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SYNOPSIS

This article charts the modernisation of higher education funding during the Thatcher
years, and examines trends in funding since 1995-6. It demonstrates that support
based on unit costs have been reduced in this period. The 1996 Research Assessment
([HUFLVH ZKLFKDOORFDWHVIXQGLQJWRXQLYHUVLWLHVE\DVVHVVLQJUHVHDUFKSHUIRUPDQFH 
resulted in an increasing concentration of funding in high rated departments, with
the traditional universities attracting more of the research-based funding and less
resources awarded to the central institutions.
The authors also examine the implications for higher education funding of
WKH *RYHUQPHQW·V &RPSUHKHQVLYH 6SHQGLQJ 5HYLHZ &65 7KH\ VKRZ WKDW E\
maintaining the Conservatives’ spending plans, further real reductions have occurred
LQ7KHUHDIWHUWKHÀJXUHVVKRZDPRGHVWJURZWKLQVSHQGLQJEXWOHVVWKDQ
implied in Government press statements about the impact of the CSR. The authors
FRQFOXGHWKDWWKHFRQWLQXLQJHPSKDVLVRQ¶HIÀFLHQF\EDVHG·VDYLQJVZLOOOHDGWR
increased teaching loads and a further squeeze in the higher education sector.
INTRODUCTION: THE REFORMED SYSTEM

6LQFH$SULO6FRWODQGKDVKDGDGLVWLQFWLYHVHWRIDGPLQLVWUDWLYHDUUDQJHPHQWV
for higher education funding. This change arose from a combination of political
and administrative logic. The Major Government had “taken stock” of Scotland’s
constitutional position in the United Kingdom, and as part of the policy response,
extended the range of functions under the control of the Secretary of State for
6FRWODQGDQGWKLVDGPLQLVWUDWLYHGHYROXWLRQLQFOXGHGWKHXQLYHUVLWLHV 6FRWWLVK2IÀFH
 7KH6HFUHWDU\RI6WDWHDOUHDG\KDGUHVSRQVLELOLW\IRUWKHFHQWUDOLQVWLWXWLRQV
and the changes also made sense in the context of the Government’s proposals to
abolish the binary system of universities and polytechnics in England. In Scotland,
the central institutions had:
remained more clearly subordinated to the universities, perhaps because
RI WKHLU 6FRWWLVK KLVWRULFDO VLJQLÀFDQFH DV V\PEROV RI 6FRWODQG·V VHSDUDWH
LGHQWLW\ 6FRWW 
This observation may or may not be accurate. Whilst Scotland had retained a
GLVWLQFWLYHGHJUHHV\VWHPDQGSKLORVRSK\RIHGXFDWLRQ 'DYLH WKHXQLYHUVLWLHV
themselves had lobbied successfully to remain part of the UK system during the
devolution debate of the 1970s.
The result was that the funding for the 17 former Scottish higher education
institutions and the 8 Scottish universities was to be determined by a Scottish
Higher Education Funding Council. Academic research into funding developments
XQGHUWKHQHZFRXQFLOLVVSDUVH6FRWW·V  LPSUHVVLRQLVWLFDVVHVVPHQWLVWKDW
SHEFC’s approach is similar to the Higher Education Funding Council for England
+()&( LQWKDW
,QSUDFWLFHLWVPHWKRGRORJ\IRUGLVWULEXWLQJUHVHDUFKIXQGVLQZDV
broadly similar to that used by HEFCE, although the spread of the weights
DWWDFKHGWRHDFKJUDGHZDVOHVVWKDQLQ6FRWODQGWKDQ(QJODQG 6FRWW
S 
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This is not surprising and consistent with developments in local government and the
NHS, where formula funding has similar principles but differences in detail. The
Scottish Secretary is a member of the British Cabinet following a uniform policy
0LGZLQWHUHWDO 6FRWW·VDVVHVVPHQWLVWKDW6+()&UXQVXQLYHUVLWLHVLQDZD\
they have probably never have run before, with a resultant:
emergence of a new control regime which encouraged - indeed required institutions to compete with each other, incidentally degrading professional
collegiality and enhancing managerial power in the process but within a
tightly managed market that demands more cost-effective operation... (Scott
S 
Scott’s assessment lacks an empirical basis. However, the thrust of his interpretation has
DGHJUHHRISROLWLFDOUHDOLVP$V%HORIIREVHUYHGLQ¶LWLVQRWSRVVLEOHWRGHSHQG
RQWKHSXEOLFSXUVHOHDVWRIDOODGHPRFUDF\DQGH[SHFWDXWRQRP\· %HORII ,Q
WKLVSDSHUZHPDSRXWWKHNH\IXQGLQJGHYHORSPHQWVVLQFH:HZRXOGQRWH[SHFW
major differences between Scotland and the rest of the UK. Scottish public spending
at the margins is delivered through a population based formula, and the political
SULRULWLHVRIWKH*RYHUQPHQWDSSO\WKURXJKRXWWKH8. +HDOGDQG*HDXJKDQ 
However, the Secretary of State has power to allocate resources within his control
according to distinctive Scottish needs, and to exercise administrative autonomy in
WKHLUPDQDJHPHQW7RJDLQDIXUWKHUXQGHUVWDQGLQJRIWKHLVVXHVZHPXVWÀUVWSODFH
the new system into its recent political and economic context.
