
 

 

 

 
 
 
Bruce Crawford MSP 
Convener, Devolution (Further Powers) Committee 
c/o Clerk to the Committee 
Room T3.40 
The Scottish Parliament 
Edinburgh  
EH99 1SP 
 
      
       12 February 2015 
 
 
Dear Bruce, 
 
IMPLEMENTING THE SMITH COMMISSION AGREEMENT 
 
Thank you for your time on 4 December to discuss the implementation of the Smith 
Commission Agreement.  I apologise for the delay in responding to your letter of 10 
December.  I hope that the publication of the Command Paper Scotland in the United 
Kingdom: An enduring settlement on 22 January has assisted the Committee with its 
questions.  At the hearing in December there were several follow-up questions under 
the headings below. 
 
Constitutional matters 
 
You asked about how the Government was addressing the recommendation in the 
Smith Commission Agreement that set out UK legislation should state the Scottish 
Parliament and Scottish Government are permanent institutions.  Draft clause 1 
expresses in law the understood position.   That is that that Scottish 
Parliament/Government are permanent parts of the UK’s constitutional 
arrangements.  As the Prime Minister stated on 22 January, there can never be any 
question that Holyrood is here to stay.  
 
In preparing the clauses for publication by 22 January, a number of meetings took 
place between UK Government and Scottish Government officials.  The draft clauses 
and the Command Paper were shared with Scottish Government officials and the 
Deputy First Minister in advance of publication.  Since 22 January, further meetings 
have taken place to gather technical and policy comments from the Scottish 
Government as part of the process of preparing the draft clauses for introduction in a 
Scotland Bill early in the next Parliament. 
 
 
 
 
 
 
 
 
 



 

Tax related matters 
 
Currently, the Crown Estate has responsibility for management of the foreshore and 
the territorial seabed out to 12 nautical miles. The Crown Estate also has 
responsibility for certain economic activities in the Exclusive Economic Zone (which 
extends to a maximum of 200 nautical miles from shore).  Post devolution, the 
Crown Estate’s role will pass to the new Scottish manager. 
 
I attach a table showing the extent of devolved control of taxes. 
 
Welfare related matters 
 
The UK Government decision to extend Work Programme contracts was taken in 
August 2014 as part a wide package of changes and this followed feedback from 
organisations such as the National Audit Office (NAO) that short commissioning and 
implementation timescales impacted early performance and discouraged new and 
specialist providers from entering the market. This was therefore a wide package of 
changes which pre-dates the establishment of the Smith Commission.  I should 
explain that the decision to extend contracts under revised terms is no simple matter 
given that the Work Programme itself was designed and implemented in 13 months, 
followed by a further 12 months to become established.  Since August 2014, we 
have been negotiating the exact terms of the contract extensions with providers and 
this is now complete.  
 
The Smith Commission was notified of the potential extension option for Work 
Programme contracts in the analysis of party proposals submitted by the UK 
Government. By the time the Smith Commission announced its recommendations, 
negotiations with providers were already very advanced and in many cases 
concluded. Given that it would not be practical to operate a system where there were 
two contracts in operation, this meant the Department of Work and Pensions (DWP) 
had no option but to conclude them with all providers.  We engaged with the Scottish 
Government as soon as it became clear that the Work Programme was being 
considered by the Smith Commission, and DWP officials first met with Scottish 
Government on 16 October, just weeks after the Prime Minister announced that the 
Commission was to be set up and they have met regularly since.   
 
To end provision before 2017 would leave the Scottish Government with 
approximately 8 months to establish a new programme following the beginning of the 
new Parliament. This is significantly less time than previously attempted to establish 
a programme and runs contrary to the feedback received by the DWP from the NAO 
in relation to short commissioning and implementation timetables of the original Work 
Programme. The Scottish Government have not yet indicated how they wish to 
implement responsibility for the new programme once devolved.  Therefore, without 
the extension running its course, there is an unacceptably high risk of leaving 
claimants in Scotland without vital employment support.  
 
The Work Programmes plays an important role in supporting some of the hardest to 
help claimants into work and keeping them in a job, and therefore off benefits.  
Nearly 640,000 people have started a job because of the Work Programme and 
performance is continuing to improve all the time. 27.9% of those who joined in 
September 2012 found lasting work within two years, compared to 22.2% of those 
who joined in September 2011. We are also seeing significant improvements for the 
more challenging Employment and Support Allowance (ESA) groups where the 
proportion of claimants obtaining sustainment employment has more than doubled 
since the Programme began. 
 
