The Scottish Economy

Industrial

BISINESS SUBVEYS

Between them, the Seottish Business Survey
{3B3} and the CBI's Industrial Trends
Survey provide a reasonably reliable guide
to recent and current trends in the
Scottish economy. Both Surveys are
carried out on a guarterly basis with the
results being derived from the responses
of Chambers of Commerce and CBI members
respectively, In addition toeliciting
information from different scurces the
Supveys also differ to a degree in the
guestions which each asks and the analysis
of the replies. For example, the CBI
provides information on trends by size of
firm while the 3BS presents a geographical
breakdown, However, the key difference
is in the industrial coverage of the
Surveys. Whereas the SBS covers firms in
construction, wholesaling, retailing,
financial institutions and manufacturing,
;:ge CBI Survey covers only the last of
ese,

Performance
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The most recent 3Jurveys were published
towards the end of July and were corducted
in the aftermath of the General Election
and prior to the rise of 1% point in
interest rates, The general conclusions
of the two survevys are in consonance
although there are differences of detail.
Each re-affirms the trend of increased
optimism which was evident in the previous
surveys of 1987, with levels of demand
recovering from the oil-industry~induced
reverses of 1986,

Turning specifically to the SBS, rising
sales and orders provided the background
£0 the most optimistic short-term outlock
for the 3cottish economy since the
Survey's inception., A balance of firms
in 21l sectors reports increased
confidence about the general business
climate and the employment growth recorded
among manufacturing, and refailing firms
during the second quarter of the year is
expected Lo continue over the 3 months to
September.

In manufacturing a2 net 8% of firms were
more optimistic than 3 months before-hand,
with new orders and sales rising on
balance by 28% and 383, respecfively.
Sales and orders growth were strongest in
the export and rest of the UK markets with
the growth in domestic demand being
markedly more modest, This would appear
to indicate that producers have not (yet}
been adversely affected by the
appreciation of sterling over ifts late
1986 levels, and, secondly, that the
recovery in 3cotland's fortunes is
currently being generated externally,
The outlook for jobs is modestly
encouraging with a net 7% of firms
reporting an increase in employment
although this is the outcome of declining
male employment and increases in jobs for
women, The prospects for the third
quarter are, if anything, more opfimistic,
although it would be wise to remember that
the projections of pecple in business have
ofien been seen Lo be over«optimistic or
pessimistic with the benefit of the next
quarterts results., Both sales and new



orders are exbected to grow among a
pbalance of firms with the domestic demand
component performing more strongly,
although still less well than external
demand. Belief that the recovery may bhe
sustained, stems from the fact that firms
have revised their investment intentions
upwards oversil, by 28% for plant and
equipment and 18% for bulldings. These
figures would suggest that firms are
sufficiently optimistic about the
continued growth in demand %o have
undertaken investments which will, in some
way, extend their available capacity.

With the exception of paper, printing and
publishing, a balance of firms in each
manufacturing sector reports an lncrease
in optimism, varying from a net 3% in
textiles, leather, clothing and footwear
to a somewhat swrprising net 28% in metal
manufacture and metal goods,  Apart from
other engineering, all sectors expect both
new orders and sales to rise in the 3
months to September with textiles eitc and
mechanjical engineering being most bullish
in this respect., The optimism detected
among firms in metal manufacture,
mechanical ergineering and chemicals runs
counter to the recent experience of these
industries and it may be their past
weakness which has led fo them continuing
to shed employees during the second
quarter. The prospects for employment
growth are greatest in electronica and
electrical engineering and in textiles
ete, two sectors which have been
continually eptimistic in recent surveys.

The renewed corfidence of the construction
industry detected in the Aprii Survey has
been repeated, with a balance of 13% of
firms reporting an increase in optimism,
As with manufacturing, the source of this
optimism appears to be rising levels of
demand with 2 net 32% of firms reporting a
growth in private sector orders and a net
7% growth in other public sector orders.
However, there has been no overall change
in central government orders. This
pattern is set Lo change during the third
guarter with a revival in central
government, orders and oniy marginal growth
in demand from the private sector.
Respondents report a rise in employment
among a balance of 9% of firms with
significant rises and fulls in manual and
non-manual employment, respectively. It
is expected that tetal employment wiil
remain static over the 3 months to
September,

is

In contrast to the recent pessimism in the
sector, a balance of 25% of wholesalers
reported increased optimism, in the July
Survey, This is clearly the result of
the substantial actual and anticipated
growth in the volume of sales,  However,
a2 net 7% of firms saw employment fall in
the second quarter with a balance of 13%
expecting a further decline over the next
3 months, Retailers remain buoyant with
a net 28% of respondents being more
optimistic about the business climate.
Again the source of this confidence is the
dramatic growth in sales: overall, 311 of
firms saw sales volumes increase in the 3
months to the end of June with & net 493
anticipating further sales growth.

Much of the growth in retail sales stems
from the rapid growth of perscnal credit
and the results from the financial
institutions confirm that advances to the
personal sector continue to grow apsce, a
balance of 87% of respondents reporting an
increase. The level of corporate
advances has also maintained its upward
trend with the demand for working capital
being particularly strong,

In gecgraphical terms the July Survey
clearly indicates that the Aberdeen area
hag not fully recovered from the shock of
1986, it may be that the adjustment
processes which follow the decline in oil-
related activity will continue to
percolate through the local economy for
some months to come, In contrast, the
typically depressed West of Scotland
appears to be enjoying relative health at
present.

Primary

AGRICULTURE

On 30 June the European Council of Farm
Minmisters finally reached agreement on the
price support measures for the year
1987/88,

For beef, the green pound is devalued by
7% whilst support prices will increase by
6.3%. For sheep, there are no changes,



pending a review by the EEC of the whole
sheepmeat regime, The KRFUS is
apprehensive of a possible limitation of
numbers eligible for the annual ewe
bremium, and of the imposition of ceilings
on hil} land compensatory amounts.,

Support prices for milk are to be improved
by #.6%, and member states are suthorised
to introduce quota leasing arrangements.
In the UX, the government has recently
proposed measures which would reduce
rather than increase the flexiblity of
arrangements for frading milk guotas.

Changes to the pig meat regime will reduce
significantly the competitive advantage
hitherto enjoyed in the UK market of
Denmark and the Netherlands. For
cereals, the overall effect of unchanging
basic support prices together with the
green pound change is that intervention
vaiues at 1 October 1987 will be 5.7%
lower than they were one year previously.
For oil seed rape the overall effect is a
reduction in the intervention price of

In response to the European surpluses of
traditionsl farm commodities, there are
some signs of diversification efforts by
Scottish farmers. A substantial
investment has alrealy been made in marine
saimon farming, and Scottish producers are
pressing for the establishment of an EC
reference price. They claim that they do
not wish to ban imporis into Europe but to
prevent "disruption? of the market by
irregular supplies from third countries.

The EC and the 3DA are together funding a
research project which seeks to develop a
home-grown cashmere wool industry by
oross-breeding native Scottish goats with
cashmere-producing goats from Iceland and
Hew Zealand, At present, Scotland
imporis more than £50m worth of raw
cashmere fibre which is transformed into
expensive knitwear for export. This
research project, %to be carried out by the
Mciulay Land Use Research Institute, is
arousing some interest amongst harde
pressed hiil farmers.

The Scottish Agricultursl Wages Board has
proposed that there should be an increase
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of 5% on the basic wage rate for all full-
time general farm Workers, with effect
from 7 September 1987.

Controversy has arisen in the Highlands
over the Nature Conservancy Council's
proposal to ban further forest and
afforestation on 1m acres of peat land in
Caithness and Sutherland. The proposal
has been severely criticised by the
Highlands Regional Council and the
Highlands and Islands Development Board
who argue that without continued new
forestry planting of between 240 and 360
thousand acres over the next 20 years, a
potential 1,000 jobs in forest operations
and another 1,000 in sawmilling and
ancillary activities will be lost.

According to the Department of Agriculture
and Fisheries for Scotliand {DAFS), the
total value of fish landed by UK vessels
at Scottish ports between January and
April of 1987 was £79.417#, 2 rise of
£16.741m (27%) over the corresponding
period of 1986, The increased value of
landings is the product of 2z drop in the
volume of landings of 7,767 tonnes (6%} to
131,443 tonnes and an average price rise
of 34%, These resulis continue the
recent trend of stagnant or falling
volumes and proportionately greater rises
in prices,

‘Bable 1 Fish landings by K vessels gt Scottish

ports, JevaryApeil 1967
Average price

tores Ve f8  portorre £
Total ty
K
vessels 131,443 (. 6Y%F TOMT (27 608 (43H)
Demersal 79,855 (- 1) 80523 (428} BB (a26)
Pelagic 41,520 (~14) 8121 (153 93 (+ 5}
Sellfish 10,068 (a88)  HLTI3 (59) 1,467 (W11}

* Figures in brackets represent the

percentage charge over the correspording
period of 1986,

Sorce: Detertment. of Agricilture ard Fidwries for
Sootiand
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Demersal species remain the most prominent
of those landed at Scotiish ports,
accounting for 76% of value and H1% of
weight, Actual landings declined
slightly, by 1%, but with the 26% increase
in average prices the value of landings
was up by 25%. There has been 2a
substantial reduction in the volume of
pelagic landings compared with the first
quarter of 1986. A total of #1,520
tonnes were landed between January and
Aprii, a fall of 19% over 1986. With an
average price rise of 5% the value of
landings declined by 5%, Shellfish have
made significant advances, with landings
up 844 in welght terms and 59% in value.
As a result, shellfish now account for B%
of the weight and 198 of the value of
landings by Scottish vessels, compared
with 5% and 15%, respectively, in 1986,

Turning to the key Scottish species, Table
2 presents the main details. Most
striking are the contrasting trends in
mackerel and herring landings. The
former have risen by 18% in weight and
110% in value while herring landings have
declined by 95% in both volume and value
terms, Whiting values have advanced by
88, the product of a 59% growth in volume
and a2 19% price increase. Both cod and
haddock values zre up by 12% although with
increased and decreased volumes,
respectively,

There has been substantial oppositionin
the industry to the government's plan %o
levy dues on fishing vessels of more than
10 metres In length for the upkeep of
lighthouses, buoys and beacons. The tax
#ill not be levied on pleasure craft and
industry representatives have argued that
the services should be funded from general
taxation., The general committee of the
Highlands and Isiands Fishermen's
Association has formally recommended that
their members should not pay the tax in
protest at the government's decision,
The government is also considering
privatising the boat service of the marine
detatchment of the fisheries and
enforcement section (DAFS), This is one
option designed to cut £1 million from the
operating costs of the service,

A series of pilot schemes will pave the
way to a new skills' training structure in
the fishing industry, The structure has
been developed collaboratively by the Sea
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Fish Industry Authority, Manpower Services
Commission, fisheries colleges and other
industry groups. Through a set of fopen
learning® modules, fishing industry
workers will have the opportunity to
tackle more than 30 subjects covering a
range of relevant fopics, Some pilot
schemes Will be rup by colleges in
Grampian Regionh.