CONTEXT: DEVELOPMENTS IN THE THATCHER YEARS

The modernisation of higher education funding has it origins in the Thatcher
administration. Prior to that, incremental funding was the norm, whereby the resource
allocation process was:
based on adjustments to levels of funding which carried between institutions
and which were accepted as an inherent part of the range of variations desirable
LQDPDWXUHÁH[LEOHDQGQRQVWDQGDUGLVHG+(V\VWHP &OD\WRQS
The Thatcher agenda for rolling back the state included reducing public spending,
SURPRWLQJ HIÀFLHQF\ WKURXJK FRPSHWLWLRQ DQG PRUH PDUNHWEDVHG DSSURDFKHV
within the public sector. For higher education, it would lead to cuts in funding, new
mechanisms for resource allocation, and a greater emphasis on accountability and
SHUIRUPDQFHDVVHVVPHQWWKURXJKZKDW&KULVWRSKHU+RRGKDVWHUPHGWKH¶QHZSXEOLF
PDQDJHPHQW· +RRG 7KLV¶QHZ·DSSURDFKFRQWDLQHGPXFKWKDWZDVQRWQHZ
but what it did was give strategic management and performance assessment a formal
status which such techniques had lacked before. In HEIs, this meant:
the development of strategic plans to underpin academic discussions and
structures which bring planning, resource allocation and accountability
RXUHPSKDVLV LQWRRQHFRUSRUDWHSURFHVV 6L]HUS
The early stages of the strategy laid a strong emphasis on funding reductions, with
UHJDUGHGDVD¶ZDWHUVKHG·\HDU)LUVWO\IXQGLQJVXSSRUWIRURYHUVHDVVWXGHQWV
was removed, reducing university income by 10% over a three year period. Secondly,
recurrent grant for home students fell by 8.5% over the same period. The combined
impact of these - because overseas numbers fell but were not eliminated - and thus
brought new money into the system through higher fees - was a fall of income
RI 0RRUH 7KHVHFRQGURXQGRIFXWEDFNVIROORZHGLQZLWK
targets of 1.5% per annum, and was used as an opportunity to consolidate reforms
in funding mechanisms. The establishment of a uniform cost system for teaching,
and a performance-related research resource, were the key mechanisms.



