
INDICATORS OF ECONOMIC ACTIVITY 

The Scottish Economy PRODUCTION 

T h e i n d e x o f i n d u s t r i a l 
p r o d u c t i o n f i g u r e s f o r S c o t l a n d 
f o r t h e f o u r t h q u a r t e r of 1980 
have now been r e l e a s e d and show 
a c o n t i n u i n g downward t r e n d i n 
i n d u s t r i a l a c t i v i t y i n S c o t l a n d . 
F o r # a l l i n d u s t r i e s ( e x c l u d i n g MLH 
104 ) t h e i n d e x s t o o d a t 8 9 . 2 : 
d o w n 3 . 1 % on t h e p r e v i o u s 

The c o r r e s p o n d i n g 
t h e UK w a s 9 1 . 6 , a 

f rom Q3 i n 1980 t o 

q u a r t e r . 
f i g u r e f o r 
f a l l of 3.81 
Q4 1 9 8 0 . 

In S c o t l a n d , t h e ma in f a l l i n 
p r o d u c t i o n can be a t t r i b u t e d t o 
t h e m e t a l m a n u f a c t u r i n g , 
e n g i n e e r i n g a n d t e x t i l e 
i n d u s t r i e s w h e r e a s s l i g h t 
i n d i c a t i o n s of r e c o v e r y w e r e 
f o u n d i n t h e i n d i c e s f o r f o o d , 
d r i n k and t o b a c c o , and c h e m i c a l s , 
c o a l and p e t r o l e u m p r o d u c t s . 
T h i s i s t h e f i r s t t i m e s i n c e t h e 
i n d e x was r e b a s e d i n 1 9 7 5 , t h a t 
t h e i n d e x o f i n d u s t r i a l 
p r o d u c t i o n f o r S c o t l a n d h a s 
f a l l e n b e l o w 9 0 . R e c e n t l y 
p u b l i s h e d UK f i g u r e s f o r t h e 
f i r s t t w o q u a r t e r s o f 1 9 8 1 

i n d i c a t e t h a t t h e b o t t o m of t h e o u t p u t r e c e s s i o n h a s b e e n r e a c h e d . The 
i n d e x h a s r e m a i n e d s t e a d y a r o u n d t h e 90 l e v e l f rom D e c e m b e r 1980 t o J u n e 
1 9 8 1 . The s e c t o r s w h i c h show t h e s t r o n g e s t s i g n s of r e c o v e r y a r e 
c h e m i c a l s , c o a l and p e t r o l e u m p r o d u c t s , and m e t a l m a n u f a c t u r e . A l though 
S c o t t i s h f i g u r e s a r e n o t y e t a v a i l a b l e i t i s l i k e l y t h a t they w i l l r e f l e c t 
t h e UK f i g u r e s . 

However t h e J u l y i s s u e of t h e CBI I n d u s t r i a l T r e n d s S u r v e y g i v e s no 
i n d i c a t i o n t h a t t h e r e c e s s i o n i s over o r even t h a t i t h a s bo t tomed o u t . In 
S c o t l a n d on ly 15? of t h o s e q u e s t i o n e d were more o p t i m i s t i c abou t t h e g e n e r a l 
b u s i n e s s s i t u a t i o n i n t h e i r i n d u s t r y w h e r e a s 20% w e r e l e s s o p t i m i s t i c . 
These f i g u r e s were s l i g h t l y worse t h a n t h o s e f o r t h e UK as a w h o l e , a l t h o u g h 
a n e t ' p e s s i m i s t i c ' b a l a n c e was r e p o r t e d t h e r e a l s o . More t h a n 70J of 
f i r m s a r e s t i l l work ing be low c a p a c i t y ( l o w e r g raph ) and c a p i t a l e x p e n d i t u r e 
p l a n s have n o t improved much s i n c e t h e l a s t Su rvey . I n d e e d , more than H0% 
of t h e r e s p o n d e n t s . bo th in t h e UK and in S c o t l a n d , p lan t o r e d u c e 

•MLH i s P e t r o l e u m and N a t u r a l Gas P r o d u c t i o n from t h e North Sea 

Owing t o t h e c i v i l s e r v a n t s ' d i s p u t e , f i g u r e s f o r o v e r t i m e w o r k i n g in 
S c o t l a n d a r e s t i l l no t a v a i l a b l e in a c o m p a r a b l e form w i t h t h e UK f i g u r e s . 
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current-year levels of expenditure on buildings, and plant and machinery 
over the next twelve months while only 11% plan to increase their 
expenditure on buildings and 20% plan to increase it on plant and machinery. 

There are, however, two encouraging indications: a net 6% of those asked 
expect total new orders to rise in the next four months, in volume terms, 
whereas for the previous four months a net 18% had expected orders to fall. 
This improvement is also indicated in the UK sample. A similar, though not 
quite as marked, trend is reported for the volume of output. This 
optimistic note is not continued when employment intentions are considered. 
More firms expect to reduce their labour force over the next four months 
than to increase it. 

COMPANY FORMATIONS AND DISSOLUTIONS 

In July and August there were 494 incorporations and 250 dissolutions. 
While these figures appear surprisingly good they do not indicate the total 
numbers of jobs created and lost. It is therefore recommended that this 
indicator be treated with caution and not considered in isolation frojn 
other indicators. 

BANK ADVANCES 

Bank advances to UK residents from the Scottish Clearing Banks stood at 
£4,285m for the year as at 19 August 1981, an increase of £3l8m (7.4%) over 
the previous quarter. 

This indicates a substantial increase in bank activity which may be 
associated with two distinct but conflicting facts. First, the fall in 
interest rates arising from the last budget and, secondly, continuing cash 
flow shortages in industry and business. If the main reason is the fall in 
interest rates at least some improvement in industrial activity and 
investment intentions is implied. However, the increased borrowing may be 
due to further cash-flow difficulties caused by increased raw materials 
costs or by a continued slowdown in business activity. 

Whatever the true reason for the reported increase, it may be confidently 
forecasted that any further increase in bank activity in the next quarter 
will be due mainly to cash-flow difficulties. This conclusion is reached 
because of the rise in interest rates over the last few weeks which can only 
act to discourage investment. 

The manufacturing sector borrowed £33m more in the quarter to mid-August 
than in the previous one. The two largest industry changes in this sector 
were food, drink and tobacco (+£26m) and shipbuilding (-£13m). Other 
production showed an increase of £63m made up of agriculture, forestry and 
fishing (+£55m), mining and quarrying (+£10m) and construction (-£2m). 
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The f i n a n c i a l , s e r v i c e and p e r s o n a l s e c t o r s a l l i n c r e a s e d t h e i r b o r r o w i n g s 
i n t h e q u a r t e r w i t h t h e o n l y f a l l i n t h e s e s e c t o r s b e i n g i n p u b l i c u t i l i t i e s 
and n a t i o n a l g o v e r n m e n t ( - £ l l m ) . 

CONSTRUCTION 

In the second quarter of 1981 the value of new orders received by 
contractors was £243m representing an increase over the previous quarter's 
total of fS^m. It is also up, by £22m in current terms, on the 
corresponding quarter of 1980; in real terms, however, this indicates a 
slight drop in activity. The half-yearly total of new orders for 1981 
stands at just over £452m which compares unfavourably with the total for the 
first six months of 1980 (£454+m) - a drop both in real and current terms. 

Some recovery in public sector orders was reported in most sectors compared 
with the first quarter, although not in new housing or schools and colleges. 
There was £ll8m worth of new orders placed by the public sector in the 
second quarter; an increase of £12m over the first three months. 

In the private sector new orders increased by £21+m in the second quarter 
with the industrial and housing sectors accounting for most of the increase. 
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INDUSTRIAL PERFORMANCE 

The MAFF National Food Survey shows that consumption of 
beef and veal in the first quarter of this year is 17? 

AGRICULTURE lower than that of the same period last year, and cheaper 
types of meat such as poultry and sausages are being 
substituted for beef. It is expected that this low 

demand for beef will continue, but that current prices will be sustained by 
a low level of production in coming months. This however creates excess 
capacity in the slaughtering industry, which has already sustained heavy 
trading losses. 