Despite vogiferous opposition from the
local tourist industry, preliminary
planning permission has been granted for
the first fish farm on Loch Ness,
Opponents argued that the sighting of a
farm on the Loch would threaten the legend
of the monster and thus reduce the areg's
attraction to tourists.

Tehle 2 Londings by 1K veawids at Scotbish ports of

selected species, Janmry-Ayil 1967
Weight, hverage price
tores Viahe s porfooed

Cod 13,500 (+ 8Y% 12,25 { #12) 5 (+8)
Haddook 33,371 (=18} 24,748 { +32) T2 (&37)
Witirg 13,505 (#5509} 7412 ( +88) 846 (419)
Modterel 36,600 (4118} 3.886 (+110) 105 {« W)
Herrirg L33 (-8 0.HO (B W {+W

¥ Figures in brackeis represent the
percentage diange over the i
period of 1955,

Soree: Depertmect of Agricdture ad Fisherdes for
Scotiad

Construction

New contracts by building contractors in
Scotland totalled £380,09m in the first
gquarter of 1987, some 5.4% Jower than the
first quarter of 1986, As usual, this
single figure masks a range of different
performances within the industry. In the
public seqtor there were iwo aress of
significantly improved performance:
housing at £28,96m {(150% up on the
corresponding 1986 quarter) and schools
and colleges at g£16.4om (up 300%).
Despite these areas of improvement total



new public sector contracts feil by nearly

15% to £128,35m, As in the past, the
largest fall occurred in the
"miscellaneous" sector, the main

constituent of which is the oil industry.
Only £13.08m worth of new public orders
were recorded in the three months to
March, less than one quarter of the toial
in the first three months of 1986. This
seems unlikely to improve until the oil
price begins to revive.

Index of producticn & consiruction
(1388 « 1RO

Orders in the private sector totalled
£211.74m, up 1.3% on 1986. Most areas
within the private sector rose with the
exception of private housebullding which
fell by 4.5% to £THEE. Figures from the
National House-Building Council for the
Sgme period appear to confirm the
suspicion that housebuilding in Scotland
continues to lag behind that of England,
The NHBEC recorded 2,500 new private
housing starts in Scofland from January te
Mareh, down from 3,000 in the first
guarter of 1986, By contrast, the
housebuilding boom continues in England;
NEEC figures indicate a total of 46,700
private housing starts in Great Britain as
a whole, fully 20% higher than the same
period in 1986, and the highest first
quarter tofal since 1972, If any further
evidence were required of a "North-South
divide" in the construction industry it is
provided by the Government's index of
construction. In the final quarter of
1986 the Scottish index stood at 89.6, the
lowest fourth guarter recorded for #
years, The UK index, however, rose 0.8
points in the quarter to 104.2 {1980-100).
While the UX index has risen in every year
since 1981, the Scottish index actually
fell slightiy in 1986 and is now fully
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11.2 points below that for the UK, by far
the largest gap recorded since the
seasonally adjusted figures were rebased
to 1980 levels.

This substantial - and widening - gap
between Scottish and UK construction
performance has not gone unnoticed within
the industry. In May the Scottish
Construction Industry Group - which
comprises representatives fron
construction-related professions,
contractors and trade unions - published a
small booklet charting the long-run
decline of UK construction, and showing
how the industry in Scotland has failed to
emerge from the recession as quickly as in
England, Using mainly Government
statistics the 3CIG booklet 1llustrates
that in Great Britain the total annual
level of new orders in the construction
sector had fallen to approximately 80% of
its 1970 value. In Scotland, however,
the fail has been more dramatic - to 55%
of the 1970 level. 3€IG argues that
between 1970 and 1980 the decliine in
construction orders resulted mainly from a
steady reduction in public expenditure.
After 1980 the fall in public construction
expenditure largely halted in England but
not in Scotland, where the non=housing
sector has continued to do badly. What
is worse, argues S5CIG, the rapld increase
in private construction orders since 1982
50 evident in England has not been so
apparent in Scotland, with the result that
Scotland's overall share of UK
construction activity has been declining
steadily. While deploring this
situation, and warning that expenditure on
the country's infrastructure 15 less than
adequate, SCIG makes no recommendations as
+0 what should be done to improve matters,

Conceivably some relief could be at hand
from an unexpected source. The
implications of a recent discussion paper
by Professor Gordon Hughes of Edinburgh
University® are that the introduction of
the poll tax could indirectly stimulate
private housebuilding in Scotlamd. His
argument is based on the fact that since
domestic rates are in effect a tax on
housing they tend to influence the
decision on whether to buy & house {and
what size to buy).  Since domestic rates
are to be replaced by a poll tax which
shouwld not affect the house-buying
decision, demand for houses will rise,
Given that the supply of houses is
virtually fixed in the short run, prices



will initially rise - and Professor Hughes
estimates a rise of 23% in Scotland, more
than twice the estimated rise in the South
East of England. In the longer run the
increase in demand should stimuiate
housebuilders Lo increase supply ie build
more houses. If Professor Hughes’
figures are correct in terms of the
differential regional price impact of the
poll tax, its introduction could serve %o
reduce the gap between the construction
sectors in Scotland and England.

The cautiously optimistic note sounded in
two previous editions of the Scoitish
Business Survey is repeated in the latest
Survey. A balance of 32% of responding
firms in the construction sector
experienced increased private sector
orders in the three months %o June,
confirming the expected irend of the April
Survey,  Although public sector contracts
were siuggish from April to June, 12
balance of 12% of responding firms did
anticipate an increase in orders from this
source in the next quarter., One
interesting feature of this guarter's
Survey is the pattern of responses on
empioyment. Previous Surveys have found
that demand for nonwmanual workers was
brighter than that for manual workers,
However, this ftrend is reversed in the
latest edition, with & balance of 12% of
respondent.s indicating an increase in
manual employment, while a balance of 2T7%
experienced a decline in non.manual
employment., Yost interesting of all is
the finding that 51% of responding
consgtruction firms had experienced
difficulty in obtaining staff over the
last three months, compared with 35% of
respondent.s overall. Skiiled manuai
workers proved o be the group in shortest
supply 1in %the construction sector,
followed by managerial and %technical
workers, which may indicate a potentially
worrying botileneck if demand does pick up
once again., However, the lack of skilled
workers shouid not be oversiressed in the
short~run; only 12% of construction firms
responding to the Survey mentioned a
shortage of skilled labour asg the main
factor limiting output growth, while B0
mentioned lack of orders.

On the company front, the rehabilitation
of FJC Lilley continues. In July the
company dispesed of a furiher four
subsidiaries, two in Scotland and two in
the US. Wilson Pipe Fittings has been
s0ld to Dover Engineering, and Irvine
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Spring Company hasg been s0ld to its
management ; total consideration is around
£7502,000, In America, Lilley has sold
Johin W Cowper and the power division of
Harrison Western, together sccounting for
about haif of Lilley's total U3 turnover,
These sellwoffs mark another important
step in Lilley’s retrenchment to its
traditional sitrengths, tithat of
consgtruction in the UK, The UK disposalis
have done much to reduce the company's
verrowings, which stood at £5Tm at one
point in 1986, and with the parallel
announcement of new contracts worth over
£20m, Lilley now looks to be in a much
sounder position than it was & year ago.

Caledonian Paper, the Finnish-ownsed
company, has been signing contracts for
the construction of its new paper mill af
Irvine. So far around £10m of new orders
have been placed with Scottish companies.

¥Rates Reform and the Housing Market™,

Energy

OIL AND GAS

The Royal Bank/Radio Scotland oil index
for June was 117.5 (1680=100), a fall of
36.7 points from the May value. The June
average daily production volume of 1.93mb
was the lowest for over 5 years. the
sharp fall in the North Ses oil production
in June is attribubted to the commencement.
of a particularly intensive summer
maintenance programme, with Forties output
being especially badly affected.

The OPEC meeting on 25 Jime was successiul
in extending the cartel's existing
production and price agreements and this,
combined with renewed fears over the
continuity of Gulf supplies, led %fo a
firming of crude oil prices in the world
market. By early July, Brent crude was
trading at between $20 and $2% per
barrell, the highest price for over a
year.

There are signs that the prospects of a
period of relatively stable oil prices ab



around $20pb is leading t¢ renewed
exploration and development activity in UK
waters, In May, 18 exploration rigs were
drilling in the North Sea, 5 more than in
February, and industry analysts were
predicting a further significant rise in
the number of rigs in operation over the
summer.  In July, Shell/Esso anncunced a
major new development programme for the
Kittiwake field. Costing $350m, this is
the first major new North Sea oilfield
development to be announced since January
1986, and i3 expected to create 2,500 Jobs
in Scotland and the North East of England.
With estimated reserves of 70mb, Kittiwake
will commence production in 1991, and at
its peak i3 expected te produce 36,000bpd.
Interestingly, the development of
Kittiwake only became economicalliy viable
when improved fechnology in platform
design and construction allowed project
costs to be reduced by 401 from initia?
estimates,

The Department of Energy’s 'Brown Book
indicates that UX oi) production in 108t
was 127m tonnes, a fall of 0.5m tonne:
from the 1985 figure. the value ol
orders for offshore development fell by
35% to £2.2bn,  Although the share of U
companies rose to a peak B2%, the value of
orders received by the UK industry fell tc
£18bn from £2.7bn in 1985, The total
number of exploration and asppraisal wells
started during the year was 113, 30% dowr
on 1988,

COAL AND OTHER FMERGY
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The index of production for cosl and coke
in Scotliand fell by 22% in the fourth
quarter of 1986, For the year as a whole
cutput was 24 higher than in 1985, a year
in which first quarter output was severely
affected by the miners' strike. In the
UK, however, output in 1986 rose to sz
level %8% higher than in the previous
year,

The index for other energy and water
supply in Scotlznd fell again in the
fourth quarter by 1%. For 1986 as a
whole the output of this sector was 3%
lower than in 1985, The UK index, in
contrast, fell by 6% between the third and
fourth guarters of 1986 but for the year
as a whole was 3% higher than in 1085,
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The Scottish coalfield registered a
trading profit in British Coal's annual
accounts for 1985487, The deep-mined
section, however, continued to register
heavy losses and it was only because of
the profit contribution from opencast
operations that the Scottish Area's
pesition looked heaithy. During the year
British Ceal continued to improve its
performance in preparation for the
posgible privatisation of some or all of
the industry by the early 1990s. Unit
costs fell by 13% while productivity
increased by 21%.  3ir BRobert Haslam,
British Coal's chairman, has made it guite
clear that the performance is not yet good
enough, however, He has stated that
production will be further corcentrated on
low cost faces, & policy which must, by
implication, threaten the Ayrshire
coalfieid.