The uniform approach to teaching costs was achieved on a cost-centre basis,
whilst quality in research was based on the Research Assessment results (Hamlin
 7KH*RYHUQPHQWPDGHOHVVSURJUHVVLQIXQGLQJUHGXFWLRQVDQGVKLIWLQJWR
SULYDWHÀQDQFH)URPWKH7KDWFKHU*RYHUQPHQW·VUHIRUPVRIWKHSXEOLF
services were at their most radical, whereby market rhetoric and logic underpinned
UHIRUPV6L]HU  UHJDUGVWKH:KLWH3DSHURIDVVLJQDOOLQJ¶WKDWPLQLVWHUV
are no longer thinking in terms of grants and student numbers, but in terms of
EX\LQJVHUYLFHV· S 0LQLVWHUVKDGPDGHLWFOHDUWKDWWKH\ZHUHVHHNLQJIXUWKHU
changes, including:
•

selectivity in the distribution of resources;

•

rationalisation of small departments;

 EHWWHUÀQDQFLDOPDQDJHPHQWDQG
 LPSURYHGVWDQGDUGVRIWHDFKLQJ &DYHDQG:HDOHS
In practice, the reforms fell short of the demands of a market, and what emerged
ZDVDV\VWHPRIFRPSHWLWLRQIRUVWXGHQWPHPEHUVEDVHGRQSODQQHGÀJXUHVDQG
DJUHHLQJIXQGLQJ¶RQEHKDOIRIÀQDOFRQVXPHUV· &DYH+DQQD\DQG+HQNHO 
The Government pursued an expansion of student numbers, without an increase in
FRVWV 6L]HU DQGWKH&9&3KDYHHVWLPDWHGWKDWEHWZHHQDQG
public funding for students fell by 25% (although presentationally universities have
RIWHQFODLPHGWKLVDVDJURZWKLQSURGXFWLYLW\ WKXVVTXHH]LQJWKHXQLWRIUHVRXUFH
'ROWRQ*UHHQZD\DQG9LJQROHV 'HVSLWHWKHPDUNHWUKHWRULFZKDWLVHPHUJLQJ
LVDUHJXODWRU\V\VWHP +DPOLQ&DYHHWDO ZLWKJUHDWHUHPSKDVLVRQ
¶LQFHQWLYHV·LQUHVHDUFKIXQGLQJ
It is clear that in the areas of both teaching and research, the recent reforms
have moved in the direction of providing more high powered incentive
structures. In the case of teaching, the high powered incentive structure is
operating in an environment in which quality is de facto non-contributable,
ZKLOHWKHVWUXFWXUHRSHUDWLQJLQUHVHDUFKVLJQLÀFDQWO\XWLOLVHVTXDOLW\LQWHJUDO
IXQGLQJPHFKDQLVPV +DPOLQS
3ULWFKDUG  FRQFOXGHVWKDWWKHUHFHQWDWWHPSWVWRUHIRUPIXQGLQJPHWKRGRORJLHV
result in an increase of government power which is at variance with the doctrine of
markets and consumer choice.
%\KRZHYHUSXEOLFIXQGLQJZDVDERXWWRIDFHDQRWKHUSHULRGRIÀVFDO
squeeze. The expansion of student numbers would come to this end, and further
HIÀFLHQF\JDLQVZRXOGEHVRXJKWE\FRQVWUDLQWVRQSXEOLFVHFWRUSD\7KHUHSODFHPHQW
of Mrs Thatcher with Mr Major brought a change of style, but the new public
management had become a conventional wisdom. The shift from incremental to
formula funding within a system of strategic plans and performance audit was now
embedded in administrative practice. This phenomenon has been conceptualised
HOVHZKHUHDVWKHJURZWKRIWKHUHJXODWRU\VWDWHGHVFULEHGE\'RZH  DVDQ
´DXGLWH[SORVLRQµZKLFKKDVKDGDVLJQLÀFDQWUROHLQWKHSURGXFWLRQRIRUJDQLVDWLRQDO
OHJLWLPDF\+RRG-DPHV6FRWWDQG7UDYLV  KDYHHVWLPDWHGWKHFRVWRIVXFK
developments as approaching £1 billion per annum. The developments in regulating
resource management in higher education are part of a wider process of change.
TRENDS IN FUNDING SINCE 1995-6
When the new system came into operation student numbers were entering a period
RIFRQVROLGDWLRQ6WXGHQWQXPEHUVJUHZIURP)7(VLQWR
in 1996-7, and this has since stabilised at 18,700. The Funding Council provides



grants for both recurrent and capital costs, whilst institutions also receive funds
in lieu of individual fees from the Student Awards Agency for Scotland and other
award-making bodies.
