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Budget process 2009-10 (Stage 2) 
 
Rate of increase 
 
1. The draft budget for 2009-10 allocates the university sector total funding 
of just over £1 billion. This has slightly increased from the figures announced 
in the Comprehensive Spending Review last year due to an administrative 
change in the way in which the Scottish Agricultural College is funded. 
Funding for SAC was previously from the Rural Affairs and Environment 
portfolio, but this has now been transferred to the Scottish Funding Council 
from 2008-09. In the calculations below (to give a fair comparison with last 
year’s figures) Universities Scotland has subtracted the funding for SAC from 
the total higher education budget. 
 
2. With this adjustment, between 2008-09 and 2009-10 the higher education 
budget will rise from £1035 million to £1082 million. This is a cash terms 
increase of 4.5 per cent. The official GDP deflator assumption remains 2.75 
per cent for 2009-10. Inflation at this rate would mean that the real-terms rise 
in funding would be 1.8 per cent. The current rate of inflation is 4.7 per cent. 
Inflation at this rate would mean a slight real-terms drop in funding of 0.2 per 
cent. 
 
Funding as a proportion of the overall Scottish budget  
 
3. In 1999 the total Scottish Government budget was £16,213 billion and 
higher education funding was £589 million. This means that higher education 
funding represented 3.63 per cent of the total budget. In 2009-10 the 
respective numbers are £34760.5 billion and £1100 million (£18 million has 
been added to this baseline due to funding that universities receive from 
SAAS rather than the SFC), with higher education representing 3.16 per cent 
of budget. 
 
Universities Scotland’s long-term challenges 
 
4. The report of the Joint Future Thinking Taskforce on Universities contains 
a challenge from the university sector to the Government on the funding of the 
sector. The challenge is that by not later that 2028 Scotland should be in the 
top OECD quartile for proportion of GDP invested in higher education but that 
by 2018 at the latest we should have risen to the OECD average. 
 
5. Universities Scotland based those challenges on the most up-to-date 
information available then. At that time, on average OECD countries invested 
1.2 per cent of GDP in higher education. To get into the top quartile a country 
needed to invest 1.5 per cent of GDP. While direct comparisons between the 
OECD and Scotland are not easy to make, Universities Scotland estimates 
that Scotland invests 1.05 per cent of GDP in higher education. This 
calculation tallies with that made by the Scottish Funding Council in a paper it 
presented to the Joint Future Thinking Taskforce on Universities that the 



OECD average is 1.4 per cent and Scotland’s rate is 1.2 per cent. However, 
this calculation includes investment on higher education delivered in the 
further education sector. In the most recent OECD statistics which were 
released in September, the OECD average has risen to 1.3 per cent. 
 
6. At the time our challenge was set, Universities Scotland estimated that 
the cost of reaching the OECD average would be £122 million, calculated at 
2005 prices.  
 
Conclusions 
 
7. Universities Scotland recognises that the Scottish budget for 2009-10 was 
tight and that there are many spending priorities. We recognise that funding 
for higher education is rising at the same rate at the overall Scottish budget in 
cash terms. We also recognise that the real-terms position of universities had 
been hit by an inflation rate which is well above what was predicted. 
 
8. Nevertheless, there are three simple conclusions that we would draw: 
 

• At a time when other countries are significantly increasing their 
investment in higher education, Scotland is making only very modest 
increases in funding which are potentially leaving the sector in a slightly 
worse real-terms position next year compared with this year. 

 
• The proportion of the Scottish budget spent on higher education has 

fallen since last year and remains well below that inherited by the 
Scottish Parliament in 1999. 

 
• The modest target of reaching the OECD average for funding by 2018 

will not be met if the next Spending Review does not produce a 
substantial increase in funding for the university sector. 

 


