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MINISTERIAL FOREWORD

The Scottish Higher Education Funding Council (SHEFC) was established in 1992 and the outcome of the consultation process being reported on here has clearly confirmed that, over the years,  it is seen to have been generally an effective organisation, successfully facilitating the interface between the higher education sector and Government - particularly with regards to its funding role.  I would like to  thank all those who work in the Joint Executive or who have served on the Council over this time for their contribution to this performance.

In that 10 years we have seen many changes in higher education.  Amongst these the significant increase in the numbers of students in our higher education institutions, increasing participation of young people and our research base continuing to punch above its weight in UK terms are perhaps the most obvious.  But there have also been structural changes in the sector with a series of  strategic mergers between institutions and exciting new developments in how HE is being delivered such as the UHI Millennium Institute and the Crichton campus - helping provide higher education to all parts of Scotland - and the bringing of the Scottish places of the Open University under the umbrella of SHEFC. 

And for SHEFC itself, the establishment of the Scottish Further Education Funding Council was an important development.  Not only with the creation of a  Joint Executive to support both Councils but in the opportunities for greater collaboration with the further education sector in areas such as widening access and  easing progression for students, fully recognising that over a quarter of students choose to do HE in our further education colleges. 

And with devolution, there are new opportunities and responsibilities.  Key amongst these for SHEFC is ensuring appropriate accountability for public funding while acknowledging institutional autonomy and allowing the space for innovation and diversity.

Now the challenge is to look forward, building on this foundation, taking account of the need for continuous improvement and the context in which SHEFC will be expected to operate in the next 10 years. This report summarises suggestions made on where further improvements can be made and there are already signs of development of some of these by SHEFC which is welcomed.  But this will be a continuous process.  The current wide ranging review of higher education in Scotland will help inform our views on the priorities and objectives for higher education and the roles and relationships of SHEFC, the sector and other stakeholders in taking this forward.  

My thanks to all those who contributed their views and ideas.  Many of these are reflected here and others will be considered further as we look at the longer term agenda for higher education in Scotland.

Iain Gray

Minister for Enterprise, Transport and Lifelong Learning

INTRODUCTION

The Minister for Enterprise, Transport and Lifelong Learning launched a Review of Scottish Higher Education in October 2001.  As the Scottish Higher Education Funding Council (SHEFC) had not been the subject of a Quinquennial Review since its establishment in 1992, it was decided by the Executive that a review of SHEFC
 should be undertaken as part of the HE Review.  Effectively the HE review is being progressed in three stages:

· First stage

-SHEFCs past performance: which this report provides feedback on

· Second stage
- wider review of higher education: consultation process just



concluding

· Third stage
-next steps: an Executive report bringing together the outcomes




of the overall review process, and insights from other reviews, to




develop the aims and objectives for higher education and the




implications for SHEFC operating in that longer term context.

First stage: Background

The results of the Public Bodies Review
 announced in April 2001 effectively concluded Stage 1 of the Quinquennial review of SHEFC.  The focus of the first stage of the HE review is SHEFC’s performance over the last ten years with the aim of identifying areas where improvements could be made. This has included consideration of the internal operations of the Joint Executive of the Funding Councils in parallel with an external consultation process. As the work of SHEFC is supported by a Joint Executive shared with the Scottish Further Education Funding Council, SFEFC were also invited to participate.

Methodology 

This work was carried out by officials from the Department of Enterprise and Lifelong Learning (ELLD) from the Higher Education Review Team, with input from other parts of the Executive, and  an external consultant to ensure a degree of independence was brought to the process.

A first consultation paper issued by the Executive in October invited comments on SHEFC's past performance in relation to three main themes:

· Aims, objectives, targets and standards

· Governance, accountability, openness and responsiveness to stakeholders

· Working in partnership.

Responses were requested by 12th December 2001 and the individual responses and summary of the views expressed can be found at

www.scotland.gov.uk/who/elld/reportonfirstconsdoc.pdf .

In parallel to this, a discussion paper was produced to stimulate consideration of current performance of SHEFC by staff in its Joint Executive and indicate where there could be opportunities for improvement.

Views were obtained in a number of ways:

· Formal responses to the internal discussion paper were received from the Joint Executive and from the organisation's  recognised trade union; 

· A series of focus groups involving staff from the Joint Executive were held; similarly there was a focus group for Scottish Executive staff.  These were conducted by a facilitator from an external consultant  (4-Consulting);

· Meetings between the ELLD Team and staff from the Joint Executive, including the recognised trade union.

The output from this work was considered in conjunction with:

· the analysis of the Formal responses to the October external consultation paper; 

· relevant issues raised in Interviews which were conducted by the ELLD Team with all HEI Principals, a range of FE College Principals and Dr Chris Masters, Chair of SHEFC, as part of the wider review.

The main issues raised in this process and the Scottish Executive's views are provided in this report.  These are presented broadly within the framework of the themes raised in the external consultation paper.