To allow appraisal of the resource implications of funding trends, we have
FRQYHUWHGWKHFDVKÀJXUHVWRDSULFHEDVLV)XQGLQJKDGEHHQJURZLQJLQ
anticipation of growth in student numbers until 1995-6, so we use that as a benchmark
\HDU ,W DOVR PDUNHG WKH LQWHQVLÀFDWLRQ RI WKH ÀQDQFLDO VTXHH]H RQ XQLYHUVLWLHV
from the Government’s stance on public sector pay, whereby any increases were
expected to be funded from productivity gains. The assumptions underpinning the
ÀQDQFLDOSURYLVLRQVZHUHWKHUHIRUHVSHOWRXWLQ6+()&&LUFXODU/HWWHU7KLV
argued that the recurrent resources available for allocation to institutions was only
DERXWKLJKHULQFDVKWHUPVWKDQWKHSUHYLRXV\HDUVLQFH*RYHUQPHQWLQÁDWLRQ
DVVXPSWLRQVRIPHDQWWKDW¶UHVRXUFHVDUHFOHDUO\YHU\WLJKW·:KLOVW
saw a growth of 2.5% in student places, thereafter these would be consolidated.
The council concluded:
It is clear from the Government’s expenditure plans for 1996-7 and 1997-8
that the resources available for higher education will continue to be very
WLJKWLQWKHVH\HDUV,QGHHGWKH*RYHUQPHQW·VSODQQHGÀJXUHVGRQRWNHHS
SDFHZLWKSURMHFWHGLQÁDWLRQDQGWKHYHU\PRGHVWJURZWKLQVWXGHQWQXPEHUV
expected, so institutions will need to continue to be innovative as well as
exercising rigorous cost controls if they are to reduce unit costs and achieve
WKHVLJQLÀFDQWHIÀFLHQF\JDLQVWKDWDUHOLNHO\WREHH[SHFWHG SDUD
In 1997-8, however, pending the report of the Dearing Committee, the Conservative
Government decided to maintain funding in real terms for that year, increasing the
cash provision by 2%. Its plans for 1998-9, however, were left unchanged, and
LQIHUUHG D  FXW IURP WKH QHZ  ÀJXUH ,Q HIIHFW WKH GHFLVLRQV NLFNHG
higher education funding into touch until after the General Election. The new Labour
Government had made education a political priority, and on its return, increased the
provision of the funding by £17 millions over the Conservative plans. Whilst this
maintained the level of each provision inherited from the Conservatives, Labour
had promised to get more resources into higher education, but in reality it delivered
further real cuts in funding. This was acknowledged in the Funding Council’s Circular
Letter of 8/98, as:
...the total resources available to the Scottish higher education sector through
Council Grant and student tuition fees which will be the same in cash terms
in 1998-9 as in 1997-8. This implies a real terms reduction of 2.75%, using
WKH*RYHUQPHQW·VLQÁDWLRQDVVXPSWLRQ 3DUD
7KLVHURVLRQRISXEOLFIXQGLQJOHIWWKH)XQGLQJ&RXQFLOZLWKWKHGLIÀFXOWWDVNRI
implementing these reductions. Over the four year period, two dominant strategies
emerge. In terms of teaching, the strategy was one of damage limitation over the
unit of resource, whilst in research, the strategy was to maintain the resource income
of high rated departments.
The unit of resource was under considerable pressure because of the Government’s
policy of meeting pay increases through productivity gains. The Council therefore
sought to protect the unit of resource by cutting other elements of the budget,
including transitional arrangements, estates spending, or safety netting. In the SHEFC
letter of 1995/6, for example:
7KH &RXQFLO KDV WDNHQ WKH YLHZ WKDW WKH DSSURSULDWH HIÀFLHQF\ JDLQ IRU
WHDFKLQJLQWKHOLJKWRIDYDLODEOHUHVRXUFHVVKRXOGEH+RZHYHUEHFDXVH
of the reductions in some of the transitional recurrent grants which were
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LQWURGXFHGLQWKHRYHUDOOHIÀFLHQF\JDLQFDQEHDFKLHYHGE\DSSO\LQJ
DUHDOUHGXFWLRQLQWKHXQLWRIUHVRXUFH 3DUD
Table 1: Increases in Teaching Unit of Resource since 1995-6
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Source: SHEFC Circular

$VZHFDQVHHLQ7DEOHWKHÀQDQFLDOVHWWOHPHQWVEXLOWLQFRQWLQXLQJHIÀFLHQF\
gains each year, apart from 1997-8. These were well in excess of the target of 1%
recommended by Dearing for future years. However, changes of this kind were
common throughout OECD countries. An OECD report of 1990 observed that:
There have been changes in the proportions of central and local government
ÀQDQFHQHZPHFKDQLVPVRIFHQWUDOJRYHUQPHQWUHVRXUFHDOORFDWLRQLQFUHDVHG
contributions from ministries other than the Ministry of Education, and
increased private sector contributions including in some countries student
fees. In nearly all OECD countries there is discussion of new and alternative
funding mechanisms. The heavy dependence of most universities and colleges
on public funds makes them vulnerable to changes in political priorities.