One Scottish plt which has completely
turned arcund in performance fLerms is
Seafield in Fife, Before, and just
after, the miners' strike Seafield was the
highest cost pit « in Lterms of cost per
tonne of coal produced - in Scotland. It
is now trading profitably and producing 4
tonnes per manshift from its single
remaining face {the UK average is 3.6
tonnes per manshifg). As a result,
British Coal have agreed, in principle, to
open another coalface at the pit,
ostensibly to replace the face lost in a
fire in January but in reality to come on
stream as the existing face is worked out.
it is expected that an extra 40 jobs will
be created in this £80m development
{(saking the workforce to TUG) but thati it
will also require zgreement on six day
production. At present the KBUM have
rejected the intreoduction of new working
practices although it is known that the
Scottish Area is likely to trest the issue
with some flexibility. it is probable
that if the new investment does noi go
ahead ait Seafield, the pit wiil c¢lose
within the next few years.

One pit definitely about to close is
Polmaise in Stirlingshire. Development
vwork has been going on at the mine for &
years, latterly in an attempt Lo joineup
the coal reserves at Polmaise with those
in the Hirst seam and bring the output up
at Lorgannet power station.
have decided that it would save around £3im
per vear if the drive were undertaken from
the Longannet end, although why it took 18
months to find this out remains a mystery.
The 112 jobs at the pit will be lost to
the industry eventually but the miners
will be offered relocation elsewhere in
the coalfield.

4 major contract for Ayrshire opencast
¢oal has been signed befween British Coal
and Caledonian Paper Company, the Finnishe
owned pulp mill due to open in Irvine by
1990, The % year contract for 35,000
tonnes of «oal per annum will add to the
increased level of opencast cosl produced
by the indusiry - a2 level set to increase
from 14m tonnes per annum to 18m Lonnes
over the next year.

Manufacturing

FOOD, DRINK AND TOBACCD

The index of production for the food
industry moved up one point in the final
quarter of 1986 to stand ab 105,

British coal
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However, the overall picture for 1986 is
nob encoursging. The index for the full
vear stands at 103, its lowest level since
1982; this contrasts with the food
industry index for the UK which has risen
in every vear since 1981,
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The drink snd tobacco indusitry remains in
the doidrums. The industry index for
1486 stood at 75 (1980=100), the same as
1988, The oniy siight degree of
encouragement is that this is the first
year in which the index has not fallen
since 197G. The Scottish drink and
Lobacco index is now a fuill 21 points
below that for the UK.
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However, results from the latest Seoitish
Business Survey continue the optimistic
note struck in the previcus two editions,
In the 3 months to June, a balance of 22%




of respondents experienced an increase in
new orders, with a balance of 28%
experiencing an increase in total sales.
As with previous Surveys export orders
appear to be providing the biggest boost
t0 new orders; encoursgingly over haif the
responding firms aiso anticipate increased
new orders in the next 3 months, with few
expecting a decline. Encouragingly, more
firms hired new labour in the three months
to June than reduced their labour force, a
trend anticipated in the April Survey,
This, too, is expecied to continue in the
next quarter.  Two-thirds of respondents
have experienced a fall in stocks of raw
materials over the last guarter, and it is
interesting toc note that almost onewfifth
of firms claimed that a lack of raw
materials is the single moat important
factor limiting output.

Expansion plans among the large grocery
groups continue to be the order of the
day, As the May Commentary went %o press
the Argyil Group announced their HSafeway
19901 programme which involves the merging
of the existing Presto and Safeway stores
and the opening of at least 25 stores per
year in the UX. Up to & new stores plus
a distribution centre are expected to be
opened in 3cotland, creating up to 3,000
new jobs; a fairly high prepertien of
these will be part-time. No sooner had
this announcement been made than Dee
Corporation, owners of Gateway and Fine
Fare, anncunced an even more ambitious
expansion plan., A £100m development plan
over b years is expected to create 3,000
full-time and 2,000 part~time jobs in
Scotland, involving several new Gateway
stores and the refurbishment of 8 existing
Fine Fare stores which will subseguently
trade under the Gateway name,
Interestingly, the planned expansion in
S3cotiand accounts for half of Dee's
propoged UK investment programme, an
indication of how competitive the packaged
grocery market is becoming in Scotland.
Major investment of this kind is bound to
increase the competitive pressure on
Scottish companies such as Wm Low, much
amaller than companies like Argyll and Dee
Corperation, but eqgually ambitious and
expansion-minded.

Scottish & Newcastie have declared good
figures for the 12 months to 3 May.
Turnover rose 7% to £827.5m while pre-tax
profits rose fully 20% to £90.3m, helped
by the cgontribution of Home Brewery,
acquired last August, and a good second

haif performance by Thistle Hotels. The
company’s annual report confirms rumours
that Hanson Trust did discuss the sale of
Courage brewers to S5 & K before the
eventual sale te Elders 1XL. This is
made ail the more piquant by the fact that
the City has been full of rumours for
several months thai Elders were
contemplating a bid for S & N, which would
form a formidable brewing partnership with
Courage. At the moment Elders i3
invelved in plans for major internal
reorganisation in Australia which seems to
be taking up most of the group’s senior
executive time. Any such move would
certainly be referred to the Monopolies
and Mergers Commission (MMC), a prospect
which may be enough to dampen any ardour
which Elders may have for 3 & N; although
the Commmission cleared the 1985 bid by
Elders for Allied-Lyons, the nine month
delay caused by the referragl led Elders to
abandon the bid and buy Courage instead.

Not that 5 & N have any reason to feel
well~disposed towards the MMC, The
company's bid for regional brewer Matthew
Brown narrowly failed in 1985, and the
feeling has always been that the time
delay induced by the MM{O's deliberations
helped Brown to marshall thelr defences
successfully.

In addition, Mr Alick Rankin, S & N Chief
fExecutive, 1s known to be less than happy
at the prospect of a further MMC
investigation into the tied-house system,
which he feels has been subject to quite
encugh scrutiny since the first
investigation in 196S8. In fact it was
that initial investigation {which was into
the indusiry generally) which first
identified the tied-house system, as in
part responsible for a lack of free entry
into the market and a lack of price
competition., Despite some medifications
to the system undertaken by the Brewers!
Society, a recent careful analysis
suggests that the main restrictions on
competition were never removed,*® and
concentration in the industry has
increased since that 1969 investigation.
Government doubts about the tied~house
system have never been entirely removed,
and despite Mr Rankin’s annoyance a
further investigation probably has some
merit.

Ancther company showing improved
performance is A G Barr, menufacturers of



the reputed hangover cure. Half~year
profits to 25 April rose by nearly half to
£2.36m while turnover rose by 15% to
£19.4m, The rapid rise in profits was
partly due to good sales of Irn Bru and
Tizer, but three other factors were also
present; the launch of branded
confectionary, the sale of surplus empty
plastic botiles, and an exceptional
{unspecified) packaging order which ended
in June,

English brewers Whitbread have announced a
£20m investment programme in Scotland, but
it has little to do with pubs or brewing.
The investment will be concentrated in the
company’s restauvrant activities, resuliing
in 20 new Beefeater restaurants by 1990
and an increase in the number of anglo-
American Pizza Hubt outlets.

*R W Shaw & P Simpson "The Monopolies

Commission and the process of
competition®, Fiscal Studies, Vol 6,
1985,
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Total production of Scoteh whisky stood at
71.278m litres of pure alcohol {LPA) in
the first quarter of 1987, 1.5%% higher
than the first quarter of 1986, The
slight total increase comprises a 6.6%
rige in walt whisky production to 29.9m
LPA and a 1.8% fall in grain output to
H1.3m LPA, Exports continue to be
slightly lower than last year, however.
Total exports fell by 1.1% over the first
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five months of 1987 to 89.2m LPA; malt
whisky exports fell by 3.6%, while blended
exports, responsible for nearly nine-
tenths of all overseas sales, fell by a
more modest 4.

At the time of writing no dec¢ision has
been made by the General Agreement of
Tariffs and Trade {GATY) on Japan's
disceriminatory tax and duty system
reiating to imported aleoholic drinks.
Ths initial Japanese reforms discussed in
the February Commentary have now been
withdrawn; this prompted the European
Community to refer the matiter Lo GATY,
under prompting from a variety of bodies
representing European wines and spirits
producers including the Scotch Whisky
Association, The GATY decision is
expected shortly, and if the finding is
that Japar’s policy is disceriminatory then
that country will be asked to come up with
reforms which go further than those
proposed last year., If no such agreement
is forthcoming the EC couniries may feel
obliged to take retaliatory measures, a
potentially serious move for the whisky
industry since Japan is the third largest
export market for Scotoh whisky., Tdeally
the industry would Iike to see
condemnation by GATT followed by & radical
tax overhsul by the Japanese, But a more
likely outcome seems to be at least some
measure of criticism by GATY then new
proposals by the Japanese which go some
way to placating the European producers.
In common with the other European indusiry
bodies, the SWA must weigh up the possible
rewards against the possible risks of
sparking off a potentially damaging trade
war, However, speculation along these
lines is largely pointless until the GATT
decision is known.

The prospect of another Guinness scandal
was raised in July when the Depariment of
Trade and Industry {DTI) announced that it
was launching an inguiry into share
dealings during the Arthur Bell takeover
in 1885, Certain irregularities,
possibly pointing to insider dealing in
Beil's shares, apparently came to iight
during the DTi's inguiry into the
subsequent takeover of Distillers by
Guinness. Meanwhile the new Guinness
management have had some success in their
court battles against the company's former
directors, Thomas Ward, the American
lawyer who resigned from the board in the
wake of the Distillers scandal, was
ordered by the High Court to repay the



£5.2m payment made te him by Guinness for
advice during the bid. This may take
some btime to effect since much of the
payment went straight to the U3 taxman;
nevertheless it represents a significant
victory for the Guinness board,

Since Sir Norman Macfarliane took centrol
of Guinress he has made clear his disguiet
at the decision of the previous management
to give the Dewar's brand to Schenley
Industries, the brand's UK distriputor,
under what can only be described as
controversial circumstances, For the
iast 3 months there have been suggestions
that a way out of this impasse was for
Guinness to buy Scheniey from its owners
Rapid American Corporation, thereby not
only solving the problem of brand
ownership but allowing Guinness more ciose
control of an important U3 distributor;
even a fee of £400 has been suggested.
Neither Guinness nor Rapidé American will
confirm or deny that divestment taiks have
taken place, but it seems likely that the
situation will not be rescived until legal
ownership of Dewars is finally
established.