Second stage : Wider review

A second consultation paper Shaping Our Future, was published in April 2002.  This paper seeks to explore issues concerning the medium to longer term priorities and objectives for the higher education sector in Scotland.  It explores the changing contexts facing both Scotland and the HE sector: the learning challenges, research opportunities,  governance and management development possibilities.  

Third stage : Next steps

Responses to the second consultation paper were requested by the end of July 2002 and will help inform an Autumn paper from the Executive which will seek to set out a future agenda for higher education in Scotland and the steps proposed to deliver this.  Clearly this evolving debate, encompassing the Enterprise and Lifelong Learning Committee's report on its inquiry into Lifelong Learning and the Scottish Executive's Lifelong Learning Strategy amongst others,  will have implications for the context in which SHEFC will be expected to operate and the future role it will play.  

Shaping Our Future can be found at www.scotland.gov.uk/who/elld/he_review.asp 

SUMMARY

The general outcome of the review process was very positive.  SHEFC is perceived to have performed well during the years since its establishment; to have sound internal processes and procedures; to have a relationship with the Scottish Executive that works well. The exercise also indicated that SHEFC had made efficiencies over the years since its establishment, and that in terms of cost it compared favourably with a similar body. 

SHEFC staff are considered to have demonstrated generally high standards of professionalism and integrity and responses suggested that there had been a range of outcomes which help demonstrate SHEFC's success:  the improvement in RAE results, increases in the numbers of Scots, part-time and EU students and encouraging and supporting wider access initiatives.  Other examples given of the positive impact of SHEFC on the sector in improving efficiency and effectiveness included the development of the MANs network,  support for strategic change and institutional mergers.

The importance of SHEFC's role in informing Ministers of the environment in which it and higher education institutions operate and maintaining stability in the sector over the medium-term through its handling of variations in policy, was also highlighted.  And, while welcoming the good work that has been done, it was recognised there was potential for improvement and development given this changing environment.

Key themes to emerge on what has been done and could be developed for the future were :

· SHEFC had worked well as a buffer body between the sector and Government, facilitating the interfaces and relationships appropriately;

· There is an expectation and desire for SHEFC to have greater and more in depth consultation and dialogue with the individual HEIs and the sector as a whole while maintaining the balance between the autonomy of institutions and accountability for public funding;

· That positive work has been done in developing close collaboration and alignment of strategies between SHEFC and SFEFC and this should continue;

· Similarly opportunities for wider consultation, collaboration and partnership with other stakeholders should continue to be explored and progressed;

· Collaboration and partnership within and between HEIs and other stakeholders on a wide range of issues is important and could be further facilitated and supported by SHEFC;

· SHEFC should seek to develop the capacity to provide leadership to the sector and strategic focus and be able to respond quickly to the challenges of the rapidly changing environment the sector  is operating in.

In addition, there were a number of issues raised which are more appropriate to the Scottish Executive such as articulation of policy and widening the membership of the Council while maintaining the balance of expertise. 

It was clear that, while there was much that SHEFC had achieved over the years of its operation, there is a need to move forward in a number of areas building on good work already being done, recognising the changing environment and exploiting opportunities for continuous improvement.

As the review of Higher Education progresses and the context in which SHEFC will be expected to operate is developed, the longer term role of the Council will be considered as part of the third stage of the review.  This will  also take  account of SHEFC's own Strategy Review and other reviews in progress.  

In the meantime, however, there are areas identified in the first stage of the review where there is scope to enhance the day to day working relationships between the Executive, the sector and SHEFC and other stakeholders.  In providing this summary of the feedback and areas where further progress could be made, it is recognised that SHEFC itself is already actively developing strategies in a number of areas which will help address these issues. 

AIMS, OBJECTIVES, TARGETS AND STANDARDS

Consultation and dialogue

The general view was that SHEFC successfully uses a variety of relevant and accessible media to discuss and consult with stakeholders on a wide range of issues.  Whilst there had been acknowledged difficulties particularly surrounding the recent Teaching Funding Review, closer working with the sector through Universities Scotland had been developed to agree revised proposals.  Respondents indicated constructive dialogue on this, and other issues, should continue citing some examples of consultation and dialogue between SHEFC and the sector producing long term results and positive benefits.  It was also thought that SHEFC takes appropriate account of the views and requirements of customers and stakeholders in setting its own aims and objectives. Suggestions made for further improvement in this area include:

· Considering consultation at an earlier stage of development of strategies/initiatives

· Extending consultation to wider range of stakeholders 

· Making responses to consultations available - possibly on its website

· Recognising it is important that  the sector and others are confident their views are listened to and taken account of,   and consider how this is best articulated back to those who contributed and the wider world.

These comments reflected views covering the setting of aims, objectives, targets and standards as well engaging with stakeholders, responsiveness and implementation of policy and procedural changes.

The Scottish Executive:  agrees the importance of SHEFC having constructive dialogue and real consultation with the sector and other stakeholders and expects the Council to continue to do this  in setting its aims, targets and standards and the development and implementation of any major policy or procedural changes.  The suggestions made here should routinely be part of that process.