Their high unit costs compared with other branches of education make them
attractive targets for governments wishing to limit public expenditure.(OECD
S 
We turn now to consider research funding. Whilst there has been an increased
emphasis on quality and performance, it is in research funding that resource allocation
LVPRVWGLUHFWO\OLQNHGWRSHUIRUPDQFHWKURXJKZHLJKWLQJVDSSOLHGUHÁHFWLQJUHVXOWV
LQWKH5HVHDUFK$VVHVVPHQW([HUFLVH 5$( )XQGLQJ&RXQFLOVKDYHEHHQGHYHORSLQJ
transparent resource allocation mechanisms, for institutional funding (Cave and
:HDOHS +HDOGDQG*HDXJKDQ  GHÀQHIRUPXODIXQGLQJ
as a mechanism for the transfer of resources from government to public
quasi-public/private bodies which uses an explicit - though not necessarily
SXEOLVKHGGLVWULEXWLRQPHWKRGRORJ\ S 
They regard such formulae as a key instruments of public management reform (Hood
+HQNHO UHÁHFWLQJWKHGHVLUHVLQFHWKHVWRUHZDUG¶SHUIRUPDQFH·
DQGVWLPXODWHFKDQJH)RUPXODHPHFKDQLVPVDUHPHDQVRISURYLGLQJ¶VWUDWHJLFVWHHU·
6L]HUS WRWKHV\VWHP
'LVDJJUHJDWLQJJUDQWVDWQDWLRQDOOHYHOPD\PDNHVHQVHEXWLWLVGLIÀFXOWWRDSSO\
in a university budget, with recurrent costs and the pervasiveness of incremental
FKDQJH,QSUDFWLFHZKLOVWDFFRXQWDQWVFDQDWWULEXWHSRUWLRQVRIZRUNORDGDQGÀQDQFH
to research, it is impossible to separate teaching from research costs in an accurate
way, as the use of resources is salary based. The Funding Council has recognised
WKLVE\FRQWLQXLQJWRVWUHVVWKDWLQVWLWXWLRQVKDYHWKHÁH[LELOLW\WRDOORFDWHUHVRXUFHV
broadly:
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The Council is conscious that a centrally determined method for allocating
UHVRXUFHVWRLQVWLWXWLRQVFDQQRWUHÁHFWIXOO\WKHLQGLYLGXDOORFDOFLUFXPVWDQFHV
and needs in institutions. In making their selective internal allocations,
institutional arrangements are therefore encouraged to exercise strategic
MXGJHPHQWVZKLFKUHÁHFWORFDOSRVLWLRQV &LUFXODUOHWWHU 
The same circular stressed the objective of maintaining the unit of research funding
IRU KLJKUDWHG GHSDUWPHQWV ,Q SUDFWLFH KRZHYHU VXFK UHVRXUFHV ZRXOG ÁRZ WR
LQVWLWXWLRQVQRWGLUHFWO\WRGHSDUWPHQWVDQGVXFKEXGJHWVDUHRIWHQ¶ULQJIHQFHG·
PDNLQJLWGLIÀFXOWIRUIXQGVWRÁRZWRWKHKLJKHVWYDOXHFDVHDVHIÀFLHQF\UHTXLUHV
+DPOLQS 7KH&RXQFLOPDGHFOHDULWVZLVKWRERWKSURWHFWKLJKUDWHG
research, and to stimulate progress in low rated departments by earmarking 5%
of research funds to support low rated departments. It signalled the prospect of
consolidating research funding in high rated departments from the RAE of 1996.
