
PAPLS/S5/17/20/A 

PUBLIC AUDIT AND POST-LEGISLATIVE SCRUTINY COMMITTEE 

AGENDA 

20th Meeting, 2017 (Session 5) 

Thursday 14 September 2017 

The Committee will meet at 9.00 am in the James Clerk Maxwell Room (CR4). 

1. Decision on taking business in private: The Committee will decide
whether to take item 3 in private.

2. Scotland's colleges 2017: The Committee will take evidence from—

Dr John Kemp, Interim Chief Executive, Scottish Funding Council; 

Paul Johnston, Director General, Education, Communities and 
Justice, and Aileen McKechnie, Director of Advanced Learning and 
Science, Scottish Government; 

Shona Struthers, Chief Executive, Colleges Scotland. 

3. Scotland's colleges 2017: The Committee will consider the evidence heard at
agenda item 2 and take evidence from—

Caroline Gardner, Auditor General for Scotland; 

Stuart Nugent, Audit Manager, Mark MacPherson, Senior Manager, and 
Angela Canning, Assistant Director, Audit Scotland. 

4. Work programme (in private): The Committee will consider its work
programme.

Terry Shevlin 
Clerk to the Public Audit and Post-legislative Scrutiny Committee 

Room T3.60 
The Scottish Parliament 

Edinburgh 
Tel: 0131 348 5390 

Email: papls.committee@parliament.scot 
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Public Audit and Post-legislative Scrutiny Committee 

20th Meeting, 2017 (Session 5), Thursday 14 September 2017 

Scotland Colleges 2017 

Introduction 

1. The Committee will take evidence from Scottish Government officials, Scottish
Funding Council and Colleges Scotland on the Auditor General’s report published 22
June 2017 ‘Scotland's colleges 2017’1. On 29 June 2017, the Committee took oral
evidence from the Auditor General on this report – the Official Report of the meeting is
available here.2

Written submissions 

2. The Scottish Government, Scottish Funding Council and Colleges Scotland have
provided written submissions, attached below, that address the recommendations in
the Auditor General’s report.

1 http://www.parliament.scot/S5_Public_Audit/AGSReportColleges17.pdf 
2 http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11050&mode=pdf 

http://www.parliament.scot/S5_Public_Audit/AGSReportColleges17.pdf
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11050&mode=pdf
http://www.parliament.scot/S5_Public_Audit/AGSReportColleges17.pdf
http://www.parliament.scot/parliamentarybusiness/report.aspx?r=11050&mode=pdf
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SCOTTISH GOVERNMENT SUBMISSION OF 28 AUGUST 2017

Thank you for the invitation to give evidence on the Auditor General for Scotland’s report 
entitled Scotland’s colleges 2017 at the Public Audit and Post-legislative Scrutiny (PAPLS) 
Committee on 14 September and to submit a written response beforehand. 

I welcome the Auditor General’s report and the opportunity to provide the PAPLS 
Committee with evidence on behalf of the Scottish Government. 

Our colleges provide a modern, responsive and valued part of our education and training 
system. They perform a key role in delivering educational opportunities that support 
individuals into the workplace and on to higher learning. We are seeing more effective 
learning pathways for our college students. In 2015-16 almost 12,000 more students in 
both further and higher education at college successfully completed full-time courses 
leading to recognised qualifications than in 2008-09 (a 25.7 per cent increase). 
Furthermore, the number of full-time HE students studying for recognised qualifications at 
colleges has grown by 23.6 per cent over this same period with 2015-16 also seeing 
record numbers of full-time HE students successfully completing recognised qualifications 
(over 24,000). 

Scotland’s colleges 2017 highlights that the sector is financially stable overall, that 
colleges continue to exceed their targets for student learning opportunities and that 
student attainment improved in 2015-16. It also identifies that over 90 per cent of full-time 
and over 93 per cent of part-time students are satisfied with their college experience; and 
that at least 83 per cent of college students who achieve a qualification go on to a positive 
destination, such as further study, training or employment (an increase of one percentage 
point over the year). 

The Scottish Government accepts the recommendations of the report and will take them 
forward, working closely with the Scottish Funding Council (SFC) and with colleges. 

