnings.  This does not seem to be reflected in a threshold of £10,000.

4.8 ASC believes that until appropriate comparison can be made with other
systems, the Executive should not rule out a separate system for the collection
of loans to pay Graduate Endowments.
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5. Financial Support for Students

5.1 Clause 2 (2) would enable Ministers to grant allowances and loans to distance
learners who undertake a course of study but do not necessarily attend FE
college or another institution.  ASC's supports extension and enhancement of
support from public funds for part-time students.  This is particularly important
from those from socially or educationally disadvantaged backgrounds, and
households with low income.  There are important practical considerations,
however, about resources, priorities, and scope of the support to be given.  If
eligibility for support of part-time students is to be extended, there should be
additional funds commensurate with the level of support and numbers of
awards to be made to additional students.

5.2 There also need to be clear procedures for consultation and scrutiny by the
Scottish Parliament for changes in the awards or loans scheme.  It is unfair to
students if hopes of support are raised only to be thwarted by the restrictions
of cash limits or "small print" exclusions.  For part-time students it is
particularly important to be clear that any support is lump sum (for any
purpose connected with study or needs-related for specific elements of
support such as childcare, travel, or study expenses such as materials, books,
or equipment).

5.3 The Bill also enables loans to be made to students who have completed their
course to enable them to fulfil their liability to pay the graduate endowment.
This is a technical amendment which ASC supports.  If the premise of the
Graduate Endowment is that graduates who derive benefit from their degree in
the job market should contribute, it is right that those who have completed
their courses should be allowed access to loan funding in order to finance their
contributions.

6. Exemption of Students from Liability for Council Tax

6.1 ASC welcomed the recognition in Clause 3 of the Bill that many students are
liable for the council tax but have no means of paying it.

6.2 The intention appears to be that that all students will have no liability for
council tax, and that any liable person in a household shared with students,
will be solely liable for all the council tax on the property. Non-students will still
be eligible for any discounts to which they are entitled, regardless of whether a
student is part of the household.  (For example, if a single person is sharing a
property with a student, the liable person will still be eligible to a single
persons discount).  This needs to be made more explicit.

6.3 The Bill also needs to make more explicit the intention to exempt all students
who study 21 hours or more.  It should be made clear whether this means 21
hours of study time, or 21 hours attendance.  ASC assumes this means study
time, given that this is also to apply to distance learners.  ASC believes that
using the criterion of "study time" could potentially be very effective in
widening access.
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7. Student Support - Non Legislative Issues

7.1 The Scottish Executive outlined a range of student support proposals in its
document "Scotland: The Learning Nation - Helping Students".  ASC made a
response to this document during the Summer 2000.  A summary of the main
issues covered in the ASC response, which includes the non-legislative
proposals on changes to student financial support, is given below.

Alignment of FE Student Support with HE

7.2 ASC welcomes the intention to align both the levels of support and systems of
assessment for parental/family contributions for FE and HE students.  ASC
has consistently highlighted the anomalies in terms of parental contributions
for the school leaver starting on a FE course, in relation to someone with the
same family background and circumstances starting on a higher education
course.  Student/family/spouse contribution scales should be the same for full
time students regardless of the level of study.  Some distinctive features of the
FE bursary system should be retained including the system of weekly
allowance paid as grant/bursary, given that many FE students come from less
well off backgrounds with no experience of loan, debt or how to budget for it.

7.3 The Executive has stated that they will consider who should be assessed in
relation to student support as part of its means test review.  There is an
argument that long-term partners should have the same status as married
couples.  Currently in the FE sector, a long term partner can be responsible for
making a contribution to student support, not just parents or spouse.
Household income could also be considered as a fair way on which to base
student eligibility support and it is already the basis for access to state benefit.

7.4 ASC believes that proposals on who should contribute towards student
maintenance and the detail of the means test arrangements should be
the subject of scrutiny by the Scottish Parliament.

Access Bursaries

7.5 ASC supports proposals to improve arrangements for young students from
disadvantaged backgrounds and for mature students.  However, there is
concern that as they stand, the proposals for young students would put young
people whose parents failed to meet the parental contribution at a greater
disadvantage than at present.  ASC believes that while the proposed bursary
for young people should be means tested, the taper downward (from £2000 a
year at under £10,000 of income, to £1000 at £15,000 and zero at £24,000 of
income) as proposed by the Scottish Executive will be too severe. (The taper
in loan for maintenance for students from higher income families is also too
severe).  A wider discretion on amount of support is envisaged for the Mature
Students Bursary Scheme.
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Mature Students Bursary Fund

7.6 Given that the Mature Students Bursary Fund (MSBF) is to be a cash limited
fund, available only for exceptional or emergency needs, administration by
individual institutions would be more flexible and responsive.  However, this
will need to be operated within clear, agreed national guidelines.  Local
judgements of priorities should not be used as a pre-text for under funding the
support required.

7.7 Given that it appears that the MSBF will replace and be part funded from
existing funds for Access Funds, ASC would be concerned that students are
not disadvantaged simply because they did not fulfil certain criteria.  A
comprehensive and objective assessment of the resources the MSBF will
need at both sector and institutional level is needed.  The MSBF should be
expected to deal only with non-standard requirements or hardship that the
normal award/loan package does not address.

7.8 Students should not be worse off in full-time study than they would be if they
were still in receipt of benefit.  ASC is concerned that even with the MSBF,
there will still be some students who will be worse off in cash terms as a result
of a decision to study because of the corresponding loss of housing benefit.