5$(EDVHGUHVHDUFKLQFRPHUHÁHFWVWKHvolume of active researchers submitted to the
assessment, and their research rating, whereby an institution’s share is the product
of a transformed indicator of research quality and a weighted indicator of research
YROXPH VHH7DEOH 3ULRUWRWKH5$(WKHFHQWUDOLQVWLWXWLRQVUHFHLYHGQR
such funding, and their eligibility for it would have some redistributive effect.
Table 2: Weightings for Research Quality
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Source: SHEFC Circulars

7KH6FRWWLVKZHLJKWLQJVUHÁHFWHGWKHGHFLVLRQQRWWRPDNHDGGLWLRQDOZHLJKWLQJVIRU
5* departments, but reward these with one-off payments. The incentive approach
led to better research performance in 1996, with fewer staff rated lowly, and a large
LQFUHDVHLQKLJKUDWHGVWDII VHH7DEOH 7KLVFRQVLGHUDEO\UHGXFHGWKHUHVRXUFHV
available for low-rated departments.
Table 3: Numbers of Staff in Research Rating Categories
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$V VKRZQ LQ 7DEOH  GXULQJ WKLV SHULRG WKH UHVHDUFK VKDUH RI WRWDO JUDQWV
UHPDLQHGEURDGO\VWDEOHDWDURXQGDOWKRXJKRIFRXUVHWKHVHÀJXUHVUHÁHFW
real reductions in funding for research.
Table 4: Research Grants 1995-6 to 1998-99
<HDU
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5HVHDUFK
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$OWKRXJKUHVHDUFKJUDQWVJUHZE\LQFDVKWHUPVRYHUDOOWKHLQVWLWXWLRQVLQ
UHFHLSWRIJUDQWVIDFHGGUDPDWLFVKLIWVIURPWR(OHYHQRIWKHQLQHWHHQ
institutions gained resources from the changes, and eight lost.
Table 5: Changes in RAE-based Research Grants*
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Source: SHEFC Circulars
6RPHRIWKHFKDQJHVUHÁHFWWKHHQGRIWKHWUDQVLWLRQDODUUDQJHPHQWVEHWZHHQWKHROGDQGQHZIXQGLQJ
systems.
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7KHVHÀJXUHVUHÁHFWWKHLPSURYHGUHVXOWVDWDQGUDWLQJVDQGWKHLQFUHDVHG
relativities of high ratings. There are still major differences in research funding as
a proportion of grant income, and clearly institutions are not being assessed on a
OHYHOSOD\LQJÀHOG7KLVLVFRQVLVWHQWZLWKWKHGULYHWRUHDSHFRQRPLHVRIVFDOHLQ
UHVHDUFKZKLFKEHJDQLQWKHV7KHÀJXUHVRQUHVHDUFKJUDQWVDVDSHUFHQWDJH
RIWRWDOJUDQWVLQYDU\IURPWR%XWWKHROGHUXQLYHUVLWLHVKDYH
traditionally secured a much higher level of research grant funding
The notion of performance rewards however, is problematic with declining
UHVRXUFHVDV+HDOGDQG*HDXJKDQ  REVHUYHG
...the transparency of the allocation system, in conjunction with sharp resource
shifts between universities, will inevitably lead to far more attention within
XQLYHUVLWLHV WR WKH SDWWHUQV RI UHVRXUFH XVH ¶SURÀWDEOH· FRVW FHQWUHV ZLOO
FRPSODLQ DERXW KDYLQJ WR FURVVVXEVLGLVH ¶XQSURÀWDEOH· FRVW FHQWUHV7KH
GLIÀFXOW\ IRU PDQ\ ZLOO EH WKDW XQFRPPLWWHG UHVRXUFHV DUH QRW DYDLODEOH
to transfer to high performing cost centres because of the net position at
LQVWLWXWLRQDO OHYHO DQG EHFDXVH RI WKH LQÁH[LELOLW\ RI WKHLU FRQWUDFWV ZLWK
HPSOR\HHVLQXQGHUSHUIRUPLQJFRVWFHQWUHV S
The Council has recognised this problem, and is now requiring institutions to explain
how they allocate and manage research resources selectively. This will nevertheless
UHPDLQDVRXUFHRIWHQVLRQLIHIÀFLHQF\JDLQVFRQWLQXHWREHUHTXLUHGDQGDVWKH
scope for further revisions to the weightings diminishes.
