
SUPPLEMENTARY EVIDENCE FROM THE SCOTTISH GOVERNMENT 
 
Thank you for your letter dated 15 February, following my appearance before the 
Committee’s Banking and financial services inquiry, in which you set out a number of 
additional questions and points the Committee wishes to raise with me.  You have also, 
helpfully, set out those issues on which I indicated that I would provide the Committee with 
additional information. 
 
Please find below my response to the Committee’s questions in the order in which they 
appear in your letter. 
 
1. While Scottish Government officials and Ministers have communicated with the 

STUC,  trades union representatives from those unions which represent employees in 
the financial services industry and the major banks in relation to restructuring of those 
banks, we have not had any discussions concerning shaping the terms and conditions 
of those employees.  Officials from the Finance Sector Jobs Taskforce, which includes 
a representative from Unite, have been working with a number of financial services 
companies which have or will be undertaking restructuring, and while they have 
discussed the sorts of assistance packages available to staff who are to leave those 
companies under early severance/early retirement agreements, this has been to 
ensure that the Taskforce can provide added value to those arrangements, for 
example by arranging careers and welfare benefits advice.  In relation to the issue 
concerning performance targets for bank workers which was raised by Unite in its oral 
evidence to the Committee, I can tell you that while Unite officials have described their 
concerns over this matter in discussion at Finance Sector Jobs Taskforce meetings, 
Unite has not formally raised it and has not provided any evidence in support of its 
allegations, during meetings of the Taskforce.  Unite has not, to date, requested our 
assistance with this and this matter has not been raised with Scottish Government 
Ministers or officials during meetings with the STUC. 

 
2. Scottish Government officials have regular contact with counterparts in HM Treasury, 

Bank of England, the Financial Services Authority and the OFT on a wide range of 
issues as part of normal working.  Scottish Ministers communicate with HM Treasury 
Ministers on a wide range of issues, both in writing and in person.  In 2008, the 
Financial Services Advisory Board (FiSAB) considered the structure of its 
membership, and this included consideration of the arrangements for official 
observers at FiSAB.  At its meeting on 2 September 2008 FiSAB agreed a new 
structure to better reflect the sub sectors which make up the industry in Scotland and 
also agreed to approach both the Bank of England and the FSA seeking their views 
on whether they would take up the same observer status at FiSAB which is enjoyed 
by HM Treasury.  Both the Bank of England and the FSA responded that they would 
be happy to attend those FiSAB meetings at which they could be of assistance during 
the Board’s discussions.  Since then, the Bank of England’s Agent for Scotland 
attended the FiSAB meeting on 1 June 2009.  The FSA has not yet been invited to 
attend a specific meeting and HM Treasury continues to have observer status at all 
meetings.   The regulation of financial services is a matter reserved to the UK 
Parliament and as HM Treasury, the Bank of England and the FSA all have 
responsibility for the whole of the United Kingdom on these matters, we expect all of 
these institutions to take full account of Scottish specific issues in their day to day 
operations. The Scottish Government continues to liaise with all of these 
organisations on an ongoing basis.   The issue of whether these authorities should 
communicate and cooperate more closely with the Scottish Parliament is a matter for 
the Parliament. 



3 The European Commission was involved in commercially sensitive discussions 
concerning the banks’ plans for restructuring as required by the European 
Commission’s Rescue and Restructuring guidelines as applied under Article 87(2)(b) 
of the EC Treaty, now  107(2)(b) The Treaty on the Functioning of the European 
Union (TFEU).  The UK Government, through HM Treasury, was fully involved in 
these discussions with the EC and both banks.  I wrote to the Chancellor of the 
Exchequer on 16 July when the Scottish Government’s Access to Finance Survey 
2009 was published, highlighting concerns about the concentration of the market in 
the provision of finance to SMEs in Scotland.  As the Chancellor of the Exchequer has 
responsibility for negotiating directly with the European Commission on behalf of the 
United Kingdom as a whole on these reserved State Aid matters, we consider that this 
was the correct course of action for the Scottish Government to pursue. 

 
4. As I said during my evidence to the Committee on 10 February, under the current 

structures of the UK, financial services regulation is a reserved matter.  The UK 
Government therefore has a responsibility to consider the impact of regulatory 
changes across the whole of the UK, including on the industry here in Scotland.  As 
you have pointed out, many of the decisions to be taken on this vital issue will be 
done at European and international level and we fully expect the UK Government to 
consider the impact on all parts of the United Kingdom of these various proposals.  
With independence, the Scottish Government could judge the most appropriate 
mechanisms for financial services regulation.  The needs and interests of the wider 
economy, consumers and the financial sector itself would be key factors in 
determining the right approach.  We fully recognise the need for international co-
operation on these matters and policy decisions would take account of this. 