The report’s recommendations are directed at both the Scottish Government and the SFC 
and I hope the separate responses provided by both organisations provide the information 
you require. I have outlined below the Scottish Government’s response to the relevant 
recommendations: 

The SG and the SFC should: 
model how changes in demography and school leaver destinations affect the
ability of colleges to meet the national learning activity target

The Scottish Government and the SFC are actively investigating how changes in 
demography and school leaver destinations are impacting on the college sector and will 
influence plans for future provision. The number of 16-19 year olds is projected to decrease 
in the next few years at the same time as the pathways open to them broaden. Statistics  
show that increasing numbers of young people are enrolling at university direct from school 
at the same time as the numbers of Modern Apprenticeships are growing and youth 
unemployment is dropping to historically low levels. We acknowledge these trends and in 
assessing future opportunities and challenges, the SFC has taken steps to reflect them in 
work it has been progressing on refining its demographic model to understand changing 
demand in the college sector. 
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          SCOTTISH GOVERNMENT SUBMISSION OF 28 AUGUST 2017 (continued) 

complete the national estate condition survey and use this as a basis to prioritise
future capital investment

The SFC has coordinated a national estate condition survey report and is currently 
undertaking final quality assurance with colleges prior to publication. The results  of this 
survey report will provide an informed basis for the prioritisation of future capital investment 
in the college estate, including new build, refurbishment, upgrading and maintenance. 
Future capital investment requirements in the college estate will of course be subject to 
scrutiny under the Spending Review process. 


work with colleges to assess demand for college courses across Scotland, in
accordance with our recommendation last year, in order to plan future education
provision.

The SFC’s demographic model considers some of the wider implications of demographic 
change as outlined in response to the earlier recommendation. The Scottish Government 
has commenced a project to evaluate the cost and benefits of a common application process 
for colleges which will report in the Autumn. This project will inform discussions on how best 
to assess demand for college courses across Scotland and to plan for future education 
provision. 

Colleges Scotland and SFC are also taking forward work which will mean that, from 
academic year 2017/18, individual application data will be collected from all colleges. This 
will help provide a basis for understanding national demand when combined with additional 
data on how many offers were made and how many accepted. 

I will be happy to answer questions on these matters when I attend Committee on 14 
September. 

Paul Johnston 
Director General, Education, Communities and Justice
Scottish Government



PAPLS/S5/17/20/1

6

             SCOTTISH FUNDING COUNCIL SUBMISSION OF 28 AUGUST 2017

Scotland’s Colleges 2017 

I have pleasure in responding to the Committee’s invitation of 6 July 2017, requesting a 
written submission in advance of the oral evidence session on 14 September 2017. 

Our detailed responses are set out in the annex to this letter.  In this covering letter I have 
provided an introduction which I hope will provide a useful context for the Committee.  

As reported by Audit Scotland, the college sector has continued to deliver the amount of 
teaching expected of it.  This is a significant achievement in a time of substantial change.  I 
was also pleased to see the report note that progress being made by colleges with student 
attainment and that students’ overall satisfaction was around 90%.   

It is the case, though, that there are some major issues that need to be addressed, including: 
continuing to improve retention; with the implementation of national bargaining; and financial 
planning and health.  We will continue to work closely with the sector, individual colleges and 
the Scottish Government to seek progress on these matters. 

I hope the foregoing and the attached detailed responses will be helpful to the Committee, 
and I look forward to exploring these and related matters further on 14 September.  

Annex – responses to specific matters in Audit Scotland’s report 

Recommendations addressed to SFC 

The Scottish Government and the SFC should model how changes in demography 
and school leaver destinations affect the ability of colleges to continue to meet the 
national learning activity target 

SFC routinely considers demography and the ways that changes in cohorts of young people 
and in their destinations impact on our work.  Since last year, we have developed further our 
demographic model, which we use to align the number of college places to the needs of 
each region. (The demographic model essentially aims to quantify the number of young 
people in the region who are not at school or university or are not in a job or training 
programme.  It also takes account of other factors, such as those claiming Job Seekers 
Allowance (JSA) in the 20 to 24 age-group and older students who have been claiming JSA 
for more than a year or are from the most deprived areas.)  The model has been improved 
and refreshed with more up-to-date data and improved links to other datasets. 

The conclusion from our modelling is that the system is broadly in balance.  Looking ahead, 
the key issues are as follows: 

 There is likely to be a decrease in the number of 16-24 year-olds looking to enrol in
colleges for the next few years.  We view this as an opportunity to extend provision for
other age-groups (remembering that around 28.7% of college provision is already for
learners aged 25 and above).

 From 2018-19 onwards the number of 16-24 year-olds will begin to increase, and
therefore we need to retain the flexibility to adjust the balance of courses if necessary.
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      SCOTTISH FUNDING COUNCIL SUBMISSION OF 28 AUGUST 2017 (continued)

As part of the 15-24 Learner Journey Review, an evaluation is being undertaken of the 
costs and benefits of a learner choices and applications service, which would bring 
together student support information and the careers, advice and information system on My 
World of Work with UCAS, the application system for apprenticeships and a new college 
application process.  Although this would not have as a prime purpose the provision of data 
to aid planning of provision, it is likely that information could be drawn from it to aid such 
planning.  Related to that, we are currently working with the college sector on the collection 
of consistent application data across Scotland (see page 5). 