Autonomy and accountability

The overall view of respondents was that the system has provided the "right balance" between institutional autonomy and accountability for public funds with SHEFC successfully maintaining this "delicate balance".  While there was little support for SHEFC having a proactive planning role, indicating detailed planning is most effectively undertaken at institutional level within their governance arrangements, a stronger strategic focus from SHEFC was supported.  

The potential tension between an open and transparent funding model and the need to encourage diversity and individual approaches was recognised.  The increasing use of formula funding, which was seen as reducing the administrative burden on institutions while retaining accountability,  was welcomed.  It was suggested that a bidding mechanism for non-recurrent funding could undermine attempts to encourage collaboration.  However, an alternative view was that initiative funding could be a useful mechanism to pump prime developments and initiate change.    

The Scottish Executive:  has identified maintaining the autonomy of institutions whilst they ensure both appropriate accountability for their past actions and strategic alignment for their future plans as a key principle in underpinning its considerations in the wider HE review.  Also that there is a need to develop a strategic view which is reflected in the strategies of institutions.  The future role of SHEFC in this regard  will be considered in the third stage of the HE review and views from this and the second consultation paper will be taken into account.  

The Scottish Executive: expects the Council to continue to keep this balance between institutional autonomy and accountability under review while seeking to encourage innovation and diversity.  Also that the Council should continue to seek to align funding more directly with the Scottish Executive's priorities.  

Measures of performance

Currently the Executive articulates its priorities for the higher education sector mainly through the issue of an annual Ministerial guidance letter.  The Annual Expenditure Report of the Scottish Executive also highlights priorities and targets for the sector - especially with regard to widening participation.  Respondents sought greater clarity on the objectives and priorities for the sector from the Scottish Executive.  In turn, it was suggested SHEFC's strategic objectives could be more SMART and have closer linkage with objectives expected from institutions.  

It is recognised that the relatively recently developed  Performance Indicators are being kept under review by the Funding Councils and that others may be introduced.  It was suggested that, in addition, performance measures should be developed on:

· Learning achievement

· People with disabilities

· Student and employer satisfaction

· Knowledge transfers to SMEs. 

The Scottish Executive: will be considering what the medium to long term objectives for higher education should be, how these are best articulated and the role of SHEFC and the sector in delivering these as part of its wider review.

The Scottish Executive:  expects SHEFC to consider the suggestions made for the development of further indicators of performance being mindful of the administrative implications for institutions of any additional data collection requirements. 

Ensuring the staff of the joint executive have appropriate skills and support

The benefits to the sector, the Council and the Scottish Executive of secondments and programmes of informal, developmental visits between SHEFC and other key partners in delivering higher education were highlighted by respondents.  It was highlighted that such interaction builds networks, allows valuable crossover and understanding of issues, relationships and perspective of the various parties encouraging more confident, informed and productive exchanges and collaboration.  

It was suggested that within the Joint Executive there could be more sector-specific posts to build expertise, this could include posts at senior level.

The Scottish Executive:  endorses the principle of exchanging personnel and a greater degree of interaction to improve knowledge and understanding - particularly between higher education institutions, the Council and the Scottish Executive - and that opportunities to do so should be encouraged.    As to the structure and allocation of duties and responsibilities amongst staff in the Joint Executive, this is primarily a matter for the Council.

GOVERNANCE, ACCOUNTABILITY, OPENNESS AND RESPONSIVENESS TO STAKEHOLDERS

Relationships between the Council, higher education institutions, the Scottish Executive and the Scottish Parliament

Overall the current set of relationships were seen as broadly appropriate and that the Council had been proactive in engaging with a wide range of stakeholders.  It was suggested the Council's role in facilitating and influencing the interface between the Scottish Executive, industry and HEIs is a key measure of success. It should inform Ministers of the environment in which it and the higher education institutions operate, maintaining stability and seeking improvement in performance in the sector over the medium-term through its handling of variations in policy.  It was suggested there was a need for more open and ongoing dialogue to ensure Ministers and the Parliament had better information about the sector.   Suggestions for further improvement include:

· More open, ongoing, forward-looking and strategic dialogue between the HE sector and SHEFC

· Strategic dialogues involving SHEFC with Ministers, HEIs, SFEFC and representatives of the Scottish Parliament.  Also with other key agencies such as Scottish Enterprise, Careers Scotland, Future Skills Scotland, learndirect as well as employers' and students' representatives

· Closer working between the sector and SHEFC on a wide range of strategic issues

· Facilitating closer working such as common IT systems and software and exploring opportunities for shared support services.

The Scottish Executive:  recognises the plans SHEFC has to engage the HE sector in strategic dialogues and would encourage such developments. Also that relationships are evolving as devolution and the changing environment develops and this  will be an area to be considered further in the wider review. 