The Scottish market price for sheep has risen in the past two months from 
105p/kg to 150p/kg, and the variable premium payable has fallen by 23p/kg. 
The main reason for this rise has been the increased export profitability 
brought about by the fall of sterling against the franc and the 
deutschemark. The price of French lamb has fallen slightly but not by 
enough to make it cheaper in terms of sterling. Exports have also been 
helped by a fall off in Irish supplies to the Continent. 

Production of milk in June and July of this year has been consistently less 
than in the same period of 1980, but in August output has risen to exceed 
last years levels. In the North of Scotland production was over 4% higher 
than in August 1980. in the Aberdeen and District area, production was up by 
5.5%, and the SMMB area's production increased by 1.5$. The rises in 
output in April and August have pushed production figures for that five 
month period higher than in 1980. 

Total landings in Scotland (by UK vessels) for the first 
three months of 1981 were 48,258 tonnes, worth £22.3m. 

FISHING While the volume of landings is only marginally (0.8%) 
lower than that of the first quarter of 1980, the value 
of the catch is 7% less. Landings of cod are 10! lower 

compared to the same period of 1980, while the value per tonne has fallen 
from £571 to £517. The value of haddock has dropped by almost £100 per 
tonne compared to 1980, and landings are down by 16%. In contrast, the 
whiting catch increased by 43% over the first quarter of 1980 and the value 
per tonne was about 10% higher over the period. 

The herring fishery off the West Coast reopened in July after a three year 
closure, but was abandoned by Scottish fishermen after only two weeks. The 
EEC had set a total allowable catch of 55,000 tonnes, but failed to 
formalise individual quotas, and a free-for-all ensued among Common Market 
boats. Fears that the fishery would be overworked too soon, and the 
inadequacy of remaining processors to deal with herring catches caused the 
Scottish fleet to pull out. It is hoped that a controlled fishery can be 
organised to follow the mackerel season, by which time the processing 
industry will be better equipped to deal with the landings. In the 
meantime the fishing ground is being kept under surveillance by protection 
vessels. 

An agreement was recently achieved by EEC Fisheries Ministers on certain 
aspects of fishing policy. There is to be a marketing system which will 
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offer p r o t e c t i v e ac t ion aga ins t f i sh landed below EEC minimum p r i c e s ; in 
addition fishermen wil l be offered compensation to withdraw fish from the 
market should a glut cause prices to drop below minimum levels . £15m has 
been made available for the development of the fishing industry to be spent 
on r e s t r u c t u r i n g the f l e e t s of members, and on mainta in ing conservat ion 
measures. The twin stumbling blocks of a common policy, quotas and access 
r igh t s , are as yet unresolved, but the achievement of some agreement makes 
the outlook for the November negotiations s l ight ly more opt imis t ic . 

UK production from April to June 1981 t o t a l l e d 21.7m 
t o n n e s , a r i s e of 11.5% compared with the same period in 

OIL AND GAS 1980. The continued increase in UK output contrasts with 
the recent experiences of OPEC, whose output i s now below 
20 million bpd which is only two-thirds of the early 1980 

l e v e l . Most of the UK's increased production i s being used to rep lace 
imports of foreign o i l : in the f i r s t ha l f of 198O domestic o i l provided 
45.3% of UK r e f i n e r y needs; in the f i r s t ha l f of 1981 t h i s propor t ion had 
r i sen to 50.1%. However, exports of B r i t i s h crude are a lso r i s i n g being 
42% higher in the second quarter of 1981 than i t had been in the equivalent 
period in 1980. 

Worldwide supply of o i l cont inues to exceed demand and t h i s has led to 
s t a b i l i s a t i o n of market p r i c e s . Because of the r i s e in the value of the 
dollar r e l a t ive to the pound, however, o i l costs to UK users have continued 
to r i s e : from $37.05 pb in Apri l to $42.72 pb in Ju ly . Further pr ice 
r i ses in o i l products were announced by the majors in September. Bri t ish 
Gas have a lso announced p r i ce r i s e s to users r e c e n t l y , and in t o t a l the 
consumer price of gas has risen by 63% in the past year. 

E x p l o r a t i o n d r i l l i n g c o n t i n u e d du r ing the second q u a r t e r , wi th 18 
explora t ion r i g s a c t i v e in UK waters between March and July. Eleven 
a d d i t i o n a l d i s c r e t i o n a r y blocks were a l l oca t ed under the seventh round. 
BN0C/C0N0C0 announced a ' s i g n i f i c a n t ' discovery of o i l south of F o r t i e s , 
while BP made a l igh t o i l find near the Bruce f ie ld . Marathon have made a 
large gas find in the North Brae f i e l d . This f i e l d could contain 150-200 
mi l l ion b a r r e l s of condensate (very l i g h t o i l ) and 1 x 10 '^ cubic fee t of 
gas. 

Onshore, Esso, a f t e r lengthy n e g o t i a t i o n s with the government, confirmed 
t h e i r i n t e n t i o n s to proceed with a chemical p lant at Moss Morran. Shell 
announced £40m c o n t r a c t s for t h e i r gas processing p l a n t , also a t Moss 
Morran, which could create 900 jobs in the area. Dow announced that they 
would continue to consider plans for a £600m petrochemical development at 
Nigg in s p i t e of the Government's negat ive decis ion on the gas -ga ther ing 
pipeline (see below). 

During recent months, the oi l operators have been complaining increasingly 
about the o i l tax regime ope ra t iona l in the North Sea, and p a r t i c u l a r l y 
about the imposition of supplementary Petroleum Revenue Tax announced in the 
March budget. To put matters in perspective, Wood Mackenzie have estimated 
that , of the revenue accruing from an 'average' barrel of North Sea o i l , 58% 
goes in tax and 29% in c o s t s , leaving only 13% p r o f i t for the o p e r a t o r s . 
On c e r t a i n revenues the marginal r a t e of tax can be as high as 91%. The 
operators are arguing that such high tax ra tes render cer tain developments 
non-economically v i a b l e , and appear to be t r a n s l a t i n g t h e i r words in to 
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a c t i o n s . BP, Occ iden ta l , Amoco and LASMO among o the r s have postponed f i e l d 
deve lopment s because of t h e p r e s e n t t ax s i t u a t i o n and the UK Offshore 
O p e r a t o r s A s s o c i a t i o n have asked t h e government not t o i s s u e a d d i t i o n a l 
e x p l o r a t i o n l i c e n s e s u n t i l t he t ax problem i s r e s o l v e d . The major 
d i f f i c u l t y i s in devis ing a v i a b l e tax system which e x t r a c t s economic ren t 
from highly p r o f i t a b l e f i e l d s while not impair ing the economic v i a b i l i t y of 
m a r g i n a l ones . The d i f f i c u l t y i s compounded by the f a c t t h a t each North 
Sea f i e l d i s v i r t u a l l y un ique in i t s c o s t and revenue p r o f i l e s , so t h a t 
' a v e r a g e ' v a l u e s f o r t h e Nor th Sea p r o v i n c e a s a w h o l e a r e a l m o s t 
meaningless . 

The major t op ic of the moment i s unquest ionably the government's dec i s ion , 
announced on 11 Sep tember , no t t o p r o v i d e p u b l i c s u p p o r t for t h e proposed 
£2.7 b i l l i o n g a s - g a t h e r i n g p i p e l i n e . I t p r e s e n t l y a p p e a r s t h a t , t o a l l 
i n t e n t s and p u r p o s e s , t h i s d e c i s i o n k i l l s off the p r o j e c t in i t s most 
ambit ious form. This i s sue i s of such importance and complexity t ha t i t i s 
discussed more fu l ly in a s epa ra t e a r t i c l e in t h i s Commentary. Suff ice i t 
t o say he re t h a t i t now seems t h a t t he gas from some f i e l d s w i l l c o n t i n u e to 
be f l a red off or r e - i n j e c t e d i n d e f i n i t e l y . I t a l so appears , however, t ha t 
t h e n o r t h e r n s e c t i o n of the p i p e l i n e may be comple ted p r i v a t e l y as an 
extension of the FLAGS and Friggs p i p e l i n e p r o j e c t s . The FLAGS system was 
o r i g i n a l l y to s e r v e Nor th /Sou th Cormoran t , B r e n t , N W Hut ton , Heather and 
Nin i an , bu t t h e o p e r a t o r s a r e now c o n s i d e r i n g i n c l u s i o n of T h i s t l e , 
Murchison and Magnus. I t i s a l so p o s s i b l e t h a t UK gas from Sta t f jo rd w i l l 
be piped to Norway when the Norwegian p i p e l i n e i s completed. 