 
5. Turning now to the issues on which I indicated that I would provide the Committee 

with additional information, please find this below, again in the order in which you 
have requested it in your letter: 

 
 The £750 billion and £470 billion figures quoted in the SPICe briefing are not 

published in the NAO report. 
 

 The NAO report makes clear that, whilst RBS and Lloyds Banking Group have 
received a large proportion of the direct support, the UK banking sector as a whole 
has benefited from the improved financial stability.   
 
It should be noted that the estimates presented by SPICe do not represent the actual 
expenditure incurred by the UK Government.  UK Government expenditure at such 
levels would only have arisen if all guaranteed bank loans and Bank of England loans 
defaulted, and if the value of insured assets fell significantly below current 
expectations. As outlined in both the NAO report and the SPICe paper, HM Treasury’s 
most recent estimate of the ultimate cost of support to the financial services industry is 
approximately £10 billion.1 2 3

 
 In relation to our analysis of the trends in the numbers of people seeking to enter 

graduate and post-graduate education and training courses, I did promise the 

                                            
1 NAO (4  December 2009).  

2 Economy, Energy and Transport Committee: Banking Enquiry: SPICe note: additional material supplied in response to Members’ Queries 
(04 February 2010). Available at: http://www.scottish.parliament.uk/S3/committees/eet/papers-10/eep10-06.pdf  

3 HM Treasury Pre-Budget Report 2009 Annex B, p199. Available at: http://www.hm-treasury.gov.uk/prebud_pbr09_repindex.htm  

http://www.scottish.parliament.uk/S3/committees/eet/papers-10/eep10-06.pdf
http://www.hm-treasury.gov.uk/prebud_pbr09_repindex.htm


Committee that I would specifically address issues around the recent coverage in the 
Herald on 9 February. While it is true applications have risen, those for Scottish 
nursing and midwifery courses were included for the first time. This accounted for an 
additional 5538 applicants. More than half of those applicants were Scots who only 
applied for nursing/midwifery and would not have gone through the UCAS system in 
the previous year. This change would account for almost one-third of the increase in 
applications from Scottish students this year. In addition, the move to a single early 
deadline for admissions to Arts and Design courses has led to an expected increase 
in the number of applications at this stage.  Both of these factors must be taken into 
account to give a true picture of demand.  In addition we need to be careful how we 
interpret information on demand at this stage of the year.  The Scottish Government 
has been aware of the potential impact of the downturn on our universities.  We are 
already supporting an additional 7500 students this year entering higher education. 
We will maintain that commitment into the next academic year. 

 
Please also find attached at the Annex to this letter, information specifically in relation 
to demand for courses in finance.  It is important to note, however, that many of those 
students who subsequently find employment in the financial sector have not studied 
either Finance or Accounting courses at universities and I have therefore included at 
the Annex data on the destinations of qualifiers 6 months after graduating.  This 
shows that those permanently employed in the UK financial services industry come 
from a range of academic backgrounds. 

 
 I have, as promised when I appeared before the committee, reviewed the evidence 

given by the OFT.  In response to your own question where you pointed out that Lord 
Mandelson had asked the OFT to “keep the relevant markets under review in order to 
protect the interests of UK consumers”,  Clive Maxwell responded that it does keep 
markets under review but went on to explain that there is such upheaval at the 
moment including the possible changes following announcements concerning 
divestments by UK banks that the OFT “need to be wary about making conclusions 
when there is so much change going on”.  As David Wilson said during our 
appearance before the Committee, Scottish Government officials from across a wide 
range of Directorates meet regularly with officials from the OFT, in particular with its 
Representative in Scotland to discuss a number of wider issues around competition.  
It is our understanding that the OFT has not announced that it is undertaking a formal 
consideration of competition in the banking market at present.   Having considered the 
OFT evidence session, I can see no need for additional action from the Scottish 
Government at this stage, beyond our continuing to make data in relation to the 
workings of the market in Scotland available to UK authorities. 

 
I do hope that the information I have provided is helpful and I look forward to seeing the 
Committee’s report on this important issue. 
 