And as described on page 6, we have also had discussions with the sector about long-term 
(5 year) plans for activity, and have provided written advice to colleges in that regard.  

The Scottish Government and the SFC should complete the national estate condition 
survey and use this as a basis to prioritise future capital investment  

We have now undertaken an estate condition survey across the whole college sector and 
the survey data is just about to be shared with colleges for validation purposes.  Condition 
surveys evaluate the state of existing buildings using industry-standard classifications and 
estimate the cost of bringing these buildings up to the standard that represents an 
acceptable condition for the building’s purpose.  It should be noted that condition surveys 
do not provide a cost for the complete replacement of buildings, including where the costs 
of refurbishment and ongoing maintenance might be deemed uneconomic. 

We will use the information gained from this survey in discussions with the Scottish 
Government for the current and future spending reviews and to inform our decisions on 
capital funding. 

The Scottish Government and the SFC should work with colleges to assess demand 
for college courses across Scotland, in accordance with our recommendation last 
year, in order to plan future education provision 

Clearly, this area of work overlaps with the work on demography discussed earlier in this 
letter. We are currently collecting information from colleges on full-time applications and 
related enrolment data for academic years 2016-17 and 2017-18.   We have asked for 
returns for academic year 2016-17 by 28 July 2017 and 1 December 2017 for academic 
year 2017-18 data. We have received the 28 July returns and they are currently being 
analysed.  However, we are very aware that this information, on its own, has to be handled 
carefully.  There are many reasons for this, the most important being that the way people 
seek to engage with colleges varies greatly by college, course and over time.  One of the 
biggest challenges is that many students contact a college for the first time immediately 
prior to the course start date, just after they have received their school exam results and, 
consequently, they may not be processed through the college’s application system.  
Therefore, while we believe that information on trends in applications over two or more 
years will provide a helpful input to our demographic modelling, it is unlikely that the 
absolute numbers of applications on their own will be useful. 

The SFC should conclude its work to specify the adjustments that should be made to 
the financial position reported in college accounts, taking account of the approach 
we have used in this report, in order to reach an ‘underlying financial position’ that 
reflects the immediate financial health of each college 
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    SCOTTISH FUNDING COUNCIL SUBMISSION OF 28 AUGUST 2017 (continued)

This work has now concluded. We consulted closely with sector finance representatives 
and other stakeholders in agreeing adjustments to the reported financial position that are 
required to reach an underlying financial position.  The agreed position is set out in the 
2016-17 Accounts Direction and the 2017 Financial Forecast Return. 

The SFC should conclude its work to require each college to include, within its 
accounts, the underlying financial position  

This work has now concluded. The 2016-17 accounts direction, issued on 30 June 2017, 
asks colleges to provide details of the underlying operating position.  The direction 
includes a template for computation of the underlying operating position.  The direction 
also highlights the importance of ensuring that the calculation of the underlying operating 
position is consistent with other disclosures within the accounts. 

The SFC should conclude its work to specify the common assumptions to be used by 
colleges when developing longer-term financial plans 

This work has now concluded. Guidance has been included within the 2017 Financial 
Forecast Return Call for Information on key long-term planning assumptions that should 
underpin the forecasts, which cover the six-year period ending Academic Year 2021-22. 

Recommendations addressed to colleges 

Although the following were addressed to colleges, we have provided comments on the 
current position from SFC’s perspective. 

Colleges should prepare longer-term financial plans, as we recommended last year, in 
order to support financial decision-making that takes account of both immediate and 
future cost pressures  

The forecast period covered by the 2017 Financial Forecast Return has increased to six 
years (including Academic Year 2016-17) to address the recommendation made by Audit 
Scotland in the 2016 report on Scotland’s Colleges.  Colleges were asked to provide their 
forecasts to SFC by 18 August 2017.  SFC consulted closely with college sector finance 
representatives and other stakeholders in developing the revised return and associated 
guidance. 