FOOD, DRINK AND TOBACCO 
Output rose in the four th qua r t e r of 1980 
by 2% t o an i n d e x l e v e l of 99 ; f o o d , 
d r i n k and t o b a c c o was one of two 
i n d u s t r i a l s e c t o r s in S c o t l a n d t o 
e x p e r i e n c e an i n c r e a s e in ou tpu t in t he 
f o u r t h q u a r t e r , and t h e r e was a s i m i l a r 
i n c r e a s e in t h e o u t p u t of the UK s e c t o r . 
In 1980 as a w h o l e , p r o d u c t i o n in 
S c o t l a n d was 1.9% l o w e r t h a n 1 9 7 9 ' s 
l e v e l . 67% of r e s p o n d e n t s t o t he Ju ly 

CBI I n d u s t r i a l Trends survey are producing a l e s s than s a t i s f a c t o r y l e v e l , 
and as 95% s t a t e d t h a t o r d e r s a re t h e main f a c t o r l i k e l y to l i m i t o u t p u t 
over the next four months, i t seems l i k e l y t ha t t h i s low leve l of production 
w i l l cont inue . 

There have been announcements of impending redundancies in food and dr inks 
i n d u s t r i e s . At t he James K e i l l e r marmalade f a c t o r y in Dundee, 130 j o b s 
have been l o s t as p a r t of a t a k e o v e r agreement made wi th Okhai Ltd. 

S c o t t i s h and Newcas t l e a re to make 600 worker s r e d u n d a n t . P r o d u c t i o n 
workers a t the Holyrood Brewery, along with managerial and a d m i n i s t r a t i v e 
s t a f f a t the company's main cen t r e s of Glasgow, Edinburgh and Newcastle, are 
to lose t h e i r j obs , and the p o s s i b i l i t y of more jobs being cut has not been 
r u l e d o u t . In common wi th o t h e r b r e w e r i e s S c o t t i s h and Newcas t l e a r e 
suf fer ing the combined a s s a u l t of r i s i n g cos t s and f a l l i n g demand. 
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Production of whisky in the second quarter of 1981 was 
76,068 thousand l i t r e s of pure alcohol , 6.7? above the 

WHISKY level of the previous quar ter , but 36? below the figure 
for the same period in 1980. The f a l l in production 
between the f i r s t half of 1981 and the same period of 
1980 is 36.4%. 

There are no signs of conditions in the industry improving, although the 
fall in the value of sterl ing may offer a temporary encouragement to sales 
abroad. With production s t i l l f a l l i ng , thousands of workers remain on 
short-time working, or have been laid off. Dist i l l ing output is running at 
about 55% of capaci ty , and no rea l recovery is now expected before 1983, 
which means that short-time working will continue for a considerable period. 

CHEMICALS. COAL AND PETROLEUM 
The fourth quarter's index of production 
in Scotland shows a r i se of 2%, to an 
index of 99. Output in 1980, at an 
index level of 106, is 7% lower than that 
for 1979. The reduction in output in 
Scotland over 1980 was less severe than 
that experienced by the UK as a whole. 
There has been some slight improvement in 
the i n d u s t r y ' s outlook according to 
responses to the CBI survey of July 1981. 
81% of respondents are operating below 

satisfactory capacity, and while this gives no cause for optimism, i t is 12% 
lower than in the preceding four months. 33% of respondents are more 
optimistic about their general business situation than they were four months 
ago. However 41% expect tha t further reductions in employment wi l l be 
necessary in coming months. 

The workforce of BP Chemicals in Grangemouth is to be cut by 250. The 
company hopes this can be achieved through natural wastage, early retirement 
and voluntary severance. The reduced workforce is a part of the company's 
measures to return Grangemouth to profi tabi l i ty; i t has also been suggested 
that the reduction has been influenced by the government's decision against 
financing the North Sea gas gathering pipeline. 

The Scottish coal industry may face problems next year when the government's 
coal burning subsidy to Scotland's power s t a t ions runs out. As 70% of 
Scott ish coal goes to power s t a t i o n s , mainly Longannet and Cockenzie, the 
maintenance of th i s subsidy i s necessary to ensure an ou t l e t for Scot t ish 
coal production. 

Output of metal goods dropped back a 
further 14% during the fourth quarter of 
1980, af ter an increase following the 
strike earlier that year. However, the 
CBI July 1981 Survey reported an increase 
in business optimism compared with the 
April Survey. Respondents to the July 
Survey recorded a s igni f icant upward 
trend in output prices over the last four 
months and expected an accelerat ion in 
the trend over the next quarter. 
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The c a n c e l l a t i o n of t he proposed North Sea gas g a t h e r i n g p i p e l i n e by the 
government i s a blow for B r i t i s h S t e e l . The Corporation had the c a p a b i l i t y 
of producing the s t e e l for the l i n e and were conf ident of ob ta in ing as much 
as 80S of the c o n t r a c t . If the o i l companies go ahead with a more l im i t ed 
p l an .Br i t i sh i S t ee l may s e c u r e a number of o r d e r s but p r o s p e c t s a r e l e s s 
favourable . Following the emphasis by the Corporation on the provis ion of 
s t e e l for gas ga ther ing systems two c o n t r a c t s , worth £13m, for the Morecombe 
and Rough f i e l d s were r e c e n t l y o b t a i n e d . Two f a c t o r i e s in L a n a r k s h i r e 
w i l l be involved in product ion. 

ENGINEERING AND ALLIED INDUSTRIES 

O u t p u t fo r e n g i n e e r i n g and a l l i e d 
i n d u s t r i e s f e l l by 8% d u r i n g the l a s t 
q u a r t e r of 1980 with sh ipbu i ld ing , marine 
engineer ing and veh i c l e s recording a 165 
f a l l , due to t h e s h a r p d e c l i n e in t h e 
v e h i c l e s e c t o r . The c o n c e n t r a t i o n of 
e l e c t r o n i c s f i r m s in Sco t l and accoun t s 
fo r t h e s m a l l i n c r e a s e in e l e c t r i c a l 
engineer ing product ion as output for the 
UK as a whole f e l l . More r e c e n t l y t he 

CBI Survey in July 1981 recorded l i t t l e change in t h e i r assessment of t rends 
s ince Apr i l , al though the re has been a marginal i nc rease in confidence. 

Some engineer ing companies appear to be not only surviv ing the recess ion but 
o b t a i n i n g s u b s t a n t i a l new o r d e r s , w h i l e o t h e r s e x p e r i e n c e c o n s i d e r a b l e 
d i f f i c u l t i e s . Weirs repor ted a pre tax p r o f i t of £3.1m for the 6 months to 
31 J u l y , a f t e r f i n a n c i a l r e c o n s t r u c t i o n , f o l l o w i n g l o s s e s in 1980. The 
r ecove ry has c o n t i n u e d wi th r e c e n t o r d e r s from N i g e r i a , Saudi Arabia and 
Zimbabwe and a £lm d e s i g n c o n t r a c t for a w a t e r supply sys tem for a 
d e s a l i n a t i o n p l a n t in t h e Middle Eas t t o be b u i l t by Sumi tomi . John 
Brown E n g i n e e r i n g have work fo r t h e i r c u r r e n t work fo rce u n t i l t h e end of 
1983 and an o r d e r book s t a n d i n g a t £190m. They r e c e n t l y o b t a i n e d t h e i r 
l a r g e s t s i n g l e c o n t r a c t , wor th £61m, fo r 21 gas t u r b i n e s to be used in 
Russ i a . This has been f o l l o w e d by a f u r t h e r o r d e r of £43m for equipment 
and s p a r e p a r t s . Two American owned o i l r e l a t e d f i r m s a re to expand. 
Gray Tool i s t o c r e a t e 250 new j o b s a t East K i l b r i d e and TK Valve i s t o 
t r e b l e i t s o u t p u t in Dunfe rml ine by 1983 wi th an i n c r e a s e of 300 in i t s 
l abou r f o r c e . However. Condor i s t o c l o s e i t s Cumbernauld p l a n t where a 
workforce of 235 produced s t e e l bu i ld ing s t r u c t u r e s . 