When the Argyl} Group announced that it
was selling the companies in its food
manufacturing division it was widely
assumed tha®t Paterson-Bronte, biscuit
manufacturers from Livingston, would
either be bought by another major food
manufacturer or be subject to a management
buy-out, Instead, the purchasers were
Roberison & Baxter, the whisky blenders
whose share structure znd management is so
closely intertwined with Highland
Distillers. Indeed, so closely are the
companies connected that the Monopolies
and Mergers Commission investigation into
Hiram ¥Walker's 1980 bid for Highland made
mention of the pessible damage which coudd
be done to any interruption of the
symbiotic relationship between them, The
move by B & B into the world of catcakes
is not as strange as it seems. The
company now has a policy of moving inte
the market for quality branded food
products, and in 1986 the first move was
made &n that area with the purchase of
Arran Provisions which makes a range of
high quality mustards, sauces and
preserves.  Arran Provisions are now set
to double their workforce of 30 over the
next 18 months, and plan to move to 2 new
factory later in the year, The B & B
strategy of diversification grew from the
belief that future growth prospects in the
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ateocholic drinks industry are limited, and
the perception that quality branded foods
require similar marketing expertise to
that needed for quality blended whiskies.
It seems unlikely that Paterson-Bronte
wiil be the last acquisition made by R & B
in this area,

When Allied.lyons purchased a 51% stake in
Hiram Walker last year some commentators
wondered whether the object was more to
help fight off the unwelcome bid frem
Elders IXl. than to realise the ambition of
becoming a major force in the
international drirks industry. However,
changes are clearly afoot at Hiram Walker
with the announcement that around £100m of
nonwgleoholic drinks businesses are to be
sold of f together with the disposal of
£50m of excess Canadian whisky and Cognac
stocks, There is alse a direct Scottish
dimension to Allied!'s plans. As part of
its purchase of Hiram Walker Allied
obtained conbrol of Ballantine's, which is
currently the third best selling Scoteh
whisky in the world, The aim is to push
Ballantines to number two by the end of
the decade, displacing Grand
Metropolitants J & B Rare. Notice that
there is no word of overseas plans for the
brands of Allied's existing whisky firm,
Wm Teacher. Teacher's Highland Cream has
never been a strorg seller outside the UK,
and this lack of a top=seliing worldwide
blended whisky was one of the factors
which prompted Allied's move for Hiram
Walker,

HETAL IMDUSTRIES

Crude steel production in the Eurcpean
Community in the first half of 1987
declined by 2.1% against the same period
in 1986, If one exciudes the United
Kingdom whose currency is relatively
weaker against the dollar than the major
European currencies and whose production
pattern was distorted in 1986 by the
Redcar blast furnace reline, the same
comparison exhibits a deciine of H.6%.
As explained in last quarter's Commentary
the absolute strength of the pound against
the dollar affords UK producers lower fuel
and raw material costs in sterling terms
whilst the weakness of the pound against
European currencies results in these
markets becoming more profitable in
sterling terms. This phenomenon, in
conjunction with greater operating



efficiency, saw the amnouncement in July
of an after tax profit of £i78m for B3L
which is5 in line with the analysis
presented in iast quarterts Commentary.
The broad contrast is one of a continental
steel industry facing quantitatively
stagnant markets characterised by weak
prices and low or negaiive operating
profits, whilst the UK producers face 2
buoyant home market with extremely good
profit prospects for both direct and
indirect steel exports to Europe.

This dichotomy of fortune locks likely to
continue for the remainder of 1987 and the
early part of 1988, EEC projections for
the third quarter of 1987 posit a 5.5%
fall in aspparent steel consumpiion gver
the eguivalent period in 1986 and a
smallier decline of 3.7% in crude steel
production as export markets recover
marginally from last year, However, the
sitwation in the UK is substantially
brighter with increased production and
deliveries both at home and to EEC and
third country markets. Much of this
business ig at margins which suggests
that, in November, BS3{ will anncunce
increased profits for the half yesr. Its
main continental rivals wil record losses
for both the first half of 1987 and for
the year as a whole. Projections for

1988 depend critically on the relative

prices of the dollar, pound and
deutschmark and on the organisaticnal
arrangements for steel markets which
emerge from the meeting of Industry
Ministers scheduled for 21 September.

At this meeting the EEC will present
Industry Ministers with a detailed plan
for bringing European steel production
into line with demand by 1990 at levels of
profitability which ensure sui‘{icient
earnings to finance investments in cost
reducing processes and obviate the need
for state aid and subsidy, Inaddition,
the Commission envisages a lesser degree
of protection from third country imports
excepting cases where steel products are
being dumped onto European markets at
prices below the real cost of production.
Thus by the end of 1990 there is a desire
to see Community producers in shape to
face fair competition from both int_ernal
and external concerns, This is an
extremely tal) order. Inrecent months
EEC Commissioners have become increasingly
pessimistic about the medium-term outlock
for the industry and have increased their

estimates of current excess capacity from
22 to 30 million tonnes per annwn, This
Jatter figure is consistent with low
demand projections contained in the
General Objective for Steel 1990 and
subsequent update of Qctober 1986, 1In
reaching this conclusion the Commission
stresses four factors., Firstly, it is
grounded on a view that substitution by
other materials will reduce specific
consumption of steel by 2% per annum.
Secondly, for most European producers
third country export markets will continue
t0 be difficult because of the activities
of lower cost competitors such as South
Korea and Taiwan and continued protection
of lucrative US markets which considerably
limits the sccess of Eurcpean steelmakers,
Thirdly, the relatively high margins for
importers in EEC markets will encourage
third countries to increase deliveries
placing pressure on prices. The
diversion of steel from protected markets
such as the U5 contributes significantly
to the broad conclusion that continental
markets will become progessively more
difficult for all but the most efficient
suppliers, Fourthly, the weak dollar
which is argued to persist over the pericd
makes export markets attractive to US
steeimakers and there is some initial
evidence that US steel production and
exports are indeed responding in this
manner, This will put further pressure
on prices and marging faced by EEC
producers in third markets and conitribute
to slow growth in Community exports.

Thus, for these reasons the EEC has moved
its projection into line with the most
pessimistic scenario outiined in its
various strategy documents. It should be
noted that this revision took place at a
time when continental producers posted a
series of larger than eipected losses and
when the objective circumstances of the
industry appeared to change little from a
few months eariier when excess capacity
was projected to be between 22 and 24
million tonnes per annum, There i3 a
suspicion in the industry that the
Commission were rattled by the losses
recorded in this period and that the new
estimates may be the resuit of an over-
reaction to the admittedly poor
performance of enterprises which they had
deemed to be viable as late as early 1986.
Secondly, these revisions took place
against the backdrop of the Eurofer
exercise which was uncovering modesh
of ferings of capacity reductions on the
part of producers especially in the
troubled flat products sector.



However, the DECD Steel Committee estimate
that worid swrplus capacity will reach 18¢
miliion tonnes per annum by 1990, of which
arez 75% is accounted for by the JELD
countries, In addition final consumption
is projected to fall by 6.1% in the QECD
areas and capacity increases in the rest
of the world more than match egpected
advances in steel consumption. Thus,
aithough Commissioner Narjes may be guilty
of releasing the message at the most
politicaily opportune moment, it is not
our view thai the dire outlook for the
European steel "industry has been
exaggerated to any significant extent.
It is entirely possible that the reverse
is the case,

The EEC plan will therefore seek to
eliminate 30mt of excess capacity over the
period 1988-109C, The mechanism for
achieving this is an extension of that
proposed by the Eurofer group of sieel
producers. The Eurofer initiative
involved the identification of capacity
which producers were willing to close
either with or without strings. The
production guotas asittached to this
capacity were to be sold to other
producers who would expand output.
Unfortunately, FEurofer steeimakers failed
to identify sufficient cuts in flat
products and heavy sections where there
were many producers willing fo buy quotas
but relativeiy few sellers., The new
proposal supplements this procedure with
additional closure premiums made to
producers who both close surplus capacity
ang sell production guotas. These
premiums will be financed from a fund
generated by a sysiem of output levies,
This proposed levy has provoked
considerable controversy and opposition,
1t is envisaged that 70% of the fund wiil
be allocated to ciosure incentives whilst
the remainder will contribute to s larger
effort te alleviate the social and
regional conseguences of a projected
reduction in steel industry employment of
80,000 over the period of the plan.
Ciosure premiums will not be paid to firms
which eliminate capacity bubt allocate the
underiying quotas te other production
lines pecause it is recognised that
significant cperating gains may be
achieved from higher utilisation rates,
These are likely to be considerably
greater than the gains accruing from the
sales of quotas. Thus the intention is
to prevent the levies paid by producers
from contributing to the modernisation
costs of their competitors, However,
premiums paid to firms who scrap plant and

2ell quotas would appear to be available
to modernise the remainder of the
business. These could result in
distortions emerging in nonwregulated
product markeits or could be used to
improve the technical performance of
production lines in quota restricted
sectors in anticipation of subseguent
deregiulation.

The guota system itself is seif for an
overhaul with several categories of
products removed compietely. It is
anticipated that profitable concerns will
be granted additions]l quotas and that the
reference dates for the caleulation of
quetas reflect production levels more
recent than those underpinning the present
arrargements, The Commission itself may
purchase and cancel guotas in order to
stapilise prices by restricting supply
relative Lo demand, The EEC intend to
monitor the pregress of the restructring
efforts and to seek agreement with
individual firms on programmes of capaciby
reductions, Indeed, the first survey of
intentions is proposed to be compieted by
consultants and presented to the
Commission by 30 November which suggests
that all European steelmakers, including
BSC, are at this time examining their
plant configurations and future operating
strategies. If the carreot of closure
incentives fails to summon forth
sufficient proposals for abandoning
capacity then the EEC will end the guota
system &t the end of 1988 and usher in the
%big bang” which the producers and their
governments have fought skillfully to
avoid, 1% remains to be seen whether the
threat of this is sufficiently great to
ensure the emergence of a phased
transition to dereguiated markets for
strip and plate.

The exact details of this proposal have
yvet to become available to those outside
the negotiations and indeed substantial
revisions may emerge af'fer the September
meeting of the Industry Ministers. Thus,
how it will finally hang together and the
congsequent dynamic which it will impart
upon Scottish, UK and Community steel
production can only be the subject of
speculation, Clearly BS3C corporate
planners may require to grapple with the
vexed questions of whether an operation
vased on 5 integrated planis can be
sustained over this period or whether &
wide hot strip miils can be justified to
EEC regulators. There are options



available to the Corporation to
rationalise strip and plate production all
of which have been alluded to in previous
Commentaries. It must be established
immediately after exact details of the
revised system become available, the
extent to which there is an incentive or
reguirement to pursue such measures,
Fortunately, BSC is at present one of the
most competitive and profitable steel
concerns in Furope or eisewhere and there
remains a strong argument that it is
others and not BSC who require further
painful surgery. If the new quota regime
is intended to simulate market responses
then BSC should expand relative to other
producers and progressively increase iis
market share and capacity utilisation. It
is to be hoped that the governwment can
help secure the circumstances in which
B3C's improved performance is reflected in
FEC assessments of its future size and
that it wil) abstain from setting B3C
unreaiistic financial targebs in the new
transitional period in order to facilitate
an \mnecessary denationalisation. The UK
steel industry is on the mend but further
patience is required on the part of
government and, most importantly, on the
past of BSC executives, We will return
to these questions in greater detail in
the next Commentary when the outcome of
the Industry Ministerst gathering is known
with certainty.