Membership and skills required of the Funding Council 

It was suggested that the balance of the membership of the Council had improved over time broadening the stakeholder representation while recognising the importance of some members being actively connected with teaching and research.  As well as ensuring appropriate gender, age and ethnicity balances,  it was suggested that Council membership should also reflect an appropriate balance between the following:

· industry, the professions and higher education

· students

· high level HE experience, both academic and non-academic, including at Principal level

· international experience

· FE interest, especially at the FE/HE interface

· SMEs, large companies, public bodies who hire graduates or commission research

· Trades Unions

· all families of Universities and higher education institutions

· the Scottish Executive

· the general public.

It was recognised that achieving an appropriate balance of skills and experiences could require exploring new methods of raising awareness of opportunities and encouraging good candidates to come forward.

The Scottish Executive: is responsible for appointments to the Council which are approved by Ministers.  In recent recruitment exercises, within the requirements of the Nolan procedures, the Executive has sought to widen participation in the Council and will continue to do so keeping in mind the need to ensure balance.  

Availability and openness of information

SHEFC was commended for its website, the amount of material made available in the public domain and the fact that it conducts open meetings annually.  While the information currently disseminated was very useful, it was suggested more material could be made available such as Council papers, appointment or policy proposals - while recognising the need to carefully handle sensitive issues.

The Scottish Executive:  recognises the interest expressed by respondents in seeing as much material as possible but also the constraints on SHEFC concerning sensitive material such as that around appointments.   It welcomes SHEFC's development of its website, the significant amount of material already  being made available  and notes its current e-review and would encourage it continuing to review the information it makes available.

WORKING IN PARTNERSHIP

The relationship between SHEFC and SFEFC

Interaction and alignment of strategy and objectives between the two Councils was welcomed and deemed valuable.  Strategic joint working at the HE/FE interface and the retention of a joint Chief Executive and Joint Executive  was also widely supported.  While there was an increasing blurring of the distinction between the sectors, it was appropriate each Council prepares its own Corporate Plan given their very different missions.  However, the development of common targets and cross-sectoral collaboration was welcomed and should be further encouraged.  The Councils should work closely together to ensure they support and do not inhibit strategic alliances and partnerships between and within the sectors.

Initiatives covering both HE and FE issues should be continually reviewed to ensure continued effectiveness and other opportunities for collaboration on areas of shared concern considered.

In the longer term, merger of the Councils and creation of a tertiary education funding Council could be beneficial.

The Scottish Executive: agrees the need for close collaboration and alignment of strategies and objectives on common areas of interest and welcomes the work already done in progressing this.  The Executive expects the Councils to actively seek ways of closer working between themselves and the sector. 

 Comments concerning the longer term structure of the Funding Councils are noted.

The way SHEFC and other organisations work in partnership in furthering the Scottish Executive's objectives

Recognition was given to SHEFC's efforts to build partnerships with the Enterprise network, which was identified as a crucial relationship,  and the real benefits that are starting to come through on issues such as commercialisation and lifelong learning.  However, this relationship still needs to be fully developed with more strategic dialogue on expected growth areas and those which are in decline,  ensuring joined-up thinking and action, improving links with industry, promoting research and encouraging knowledge transfer.  It is suggested this could be strengthened with greater alignment of strategy and objectives between these agencies (as with SFEFC).

SHEFC recognises the importance of integrating its goals with those of other organisations working to develop the Scottish economy and has been developing links with a wide range of bodies.  Those that were particularly highlighted as being important were:

· Scottish Enterprise / Highlands and Islands Enterprise

· Scottish Science Advisory Committee

· NUS (Scotland)

· Trades Unions

· Future Skills Scotland

· Sector Skills Councils

· SUfI / Learndirect scotland
· NHS Executive

· SQA

· Careers Scotland

The Scottish Executive:  agrees the importance of dialogue between key organisations  to take forward its objectives and recognises the importance and commitment SHEFC has attached to this, particularly in relation to SEn / HIE.  This needs to be built upon and extended.

SHEFC's involvement with the wider community

It was suggested that the role of SHEFC should be better explained to the wider community.  Also that SHEFC has a role in emphasising the importance of the HE (and FE) sector to Scotland's economic well-being and its social and cultural development.  While not a matter for SHEFC directly, it was also suggested institutions should raise their profiles locally and ensure they are aware of local partnership working and community development within the context of lifelong learning and continue to play their part.  It was suggested user communities should be consulted on the relevance of provision.

Development of its wider access premium by SHEFC was cited as an example of taking account of the needs of the wider community and was welcomed as helping to support wider participation.  There was concern that policies in this area were not holistic nor that funding provided was necessarily sufficient to address true costs.  This was also echoed in regard to initiatives regarding students with disabilities and those from rural areas and the need for there to be greater embedding in mainstream objectives and funding mechanisms. 

The Scottish Executive:   believes it is important that the role and operation of SHEFC is understood and will consider with SHEFC how this might be progressed following the outcome of the wider review.  However, key engagement with the local community must be at institutional level and the Executive endorses the involvement of community stakeholders, such as  Local Economic Forums and Local Planning Companies,  in the development and assessment of local provision.