A f i n a l d e c i s i o n on t h e f u t u r e of Hoover UK i n c l u d i n g t h e p l a n t in 
Cambuslang, which has been h i t by the s t eep r i s e in imports of c l e a n e r s , i s 
t o be made by the end of t h e month. The company i s e x p e r i e n c i n g s e v e r e 
l o s s e s and i s cons ider ing four pol icy opt ions which include the c losure or 
r e d u c t i o n of the Cambuslang o p e r a t i o n . As p a r t of the s u r v i v a l plan 
p r o p o s a l s fo r a 10? wage cu t in J a n u a r y , a r e d u c t i o n in manning and l o n g e r 
i n t e r v a l s between wage agreements were suggested but have been re jec ted by 
the w o r k f o r c e . The e l e c t r o n i c s f i rm Motorola has announced a £60m 
expansion in East Ki lb r ide where i t s 1,300, mainly female, employees w i l l be 
i n c r e a s e d by a f u r t h e r 800. Work has s t a r t e d on Nippon E l e c t r i c s s e m i 
conductor p lan t in Livingstone and t h e r e i s cont inuing i n t e r e s t by smal ler 
companies in s e t t i n g up micro technology based p l a n t s in the c e n t r a l b e l t . 
The o u t l o o k f o r one of t h e e a r l i e s t c o m p u t e r f i r m s , B u r r o u g h s in 
Cumbernauld, i s b l e a k . A f u r t h e r 400 workers were made r edundan t du r ing 
the summer. 
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The Robb Caledon yard in Dundee was closed in mid-
SHIPBUILDING September with 130 compulsory redundancies announced. A 
AMD VEHICLES ' s i t - i n ' by the members has since ended, and i t appears 

the yard wi l l not reopen under the ownership of Br i t i sh 
Shipbuilders. 

However prospects have improved at a number of other yards in Scotland. 
Govan has secured the largest single merchant shipping order for more than 
18 months. The £58m order from Canada i s for 3 bulk c a r r i e r s . The Navy 
i s to go ahead with another £130m type 22 f r iga te at Yarrows. Both Robb 
Caledon in Leith and Ferguson Ailsa in Port Glasgow and Troon have 
substantially increased their order books over the summer. A further £2.5m 
investment programme is to be undertaken by UIE at Clydebank. This is to 
allow the company to diversify into other engineering projects for the oil 
industry. 

After falling sales and profits in the truck market, and uncertainty about 
the future of Leyland's Bathgate p lan t , there i s cautious optimisms about 
the new export oriented Landmaster. Orders for the new truck have been 
higher than anticipated. 

The Caterpillar Tractor company has called for a reduction of 800 workers at 
their Uddingstone Assembly plant. If th is request is not met then short-
time working will be introduced. 

TEXTILES, LEATHER, CLOTHING 

The index of output for Scotland in the 
fourth quarter of 1980 was 88, 8? down on 
the production of the previous quar ter . 
In that quarter production increased, for 
the f i r s t time in 18 months, by 3?. The 
index for 1980, at 95, i s 12? lower than 
that for 1979, but is a relatively better 
performance than that of the UK, whose 
production fel l by 16? in the same period. 

A buyer has been found for the Lee Jeans factory in Greenock, saving the 
jobs of 140 workers. The SDA. the National Association of Scottish Woollen 
Manufacturers and the Scot t i sh Woolen Publ ic i ty Council have designed a 
campaign to promote Scot t ish woollen and knitwear products in six key 
markets - West Germany, I ta ly , USA, Canada, Japan and Hong Kong. The sales 
drive i s designed to help stem the loss of jobs in the two i n d u s t r i e s , where 
employment has been declining at an annual rate of 1,000 jobs. 

Doubts surround the fu.ture jobs a t the BMK c a r p e t s f i rm, based in 
Kilmarnock. The rece ivers have been called in and i t i s hoped to find a 
buyer for the company. Response to the July CBI Industrial Trends Survey 
reveals a growing pessimism in the industry. 36? of respondents are l ess 
opt imis t ic about t h e i r general business s i t u a t i o n , compared to 14? in the 
previous period, while the number of respondents who are more op t imis t i c 
about the business s i t ua t ion has remained at 16?. 45? of respondents 
reduced the s ize of t h e i r workforce in the four months to July, and 27? 
expect to do so in the coming months. 
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Production in the fourth quarter of 1980 fell by 25? to 
an index level of 75. For 1980 as a whole production in 

BRICKS, POTTERT, Scotland was down by 15.6?, the second largest fall 
GLASS AND CEMENT experienced in the manufacturing sector. The Scottish 

industry's fall in output over 1980 was greater than that 
experienced by the UK as a whole, where production fell 
by 9.9?. 

Bottlemakers have been badly affected by the recession, and the depressed 
conditions of the industries which it supplies. Competition from abroad, 
especially Italian glassware, remains strong, although exports from the UK 
have improved slightly as a result of the lower value of sterling. 

Output in the fourth quarter of 1980 remained unchanged 
at an index level of 96, after a substantial fall of 6.7? 

PAPER, PRINTING in the previous quarter. The index level for 1980. at 
AND PUBLISHING 101, is 10? lower than that for 1979, while the UK 

industry fared even worse, with a 14? fall in production 
over the year. 

Wiggins Teape are to expand their Fort Willian paper mill at a cost of £2m. 
The investment will increase production of photocopying paper, making it one 
of Europe's largest suppliers. It is not envisaged that additional jobs 
will be created by the investment. 

The Simplicity Patterns printing plant at Blantyre, Lanarkshire, is to be 
closed, resulting in a loss of 187 jobs. The company has been a major 
employer in the town for 30 years, but the continuing fall in UK sales has 
forced the company to close part of its operation. 

Encase (Scotland) Ltd, a subsidiary of a Canadian packaging company is to 
reopen the former Triplex factory in Larkhall, and predicts that up to 200 
jobs may be created. 
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EMPLOYMENT AND UNEMPLOYMENT 

Table 1 records the estimated number of employees in employment in Scotland 
and in England and Wales in each quarter March 1980 to March 1981. 

TABLE 1 EMPLOYEES IN EMPLOYMENT IN SCOTLAND 
AND IN ENGLAND AND WALES ('000) 

SCOTLAND TOTAL MALES FEMALES 

March 1980 
June 1980 
Sept 1980 
Dec 1980 
March 1981 

2.030 
2,036 
2.013 
1.977 
1.926 

1.165 
1,168 
1.154 
1.132 
1.103 

864 
869 
858 
845 
823 

ENGLAND AND WALES 

March 1980 
June 1980 
Sept 1980 
Dec 1980 
March 1981 

20.002 
19,972 
19.713 
19.366 
18,922 

11.699 
11.663 
11.524 
11,267 
11.023 

8.304 
8,309 
8.190 
8,099 
7.899 

Source: Department of Employment 

Total employment in Scotland f e l l by 104,000 (5.1%) between March 1980 and 
March 1981 , compared w i t h a f a l l of 1,080,000 (5 .4?) in England and Wales . 
S c o t t i s h employment as a p ropor t ion of t o t a l B r i t i s h employment thus rose 
s l i g h t l y , from 9.2156 in March 1980 t o 9.24% in March 1981 . The f a l l in 
Sco t t i sh employment was however r e l a t i v e l y g r e a t e r than t h a t in England and 
Wales in t h e f i r s t q u a r t e r of 1981 - 2.6? compared w i t h 2.3%. In both 
reg ions , the f a l l in employment in the year to March 1981 has been somewhat 
g r e a t e r fo r ma le s t han f e m a l e s . Th i s i s a r e f l e c t i o n of t he s e c t o r a l 
impact of job l o s s e s , shown in Table 2. 
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TABLE 2 EMPLOYMENT BY SECTOR IN SCOTLAND AND IN 
ENGLAND AND WALES, MARCH 1 9 8 1 