MECHANICAL ENGINEERING

The fourth quarter of 1986 saw a further
fall in the Index of Production of the
Scottish mechanical engineering industry,
from 7% in the third guarter to 70. This
represents a decresse of some 12,5% during
the vear to leave the series at its )owest
ever point. Assuming that the fourth
quarter figure is correct, there is every
reason to expect yet another fall when the
results for the first quarter of 1987 are
published since this will incorporate some
of the closures and redundancies of the
eariier part of this year. However,
there are some preliminary indications
that the short-term prospecis for the
industry have improved. According to
July's Scottish Business Surwey, & balance
of 16% of firms is more optimistic about
the general businesg situation than was
the case three months ago. Companies
report that the trends in both sales and
new orders are upwards although employment
continues to fall. Support for this
prighter ocutlook ig provided by the
results of a survey of UK mechanical
engineering firmg carried out by The
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Engineer magazine which found that a net
219 of companies were more optimistic in
May than 3 months before. This is the
second succeSsive Survey by the magazine
which has detected growing confidence in
the sector. It wouid be premature to
greet these suryeys as indicators of the
recovery of the industry in Scotiand.
Hevertheless, the last guarter has been
the least traumatiec for Scottish
mechanical engineering for some time,
with no major redundancy or closure
announcements.
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In mid-July, Babeock International was the
subject of a "merger® bid with FKI
Electrical, a relatively small but faste
growing Yorkshire-based concern, Babcock
became the subject of takeover specitlation
in 1986 when the Rainbow Corporation of
New Zealand took a 5% stake in the
company. MHore recently the cash-rich GEC
was thought s possible predator. A less
likely partner for Babeoek in the
engineering worid than FKI it would be
difficult to find, From fairly humble
beginnings - making parking meters - the
company has grown stroagly il not
spectacularly in recent years, It has
specialised in taking over ailing concerns
and turning them around with a keen eye to
maximising profit margins. Its turnover
in the year to April 1987 was £83.5
compared with Babcock's £1,217.6m,
Clearly a case of gnat swalling something
a bit bigger. Just as Lord King, wearing
his British Airways Chairman's hat had
struggied to convince the worid that his
company had merged with British
€aledonian, so0 too, as Chairman of
Babcook, he asked the industry to susperxd
its disbelief and accept the FKI approach
25 & merger. If it goes ahead, this is a




takeover by FKI, The new group will be
known as FXI Babeock with Lord King as
Chairman and Mr Tony Gartland of FKI as
Chief Executive. Scotland's interest is
in Babecock Energy with piants at Renfrew
and Dumbarton employing some 1,860 pecple.
With the power station markel entering an
expansionary phase, there can be little
question that Babecock Energy is extremely
well-placed to harvest the benefits of its
recent investments. However, Lord King
has guite pointedly not ruled out the
prospect of the energy division being
disposed by the new group. Indeed,
Babcock Energy would sit uneasily with
FKI*s typical objectives., First, the
substantial costs of re~investment have
not yet begun to earn profits. Secondly,
the power station reguires regular and
substantial investment over a very long
product cycle, Both of these factors
appear %o be alien teo FKI,

Prior to the FKI takeover bid the energy
division had experienced a strike of
hourly~paid workers during May., This was
provoked by management's decision to
employ four guality control workers on a
contract basis while other emplovees were
being made redundant, More positively, a
further contract for Sizewell B has been
Wot, This involves the automated
inspection of welds on the reactor
pressure vessel. Along with the previous
contract to inspect forgings on the
vessel, the new contract will secure some
20 jobs in the non-destructive testing
department, of the Babcock Hesearch Centre
at Benfrew. &s part of the managenment
consortium of the Royal Naval Dockyard at
fiosyth, the company is jikely to be
invited to tender for an £8m contract to
modernise the Phalanx anti-missiie system.

As expected, the Howden Group's results
for the 12 months to 30 April reflect the
company's troubles during the year.
turnover was down to £152.3m {from £224p
in 19856-86) and profits earned on this
activity followed, at £7.04m (£11.7Tm}.
However, exceptional provisions of £7.8m
reduced this figure to only £142,000,
When a tax credit and the costs of
eliminating certain elements of the
business are taken inte account a final
loss of £1.28m was reported. Of the
exceptional provisions, £6.7m represents
the writing-off of losses at the troubled
California wing park. This venture has
now reduced profits by £13.2m since a
further £6.5 has been offset against

previously deferred profits, Evidently,
many ©f these charges on profits are
unjikely to be repeated in the future
since they relate either to the windwpark
or to the restructuring of the company.
In consequence, the firm is moderately
confident about its prospects for the
future. It has received a £1.5@ order
from Sweden for a Th0kw wind turbine of
the type pioneered in Californis and
already ordered for 3Shetland. The
machine is to be commissioned in
Gothenburg by mid-1988 and is important in
two respects.,  First, it represents some
of the first returns to Howden's £50m
investment in wind power generation.
Secondly, Sweden is committed to phasing
out nuclear power by the end of the
century and successful delivery and
operation of this machine may open up a
potentially rich market for the Group.
The successful tunneling division has
already won a £10m order for two tunnel-
boring machines for the Channel Tunnel.
A further 4 similar machines will be
required and the company is hopeful of
securing these orders. However, failure
to do so may call into question the long«
standing 'ne redundancy’ agreement,

Oil~related activity has been patchy in
the wake of the downturn during 1986,
UIE at Clydebank is in serious trouble,
the yard's workforce having been further
reduced in recent months, while McDermott
at Ardesier announced 70 redundancies in
May. More positively, Shell and Esso
have announced that they will go ahead
with the development of the Kittiwake
ollfieid at a cost of some £350m. The
project will include a 6,000 tonnes jackei
order worth £40m with work starting in
1980, Highland Fabricators and McDermott
will be the most likely contractors for
this job., Hall RBussell of Aberdeen has
won the contract te re-furbish and upgrade
a former Amerada Hess floating production
vessel. The vessel is currently
undergoing initiagl comversion at Highland
Fabricators,.

As part of the annual round of pay and
conditions negotiations, Weir Pumps has
reached an agreement under which the
workers will be responsible for inspecting
their own work for guality. this is the
final step in the process of introducing
filexible working practices and initial
resuits of this scheme show that the
amount of rewwork nesded in the company's
production ceils has been cut by half.



The company has also begun moving ifo a
version of the just-in.time process and
this has cut by half the amount of work-
in-progress on the shop~-floor. 1In June
it was announced that the Group had landed
a contract to Lest the cooling pumps for
Sizewell B prior to delivery, however, the
significance of the order lies in the fact
that Welr can now compete for testing work
from other countries building PWRs.

Turning Lo more general company news,
Cummins has commenced production of its 10
litre engine for railcars at its Shotts
plant. The company sees major
opportunities in the Eurcopean locomotive
and railcar markets in the near future and
wishes to exploit these. Mining
equipment manufacturer Anderson
Strathclyde has cut 50 jobs at its
Glenrothes site due to the downturn in the
coal mining industry, Paisley-based Eadie
Brothers, the Manufacturer of textile
machinery accessories and components, has
been bought by Kanai Juyo Keogue of Japan
for £2.35m:, Thnere is said f£o be no
danger to the G4 jobs in the town and the
new group will be a dominant force in the
market. 4 H Carruthers of East Kilbride
has won an order worth £1.364m from
Caledonian Paper for 11 cranes at its new
plant at Irvine. The cranes are
scheduled to be delivered in February 1988

and to be commissioned in Aprii.-

International Twist Drill {ITD} of
Feterhead has bought Morse Tool of New
Bedford, Massachusettis from Lambert
Congolidated TIndustries for $8m, ITD was
the subject of a buy-in two years ago and
now has an annual turnover of £10m and
employs over 400 people in Scotland,
Frgland and the Netherlands, NEI Feebles
is to make 160 people redundant from its
Edinburgh plant.

Hopes of retaining even a token
manufacturing facility at the Caterpiliar
plant in UYddingston have all but
disappeared. The episocde earned little
attention during the General Election
campaign and has been largely ignored
since then; and the working party which is
seeking an alternative operator for the
factory is fast running oct of time.
Meanwhile, the company announced improved
results for the secornd quarter of 1987.

Training continues to be a divisive issue
within the industry, The large companies
which wish to see the demise of the EITR,
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or at jeast its dimunition, have renewed
their attack via an article by Ford UK's
senior training manager. This makes
ciear the group's view that both the MSC
and the EITB exaggerate the problem of
skiil shortages. The companies claim to
represent meore than one third of the
workers covered by the Board., Following
its vperiod of consultation about its
future activities, the Board has,
provisionally, opted for the compromise
position of tightening-up the levy-
exemption rules but making no deciszion
about fundamental changes in its role,
The final decision will be taken in
October.

ELECTRONICS

Elestr,osl & insteument engineering oulpul
{3888 » 198}

226 ™

184 3

-1

149

t T H H H
1#e iFEg 1yH2 iPES j3.11

The Scottish index of production for
electrical and instrument engineering
reached a new high in the fourth guarter
of 1986, It topped the 200 mark, first
recorded in the second quarter of 1985,
and was reported at 201, 18 points (10%)
up ot the previous quarter., Despite this
improvement the year-on-year index
measuring 1986 against 1985 fell by 6%
because of the poor performance in the
first three quarters of 1986 (following
the semiconductor siump).

More recent information about business
optimism in ithe elecironics sector
indicates that the production index for
1987 will reach new heights, The jast
three Seottish Business Swrveys have shown
buginess optimism in the secktor to be
ranning zhead strongly. The July survey




also showed new orders increasing in a
balance of 36% of firms responding,
representing a substantial change from
April when, on balance, no growth in
actual new orders was recorded.
Employment in the industry inereased in
434 of firms over the last three months
while it fell in only 12%. On balance,
45¢% of firms expect to take on more
workers in the next three months and,
pleasingly, predictionz are that this
increase will not be confined to female
workers,

Perhaps the most significant result from
the Suyvey is the response to the question
concerning investment intentions., 38% of
respondents had revised upwards their
investment intentions for plant and
eguipment {only 1% had revised these
downwards} and 32% revised upwards their
intentions for buildings upwards {(with 1%
revising downwards again). ‘these are by
far the strongest suggestions that
investment is recovering since 1985. In
the midst of this industry optimism more
good news in the form of new ventures and
expansions was announced recently., The
first Scottish«Jdapanese joint venture is
set to come to Cumbernauld in the near
future. The tie-up, between Hinari {of
the UK) and Shinton, will result in a
video cassette recorder manufacturing
operation employing around 250,
Initially 50 workers will be taken on in
the £4m venture.

Indeed, Japanese firms figured prominently
in the news elsewhere. OKI Electric
Industry is to set-up a test and sssembly
plant for printers in the old Burroughs
factory at Cumbernauid. 380 jobs will be
created and production will be geared
towards both the UK and European markets.
Another cassette firm, Mitsubishl, is
expanding 143 Livingston operation with
the creation of 2900 new Jjobs and HNEC
semiconductors, alse sited in Livingston,
is accelerating the introduction of its 1
megabit chip lire by & months., A further
100 employvees will be added to the NEC
workforee with this development.