The Scottish Executive:  will be considering what the medium to long term objectives for higher education should be, how these are best articulated and the role of SHEFC and the sector in delivering these as part of its wider review.  While recognising that the detailed allocation of funding is a matter for SHEFC this should help provide the context for objective setting and funding decisions taken by the Council. 

The relationship between SHEFC and other funding bodies in the UK

SHEFC has regular interaction with the other UK higher education funding bodies with reciprocal observer-status arrangements, receipt of non-confidential papers and bi-annual meetings between the Chairs and Chief Executives to discuss issues of common concern. 

These relationships were seen as essential by respondents to promote the interests of Scottish institutions at UK level, allow Scottish institutions to take part in UK initiatives and ensure Scottish institutions are not unnecessarily disadvantaged in the UK context.  It was also stated as important so to ensure full involvement  in  and contribution to UK-wide areas such as research and human resource management while recognising the opportunities and implications of a devolved system.

It was also suggested that SHEFC's performance could be usefully benchmarked against that of other funding bodies and beyond.

The Scottish Executive:  agrees the need for and encourages the ongoing development of strong links between SHEFC and the other UK funding bodies.  In particular the Executive would ask SHEFC to consider,  in conjunction with ELLD,  how it can best bring such work to the attention of the Executive in a structured way to help inform development of policy.

The Scottish Executive:  agrees that, in order to demonstrate improvements achieved and highlight areas where more could be sought, some form of benchmarking with other funding bodies would be useful and would ask SHEFC to explore what might be done in this regard. 

EFFICIENCY 

Although it was considered inappropriate to conduct a detailed efficiency scrutiny of SHEFC it was nevertheless important to establish that SHEFC continued to be a cost-efficient means of supporting Ministerial objectives. 

Three areas were examined:

· The pattern of SHEFC’s running costs’ expenditure since its establishment.

· The cost to distribute £1 of programme funds.

· A comparison of similar costs for the Higher Education Funding Council for Wales.

SHEFC running costs 1993-2001

1993/94
1994/95
1995/96
1996/97
1997/98
1998/99
1999/00
2000/01

£3.4m
£3.4m
£3.6m
£3.7m
£3.6m
£3.1m
£2.4m
£2.8m
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The chart demonstrates the pattern of SHEFC’s running costs cash expenditure since 1993. Initial running costs in 1993-94 amounted to £3.4m, and running costs’ expenditure increased gradually over the years to £3.7m in 1996-97. The introduction of the Joint Executive for both SHEFC and SFEFC in 1999 brought about a significant reduction in cost to SHEFC, such that in the last 3 years SHEFC’s running costs budget has averaged around £2.8m. This is 20% less than the average annual expenditure in the early years of SHEFC’s operation.

Cost per £ distributed

An analysis of the cost of distributing £1 of programme funds to the higher education sector was carried out.   This exercise demonstrated that a reduction in the cost per £ distributed from 0.8p to 0.4p had been achieved over the period 1993-2001. The reasons for this are two-fold – funding for higher education has increased significantly since 1993 (by 52% in cash terms) and, as seen above, the administration costs have reduced over the period.

SHEFC – funding


1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01

Programme 
£413.6m
£511.2m
£541.9m
£535.5m
£548.2m
£528.8m
£585.4m
£628.7m

Running 
£3.4m
£3.4m
£3.7m
£3.7m
£3.6m
£3.1m
£2.4m
£2.8m

Cost per £ of distribution
0.8p
0.7p
0.7p
0.7p
0.7p
0.6p
0.4p
0.4p
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Comparison with the Higher Education Funding Council of Wales

As well as considering the pattern of SHEFC’s costs, it was important to compare this with a similar body. The Welsh Higher Education Funding Council is a comparable body. Established in 1992, it funds 13 higher education institutions.

HEFCW – funding


1993-94
1994-95
1995-96
1996-97
1997-98
1998-99
1999-00
2000-01

Programme 
£177.2m
£230.8m
£240.3m
£241.5m
£235.2m
£230.6m
£267.4m
£291.1m

Running 
£1.5m*
£1.7m
£1.7m
£1.8m
£1.6m
£1.7m
£1.5m
£1.6m

Cost per £ of distribution
0.8p
0.7p
0.7p
0.7p
0.7p
0.7p
0.6p
0.5p
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The cost per £ distributed for both SHEFC and HEFCW has been broadly similar over the years. Each was 0.7p for the years from 1994 to 1998. Each has subsequently reduced, and SHEFC’s current cost per £ distributed of 0.4p is now 0.1p lower than that of the Welsh Funding Council at 0.5p. This equates to a difference of 20%. The economies of scale generated by the Joint Executive set up in 1999 for SHEFC and SFEFC are the most likely contributor to this.