 
 



 

Additional issues 
 
The Smith Commission Agreement included a number of ‘additional issues for 
consideration’, which have already been the subject of meetings and discussions 
between UK Government and Scottish Government officials.  Meetings on the issues 
of student visas and the Health and Safety Executive have taken place and the 
discussions will continue over the coming months.  I am writing to party leaders in 
the Scottish Parliament to seek their views and to progress this work. 
 
Please let me know if I can be of further assistance to the Committee. 
     

 
 

 
Rt Hon ALISTAIR CARMICHAEL MP 

SECRETARY OF STATE FOR SCOTLAND 
 



Metric 2012-13 Source Notes

Total Scottish spending (A) 65,205 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 5.1

Existing spending by SG and Scottish LAs (B) 38,546 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 5.8

Remove Housing Benefit (C) 1,789 https://www.gov.uk/government/statistics/benefit-expenditure-and-caseload-tables-2014 HB is reserved but is included in Scottish LA spending as the cash is paid out by them

Spending currently devolved to SP (D=B-C) 36,757 Calculation

% of Scottish spending currently controlled by SP (E=D/A) 56% Calculation

Welfare devolved by Smith (F) 2,500 https://www.gov.uk/government/statistics/benefit-expenditure-and-caseload-tables-2014

Spending devolved to SP under Smith (G=D+F) 39,257 Calculation

% of Scottish spending controlled by SP under Smith (H=G/A) 60% Calculation

Total Scottish tax (I) 53,147 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1

Council tax (J) 2,006 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1

Business rates (K) 1,981 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1

Tax devolved to SP before Scotland Act (L=J+K) 3,987 Calculation

% of Scottish tax controlled by SP before Scotland Act (M=L/I) 8% Calculation

SDLT (N) 283 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.6 (NB the stamp duties figure in Table 3.1 additionally includes stamp duty on shares)

Landill tax (O) 100 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1

10p of income tax (P) 4,346 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1 (NB we assume SRIT equates to 40% of income tax revenues)

Tax devolved to SP after Scotland Act (Q=L+N+O+P) 8,716 Calculation

% of Scottish tax controlled by SP after Scotland Act (R=Q/I) 16% Calculation

Income tax (S) 10,865 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1

APD (T) 234 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1

Aggregates levy (U) 45 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1

Tax devolved to SP after Smith (V=Q-P+S+T+U) 15,514 Calculation

% of Scottish tax devolved to SP under Smith (W=V/I) 29% Calculation

10p of VAT (X) 4,674 http://www.scotland.gov.uk/Topics/Statistics/Browse/Economy/GERS Table 3.1 (NB we assume 50% of VAT revenues will be assigned)

Tax retained by SP under Smith (Y=W+X) 20,188 Calculation

% of Scottish tax retained by SP under Smith (Z=Y/I) 38% Calculation

Self-funding metrics based on 2012-13 tax and spending amounts

SP self-funding before Scotland Act (AA=L/D) 11% Calculation

SP self-funding after Scotland Act (AB=Q/D) 24% Calculation

SP self-funding after Smith (excl VAT) (AC=V/G) 40% Calculation

SP self-funding after Smith (incl VAT) (AD=Y/G) 51% Calculation

Self-funding metrics based on 2012-13 tax and spending percentages 

SP self-funding before Scotland Act (AE=M/E) 13% Calculation

SP self-funding after Scotland Act (AF=R/E) 29% Calculation

SP self-funding after Smith (excl VAT) (AG=W/H) 48% Calculation

SP self-funding after Smith (incl VAT) (VH=Z/H) 63% Calculation
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Notes on self-funding percentages:

Self-funding percentages will increase as the deficit falls (as devolved/assigned taxes will part-replace borrowing).  

We have therefore provided estimates based on 2012-13 tax/spending amounts and percentages, the latter of which estimates the position once the deficit is eliminated (depending on the year of implementation).

The actual position when Scotland Act and Smith are implemented will be somewhere between these two sets of estimates.

There is no significant spending devolution in the Scotland Act 2012 so this number is used for both 

before and after Scotland Act 2012
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