CHANGE IN EMPLOYMENT 
NO EMPLOYED % OF TOTAL DEC 1 9 8 0 - MARCH 1 9 8 0 -

SCOTLAND C 0 0 0 ) EMPLOYMENT MARCH 1 9 8 1 MARCH 1 9 8 1 

A g r i c u l t u r e , f o r e s t r y 
and f i s h i n g 45 2 . 3 
M a n u f a c t u r i n g 498 2 5 . 9 
C o n s t r u c t i o n . Mining 
& U t i l i t i e s 213 1 1 . 1 
S e r v i c e s 1.170 6 0 . 7 

TOTAL 1.926 100 .0 

ENGLAND AND WALES 

A g r i c u l t u r e , f o r e s t r y 
and f i s h i n g 305 1.6 
M a n u f a c t u r i n g 5 .553 2 9 . 3 
C o n s t r u c t i o n , Mining 
& U t i l i t i e s 1.592 8 .4 
S e r v i c e s 1 1 , 4 7 3 6 0 . 6 

TOTAL 18 ,922 100 .0 

S o u r c e : D e p a r t m e n t of Employment 

These f i g u r e s i l l u s t r a t e t h e d r a m a t i c d e c l i n e in m a n u f a c t u r i n g employment 
and t h e c o n t i n u i n g s i g n i f i c a n t s h i f t i n t h e s t r u c t u r e of e m p l o y m e n t i n 
f a v o u r of s e r v i c e - t y p e i n d u s t r i e s , a l t h o u g h t h e y t o o h a v e b e e n s h e d d i n g 
l a b o u r . A l s o w o r t h y of n o t e i s t h e i m p a c t of j o b l o s s e s i n t h e f i r s t 
q u a r t e r of t h i s y e a r - in S c o t l a n d , j o b l o s s e s i n t h e f i r s t q u a r t e r of 1981 
c o n t r i b u t e d a l m o s t h a l f t h e t o t a l j o b l o s s e s in t h e f o u r q u a r t e r s t o March 
1 9 8 1 . W h i l e t h i s i s p a r t i a l l y a s e a s o n a l e f f e c t , i t a l s o r e f l e c t s t h e 
w o r s e n i n g i m p a c t of t h e c u r r e n t r e c e s s i o n i n t h e e a r l y p a r t of t h i s y e a r . 

P r o p o n e n t s of t h e v i e w t h a t t h e w o r s t of t h e r e c e s s i o n may be p a s t may 
h o w e v e r d e r i v e s o m e s l i g h t e n c o u r a g e m e n t f r o m t h e m o r e u p - t o - d a t e 
u n e m p l o y m e n t s t a t i s t i c s shown i n T a b l e 3 . W h i l e t h e t o t a l and t h e 
s e a s o n a l l y - a d j u s t e d n u m b e r of p e r s o n s r e c o r d e d a s u n e m p l o y e d r e a c h e d new 
h e i g h t s i n S e p t e m b e r , t h e r a t e of i n c r e a s e i n e m p l o y m e n t i s s l o w i n g down. 
S e a s o n a l l y - a d j u s t e d unemployment i n c r e a s e d by 2 p e r c e n t a g e p o i n t s be tween 
S e p t e m b e r 1980 and March 1 9 8 1 . and by 1.5 p e r c e n t a g e p o i n t s b e t w e e n March 
a n d S e p t e m b e r 1 9 8 1 . N e v e r t h e l e s s t h e r e i s e v e r y i n d i c a t i o n t h a t 
unemployment w i l l c o n t i n u e t o r i s e in t h e i m m e d i a t e f u t u r e . 

S c o t t i s h unemployment r e m a i n s a t a round 11.6? of t o t a l unemployment i n G r e a t 
B r i t a i n . At 13.2$ t h e unemployment r a t e i n S c o t l a n d r a n k s f i f t h h i g h e s t i n 
t e n s t a n d a r d p l a n n i n g r e g i o n s of B r i t a i n , t h o u g h i n t e r m s of t h e r a t i o of 
u n e m p l o y m e n t t o v a c a n c i e s o n l y t h e S o u t h E a s t . E a s t A n g l i a and t h e S o u t h 
W e s t a r e m o r e f a v o u r a b l y p l a c e d ( T a b l e 4 ) . The u n e m p l o y m e n t / v a c a n c i e s 
r a t i o h a s a l s o d e c l i n e d i n m o s t r e g i o n s and i n B r i t a i n a s a w h o l e i n t h e 
q u a r t e r t o S e p t e m b e r , a n o t h e r s m a l l i n d i c a t i o n t h a t t h e l e v e l of o u t p u t may 
have l e v e l l e d ou t a round t h e m i d d l e of t h e y e a r . 
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TABLE 3 UNEMPLOYMENT IN SCOTLAND 

SEASONALLY- SEASONALLY- SCOT. UNEMPLOYMENT 
TOTAL ADJUSTED ADJUSTED AS A t OF BRITISH 

UNEMPLOYED1 UNEMPLOYED^ UNEMPLOYMENT^ UNEMPLOYMENT 
RATE (*) 

(OOO's) (OOO's) 

12.8 

12.7 

12.3 

12.1 

11.8 

11.7 

11.6 

11.5 

11.5 

11.6 

11.6 

11.7 

11.6 

September 

October 

November 

December 

January 

February 

March 

April 

May 

June 

July 

August 

September 

1980 

1981 

240.9 

246.1 

254.6 

261.8 

286.6 

287.9 

287.2 

287.7 

286.1 

305.8 

318.2 

325.0 

324.4 

220.2 

229.4 

239.2 

247.1 

252.5 

258.1 

264.7 

270.8 

277.6 

284.1 

289.2 

294.6 

299.1 

9.7 

10.2 

10.6 

10.9 

11.2 

11.4 

11.7 

12.0 

12.3 

12.6 

12.8 

13.0 

13.2 

1) Inc lud ing s c h o o l - l e a v e r s 
2) Excluding s c h o o l - l e a v e r s and seasona l ly adjusted 

Source: Department of Employment 

Table 5 shows da t a of unemployment and v a c a n c i e s c l a s s i f i e d by broad 
o c c u p a t i o n a l c a t e g o r y . Though t h e f i g u r e s for g e n e r a l manual l a b o u r e r s 
s t and out as t h e w o r s t a f f e c t e d g r o u p , a s i g n i f i c a n t i n d i c a t i o n of t he 
s e v e r e n a t u r e of t h e r e c e s s i o n i s g iven by the s h a r p r e l a t i v e i n c r e a s e in 
unemployment amongst manager ia l and p ro fe s s iona l workers , and manual c r a f t 
( s k i l l e d ) workers in the year to June 1981. These groups are t r a d i t i o n a l l y 
the best p ro tec t ed a g a i n s t unemployment, and t h e i r g r ea t e r v u l n e r a b i l i t y to 
l a y - o f f i s an i n d i c a t i o n of t he s e v e r i t y of t he r e c e s s i o n , i f any f u r t h e r 
i n d i c a t i o n s were needed. 
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TABLE 4 REGIONAL UNEMPLOYMENT AND VACANCIES IN THE UK, 1981 

UNEMPLOYMENT RATE1 UNEMPLOYMENT/VACANCIES RATIO 

REGION 

South East 
East Anglia 
South West 
West Midlands 
East Midlands 
Yorks & Humber 
North West 
North 
Wales 
Scotland 
Great Britain 

JUNE 

7.4 
8.4 
9.2 
12.6 
9.5 
11.0 
12.7 
13.8 
13.4 
12.6 
10.4 

SEPT 

8.1 
8.9 
9.7 
13.4 
10.0 
11.7 
13.6 
14.5 
14.1 
13.2 
10.9 

JUNE 

18.2 
21.5 
31.0 
55.1 
26.0 
49.5 
46.0 
49.1 
31.0 
25.6 
29.9 

SEPT 

16.2 
20.0 
20.3 
49.3 
27.9 
42.4 
50.2 
46.8 
30.1 
25.3 
26.8 

1) Seasonally adjusted, excluding school leavers 
Seasonally adjusted, excluding vacancies notified to careers offices 