This asctivity by Japanese firms, to a
limited extent, confirms the view
expressed in the May Commentary that the
strength of the yen and the trade disputes
centring on Japan's reluctance to open its
markets, are accelerating Japanese
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investment in overseas ventures,

Offaetting job gains and losses were the
resuit of two other recent anncuncements.
Prestwick Holdings, an indigenous firm
manfacturing printed circuit bvoards, made
60 people redundant from its workforce of
840,  This follows two bad trading years
for the company. However, BB
Laboratores Lid announced the setting up
of a research and development operation at
Ricearton Research park in Edinburgh.
The £500,000 investment will result in
jobs for 60 engineers and scientists.
The "quality" of these job gains would
appear to be higher than the Prestwick job
losses, and it is this type of employment
that the Scottish economy badly needs.
Nevertheless, this provides little
compensation for the redundant Ayrshire
workers.,

An element of concern shouid be volced
over the short-term future of one of
Scotland's largest electronics sectors -
defence. Over 25% of employment in the
Scottish industry is involved in defence
and avionics work and, while Ferranti's
Scottish defence operation performed very
well last year {contributing over 50% of
the firm's profits}), indications are that
government expenditures, both domestic and
foreign, will be less buoyant than in the
recent past. Thorn-EMI, Plessey, Marconl
and Racal have, between them, shed over
1,800 workers in the last three months.
A fall in spending in Middle East defence
marikets has been pinpointed as the major
contributory factor but that may just be
the tip of the iceberg. For the first
time in over ten years there is sel tobe
a fall in defence electronics spending in
cash terms in 1987-88.  The budget for
that year is planned to be £Z2.4&bn, £60m
less than in 1986-87. The Ministry of
Defence’s push for greater production
efficiency has not vet resulted in any
Scottish job losses (even though Massey,
Marconi and Racal have substantial
Scottish operaions) put 1t should surprise
ne-one if industry growth in this sector
is severely curtailed over the next year
with, perhaps, some consequent job losses.

TRANGPORT EXXVEPMENT

The news, in late July, that British
Shipbuilders had suffered losses for the
vear 1986-87 came as little surprise.



The fact that the losses were as high as
£i48m, £11m more than in 1685.86, is
somewhat disturbing. In 1985-86 losses
were running at approximately £14,000 per
employee per annum. This has now risen
to around £20,000 per employee per annum.
It should be obvious that losses of this
magnitude in the public sector will not be
sustainable for long. Fortunately, the
outlook for 1987-88 does appear to be
marginally brighter.

One of the main reasons stated for the
poor performance of British Shipbuilders
was the under-utilisation of labour and
non~recovery of overheads. In other
words, there was not encugh work during
the year to suppori the levels of manpower
and facilities left in this much curtfailed
industry. In the past few years
shortages of work have been met with
further reductions in capacity and the
workforce, however, it is arguable that BS
have contracted to the limit. Only
Govan, Appledore-Ferguson and Sunder)land
Shipbuilders are left as shipbuilding
cperations within the company ie five
sites from Devon (Appiedore) in the south
to Glasgow in the north. {Sunderland
Shipbuilders includes the oid Austin-
Pickersgill yard). With so few yards fo

choose from the type of order sought by BS

is necessarily becoming more limited and,
as mentioned in the May Commentary, it is
to the higher quality, higher price ends
of the market that the company is now
looking. Couplied with this strategy is
the concentration on winning ferry and
¢ruise liner orders - areas where Govan
and Fergusons have been successful in the
recent past.

In world shipbuilding terms the UK is now
a bit~part plaver. The table shows world
order books as of the f{irst quarter of

1987,

Wnen an upturn in shipbuilding ackivity
comes, and industry analysts predict that
this will not be before the eariy 1940s,
the UK will be in no position to pick-up a
large volume of new orders. It is
therefore sensgible for the YK to
concenirate on finding a niche in the
market rather than spreading the design
and development net too wide.
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Total orders

miljdion
Counstry {gross tons)
Japan 4.94
South Korea .46
Yugosiavia 1.21
Ttaly 1.08
Poland 0.98
Brazil 0.56
China G.69
West Cermany G.62
Dermark 0.61
Taiwan G.61
East Germany G.54
India D48
Finland .45
Spain 0.38
France 0.28
K .26
Other 2.14
Total 20,59

Source: Lloyds' Register of Shipping

Govan shipyard was singled out in the BS
accounts as a major contributor to the
losges. However, with its newly won
contraet for three Chinese containerships,
due to begin in October, the next two
years should be much more healthy.
Guarantees of employment for the vard's
workforce until 198% will not stop
management searching for further orders.
They well know that the 1988-9% period
might be the toughest of all in terms of
winning conftrazets as the already cut-
throat worldwide competition intensifies.

One order which would almost certainiy
guarantee Govants existence into the next
decade would be the rumoured £200m
contract for a 75,000 tonne luxury liner.
The Institute of Production Engineering is
heading up a group which claims the
contract will bring 25,000 new jobs to
depressed areas in the UK. While claims
about this number of jobs appear dubious
and some of the altruistic claims for the
consortivm difficult to believe, the
placing of such an order would guarantee
employment at the successful yard for 4 to
5 years..

In other Scottish shipbuilding operations,
news over the last 3 months has been
mixed. The Port Glasgow operation of
Applodore«~Ferguson won an £8m contract to
build a ferry to serve the Western Isles
and a variety of small, short«ternm
contracts have been placed with the Hall



Russell shipyard in Aberdeen which has led
to laid-off workers being re-employed.
However, the Ministry of Defence contract,
said to be worth £10m, for three small
craft has not yet been {inalised with the
Scott-Lithgow yard. Hail-Russell will
undoubtedly be pushing for inclusion in
the bidding for this contrzet and if past
records are anything to go by, are likely
6 be better placed than Scobt-Lithgow to
win it.,

Cne other famous Ciyde yard, John Brown
(now trading as UIE), announced 200
redundancieg in June. This leaves ¢
skilled men at the module building vard
and the prospect of compiete closure in
the near future.
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The latest Seottish index of industrial
production figures reveal that over the
final quarter of 1986 cutput in the
chemicals and man-made fibres sector fell
by 1% to stand at 107 (319B0 = 1003,
Furthermore, when the 4 guarters to
December 1986 are compared to the four
quarters a year previousiy output has
fallen by 5%. These figures confirm a
continuation in the downward trend in
output which has been evident since the
first guarter of 1985 when the index
peaked at 1%17. In contrast, the UK index
stood at 124 at the end of 1986
registering a 3% increase over the final
quarter and a 1% rise over the year,

Despite these figures, the July Scottish
Business Survey provides some grounds for
expecting some improvement in this sector.
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A balance of 20% of respondents were more
optimistic about the general business
situation in their industry than they had
peen 3 months previously and this follows
substantial balances of increased optimism
in the January and April Surveys.
Indeed, there i5 some confirmation that
this was not misplaced as a balance of 75%
of respondents report an upward trend in
the total volume of new orders received in
the 3 menths to July, whilst a balance of
39% report shove average sales over the
same period. These trends are expected
to continue in the three monthg to October
1987, with balances of 38% and 61%
expecting above average new orders and
sales respectively. = However, these
trends are not expected to be reflected in
intreased employment opportunities in the
industry. For the preceding 3 months a
balance of 40% of respondents report a
downward trend in employment whilst a
balance of 38% expect such a trend in the
coming period. As pointed out in the
Janvary Commentary, this dichotomy between
expected outpud growth and employment
deceline may, in part, be explained by
responses to the question on investment
intentions. There {s some evidence of an
upwWard revision of intended investment in
plant and equipment with the aim of
increasing efficiency. It is possible
that firms in the industry view increased
efficiency and labour-saving capital
investment as moving hand-in-hand,
Cepacity utilisation is at & very low
level and the major constraint on output
is a deficiency in demand.

In June, the BOC group announced that it
18 to expand its liqui¢ gas production and
distribution facilities in Scotland. Tt
intends to operate a new ligquifier plant
at Motherwell with s ftotal investment of
around £10 million, The plant will have
an output of 600 tonnes of liquid and
nitrogen per day, representing a &-fold
increase in BOD's capacity in Scotland.
Ho details of the employment implications
are available as vet.

Low and Bonar, the Dundee-based group,
made further acquisitions in June, They
agreed Lo pay £4.5 million for the Duteh
company Fusion Kuntstoffen and around £4
miliion for a 50% holding in the German
company Rhein-Conti Kuntstoff, The
Iatter scquisition means that the group
noWw wholly owns the German company. Both
these companies specialise in the
production of large plastic mouldings.



TEXTILES, LEATHER, CLOTHING & FOUINEAR

Toxtavey. wveathe~, ciotiuag & Fatrleass A pdtl
T e P

108

e

s T 7 ; ]

1578 PR 1FHE 1984 1¥EA

The official index of industrial
production for fthe textiles sector in
Scotland decliined by & single percentage
point from the third to the fourih quarter
of 1986, 1986 as a whole was a stagnant
year for the industry in Scofland. While
output in the sector fell by three
percentage points between 1985 and 1986 in
3cotland, over the same period the

comparable index for the United Kingdom

showed an increase of one per cent.

Responses to the Scottish Business Survey
from thirty seven firms engaged in the
textile industry showed that there was no
change in the state of business confidence
as gompared to three months previously.
However, as before, the figure for
Scotland as & whole concealed a sharp
geographical divide: respondent firms
who were members of the Glasgow Chamber of
Commerce were more optimistic than their
counterparts in the rest of Scotliand., A
balance of 44% of respondenis reported
that the volume of their new orders had
inecreased over the past three months,
while an even more significant balance of
almost T0% expected the volume of new
orders in the next three months to
increase,

While the balance of respondents reporting
an upward trend in employment was 25%, it
may be noteworthy that these expectations
related almost entirely to increases in
female employment. Trends in male
employment appear Lo be quite fiat.
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However, & balance of 40% of respondents
had revised their investment intentions
upwards compared fo the similar survey
three months age, with twice as many
companies reporting that the most
important reason behind their investment
decigion was cost-cutting rather fthan
capacity-expanding.

