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Budget process 2009-10 (Stage 2) 

 
Summary 
 
1. The Association of Scotland’s Colleges (ASC) welcomed publication of 
Scotland’s budget and spending review settlement on 14 November 2007. We 
were pleased to give evidence to the Education, Lifelong Learning and 
Culture Committee at their meeting on 28 November 2007 on the Budget 
process 2008-09. ASC welcomes the opportunity of giving its views on the 
Scottish Government draft budget 2009-2010. Scotland’s Colleges are facing 
a challenging operating environment where cost pressures are mounting. This 
in turn leads to an increased threat to the financial security of colleges. 
Despite growing uncertainties Scotland’s Colleges believe they can continue 
to deliver good quality further and higher education. 
 
Budget changes 
 
2. ASC notes that the Scottish Government’s spending plans for the Scottish 
Further and Higher Education Funding Council (SFC) include a transfer of 
£20.0m to the Health and Wellbeing portfolio in 2009-10 to be repaid in 2010-
11 in respect of the acceleration of the Affordable Housing Investment 
Programme. ASC understands that this is a simple transfer that will have the 
effect of keeping the profile of capital grants for colleges in line with SFC 
activity. ASC will be seeking to discuss the details of this transfer further with 
the Scottish Government and SFC. 
 
Budgetary pressures 
 
3. Since the committee last considered college budgets on 28 November 
2007 the financial challenges faced by Scotland’s Colleges have increased. 
This would be a similar experience to other parts of the private and public 
sectors in Scotland. 
 
4. As the rate of UK inflation has increased so has pressure from college 
staff for pay increases that match rises in the cost of living. Pension 
contributions costs for colleges have also increased. College management 
are aware of the risk of industrial action if pay increases do not keep up with 
inflationary pressures. 
 
5. These pressures are amplified by the statutory requirements for colleges 
to carry out job evaluations and equal pay audits. Colleges carry considerable 
legacy burdens from local authority control, such as, banding incremental 
advance on lengths of service, technology allowances and non standard 
gradings. Preliminary results of job evaluation exercises indicate they may 
add significantly to wage costs. 
 



6. The move to single status gradings and the implementation of equal pay 
audits are likely to also add to wage costs. Both activities are to be completed 
by October 2010 although there may be another 2 years for implementation. 
 
7. Energy cost increases have of course also impacted on colleges although 
these have clearly been felt across the whole of the Scottish economy. 
 
8. The committee will be aware that a number of colleges with new build 
projects either currently underway or completed have commercial debt as part 
of the funding package. Whilst this debt is at manageable levels colleges are 
aware that significant changes in interest rates could have adverse affects on 
their financial forecasting. 
 
9. The Scottish Government’s Curriculum for Excellence and proposed 
Baccalaureate programme will draw on college resources, requiring different 
staffing, teaching and equipment. This is a key consideration in forward 
planning for Scotland’s Colleges. 
 
Charitable status 
 
10. There are 311 days until Scotland’s Colleges are scheduled to lose 
charitable status. The potential loss of income to colleges has been calculated 
by the Scottish Funding Council to be as high as £50million per annum. 
 
11. At its meeting on 18 June 2008, the Education, Lifelong Learning and 
Culture Committee considered and agreed the draft Charity Test (Specified 
Bodies) (Scotland) Order 2008. The Order came into effect on 27 June. 
 
12. The next stage of the process is for the Scottish Government to draft a 
second Order to ensure that college assets, when disposed of, are used for 
charitable purposes. Moving Scotland Forward: The Government's 
Programme for Scotland 2008-09, states that this second Order will ‘…follow 
later this year.’ 
 
13. The Office of the Scottish Charity Regulator (OSCR) has given until 
31 July 2009 to resolve the issues around continuing charitable status for 
Scotland’s Colleges. This reflects the time required to resolve the complex 
legal and parliamentary processes involved. Scotland’s Colleges look forward 
to seeing and offering views on this second Order. ASC will support any 
measure that will safeguard the continuing charitable status of Scotland’s 
Colleges. 
 
Conclusion 
 
14. ASC’s written evidence to the Committee on 28 November 2007 said 
‘...the budget and spending review, while challenging, will enable colleges to 
continue to deliver an effective education service for Scottish learners, 
communities and businesses.’ 
 



15. ASC believes that since then the financial pressures on Scotland’s 
Colleges have increased. It is clear that in part this is due to the economic 
difficulties and pressures faced by the Scottish and UK economies that are 
impacting considerably across Scottish public services. 
 
16. Despite these pressures ASC believes that the strength of college 
governance and management combined with financial stewardship of the SFC 
and a sympathetic Scottish Government means that Scotland’s Colleges can 
continue to offer excellent further and higher education opportunities for 
Scotland. 
 