PROSPECTS AND ISSUES

In the 1997 General Election Labour committed itself to maintaining the Conservative
spending plans for two years, and to undertaking a Comprehensive Spending Review
DQGFUHDWLQJD¶QHZVWUDWHJLFDSSURDFKWRSXEOLFVSHQGLQJ·7KLVSURPLVHGQHZPRQH\
for science and the universities, but it would be money for modernisation (HM
7UHDVXU\ ,QDGGLWLRQKLJKHUHGXFDWLRQIXQGLQJKDVEHFRPHDUHVSRQVLELOLW\
of the new Scottish parliament. In the Government’s News Release, the CSR
ZDVGHVFULEHGDVWKHJRYHUQPHQW·VH[SHQGLWXUHSURJUDPPHIRUWKHÀUVW6FRWWLVK
3DUOLDPHQWLQ\HDUVDQGFODLPHGWKDWLWZDVWKHUHVXOWRID]HUREDVHGH[DPLQDWLRQ
RIDOOWKHPDLQDUHDVRIH[SHQGLWXUH 1HZV5HOHDVH 2YHUWKHSHULRGRIWKH
&RPSUHKHQVLYH6SHQGLQJ5HYLHZDQDGGLWLRQDO PLOOLRQVZLOOEHSURYLGHGWR
KLJKHUHGXFDWLRQDQG¶WKHDGGLWLRQIRUZLOOEH PLOOLRQ·ZKLFKZLOO
PHDQWKDW¶WKHVXEVWDQWLDOIXQGLQJGHÀFLWLQKHULWHGIURPWKHSUHYLRXVDGPLQLVWUDWLRQ
will be more than made good. Universities would only be required to deliver 1% in
DQQXDOHIÀFLHQF\JDLQVDVUHFRPPHQGHGE\WKH'HDULQJ&RPPLWWHH·
This rosy scenario requires some qualification. As we have pointed out
HOVHZKHUHWKHÀJXUHVDUHPLVOHDGLQJDVWKH\SUHVHQWWKHFXPXODWLYHWRWDORIQHZ
IXQGLQJSURPLVHGE\GRXEOHDQGWUHEOHFRXQWLQJVRPH\HDUVLQD¶FXPXODWLYH·WRWDO
0LGZLQWHUDQG0F9LFDU ,QWKHUHPDLQGHURIWKLVVHFWLRQZHDVNZKHWKHU
the plans are attainable and consistent. That is, can institutions continue to deliver
HIÀFLHQF\JDLQVDQGPDLQWDLQTXDOLW\DQGLPSURYHUHVHDUFKSHUIRUPDQFH"*LYHQ
WKHJURZLQJHPSKDVLVRQ¶HYLGHQFHEDVHG·GHFLVLRQPDNLQJLQJRYHUQPHQWDQGRQ
TXDQWLÀFDWLRQZKHUHE\LQ:KLWHKDOO
The budgetary process is now more favourable to those with discrete and
measurable activities, particularly if costs can be matched with outputs. In
a climate of consistent expenditure review, therefore, resources are more
OLNHO\WREHSURWHFWHGE\DQDELOLW\WRSURYH LHLQWKHODQJXDJHRI)0, WKDW
a reduction in costs will be followed by a measurable loss of service. (Gray,
-HQNLQV)O\QQDQG5XWKHUIRUGS
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Table 6 displays the additions to the expenditure plans over the CSR period
and reveals the slow improvement planned in university funding. In real terms, the
ÀJXUHVIRUWKHQH[W\HDULPSO\DIXUWKHUFXWLQIXQGLQJLQUHDOWHUPV7KLVKLJKOLJKWV
WKHLPSRUWDQFHRIUHDOLVPLQWKHHIÀFLHQF\DVVXPSWLRQV2QO\LQGRZHVHHWKH
prospect of modest growth, and only then, the sums provided will be greater in real
WHUPVWKDQ PFRPSDUHGZLWK P %XWIRUWKHRYHUDOO
LQFUHDVHLQUHDOPRQH\LV PLOOLRQVQRW PLOOLRQVRYHU
Table 6: CSR : Higher Education
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,QVFKRROVWKH*RYHUQPHQWDUHDUJXLQJIRUVPDOOHUFODVVHVDV¶LPSURYHPHQW·5LVLQJ
VWDIIVWXGHQWUDWLRV 665V KDYHEHHQWKHQRUPLQKLJKHUHGXFDWLRQLQWKHVZLWK
larger classes, tutorial groups and more extensive marking for staff as a result. On
these expenditure plans it seems that a further erosion of SSRs is likely.