Fowr years ago the Scottish management of
Babygro Holdings bought the company from
its U8 parent. Last month, the company
achieved a full Stock Market listing,
which valued it at £13.6 million. It now
empioys 1,200 in factories in Kirkealdy,
Cowdenbeath and Methil, together with
others in Dublin. About B0% of its output
is now sold under own-label fo the large
muliiple retailers, such as Marks &
Spencer, BHS, Tesco and Mothercare,

There was bad news in June with the
closure of three subsidiary companies of
Dawson International in Coatbridge, Irvine
and Alva. More than 300 jobs are
estimated fo have been lost, mainly as the
residt of foreign competition, However,
the Dawson Group &as & whole managed to
push its full-year pre-tax profits up 1%
from £42.1 miillion to £86.7 million,
despite the loss of trade in its quality
knitwear occasioned by the fall in U3
tourism in the summer of 1686, Both
textile exports and imports appear to be
highly sensitive fo exchange-rate effects,
Exports of fextiles from the UX to Europe
in the first quarfer of this year were
buoyed up by the weakness of sterling
against other European currencies. By
contrast exports %fto North Americs,
Austraiia and Hong Kong in the same period
were hampered by the relative strength of
sterling against the dollar, &t the
annual geheral meeting of Coats Viyella,
held in Glasgow in June, the annual pre-
tax profits of £182 million on a twnover
of £1.34bn were announced. The Chairmpan
stated that all of the Scottish businesses
were doing well and therefore the jobs of
the 5,000 employees in Scotland were safe
for the time being,

PAPER, PRINTING AND PUBLISHING

The Index of Production of the Scottish
paper, printing and publishing industry
recorded a rise of six points during the



fourth quarter of 1986 to stand at 112.
This was the third successive quarterly
rise in the Index and between the fourth
guarters of 198% and 1986 output grew by
almost 9%. The secend half of 1986 saw
particularly vigorous output growth with
the series reaching its highest levels for
7 years. In the UK as a whole, oulput
also grew during the final quarter of the
year although less strongly than in
Secotland, the fourth quarter figure of 100
being 3 points above that for the third
quarter.
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In contrast, the July Scottish Business
Survey suggests that the industry was
faring less well ipn the three months to
the end of June. A& balance aof 19% of
firms reported a reduction in optimism
since March although both sales and orders
increased overall. It is notable that
only sales to and orders from the rest of
the UK increased while the domestic and
export markets contracted. Employment
fell among & net 15% of firms while a
further 19% expect job losses between July
and September.

In an otherwise quiet quarter, the main
company news concerns the dispute between
management and jJournalists at Scotsman
Publications Ltd, the Edinburgh-based
publisher of the 3Scotsman and Evening
Hews. The firm is part of Thomson
Regional Kewspapers which, in turn, isa
subsidiary of the Canadian multi-national
Thomson Crganisation, The Scotsman
conflict is the most recent of several
within the ¥R¥ group, Aberdeen Journals
naving experienced a similar dispute.
The problems in the Group's newspapers
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have generally arisen as a result of
management attempts to introduce new
technelogy and working practices, and this
is a key issue' in the Scotsman case.
Management is seeking new working
practices, including a S-day week for some
employees instead of the current 4 days,
in return for higher pay and new
investment. However, there is more to
the dispute than questions about the
introduction of new technology. First,
it is alleged that TRN is steadily
“picking~of f" the newspapers in the group
in order to assert the authority of
management over workforces and that it is
using the issue of new technology te
provoke disputes which will allow the
management to adopt a harsh posture.
Certsinly the Scotsman management took a
particularly hard line during the recent
dispute, sacking the journalists at one
point and unilaterally altering conditions
of woerk when the journalists returned to
work. The secord queation raised, by the
unions, 1is that of the status of the
Scotaman within TRN.  As the groug's name
suggest, it is a regional newspapers
organisation with certain centralised
news—gathering services such as foreign
and parliamentary reporting. The
Scotsman, however, is regarded as a
national Scottish newspaper which has
traditionally drawn copy from its own
editorial and reporting staff, not from
TRN. Yet the Scotsman no longer has any
foreign correspondents and it has been
suggeated that it surrender its London
of fice and use TRN's services instead.
Thus, the unions believe that TRN is
seeking to undermine the newspaper's
status, relegating it to the same level as
the English regional newspapers within the
group. these two issues of managerial
prerogatives and the future role of the
newspaper are at least as important as the
apparent source of the conflict, new
technology.

Following the decision of Caledonian paper
to locate a mill at Irvine, North British
Newspring, a subsidiary of Stirling Fibre,
is considering 3 Scottish sites for a £130
miliion paper mill.

Services

BANKING, INSURANCE AND FINANCE

The ssle of the Clydesdale Bank emphasises
the dramatic reorganisation of Scottish
banking that has been a feature of the



last five years. The merger of the Royal
Bank with Williams & Glyns after the
eariier abortive takeover bids together
with the sale by Lloyds Bank of its
sharenolding in the Royal Bank of
Scotland, the sale of Barclays holdirg in
Bank of Scotland to Standard Life, the
reorganisaetion of the TSB and ifs move to
full banking status, apd now the sale by
the Midland Bank of its {lydeside
subsidizary, represent 2 massive
redistribution of the ownership of
Scottish banks af fer decades of relative
stability.

3cottish banking has z long and
distinguished history. It was responsible
in the eighteenth and early nineteenth
centuries for & whole series of banking
innovations, including the cash credit {a
precursor of the overdraft), interestw
bearing deposits and branch banking.
However, banking legislation in the mid
nineteenth century effectively killed
further innovation whilst at the same time
protecting existing participants from
effective competition., Theresuit wasa
reiative decline in Scottish banking
uitimately resulting in English banks
acguiring ownership stakes in the Scottish
banks. Management control, however,
remained largely in Scotland and the
Scottish banking system could be
characterised by its relative stability
and a slow rate of change and inpovation.
More recently the decades of slow
sdaptation have been replaced by increased
competition, more rapid and determined
innovation and an unscrambling of all the
ownership stakes of the English Clearers.
It is cleariy of interest o consider the
reasons for these changes.

At the heart of the current fundamental
changies in the nature of financizal markets
has been a reduction in regulation
combined with attacks on restrictive
practices. Financial markets have been
opened up to increased competition. This
has led to an influx of institutions from
overseas and the realisation of the
opportunities resulting from the greater
integration of the activities of market
participants., Instlitutions are now
permitted to expand intc new areas of
financial markets removing in the process
the wvalidity of wmany institutional
distinctions, Competition is now largely
by product rather than tightly controlled
with a segmented instiutional framework.
Increased competition from overseas has
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also largely removed the geographical
segregation of financial markets so that
the UK domestic banks are under increased
threat, both from other banks and other
financial 4institutions such as the
building societies, Competitive forces
have strengthened., In the face of this
increased competition, the Scoitish and
English banks have been faced by s need
for charge.

For the consumer it is the range of
financial services and intermediaries
available that matters and not its origin.
Savers may prefer to deposit money with a
Scottish Dank but this preference will not
count for much if the interest rates they
receive on deposits are lower than those
offered by other institutions, or if the
particular financial service consumers
require is unavailable, The clearest
advantage the Scottish institutions
possess is their ease of zecess to logal
markets. Scottish institutions have a
degree of knowledge of local conditions
that cannot easily be learnt except by
ciose involvement with customers and
companies. Their branch network provides
a mechanism for acquiring information and
improving communications with customers as
well as offering geographical advantages
of improved availability and access.
However, the evonomies of branch networks
are becoming increasingly unfavourable.
Staff are an expensive rescurce and high
ealibre staff are in short supply. The
needs of businesses have become more
complex requiring better facilities and
more head office imnvolvement, whilst the
communication revolution has reduced the
need for local branches and the costs of
information transmission., At the same
time the marketing needs of the banks
require s substantial new investment in
poth facilities and people if branches are
te play their full part in selling the
banks services. In short, whilst the
pranch network still has an importnt part
to play in the marketing strategy of &
bank, 1t is but one of several
distrivution channels. To be able Lo make
its full contribution to the success of
the bank in the new competitive
enviroment, the majority of bank branches
require considerable upgrading and
rationalisation involving large scale
investment.

Against this background the changes in the
Scottish banking sector, and the sale of
the Clydesdale in particular, should not



be at all surprising. 'The Scottish banks
almost certainly have an excess of
branches given current technological
changes and the cost of maintaining branch
of fices., Their branch networks reguire
modernisation and rationalisation as the
Clydesdale, which announced a round of
cuts last December, has admitted, whiist
the other 3Scottish banks continue to
systematically rationalise their branches.,
To bring the branches up to the level
required for selling & range of financial
services will require substantisl and
prolonged cash commitment, The Midland
certainly does not have such cash to
spare. Faced by non-payment of interest
on a substantial part of its Latine
American debi, together with the cash
needs of its own bDranch network and wider
financial intermediary aspirations, the
Midland is not in a position to fund
widespread improvements in the branch
network of the Clydesdale. Indeed, doubts
persist over the wisdom of such
expenditure. Can bank branches become
financial supermarkels selling a wide
range of financial services? The benefits
£o the banks if they can are clear but
experience elsewhere does not suggest that
the consumer is easily persuaded to use
one branch or indeed institution for all
their financial needs. Considerable
reservations must be expressed about the
ability of the banks to succeed in selling
through thelr branches a wide range of
financial services, It is too early to
know if the Midland's management is making
a wise decision in reducing the size of
its branch network by selliing the
Clydesdale. The sale reduces the bank's
exposure to risks arising from
technological innovation in the marketing
of financial products ang leaves it free
to construct a new lean branch network in
Scotlard.

The purchaser of the (lydesdale, the
National Australian Bank is gaining a
foothold in the UK and European markets,
The bank has announced its intention of
expanding into England to create a strozng
network ang in purchasing the Clydesdale
it has secured a recognised name, head
office and personnel., However, given the
regional imbalance of the Clydesdale
within Scotland and the uninspired
performance of its management in recent
years - although that may have been the
result of an envircenment in which funds
were short and decision making complicated
by the drive of the Midland Bank to
centralise decision making ~ it is
difficul: to see the particular henefits
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that acguisition of the Clydesdale offers
over the use of an equivalent smount of
¢ash on grass roots expansion in the UK,
There can be iittie doubt that the process
of branch rationalisation at the
Ciydesadale wiil continue and probably
accelerate although the company may take
greater c¢are than the Midiand to
ameliorate the shock of the surgeons
knife. It remains frue that the National
Australian Bank will be looking for a
significant and growing return on its
investment and that this is unlikely to be
provided given the siow growth of the
Sceottish market. Supstantial
reorganisation of the management ahd
headquarters must also ogecur as =&
mansgement team that has been on the
defensive fighting off the centralising
tendencies of the Midland, adopts an
agressive, expanding personna., In
addition, management functions, previously
carried out by the Midland, must now be
carried out in«house or remitted to the
National Australian Bank for
consideration. Branch expansion will be
predominantly in England rather than in
Scotland although there may be some head
office expansion. The takeover nmust be
more important in preventing substantial
employment logses from Scotland than in
creating new job opportunities. Doubts
must also be expressed about the bank's
long-term future in Scotland., Banking,
particularly international and corporate
business, in the UK is concentrated in
London, It is questionable whether any
bank interested in building an
international network as the Hational
Australian Bank appears to be, will be
content, in the Jong term, with its
headquarters in Glasgow. In the short-
term the change in ownership of the
Clydesdale must be & good thinmg for
Scottish customers and the bank's
employees, The lomg-term future is much
more probiematic,

DISTRIBUTIVE TRADES

In line with previously expressed
expectations, a net balance (+37%) of
Seottish wholesaler respondents to the
July Scottish Business Survey reported an
increase in sasles volume over the second
quarter of this year. Furthermore, 55%
of respondents expected further sales
growth in the third quarter, while only
129 expected a decline. However, the
relatively healtny trend in sales
perfomance was not matohed in terms of



employment, with a net 7% of wholesalers
recording job losses during the second
gquarter. On balance, both full-time and
part-time employment declined, In spite
of their optimistic outlock on sales,
wholesalers, overall, expected further
employment reductions in the third
gquarter,

The geographical pattern of wholesale
responses to the July 3B3 is shown in
Table 1. Edinburgh wholesalers had 2
particularly good second quarter, more
than realising the predictions made by
reapondents to the April SBS. In
contrast, Aberdeen wholesalers experienced
a further net decline in sales in the
three menths te June and also accounted
for most of the halance of reported job
losses. In spite of a good overall
second quarter performance and
expectations of further short-term sales
growth, Glasgow wholesalers predicted
quite a sharp fall in third quarter
employment.