Summary

These broad indicators demonstrate that SHEFC has become more cost-efficient over the years since its establishment in 1992; and that it holds up well against comparisons with a similar body. The creation and operation of the Joint Executive in 1999 has been an important factor in reducing costs. 

CONCLUSION

As indicated following the Executive's Review of Public Bodies,  SHEFC must be:

· clearly and appropriately accountable to Ministers and the people whom they serve for the functions they perform.  There must be clarity about what the body itself is responsible for doing;

· able to work in a joined up way with other organisations and be able to draw new people into the processes of government in its widest sense; and

· properly run, efficient and effective, and deliver value for money.

The overall outcome of the review process was very positive in these respects.  SHEFC is perceived to have performed well during the years since its establishment; to have sound internal processes and procedures; to have a relationship with the Scottish Executive that works well. The exercise also indicated that SHEFC had made efficiencies over the years since its establishment, and that in terms of cost it compared favourably with a similar body. 

Facilitating and influencing the interface between Government, the sector and industry was seen to be one of the key measures of success.  As such, the Council's current role as an NDPB at arms length from Ministers had been successful and was appropriate.  The existence of a "powerful buffer body" between institutions and the Executive was viewed to be essential and should be continued.  SHEFC had also contributed to the stability of the sector working with a wide range of stakeholders to fulfil its mission to:

· support the maintenance and further development of Scotland's world-class higher education system.  

· make effective use of public funds in helping Scottish higher education institutions to increase and communicate knowledge and skills that will enrich society, allow individuals to realise their potential, and make a major contribution to the country's prosperity.

There is a need, however, to move forward recognising the changing environment, responding quickly to new challenges, engaging in dialogue with the sector, being open and responsive, building further collaboration and partnership and providing strategic leadership - some of which SHEFC is already developing.

The future role of the Council will be further explored in the evolving debate on the future agenda for higher education..   However,  recognising the constantly changing environment in which it operates and the need to seek continuous improvement, there are a number of issues in the report for the Council to take forward.

Annex 1

SCOTTISH HIGHER EDUCATION FUNDING COUNCIL

Establishment

The Scottish Higher Education Funding Council (SHEFC) was established in June 1992 under the Further and Higher Education (Scotland) Act 1992 and has been responsible for funding Higher Education Institutions (HEIs) in Scotland since 1st April 1993.

The Council

The Chairman and members of the Council are appointed by the Scottish Ministers.  SHEFC is a Non-Departmental Public Body (NDPB), responsible to the Scottish Ministers through the Scottish Executive Enterprise and Lifelong Learning Department.  This approach is designed to devolve central government functions to a variety of bodies with the aim of improving the effectiveness and administration of government business.

Scottish Further Education Funding Council (SFEFC)

On 1st  January 1999, the Scottish Further Education Funding Council was established.  This fulfilled a recommendation of the Garrick Committee that a new Further Education Funding Council be set up alongside the existing Higher Education Funding Council, with a common Executive and a single Chief Executive.  SFEFC operated in shadow form for the first 6 months, enabling its Chairman and members to become familiar with the further education sector and the task ahead, before taking over the Scottish Ministers’ responsibilities for the distribution of public funding to FE Colleges from 1st  July 1999. 

The Executive

SHEFC is supported by an executive organisation under the leadership of its Chief Executive, Roger MClure, who is also Chief Executive of the SFEFC.  The two Councils work alongside each other fostering collaboration and synergy between the sectors.  There is also a degree of common membership on the two Councils. 

The Joint Executive has around 120 staff, a mixture of direct recruits and secondees/ staff on loan from Scottish HEIs and the Scottish Executive. 

Functions

The Council’s main functions as set out in the Act are threefold:

(
to distribute grant funds for teaching and research in Scottish HEIs;

(
to ensure that provision is made for the assessment of the quality of higher education supported by the Council; and

(
to provide the Scottish Ministers with information or advice relating to all aspects of higher education in Scotland, including the financial needs of the sector.

Guidance and Funding

The Scottish Ministers provide guidance to SHEFC annually on how the Council should approach its responsibilities and the main priorities and objective for higher education.  In academic year 2002-03 the Council has budgeted to spend  over £724 million on the higher education sector.

Corporate Planning

The Council operates under a Corporate Plan which is designed to cover a three year period, updated annually and which is approved by the Scottish Ministers.  The Corporate Plan contains targets by which the Council’s achievements can be assessed.  An annual statement of performance against these targets is included in the plan.

Annex 2

Public Bodies Review 2001

The recent Public Bodies Review acknowledged that NDPBs play an important role in advising government and delivering services.  The key underpinning principles that the Executive has adopted include:

· the Scottish Ministers must be, and must be seen to be, directly accountable to the Scottish Parliament for the overall policy and strategic framework within which all devolved functions are carried out;

· arm’s length public bodies (such as SHEFC) have an important role to play in the governance of devolved Scotland.