Source: Department of Employment 

TABLE 5 UNEMPLOYMENT BY OCCUPATION IN SCOTLAND 

UNEMPLOYMENT1 UNEMPLOYMENT/VACANCIES RATIO 

OCCUPATIONAL GROUP 

Managerial & Professional 
Clerical & Related 
Other Non-manual 
Craft Occupations 
General Labourers 
Other Manual 

TOTAL 

JUNE 
1980 

9,581 
24.739 
13.756 
24.080 
73,457 
43.132 

188,745 

JUNE 
1981 

17,079 
31.743 
18,941 
42.535 
97,034 
66.943 

274,275 

JUNE 
1980 

4.9 
9.2 
7.9 
5.6 
71.0 
6.3 

10.1 

JUNE 
1981 

8.2 
16.2 
11.9 
19.8 
126.3 
14.6 

20.9 

1) Unemployed registered and vacancies notified at employment offices 

Source: Department of Employment 
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REGIONAL REVIEW 

UNEMPLOYMENT AND VACANCIES 

With the e x c e p t i o n of S h e t l a n d unemployment r o s e in a l l t he r e g i o n s of 
S c o t l a n d s i n c e June of t h i s y e a r . The Western I s l e s and S t r a t h c l y d e 
cont inue to be the ha rdes t h i t with r e s p e c t i v e unemployment r a t e s of 20.7% 
and 17.1%. Cent ra l Region which a year ago was only s i x t h in the league of 
r e g i o n a l unemployment b l a c k s p o t s has now r i s e n t o t h i r d p o s i t i o n wi th an 
unemployment r a t e of 14.0%. With unemployment c o n t i n u i n g t o r i s e in 
Grampian to the September f igu re of 14.856 even a reas with s u b s t a n t i a l o i l -
r e l a t e d a c t i v i t y a r e u n a b l e t o e s c a p e from t h e i n e x o r a b l e r i s e in 
unemployment. 

Table 2 shows t h a t over the past year Borders , Shetland and Centra l regions 
have experienced the l a r g e s t percentage i nc r ea se s in unemployment. However 
S t r a t h c l y d e w i t h a y e a r l y a d d i t i o n of 44,320 t o i t s t o t a l j o b l e s s f i g u r e 
accoun ted fo r 53% of t h e t o t a l i n c r e a s e in S c o t t i s h unemployment . Indeed 
t h i s impl i e s t h a t over the past 12 months S t r a thc lyde has on average l o s t an 
a l a r m i n g 121 j o b s a day. Moreover w h i l e S t r a t h c l y d e a c c o u n t s fo r 47% of 
t h e S c o t t i s h w o r k i n g p o p u l a t i o n i t c l a i m s 58% of t o t a l S c o t t i s h 
unemployment . Conf ron ted w i t h t h i s p e r i l o u s s i t u a t i o n t h e Government ' s 
only response has been the s e t t i n g up of the much heralded e n t e r p r i s e zone 
in Clydebank, a p r o j e c t which l o o k s i n c r e a s i n g l y c o s m e t i c compared t o t he 
magnitude of the problem t h a t faces S t r a t h c l y d e . 

S t ra thc lydeRegiona l Council e s t i m a t e t h a t in Glasgow's main housing e s t a t e s 
of Eas te rhouse . Drumchapel and Cas t l emi lk unemployment now stands a t 30% or 
more. Within S t r a t h c l y d e the Regional Council has designated 100 areas of 
" s e v e r e d e p r i v a t i o n " of which 40 r e q u i r e p r i o r i t y t r e a t m e n t in t e r m s of 
s o c i a l w e l f a r e , e d u c a t i o n and p o l i c i n g , such a r e t h e e f f e c t s of h igh 
unemployment . With r e d u n d a n c i e s s t i l l be ing announced d a i l y and t h e 
Government's r e f u s a l to enact a s t imulus to the na t i ona l economy any l o c a l 
i n i t i a t i v e seems doomed t o f a i l u r e . The f u t u r e of S c o t l a n d ' s i n d u s t r i a l 
hea r t l and now looks i n c r e a s i n g l y bleak. 

The vacancy f i g u r e s shown in Tab le 1 hold l i t t l e hope. The number of 
u n f i l l e d v a c a n c i e s c o n t i n u e s t o f a l l w i t h S e p t e m b e r ' s t o t a l s t a n d i n g a t 
13.302 compared t o the June f i gu re of 13,484. Those reg ions which continue 
to have a f a l l i n g number of v a c a n c i e s a r e B o r d e r s . Dumfr ies and Ga l loway , 
F i f e , Highland and S t r a t h c l y d e . 
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TABLE 1 UNEMPLOYMENT, UNEMPLOYMENT RATE AND VACANCIES 
NOTIFIED BY SCOTTISH REGIONS, SEPTEMBER 1981 

TOTAL UNEMPLOYMENT UNEMPLOYMENT RATE % VACANCIES 

Borders 
Central 
Dumfries and 
Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 
Western Isles 
Orkney 
Shetland 

SCOTLAND 

3,071 
16.511 

7.451 
17,863 
14,856 
8,969 
40.377 
188,848 
23,690 
1,718 
597 
414 

324.365 

( 3.057) 
( 15,489) 

( 7.072) 
( 17,556) 
( 14.198) 
( 8,295) 
( 36.328) 
(177,835) 
( 23.285) 
( 1,663) 
( 555) 
( 468) 

(305,801) 

7.8 
14.0 

13.3 
13.1 
8.0 
11.3 
11.8 
17.1 
13.7 
20.7 
9.7 
4.7 

14.4 

( 7.8) 
(13.D 

(12.7) 
(12.8) 
( 7.6) 
(10.5) 
(10.6) 
(16.1) 
(13.4) 
(20.1) 
( 9.0) 
( 5.3) 

(13.5) 

202 
498 

310 
585 

2.117 
731 

2,257 
5,421 
630 
113 
31 
120 

13.302 

( 252) 
( 439) 

( 318) 
( 795) 
( 2.005) 
( 1,046) 
( 2.131) 
( 5.646) 
( 623) 
( 103) 
( 28) 
( 107) 

(13,484) 

Figures for June 1981 are in brackets. Unemployment 
totals and rates include school leavers and are not 
seasonally adjusted. Vacancies include those notified 
at Careers Offices and the Employment Services Division. 
Since double-counting occurs vacancy figures have to be 
viewed as slight overestimates in most regions. 

Source: Department of Employment 

TABLE 2 PERCENTAGE AND ACTUAL GROWTH IN REGIONAL UNEMPLOYMENT, 
SEPTEMBER 1980 - SEPTEMBER 1981 

Borders 
Central 
Dumfries & Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 
Western Isles 
Orkney 
Shetland 

SCOTLAND 

% RISE IN 
UNEMPLOYMENT 

65.0 
57.5 
37.0 
36.5 
43.1 
30.8 
42.9 
30.7 
34.0 
48.5 
29.2 
61.7 

34.6 

ACTUAL RISE IN 
UNEMPLOYMENT 

1.210 
6,027 
2.011 
4.773 
4,474 
2,116 
12.124 
44,320 
6.018 
561 
135 
518 

83.427 

Source: Department of Employment 
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REGIONAL DEVELOPMENT GRANTS 

In the second quarter (Q2) of 1981 the level of Regional Development Grants 
received by Scottish companies was £15.lm compared with £25.6m in the first 
quarter. These figures, expressed in current prices, reflect a continuing 
concern by industry regarding the medium and long term prospects for the 
economy, and a reluctance to expand investment programmes. It must be 
emphasised that there is a lag between the actual expenditure made by firms 
as part of their investment strategy and the payment of the subsidy which is 
the Regional Development Grant. Thus most of the payments recorded in Q2 
are for expenditures made during 1980. Further, as this section discusses 
regional development grant payments in excess of £25,000, the many claims 
for smaller amounts do not get recorded in these statistics. Thus regions 
with large numbers of smaller firms may be under represented in the tables 
which follow. 

The Regional breakdown of grants is shown in Table 3. 