 
John Swinney 
Scottish Government 
28 February 2010 

 



Annex A 
 

Demand for courses in Finance 
 
Data currently available from UCAS relates to applications made to courses in finance and 
accounting at all UK institutions.  The latest figures relate to applications as at January in 
each year.  Table 3 below shows the trends in demand for accounting and finance courses in 
recent years.  Applications to finance courses have declined by 9.2% since 2008 to 5,191 in 
2010.  Applications to accounting courses have increased by 18.3% since 2008 to 28,546 in 
2010. 
 
 
Table 3: UCAS applications for finance and business courses at UK institutions between 
2006 and 2010 (with year on year change) 

Academic Year Subject Applications year on year 
change 

N3 - Finance 5,191 -5.70% 
2010 N4 - Accounting 28,546 11.10% 

N3 - Finance 5,507 -3.70% 
2009 N4 - Accounting 25,692 6.50% 

N3 - Finance 5,718 3.10% 
2008 N4 - Accounting 24,132 -10.00% 

N3 - Finance 5,545 20.30% 
2007 N4 - Accounting 26,927 2.70% 

N3 - Finance 4,610 -13.70% 
2006 N4 - Accounting 26,208 -5.70% 

Source: University and Colleges Admissions Service (UCAS). 
 
These figures are an indication of the trends in demand for courses that might be associated 
with careers in financial services.  However it should not be assumed that those applicants, 
or entrants, to accounting and finance courses represent the future stock of employees in 
financial services.  In many cases, entry requirements for occupations in this industry will 
specify requirements for a numerate degree, which can be obtained through many routes. 
 
Data available on the destinations of qualifiers 6 months after graduating show that those 
permanently employed in the UK financial industry came from a range of academic 
backgrounds.  Those who studied Business Administration subjects are consistently the 
largest group (36.7% in 2007-08) but there are also a significant proportion who studied 
courses in Science and Engineering (31.9% in 2007-08) and Education and the Arts (9.4%).  
Mathematical Sciences graduates in particular accounted for 11.6% of those employed in 
finance in 2007-08, Social Sciences graduates accounted for 11.3% and IT graduates 
accounted for 8.3%.  The table below shows the proportion of those working in finance by 
their subject of study for the last 5 years for which data are available. 
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Proportion of those graduates permanently employed in the financial sector   
by their subject of study: Academic year of graduation 2003-04 to 2007-08*   
  2003-04 (%) 2004-05 (%) 2005-06 (%) 2006-07 (%) 2007-08 (%)

 All subjects            1,335             1,335             1,340  
           
1,475  

           
1,070  

Allied Medicine 1.9 2.5 2.2 1.8 2.8
Medicine and 
Dentistry 0.1 0.0 0.0 0.0 0.0
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Total 2.0 2.5 2.2 1.8 2.8
Agriculture 0.2 0.3 0.2 0.3 0.4
Biological Sciences 5.7 5.6 6.3 7.1 6.3
Engineering and 
Technology 3.5 3.1 2.8 3.9 2.7
Information 
Technology 5.5 7.6 11.5 7.3 8.3
Mathematical 
Sciences 7.2 8.2 9.6 9.4 11.6
Physical Sciences 3.4 2.9 3.0 2.6 2.6
Veterinary Science 0.0 0.0 0.0 0.0 0.0Sc

ie
nc

e 
an

d 
En

gi
ne

er
in

g 

Total 25.6 27.8 33.5 30.5 31.9
Architecture 0.3 0.4 0.5 0.5 0.5
Business 
Administration 41.1 37.5 34.9 36.1 36.7
Law 3.4 3.7 3.1 3.3 3.9
Mass Communication 1.7 2.9 1.9 1.8 1.8
Social Studies 11.2 11.9 10.5 12.8 11.3
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Total 57.8 56.4 50.9 54.6 54.2
Creative Arts 3.1 2.2 2.2 2.2 1.6
Education 0.6 0.6 0.7 0.7 0.3
Humanities 4.6 4.9 4.4 4.1 3.7
Languages 4.6 4.3 4.6 4.6 3.7
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Total 12.9 12.1 11.9 11.6 9.4
Notes: 
*  Surveyed 6 months after graduating. 
1. Source: Higher Education Statistics Agency (HESA). 
2. Totals in this table showing absolute values have been rounded to the nearest 5. 
3. Percentages have been calculated from unrounded values.  They represent the proportion of 
those permanently employed in the UK in finance who studied that subject. 
4. Figures in this table have been weighted.  For further details please see the Methodological 
Note in destinations publication.    
http://scotland.gov.uk/Publications/2009/12/10091627/2
5. Standard Industrial Classification, SIC2007 was used to categorise industry of employer for 
2007-08.  For previous years the equivalent category from 
SIC(2003) as used. 
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