Podcast Script – Finances of Scottish Universities

I’m here with one of our audit managers, Adam Bullough, to talk about the Auditor General’s new report on the finances of Scottish universities.
Adam, what were your aims with this audit?
We wanted to assess the financial position of the university sector in Scotland over the period 2014 to 2018 – and establish the pressures it’s facing. As part of that, we also looked at how the Scottish Government, Scottish Funding Council and universities are working together, and how they’re planning for the future.
And what did you find?
Overall, the university sector is in good financial health, but that’s mostly down to three of the four ancient universities – Edinburgh, Glasgow and St. Andrews. They’ve larger incomes from non-government sources, especially from tuition fees. And they routinely generate surpluses and generally have larger reserves. 
This means ancient universities are better placed to respond to the challenges universities in Scotland are facing, but they still face strong global competition. 
What challenges are universities facing?
Scotland’s universities are in a competitive international market. And over the period 2014 to 2018 the sector’s experienced a real-terms cut in government funding of seven per cent. That’s around £91 million. They’re also facing estates costs and rising pension contribution costs and dealing with the significant implications of EU withdrawal to teaching and research.
What’s the picture like below the ancients?
Despite the real terms reductions in government funding, most of the ancient universities and chartered universities – which include the likes of Dundee and Strathclyde – have increased their income from other sources. But it’s generally a different story for modern universities such as Robert Gordon and Glasgow Caledonian. Modern universities rely on government funding for more than half of their income and they’ve generally seen smaller increases in income from other sources, such as tuition fees. 
The majority of universities rely on SFC funding for a good-sized chunk of the income they need to fund teaching and research. But your report’s critical of the agreements that set out what universities deliver for the government funding they receive. 
Yes. The SFC uses outcome agreements to set out universities’ commitments in return for public funding. But in 2017-18 many agreements didn’t include clear targets for teaching and research. That makes it difficult to clearly see how individual universities are contributing to the government’s national priorities, and we think more work needs to be done in that area.
Adam, thank you very much indeed. 
And if you want to read more about our universities report, or any of our other work from 2019, you can visit our website at audit-scotand.gov.uk
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