TABLE 3 REGIONAL DEVELOPMENT GRANTS (>£25,000) 
PAID IN THE TEAR TO JUNE 1981 

Q2 1980-Q2 1981 
(£000) 

39,479 

8,323 

6,242 

4,382 

3,478 

3.118 

8,700 

797 

1,952 

76,471 

Strathclyde 

Lothian 

Grampian 

Fife 

Highland & Western Isles 

Tayside 

Central 

Borders 

Dumfries & Galloway 

Q2 1981 
(£000) 

7,621 

2,017 

1,292 

1,249 

911 

781 

679 

282 

254 

15.086 

Source: British Business 
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TABLE 4 REGIONAL DEVELOPMENT GRANTS PER CAPITA (£) 

Q2 1981 Q1 1980-Q2 1981 

Strathclyde 6.54 

Lothian 5.63 

Highland & Western Isles 4.78 

Tayside 4.04 

Fife 3.67 

Border 2.82 

Grampian 2.75 

Central 2.50 

Dumfries & Galloway 1.78 

33.90 

23.24 

18.25 

16.13 

12.88 

7.97 

13.30 

32.08 

13.79 

Source: Table 1 and Scottish Abstract of Statistics 1981 

Strathclyde and Lothian have obtained the largest total payments as well as 
the largest per capita payments in the second quarter of 1981. The figures 
for all the regions are shown in Table 4. 

Despite being the third highest recipient of grant payments in the second 
quarter of 1981 Grampian Region is ranked seventh on a per capita basis. 
BP Chemicals at Grangemouth tends to dominate the grant payments to the 
Central Region which suffered the largest decline in grant payments among 
the second quarter. Whilst only eighth ranked on a per capita basis in the 
second quarter, over the year Central Region is ranked second with £32.08 
per head of population. 

In terms of 1975 prices the overall payments of Regional Development Grants 
has fallen from £12.8m in the first quarter of 1981 to £7.3m in the second 
quarter. At this level firms in Scotland are showing a marked reluctance 
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to genera te l e v e l s of r eg iona l development g r an t s compat ible with those of 
the mid 1970's. The l e v e l of g r a n t s had in fac t f a l l e n to i t s lowest poin t 
in the second q u a r t e r of 1980. Since then t he r e had been a suggest ion of a 
g r a d u a l i n c r e a s e in i n v e s t m e n t e x p e n d i t u r e s as r e f l e c t e d by t h e s l i g h t 
recovery in g r a n t paymen t s . 

REGICNAL DEVELOPMENT GRANT: 

24591 

202C? —1 

15813 

11424 -4 

7035 —I 

264P 

TOTAL GPANTS 

CONSTANT "RU.tSOWS) 

1975 1976 1977 1978 1979 1980 1981 

S o u r c e : B r i t i s h B u s i n e s s 

Out of £ 3 9 . l m of g r a n t s a l l o c a t e d t o t h e UK S c o t l a n d , r e c e i v e d £14.6m f rom 
t h e E u r o p e a n R e g i o n a l D e v e l o p m e n t Fund a s p a r t r e p a y m e n t f o r i t s l a r g e 
c o n t r i b u t i o n t o t h e EEC. The l a r g e s t g r a n t went t o Nippon E l e c t r i c Company 
who a r e s e t t o l o c a t e i n L i v i n g s t o n . In T a y s i d e r e g i o n two c o m p a n i e s 
r e c e i v e a p p r o x i m a t e l y film f o r t h e p r o d u c t i o n of m e a s u r i n g e q u i p m e n t and 
g r e e t i n g c a r d s . Grampian r e g i o n a l s o r e c e i v e d g r a n t s f o r t h e r e d e v e l o p m e n t 
of t h e f i s h e r i e s h a r b o u r and t h e r e c l a m a t i o n of l a n d f o r f i s h p r o c e s s i n g 
f a c t o r i e s i n P e t e r h e a d , w h i l e F r a s e r b u r g h now h a s p r o v i s i o n f o r a new 
s l i p w a y . As u s u a l a l a r g e p a r t of t h e S c o t t i s h a l l o c a t i o n went t o w a r d s t h e 
p r o v i s i o n of i n f r a s t r u c t u r e by l o c a l a u t h o r i t i e s . The m a j o r r e c i p i e n t s 
w e r e t h e W e s t e r n I s l e s w i t h t h e g r a n t s f i n a n c i n g t h e a u g m e n t a t i o n of t h e 
w a t e r s u p p l y t o S t o r n o w a y a l o n g w i t h o t h e r p r o j e c t s i n B a r r a , t h e U i s t s and 
L e w i s . 
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OUTLOOK AND APPRAISAL 

Throughout t h i s year economists , i n d u s t r i a l i s t s and p o l i t i c i a n s have been 
analys ing and d i scuss ing the economy and making c o u n t e r v a i l i n g c la ims as to 
whether or no t t h e r e c e s s i o n i s o v e r . While many i n d u s t r i a l i s t s a r e 
c l e a r l y aware of the f a c t o r s i n f l u e n c i n g t h e i r own b u s i n e s s they a r e 
uncer ta in of the economy wide p r o s p e c t s . Meanwhile p o l i t i c i a n s couch t h e i r 
e c o n o m i c a n a l y s i s in l a n g u a g e w h i c h m a x i m i s e s t h e i r own p o l i t i c a l 
o b j e c t i v e s . S i m i l a r l y many e c o n o m i s t s a t t e m p t to defend the s c h o o l s of 
t h o u g h t upon which t h e i r r e p u t a t i o n s a r e s t a k e d . The c o n f l i c t i n g 
viewpoints expressed have r e s u l t e d in widespread confusion about the fu ture 
p r o s p e c t s of both t he S c o t t i s h and B r i t i s h economies . However, much of 
t h i s confusion a r i s e s out of a f a i l u r e to d i f f e r e n t i a t e between the e f f ec t 
t h e c u r r e n t r e c e s s i o n has had on t h e l e v e l of o u t p u t and on t h e l e v e l of 
unemployment. I t i s widely recognised t h a t a s t rong r e l a t i o n s h i p e x i s t s 
between t h e s e v a r i a b l e s and t h a t changes in t h e l e v e l of unemployment l a g 
behind changes in the l eve l of ou tpu t . I t i s worthwhile examining each of 
these f a c t o r s and a s se s s ing t h e i r l i k e l y fu ture movements. 

There appears to be s u f f i c i e n t evidence t h a t the trough of the output cycle 
has been reached a l t h o u g h s e r i o u s d o u b t s remain about t he p r o s p e c t s of 
s u b s t a n t i a l upward movement from t h i s p o i n t . In t h e Uni ted Kingdom the 
index of i n d u s t r i a l production has r e c e n t l y been above the low point of 98.2 
(1975=100) r e c o r d e d in March. The most r e c e n t f i g u r e i s 99.4 in August 
1981, a f igure which remains s i g n i f i c a n t l y lower than the 115.2 recorded in 
t he second q u a r t e r of 1979 when t h e p r e s e n t government took o f f i c e . 
However, wi th in these f i gu re s the exper ience of d i f f e r e n t i n d u s t r i a l s ec to r s 
v a r i e s c o n s i d e r a b l y . For example , Chemica l s and Metal Manufac ture have 
p icked up, w h i l e Food, Drink and Tobacco; T e x t i l e s , Lea the r and C l o t h i n g 
show a continued d e c l i n e . 