Part-Time Students

7.9 The package for helping students outlined in "Scotland: The Learning Nation -
Helping Students" should mean significant improvements for nearly all full-time
FE or HE students.  The needs of part-time students are not fully
addressed.

7.10 The number of people studying part time for both HE and FE qualifications has
continued to increase steeply.  Over 80% of college students on vocational
courses are part-time.  Over 70% of part time students entering higher
education for the first time in 1998/99, did so in a college.

7.11 A major objective for 2002 onwards should be to improve the attractiveness
and opportunities for part-time study as part of a "lifetime learning entitlement"
for people living and studying in Scotland.

ASC Executive
November 2000



EDUCATION (GRADUATE ENDOWMENT AND STUDENT SUPPORT)
(SCOTLAND) BILL: EVIDENCE FROM SFEFC AND SHEFC

Context

1. This section clarifies the relevant responsibilities of SFEFC and SHEFC
and summarises our views on the broad principles that should underpin
the new student support system.

2. The Committee will want to note that neither Council has responsibility for
the funding of student support for higher education students.

3. Although SFEFC has responsibility for the funding of student support for
students on further education level courses, this is not directly relevant to
the specific provisions of the Bill.  However, both Councils have a mission
to help develop the further and higher education systems to contribute to
Scotland's future prosperity and quality of life.  Therefore, we have a
central interest in having an appropriate student support system in place to
ensure that the learning opportunities we fund are as accessible as
possible.

4. The two Councils' submissions to the Cubie Committee were agreed that
the following key principles should underpin a new student support system
for higher education:

•  lack of access to adequate finance should not prevent participation in
higher education for anyone who has the potential to benefit

 
•  finance should be available for any mode of study and at whatever stage

of life or career suits the learner’s circumstances

•  those who are able to pay should contribute to living costs and tuition fees,
through assessed contribution and repayment of loan when in
employment, as their qualifications will lead to above-average long term
benefits

 
•  those least able to pay and most deterred by the prospect of debt should

be helped to overcome financial barriers by special measures

•  there must be complementary investment in the further and higher
education sectors, to ensure that students are able to access high quality
higher education

5. We have approached the provisions of the Bill with these principles in
mind, and set out our commentary on relevant sections below.  Given the
possibility of a revised Bill being submitted, this paper does not refer to
individual clauses but simply to the broad provisions of the three main
sections.



Commentary

The Graduate Endowment

6. The establishment of the Graduate Endowment is consistent with our view
that it is fair to expect graduates to contribute to the costs of higher
education through loans repayable once they are in employment, as their
qualifications are likely to lead to above-average long term benefits.

7. The Councils consider it entirely appropriate that certain categories of
student should be exempted from the Graduate Endowment in the
interests of encouraging wider access.  In their evidence to Cubie the
Councils identified mature students and lone parents as groups who faced
particular barriers to participation.

8. The Councils also concluded that encouraging initial entry into higher
education was likely to be the biggest hurdle.  Therefore we believe that
the proposed exemption of HNC and HND students is a positive measure
to stimulate wider demand at these sub-degree levels.  This is also
consistent with the expectation that students who progress from an HNC
or HND to graduate with a degree, and thereby increase their competitive
advantage in the labour market, will then become liable for the Graduate
Endowment.

9. We consider that it is sensible for the exempted categories to be set out in
subsidiary regulations since the categories may need to be varied in light
of emerging participation trends.

10. The Councils recognise that there are some key areas of national need in
which it is rational for different arrangements to be in place to control
supply and demand, such as teaching, nursing and other professions
allied to medicine. The provisions in the Bill allow for this to be regulated
through subsidiary regulations.

11. There has been discussion about how the proceeds of the Graduate
Endowment should be used.  It is clear from Scotland The Learning Nation
that the Scottish Executive intends the Graduate Endowment to help fund
other developments within the higher education system.  However, to
ensure the maintenance of quality in higher education and the availability
of additional resources for targeted student support, it is essential that
other funding streams are not dependent on the amount available through
the Graduate Endowment because of the inevitable unpredictability of the
level of this fund.  For this reason, the Councils have already welcomed
the Scottish Executive's commitment to make good the loss of the fee
income stream to higher education institutions and colleges through grant-
in-aid to the Councils.  Provided adequate funding remains in place for the
FE and HE sectors, and for student support, we believe that neither
Council would have strong views on how the proceeds from the Graduate
Endowment should be used.



Financial support for students

12. The Councils welcome the proposed provisions that will enable financial
assistance to be provided to distance learners and part-time learners.
This is consistent with our view expressed to Cubie that finance should be
available for any mode of study and at whatever stage of life or career
suits the learner’s circumstances.

Council tax: students to be exempt from liability

13. The Councils' submissions to Cubie emphasised the need to avoid
disincentives to study among unemployed people or those on low
incomes.  Therefore, we welcome this move towards greater coherence in
entitlements to exemptions from taxation, which will help to ensure that
individuals do not find themselves less well off in education than on
benefit.

Complementary Developments in Further Education

14. As mentioned above, SFEFC has responsibility for student support for
students on further education courses.  A wide range of actions is being
taken by SFEFC to improve access opportunities for students since
Scotland the Learning Nation: Helping Students was published in May
2000, which will lead to parallel and complementary developments to the
student support system for further education students.  These measures
have not been touched on in this paper as the Bill clearly deals only with
developments in higher education student support.
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