As such SHEFC must be:

· clearly and appropriately accountable to Ministers and the people whom they serve for the functions they perform.  There must be clarity about what the body itself is responsible for doing;

· able to work in a joined up way with other organisations and be able to draw new people into the processes of government in its widest sense; and

· properly run, efficient and effective, and deliver value for money.

The Review concluded that many public bodies, including SHEFC, do have a clear continuing role to play and so should be retained.  The Executive intends to ensure that these public bodies will be regularly reviewed, at least once every five years to ensure they operate effectively and efficiently, and that they improve continuously in every aspect of performance and service.  Such a review will also consider governance, accountability and responsiveness to customers and stakeholders.  
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� A short background note on SHEFC is at Annex 1 


� Undertaken by the Executive and reported in April 2001, see note at Annex 2


� These figures do not include ring fenced funding provided for particular one-off projects such as the Edinburgh Medical School.





� includes start-up costs from May 1992 to 31 March 1994
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Sheet1

		Higer Education Funding Council for Wales

		Cost per £ of distribution

				1993-94		1994-95		1995-96		1996-97		1997-98		1998-99		1999-00		2000-01
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HE REVIEW
Costings Analysis

In order to compare like with like I have worked purely on staff salaries for the period from 1993 until March 2001.  The comparison with Scottish Office/Executive costs was done using a model supplied by the SE efficiency unit that calculates average salaries per grade.  These figures were calculated for 2000/01 and deflated using the HM Treasury deflator model to give year on year figures back to 1993/94.

As the comparison chart shows, the salary costs to run an equivalent Department within the Scottish Office/Executive would be considerably higher than the actual costs were for SHEFC over the same period of time.  

If these figures are totalled over the whole period it show a cost differential of 22%.  It would, therefore, be 22% more expensive to run an equivalent operation within the Scottish Office/Executive.

The rise in staff salaries within SHEFC have risen  with inflation since 1993.  The significant dip in staff costs that appears in 1999/00 takes into account the set up of the Scottish Further Education Funding Council.  In the founding year of SFEFC some staff split their duties between the Councils until staff were recruited to SFEFC, this also accounts for the rise in the subsequent year as the recruitment of SFEFC staff increased and SHEFC staff were paid wholly from the SHEFC budget.  A small number of staff are still paid by both councils which accounts for only a partiall increase in salaries in the last financial year. 

With reference to the accommodation and administration figures, it is not possible to compare like with like on these figures as the SO/E costs of accommodation per head are not currently available.



Sheet5

		Year		1993/94		1994/95		1995/96		1996/97		1997/98		1998/99		1999/00		2000/01

		Running Costs		3.4		3.4		3.7		3.7		3.6		3.1		2.4		2.8
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Costing analysis

		HE REVIEW

		costings analysis

		SHEFC

				1993/94		1994/95		1995/96		1996/97		1997/98		1998/99		1999/00		2000/01

		Salaries		1622000		1717000		1591000		1597000		1588000		1588000		1239000		1387000

		Accommodation, administration and council		1804000		1721000		2063000		2069000		1996000		1483000		1139000		1372000

		Running costs total		3426000		3438000		3654000		3666000		3584000		3071000		2378000		2759000

		SO/SE

				1993/94		1994/95		1995/96		1996/97		1997/98		1998/99		1999/00		2000/01

		Equivalent SO/SE staff costs (deflated)		1814925		1864521		1891570		1948265		2009971		2060875		2113718		2167916
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		Secretary to the Council		I