Wi th in S c o t l a n d i t i s h a r d e r t o a s s e s s c u r r e n t l e v e l s of ou tpu t as t h e 
l a t e s t f igu res on i n d u s t r i a l product ion r e f e r t o the l a s t quar te r of 1980. 
The i ndex .o f i n d u s t r i a l p r o d u c t i o n t hen e q u a l l e d 90.0 and t h e p e r c e n t a g e 
f a l l in S c o t t i s h product ion over 1980 was 5.2% compared with 6.7$ in the UK. 
I t has been c l a imed by the government t h a t t he S c o t t i s h economy has 
wea the red t h e r e c e s s i o n b e t t e r than t h e r e s t of t h e UK and t h a t S c o t t i s h 
i n d u s t r y i s po i sed t o b e n e f i t from t h e economic d i s c i p l i n e imposed by the 
r ecess ion . Cer ta in ly i t i s pos s ib l e to poin t a t a number of notable recen t 
s u c c e s s e s such as t h e Weir G r o u p , M o t o r o l a , John Brown and Govan 
S h i p b u i l d e r s . However, t h e s e have been ba lanced by a number of major 
c l o s u r e s and c o n t r a c t i o n s . While some i n d i v i d u a l f i r m s seem to have a 
b r i g h t e r out look, the general economic c l ima te does not appear conducive to 
a sus t a ined , economy-wide improvement in i n d u s t r i a l output . I n t e r e s t r a t e s 
a r e h igh , i n f l a t i o n i s l i k e l y to i n c r e a s e , r e a l consumer spend ing to 
d e c r e a s e , p u b l i c c o n t r a c t s s c a r c e , and our t r a d i n g p a r t n e r s a r e a l s o in 
r e c e s s i o n . C o n s e q u e n t l y , even t h e most e f f i c i e n t p r o d u c e r s w i l l f ind i t 
d i f f i c u l t t o s e l l t h e i r p r o d u c t s d o m e s t i c a l l y or i n t e r n a t i o n a l l y i f t he 
l eve l of demand remains low. 

With regard to unemployment, the recess ionary inf luence has yet to run i t s 
c o u r s e . As ment ioned above, t he l e v e l of unemployment l a g s behind the 
l e v e l of i n d u s t r i a l p r o d u c t i o n , a l t h o u g h the l e n g t h of t h i s l ag i s open t o 
cons iderable debate . Indeed, i t i s l i k e l y t ha t the c h a r a c t e r i s t i c s of the 
l a g changes depending upon the dep th of the r e c e s s i o n and employers 
percept ion of the l i ke l i hood of recovery. In gene ra l , as output dec l ines 
employers hoard l abour , p a r t i c u l a r l y s k i l l e d workers , due to two p r i n c i p a l 
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f a c t o r s . In the f i r s t p l a c e , redundancy payments and employment p r o t e c t i o n 
l e g i s l a t i o n make f i r i n g e x p e n s i v e and s econd ly i t may prove d i f f i c u l t t o 
a t t r a c t back w o r k e r s i f an u p t u r n o c c u r s . The l e n g t h and s e v e r i t y of t h e 
c u r r e n t r e c e s s i o n have overcome t h e s e f a c t o r s . F u r t h e r , in t he c u r r e n t 
r ecess ion much of the f a l l in employment was caused by the severe rundown in 
s t o c k s . I t i s u n l i k e l y t h a t s t o c k s w i l l i n c r e a s e to t h e p r e v i o u s l e v e l , 
not l e a s t because of h igh i n t e r e s t r a t e s . C o n s e q u e n t l y , employment in 
S c o t t i s h p r o d u c t i o n i n d u s t r i e s has f a l l e n by more than 116,000 s i n c e June 
1979. This , of course , t i e s in with government pol icy to reduce i n d u s t r i a l 
overmanning and i n c r e a s e the l eve l of labour p r o d u c t i v i t y . 

What then of fu tu re l e v e l s of employment i f i n d u s t r i a l output has bottomed 
out and perhaps i n c r e a s e s marg ina l ly? Unemployment w i l l undoubtedly keep 
r i s i n g for a p e r i o d as not a l l f i r m s w i l l be a t t h e bot tom of t h e o u t p u t 
cycle and consequent ly w i l l s t i l l be shedding l abour , whi le those moving out 
of the trough w i l l i n i t i a l l y avoid t ak ing on more labour . This i s because 
of t h e e x i s t e n c e of e x c e s s c a p a c i t y in t e r m s of bo th c a p i t a l and l a b o u r 
u t i l i s a t i o n . I n i t i a l l y s h o r t - t i m e working w i l l be reduced and the amount 
of over t ime worked w i l l i n c r e a s e . Firms have a d i s i n c e n t i v e to take on new 
workers due to t h e n a t i o n a l i n s u r a n c e s u r c h a r g e and t r a i n i n g c o s t s . 
Fur ther , if employers ' pe r cep t ions of the economy remain gloomy, they may be 
r e l u c t a n t to t a k e on more l a b o u r . However, t h e r e a l s o a p p e a r s t o be an 
e l emen t of c a p i t a l / l a b o u r s u b s t i t u t i o n . While t h e o v e r a l l l e v e l of 
i n v e s t m e n t has been e x t r e m e l y l ow , t h a t which has been t aken p l a c e has 
i n c r e a s e d the c a p i t a l i n t e n s i t y of many p r o d u c t i v e p r o c e s s e s w i t h a 
de t r imen ta l e f f e c t on d i r e c t employment. 

I n c r e a s e d e f f i c i e n c y i s , of c o u r s e , a c e n t r a l theme in t he g o v e r n m e n t ' s 
economic s t r a t e g y and, as such , i t i s deemed u n d e s i r a b l e for i n d u s t r y to 
take on labour to the same ex t en t t h a t i t has been shed. If indus t ry i s to 
be more e f f i c i e n t i t must produce t he same l e v e l of o u t p u t as b e f o r e w i t h 
l e s s labour . To s i g n i f i c a n t l y reduce unemployment, while main ta in ing high 
p roduc t iv i ty l e v e l s , w i l l t h e r e f o r e r e q u i r e an inc rease in output above the 
l eve l recorded before the c u r r e n t r e c e s s i o n . Yet nobody, not even the most 
o p t i m i s t i c member of t h e gove rnmen t , i s s u g g e s t i n g t h a t i n d u s t r i a l 
product ion in the B r i t i s h and S c o t t i s h economies can grow by approximately 
15% over the next few years ( the annual percentage growth required would be 
somewhat lower ) , in order to get back to the previous peak. The government 
t h e r e f o r e a rgue t h a t a r e d u c t i o n in r e a l wages i s n e c e s s a r y to s t i m u l a t e 
h ighe r employment and b e l i e v e t h a t t h i s f a l l can be b rough t about t h rough 
high unemployment. However, i t i s not the unemployed who determine wages 
but t h o s e in employment . While h igh l e v e l s of unemployment e x e r t some 
downward p r e s su re on wage i n c r e a s e s , i t remains the case t h a t any expansion 
of output w i l l be accompanied by those in employment n e g o t i a t i n g higher r e a l 
wages. 

The c o n c l u s i o n of t h i s a n a l y s i s i s t h e r e f o r e e x t r e m e l y p e s s i m i s t i c . 
R e g a r d l e s s of t h e s u c c e s s or f a i l u r e of c u r r e n t p o l i c y on t h e l e v e l of 
i n d u s t r i a l ou tpu t , unemployment w i l l remain high for a cons iderab le period 
(our d e t a i l e d f o r e c a s t s a re o u t l i n e d be low) . Yet even i f t he government 
f o l l o w s t h e a d v i c e of a broad spec t rum of economic and p o l i t i c a l o p i n i o n , 
i n c l u d i n g t h i s I n s t i t u t e , and r e f l a t e s t he economy, i t i s u n l i k e l y t h a t 
unemployment w i l l f a l l in the next year . High unemployment i s t h e r e f o r e 
going to be with us for a cons ide rab le period of t ime whichever p o l i c i e s are 
pursued and r e g a r d l e s s of t h e i r success . 
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QUARTERLY ECONOMIC FORECASTS 

The recent rise in interest rates will have the effect of delaying any 
recovery and have set back hopes for a levelling off of unemployment. 
Manufacturing output will stabilise in the final quarter of 1981 at around 
90J of its 1975 level. Unemployment, presently at 324,000 will continue to 
rise, albeit at a slower rate, reaching around 347.000 by the third quarter 
of 1982. 

Manufacturing Output UK 
(1975 = 100) 

Manufacturing Output Scotland 
(1975 = 100) 

Unemployment 
(000's) 

Scotland 

2 

89 

88 

305 

1981 

3 

90 

90 

325 

4 

91 

90 

330 

91 

91 

1982 

92 

91 

340 344 

92 

92 

347 

Beyond this, much will depend on policies adopted over the next six months. 
However as outlined above, even if this represents a peak no substantial 
fall can be expected. 
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