Colleges should calculate the cost of harmonising staff pay, terms and conditions 
and include these in their financial plans 

There remain a number of areas where the financial impact of implementing the National 
Bargaining framework cannot be fully quantified as at this time; only the direct costs of 
unpromoted and promoted lecturers’ pay have been fully agreed, with talks on other issues 
continuing.  As a result, estimates of costings have been developed around various 
scenarios and will be taken into account within colleges’ 2017 Financial Forecast Returns, 
which include a sensitivity analysis sheet as a means of assessing the potential impact of 
positive and negative changes in planning assumptions.  The outcome of our analysis of 
colleges’ Financial Forecast Returns will feed into the forthcoming spending review. 

Dr John Kemp
Interim Chief Executive
Scottish Funding Council
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COLLEGES SCOTLAND SUBMISSION OF 28 AUGUST 2017 

1. Introduction

Colleges Scotland is the collective voice for the college sector in Scotland, representing 
its interests with the aim that colleges are at the heart of a word class education sector 
that is recognised, valued and available to all.  Colleges Scotland, as the membership 
body, represents all 26 colleges in Scotland, which deliver both further education and 
around 28% of the provision of all higher education in Scotland. 

The Audit Scotland report demonstrates that colleges continue to be great places to learn 
and to develop the technical and professional skills that, not only support people’s career 
goals, but benefit the wider society and economy overall. 

The Audit Scotland report rightly now focuses on the financial aspects in relation to the 
college sector, having covered the impact of the significant regionalisation and mergers in 
previous reports.  Whilst the college sector is itself focused on moving forward and 
continuing to deliver on key Scottish Government policy drivers, the current situation 
cannot be divorced from the unprecedented level of cuts that the sector has faced over 
the last five years.  

2. Financial Sustainability of the College Sector

Whilst Audit Scotland reports that the financial health of the sector is stable, it also 
recognises that there are growing signs of the deterioration of the position and increasing 
challenges.  For example: 

 The sector deficit has increased to £8m (comparative figure for 2014/15 is breakeven)
 Net assets have decreased by £48m
 Cash has decreased, with colleges holding £12m less cash
 Four colleges are identified as facing particular financial challenges
 The number of colleges forecasting deficits is increasing
 In October 2016, the Auditor General for Scotland stated that the college sector had

received reductions in revenue and capital allocations combined to the college sector of
27% over the period from 2010/11 to 2014/15

 The significant cost of implementing National Bargaining
 A shortfall of Student Support Funding was met by the authorised use of depreciation

funding.

The news of this position comes as little surprise to Colleges Scotland, as the 2016 Audit 
Scotland Report highlighted a growing number of colleges facing financial challenges and 
the colleges’ accounts published in April 2017 confirmed this. 

What is seen here is the culmination of the effect of policy and investment decisions taken 
over a number of years by the Scottish Government.  Colleges Scotland appreciates the 
Scottish Government’s additional revenue funding made available for 2017/18 of £21m, 
which recognises the circumstances the sector faces, but the overall financial position that 
the sector faces is unsustainable.    

Included in Colleges Scotland’s submission in June 2016 to the Scottish Government as part 
of the Spending Review process, the increase in the baseline of operating costs required in  
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          COLLEGES SCOTLAND SUBMISSION OF 28 AUGUST 2017 (continued)

order to maintain the current levels of service was documented.  This set out the need to 
see revenue funding investment in the colleges sector to rise by £34.1m to £564.4m in 
2017/18.  It is therefore self-evident, that having received an increase of £21m, that the 
sector is not currently funded to a sustainable level. 

However, colleges continue to manage their finances well and the pressures highlighted in 
the Audit Scotland report reflect tighter public finances, changes in accounting rules and 
increased cost pressures out with the control of colleges e.g. pension and national 
insurance contributions.  Most colleges are operating at a near break-even position, with 
all our colleges continuing to be well managed and remaining resilient in difficult financial 
circumstances.  

3. Student Numbers

It is encouraging that the Audit Scotland report recognises that most college students are 
satisfied with their college experience and go on to further study, training or employment, 
whilst colleges continue to meet the Scottish Government target to deliver learning.  There 
is an increase in successful completion of courses.   

The sector is also playing its part in helping to close the attainment gap and we are 
pleased that the report notes that attainment in colleges has improved over the last year, 
with an increasing percentage of students from deprived backgrounds. 

The report also shows a positive message in relation to the gender balance of students, 
although it is acknowledged that this is skewed across different subject areas and that 
further work is required. 

The Audit Scotland report does highlight that whilst the college sector has delivered 
against its activity target of around 116,000 FTEs for the 11th year in a row, colleges have 
achieved this by a lesser amount in 2015/16.  In addition, the future demographic trend 
and changes in school leaver destinations are likely to bring additional future challenge 
around meeting this target.   