		Directors		I		I

		Deputy Directors		I		I		I

		Assistant Directors		I		I

		Senior Policy Managers		I		I		I		I

		Policy Managers		I		I		I		I		I

		Assistant Policy Managers		I		I		I		I		I		I		I		I

		Finance Officers		I		I

		Auditors/Analysts		I		I		I

		Assistant Auidtors/Analysts

		Funding Officers

		Communications Officers

		Head of Communications

		Senior Statisticians

		Statisticions		I

		Assistant statisticians		I

		Senior Policy Officers

		Policy Officers		I		I

		Assistant Policy Officers		I		I

		Personal Secretaries		I		I

		Administrative Officers		I		I		I		I		I

		Aministrative Assistants		I		I		I		I		I		I		I





HE Staff

		SHEFC Staff		SE equivalent				SHEFC Staff		SE equivalent

		Director of Funding		C2				Senior Estates Policy Manager		B2

		Director of FAMS		C2				Assistant Director		C1

		Secretary to SHEFC		C3				Financial Analyst/Auditor		B2

		Assistant Director		C1				Head of SHEFC Secretariat		B3

		Deputy Director		C2				Assistant Policy Officer		B1

		Deputy Director		C2				Financial Analyst/Auditor		B2

		Deputy Director		C2				Administrative Officer		A3

		Administrator		A1				Assistant Planning and Policy Officer		B2

		Statistics Officer		B2				Head of Human resources		B3

		Policy Officer		B2				Assistant development Officer		B1

		Administrative Assistant		A1				Adminstrative Assistant		A1

		Assistant Development Officer		B1				Head of Information Systems		B3

		Policy Officer		B2				Evaluation Officer		B2

		Administrative Officer		A3				Teaching Funding Officer		B2

		Administrative Assistant		A1				Assistant Finance Officer		B1

		Electronic Publishing co-ordinator		B1				Personal Secretary		A3

		Administrative Assistant		A1				Financial Analyst/Auditor		B2

		Assistant Statistics Officer		B1				Senior Financial Analayst		B3

		Office Services Assistant		A1				Research Funding Officer		B2

		Administrative Assistant		A1				Administrative Officer		A3

		Financial Analyst/Auditor		B2				Library Information Officer		B1

		Receptionist		A1				Senior Financial Analyst		B3

		Policy Officer		B2				Administrative Officer		A3

		Personal Secretary		A3				Assistant Communications Officer		B1

		Assistant HR Officer		B1				HR Administrator		A3

		Personal Secretary		A3				Financial Analyst		B2

		Assistant Policy Officer		B1				Assistant Statistics Officer		B1

		Personal Secretary		A3				Assistant Statistics Officer		B1

		Head of Strategic Planning		B3				Head of Strategic Planning		B3

		Assistant Finance Officer		B1				Communications Officer		B2

		Senior Policy Officer		B3				Head of Communications		B3

		Senior Projects manager		B3				Assistant Statistics Officer		B1

		Office Services Manager		A1				Assistant Director		C1

		Administrator		A1				Senior Policy Officer		B3

		Financial Analyst/Auditor		B2				Senior Policy Officer		B3

		Estates Policy Officer		B2				Assistant Policy Officer		B1

		Head Of Strategy		B3				Assistant funding and Policy Officer		B1

		Head Of Financial Systems		B3				Personal Secretary		A3

		Development Officer		B1				Assistant Policy Officer		B1

								Assistant Funding Officer		B1

								Personal Secretary		A3

								Clerk to Council		B2





SE Staff Costs

		CURRENT AVERAGE STAFF COSTS FOR SCOTTISH EXECUTIVE (core staff only)

		GRADE		GROSS (including        ASLC & ERNIC)		TOTAL                 STAFF NUMBERS        by grade        (FTE)		TOTAL                   GROSS COST

		A1 (inc. typist)		£12,111		10		£121,111

		A2		£13,336				£0

		A3 (inc PS)		£15,897		11		£174,871

		A4		£17,943				£0

		B1		£20,320		19		£386,086

		B2		£26,814		18		£482,645

		B3		£35,539		14		£497,546

		C1		£46,687		3		£140,061

		C2		£60,332		5		£301,658

		C3		£63,938		1		£63,938

		Fast Stream		£25,366				£0

		SCS 1		£65,143				£0

		SCS 2		£69,498				£0

		SCS3		£84,092				£0

		SCS 4		£106,731				£0

		SCS 5		£92,769				£0

		SCS 6		£109,427				£0

		SCS 7		£115,941				£0

		SCS 8		£124,675				£0

		Legal Trainee		£12,853				£0

		Legal Officer		£31,343				£0

		Comm't Scot. Police Coll.		£108,775				£0

		HM Insp. Constabulary		£15,240				£0

		HM Chf. Insp. Constab.		£164,061				£0

		Asst. Insp. Fire Service		£50,291				£0

		Snr. Asst. Insp. Fire Ser.		£58,522				£0

		HM  Insp. Fire Serv. Gr2		£59,201				£0

		HM Chf Insp. Fire Service		£107,896				£0

		Special Adviser		£64,295				£0

		Associate Grade		£12,385				£0

		Stores Officer Grade B		£30,229				£0

		Support Grade Bnd 2 Clnr.		£10,976				£0

		TOTAL NUMBERS & COSTS				81		£2,167,916
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		HE REVIEW

		Programme funds

		SHEFC

				1993/94		1994/95		1995/96		1996/97		1997/98		1998/99		1999/00		2000/01

		Programme Funds		413620000		511203000		541929000		535548000		548150000		528847000		585424516		628724341

		Running Costs		3426000		3438000		3654000		3666000		3584000		3071000		2378000		2759000

				1993/94		1994/95		1995/96		1996/97		1997/98		1998/99		1999/00		2000/01

		Cost per £ distributed		0.828297		0.672531		0.674258		0.684532		0.653836		0.580697		0.406201		0.438825
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SHEFC

				1993-94		1994-95		1995-96		1996-97		1997-98		1998-99		1999-00		2000-01

		Programme Costs		£413.6m		£511.2m		£541.9m		£535.5m		£548.2m		£528.8m		£585.4m		£628.7m

		Running Costs		£3.4m		£3.4m		£3.7m		£3.7m		£3.6m		£3.1m		£2.4m		£2.8m

				1993-94		1994-95		1995-96		1996-97		1997-98		1998-99		1999-00		2000-01

		Cost per £ of distribution		0.8		0.7		0.7		0.7		0.7		0.6		0.4		0.4
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