This brings us to the second issue, the increasing constraints on further rewarding
high RAE rated departments from a shrinking funding base. After the 1992 RAE,
RIVWDIIZHUHORFDWHGLQDQGUDWHGGHSDUWPHQWVDQGWKLVURVHWRDIWHU
WKH5$(:KHUHDVDIWHUWKH5$(VRPHRIWKH5$(EDVHGJUDQW
went to the eight traditional universities, by 1996, after the growth of high rated
VWDIILWUHPDLQHGDWUHÁHFWLQJVRPHFKDQJHEHWZHHQLQVWLWXWLRQVEXWPLQRU
changes overall. This suggests there is a clear need for empirical research in Scotland
WRH[DPLQHWKHUHODWLRQVKLSEHWZHHQUHVRXUFHVHIÀFLHQF\DQGTXDOLW\$UHFHQWVWXG\
concluded that:
from a research perspective, this analysis does not provide support for a
policy of continued weighting of research funding in the top universities.
3URGXFWVSHFLÀFHFRQRPLHVRIVFDOHVKRZGHFOLQLQJUHWXUQVWRVFDOHIRUWKH
top and middle group and constant returns for the middle group. (Glass et
DOS
Increasing performance is dependent on the capacity to deliver rewards. This
preliminary assessment questions the scope for this in the context of continuing
HIÀFLHQF\JDLQV5HVHDUFKKDVUHYHDOHGDVWDWLVWLFDOUHODWLRQVKLSEHWZHHQWKHVL]HRI
FRVWFHQWUHVDQG5$(UHVXOWV -RKQQHVDQG7D\ORU UDWKHUWKDQVWDIIZRUNORDG
and empirical analysis of the 1996 RAE impact is not yet available. The Government
intends to maintain the planned numbers of students and to continue to improve
the quality and relevance of teaching and research in Scottish higher education
institutions. Present policy is based on assumptions that this can be achieved within
DFRQWH[WRIFRQWLQXLQJHIÀFLHQF\JDLQVDQGKDVDWDUJHWRILPSURYLQJWKHDYHUDJH
rating of Scottish HEIs in the next RAE.
The scope for this has been reduced by past success and the subsequent
concentration of resources, the increasing pressures on teaching workloads resulting
IURPFDVKUHOHDVLQJHIÀFLHQF\JDLQVDQGWKHOLPLWHGVFRSHIRUEXGJHWDU\UHGLVWULEXWLRQ
to ensure resources follow performance within institutions. The evidential basis
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of performance remains slight, and there is a clear need for a rigorous research
programme which addresses the relationship between resources and teaching and
research performance, to convert the optimism of the Comprehensive Spending
Review into real progress in universities.
)LQDOO\WKHZKROHLVVXHRIVWXGHQWÀQDQFHHPHUJHGDVDNH\LVVXHLQWKH6FRWWLVK
parliamentary elections, and a committee has been established to undertake an
independent review. Student fees were defended politically as a means of attracting
additional resources for higher education. As we have seen, they have simply
EHFRPHDQDOWHUQDWLYHVRXUFHRIÀQDQFLQJDWLJKWO\FRQVWUDLQHGSURJUDPPH8QOHVV
the underfunding issue is addressed, problems will remain.
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