The sector, whilst understanding and supporting the focus of the work of Developing the 
Young Workforce (DYW), has continued to try to maintain a relevant and viable offer to the 
older learner.  This allows re-training and up-skilling of the workforce, which both 
contribute to the increase in productivity in the economy. 

In addition, the sector welcomes the development of greater regional flexibility within the 
existing delivery framework, which achieves the Scottish Government’s target of 116,000 
FTEs and is responsive to demographic trends and differing regional needs.  This allows 
for variation with regard the full-time and part-time regional mix. 

4. National Bargaining

Colleges Scotland agrees with the report that National Bargaining is a significant financial 
challenge for colleges.  Without additional resource year on year, the ongoing costs are 
not affordable or sustainable for the sector and would impact severely on the student 
experience. 
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          COLLEGES SCOTLAND SUBMISSION OF 28 AUGUST 2017 (continued)

Colleges Scotland, in its Spending Review submission to Scottish Government in June 2016, 
provided an initial estimate that National Bargaining may bring additional costs to the college 
sector of around £79.5m over three years.  Since this submission, aspects of a deal with 
lecturers in relation to harmonisation of pay and terms and conditions have moved forward 
and are clearer.  In addition, Colleges Scotland has collated more detailed college specific 
data and designed a model to identify the additional costs associated with National 
Bargaining.  The methodology underlining this approach has been discussed extensively 
with both Scottish Government and the Scottish Funding Council (SFC) and has received 
their validation.  The current estimated additional cost of National Bargaining for the college 
sector is now understood to be around £117m over the next three years, with a recurring 
additional annual cost of around £50m.  

As at 31st March 2017, the college sector directly employs 11,064 FTE staff.  The 
environment within which colleges operate has changed greatly over the past few decades 
and will continue to change even more rapidly in the coming years.  It is important that 
colleges have the capacity to deliver the type of professional and technical learning that 
society, the economy and individuals will seek in the future, as well as the ability to employ 
people in the range of jobs required – learning that is increasingly personalised and flexible, 
increasingly assisted by and delivered by sophisticated interactive technologies, and of 
course, tailored to employers’ requirements and in line with students’ preferences, needs 
and aspirations.  It is vital that the significant investment required as a result of National 
Bargaining results in the creation of a fit for purpose, cost effective and professional 
workforce to meet the needs of the college sector in the future.   

5. Capital Investment

The condition of the college estate is variable and whilst there has been significant capital 
investment in the college sector over the last few years, some college campuses are in a 
very poor state of repair and require urgent attention.   In this regard, there would be 
significant benefit to students for increased capital investment.  Continued investment in the 
college estate and Information and Communications Technology (ICT) capital is vital in order 
to ensure students have the best possible learning experience, to make sure they are being 
taught in appropriate and safe facilities, to bring equity to the student experience and to allow 
colleges to fully contribute to Scottish Government priorities.  This investment also supports 
innovation, new markets and entrepreneurship through investing in college assets to provide 
state-of-the-art facilities in order to equip students with the professional and technical skills to 
be work-ready. 

The Audit Scotland report states that the current capital allocation to colleges is not enough 
to pay for significant capital projects and Colleges Scotland would concur with this.  A 
national estates condition survey is currently underway and is due to conclude over the 
summer 2017.  Colleges Scotland is of the view that it is important that the results from this 
comprehensive survey are used to develop a national infrastructure plan and to inform the 
next Spending Review. 



PAPLS/S5/17/20/1

12

COLLEGES SCOTLAND SUBMISSION OF 28 AUGUST 2017  (continued)

6. Brexit

Colleges Scotland is working with Scottish Ministers and the Scottish Government to 
highlight and fully understand the impact of Brexit on the sector.  The key issues for colleges 
are: 

 Staffing – 3% of college staff are non-UK EU nationals
 Students – risk to overseas students and the opportunities provided for Scottish

domiciled students
 Funding – £25m in EU funding direct to sector in 2017/18
 Indirect funding highlighted as not an insignificant amount
 Cultural exchange programmes – identified by colleges as a big concern due to loss of

opportunities.

Scotland’s colleges attract talent and develop projects from across the globe and the sector 
is keen to maintain our work with our European partners at all levels. It is important that we 
work closely with both the Scottish and UK Governments in their negotiations with the EU to 
develop appropriate systems that enable our staff, students and projects to continue to 
flourish and excel in this new environment. 

7. Next Steps

We are continuing to work with the Scottish Government and the SFC to understand student 
demand and to develop long-term financial plans as well as ensure sustainable funding 
for the sector and manage cost pressures. 

Shona Struthers
Chief Executive
Colleges Scotland.
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