Table 1 Geographical response to July
1967 5BS: wholesaling

Balance of respondents in:’

G E 3] |
3 3 ] 3

Overali
confidence UP +38 +37 +55 ~32
Actual sales UP +37 +90 +39 w32

Expected

sales Yp 458 B2 +15 + 1
Actual

employment UP + § 17 - 3 w7
Expected

employment UP =33 +i2 -2 =37
Investment
intentions UP 414 +30 +20 +13

Key: G

Glasgow, E = Edinburgh
b o

Dundee, A = Aberdeen
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In contrast to the rather variable
guarter-to~quarter sales performances
reported by Scottish wholesalers, Scottish
retailers have been consistently recording
net sales increases and this frend is
continuing according to the July 3BS

returns. A& net 31% of retail respondents
indicated that sales had grown between
April and June and 2 balance of §0%
expected further increases in the third
quarter.

Total reported employment in retailing
again rose by a modest amount during the
second quarter, Increases were nofed in
both part-time and, to a lesser extent,
full-time employment. Encouragingly, a
balance of 12% of respondents expected a
further increase in jobs before October.
Table 2 shows geographical details from
the July SBS for retailing.

Table 2 Geographieal response to July
1987 SBS: retailing

Balance of respondents in:

G E 3] A
% 3 3 3

Overall
confidence UP 431 =25 + 2 -7
Actual sales UP +53 wgi +25 w2

Expected

szles gp 80 +60 3 -2
Actual

employment P .17 wiib w3 +15
Expecied

employment UP  +3H w22 +11 +11
Investment
intentions UP +15 w22 w15 +31

Key: G
D

Glasgow, E = Edinburgh
Duntiee, A = Aberdeen

Following a wellwestablished pattern,
Glasgow retailers on balance oubperformed
the all-Chambers average in terms of
second quarter sales growth. After
showing a small first quarter incresse,
Averdeen retail sales returned to the
pattern of decline exhibited during most
of last vear,

In April, Edinburgh retailers wvere
pessimistic about sales prospects for the
second quarter, and this appears to have
been justified by the net decline in sales



recorded in the July survey. However,
both Glasgow and Edinburgh retailers were
notably optimistic concerning sales
prospects for the third gquarter.

TOURESH

Tourists, following the conventions
established at the 1963 United Nations
Conference on Travel and Tourism, are
officially defined as people staying
overnight in places other than their
normal place of residence for any of a
wide range of purposes - leisure, ie
recreation, holiday, health, religion or
sport; business; miscellaneous other
purposes. Domestic tourism within Britain
expanded steadily throughout the 19th
century and for much of the present one,
while international arrivals jumped a
factor of twenty between 1960 and 1980,
Wnile the former has shown little upward
movement over the last decade, the latter
continues to record a pattern of growth:
expenditure of overseas tourists to
Britain at constant prices increased from
£2,560 million in 1975 to £3,5629 million
in 1885,

Table t Volume and value of Scottish

towrian, 19086
Bed- Expendi-
Trips nights ture
(millions) {millions) &m
Domestic
tourism 11,9 55,6 1,224
Overseas
tourism 1.2 13,0 320
Total 13.1 68.6 1,544
Souxce: STB

In Scotland, official estimates for 1986
suggest that Scotland received just over
13 million tourists, of whom 91} were
domestic ie Britons visiting Scoiland (see
Table 1), Overseas tourists made up the
remaining 9%, and accounted for roughly
one out of every five tourist pounds spent
in Scotland. It should be noted that
bednights generated by these 13 million
tourists were down 2% on last year and 11%
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on 1984, Most of Scotland's leading
tourist attractions grossed lower arrival
attendance figures in 1986 than those
achieved in 1985. The fsll-off was as
high as 2#% in the case of the
Killicrarkie Visiter Centre (see Table 2).
The Highlands and Islands region
experienced a 4% and 6% drop in hotel and
seif-catering occupancy levels, As the
Highiands and Islands Developent Board
opines in its latest annual report, 1986
was Ya difficult seasont,

Tabie 2 Annual attendance figures at
leading Scottish attractions,

1986
%o of 1986 compared
adeissions with 1985

(1 000s)
Edinburgh Castle 832 -10.9
Loch Hess Centre 200 «10.0
Stirling Castle 197 ~ 5.3
Glencoe Visitor

Centre 126 - 8,1
Blair Castle 124 - 5.2
Scottish National

Gallery of Modern

Art 122 - 8.6
Inverewe Gardens 121 - 2.9
Scott Monumenet g8 - 0.7
Culloden Visitor

Centre gy -310.0
Scone Palace 9% ~13.6
Waverley Paddie

Steaner 88 14,1
Inveraray Castle 80 w11.6
Crathes Castie and

Gardens 78 -
Killicrankie

Visitor Centre 68 25,2
Brodiek Castle &

Gardens 53 - 0.1
Hopetoun House 51 »1g,2
Bannockburn Centre 50 -12.9
Loch Garten Nature

Reserve 50 «13.1
Soree; STB

For 1987 there are some early signs of
encouragement, The weather has been
kinder with occupancy levels for self-
catering accommodation during April and
May showing a marked improvement on 1986,
The newly appeinted Chief Executive of the
Scottish Tourist Board, Tom Band, is
confident that performance generally will
be up on 1986.



The Labour Market

Developments in external labour markets

Recent data on employment in Scotland is
given in Tables 1 and 2. €are is needed
in the interpretation of this table as no
seasonal azdjustment has been applied.
The periocd December 1985 to December 1986
shows a swall increase in total employment
(approximately 17,000 persons); nale
employment fell slightly over the period,
whilst female employment rose by a more
than compensating magnitude. Part-time
female employment continues to grow
steadily, as has been noted in recent
issues of the Commentary. Manufacturing
employment fell by 14,000 during the vear
to December 1986, thus accounting for
almoest all of the total change.

Significant f£211s in emplovment may also.

be seen in the energy and water supply,
retail distribution and primary sectors.
Sectors which generated significant gains
in employment were construction {which has
suffered severely in the recent past) and
panking, insurance and finance.

Much public debate has recently been
concerned with the question of whether &
sustained growth in emplovment has now
begun., Shorf-time series such as those
given in Table 1 and 2 cannot help in
settiing such a guestion. Frequent data
revision creates difficulties in splicing
together information from successive
guarters. Some comment and analysis of
longer term employment trends was
presented in the May 1987 issue, This
issue will be examined at length in the
next issue of the Commentary,

One source of employment growth in
Scotland in the past decade has been the
growth in the numbers of persons covered
by so-called "special measures®, It is
rot appropriate here to enter into the
debate as to whether such schemes create
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genuine employment or not, but it is clear
that the measures will have a significant
impact upon the recorded shares of persons
in the employment/unemployment categories.

Table 3 presents an analysis of the
numbers covered by Special Schemes since
1975. The overall total shows a2 dramatic
rise since that date from 6,800 to over
§0,000, with the rate of increase having
fallen significantly since 1980, and with
small reductions in the numbers covered
since January 1986. It is unciear what
effect this set of schemes has had upon
the unemployment totals; more will be said
upon this matter in the following section.

UNEMFLOTMERT: STOCES AND FLONS

The most recent officially publiished
unemployment data is presented in Tables &
and 5. Looking first at the stock of
upemployment, it can be seen that the
total fell in June 1987 to 333,600, In
the last 6 months, seasonally adjusted
unemployment has fallen by approximately
16,000, with falls recorded in 4 ont of
the 6 months, The average monthly change
over the 6 months Lo June was a fall of
£2,360 persons. The drop between April
and May of 8,600 was particularly large.
4t 13.5% the unemployment rate was lower
in June thap in any month during the
previous vear. Nevertheless,
unemployment remains higher than it was at
the begimning of 1986. Furthermore, it is
hard to find support in Scottish data for
the buoyant optimism that often surrounds
announcement of recent UK data. For -
example, the UK total rate of 10.5% is
zround one quarter lower proportionately
than the Scottish figure; UK unemployment
has fallen in each of the previous 12
months, and the rate of fall in UK
unempioyment has been {more or less)
continualls: increasing over the vear.

What can be szid about the situation



Table ¥ Employment: Scotland Employees in employment

Agricui~ Metal Metal
ture marsl o goods,
forestry Energy turing engineer- Other
and and water and ) ing amd At ac- Construc—
fishing supply chemicals vehicles turing tion
$IC 19680 0 k! 2 2 4 5
Seotland
1985 Sept R 36 58 53 18¢ 19% 140
Dec R 31 5T 53 185 189 139
1086 Mar R 31 54 52 183 186 139
June R 3 51 52 181 185 140
Sept R 30 49 52 17¢ 185 142
Dee 29 45 52 178 184 144
Oreat Britain
1985 Sept R 37 510 798 2,391 2,128 1,005
Dec R 323 559 788 2,363 2,125 997
1986 Mar R 308 B43 a2 2,328 2,096 986
June R 310 533 Tt 2,286 2,099 4991
Sept R 335 624 781 2,284 2,119 1,000
Dec 313 514 Tt 2,053 2,123 1,007
Wholesaie
distribo- Transport Banking Public Education
tion Retail arut adminis- heaith
hotals & distribo- commnt - anxt tration & other
catering tion eation finance & defence  services
Scotliand
1985 Sept R 198 183 117 150 1713 540
Dec R 187 187 116 148 172 436
1686 Mar R 185 181 114 144 174 31
June R 194 178 11% 153 176 438
Sept R 162 178 116 166 178 435
Dec 183 180 115 156 178 439
Great Britain
1985 Sept R 2,200 2,055 1,341 2,078 1,932 4,261
Deec R 2,162 2,148 1,331 2,086 1,945 g,322
1485 Mar R 2,129 2,061 1,324 2,09 1,954 B, 347
June R 2,206 2,055 1,336 2,122 1,956 4,433
Sept R 2,215 2,059 1,3u8 2,161 1,977 4,386
Dec 2,173 2,16 1,340 2,166 1,988 IR Y0
R z revised

Souree:  Employment Gazette
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in Scotland is that the suggestion that
the Bcotiish trends lag behind but broadly
follow the UK pattern is consistent with
the {igures,

The inflows to the stock of unemployment,
shown in Table 5, support a contention of
improving labour market trends, although
it is too early to deteet any stable
pattern over {ime. Broadly speaking,
monthly inflows, whilst larger than their
counterparts of the same month in the
previous year, have shown a decline in the
magnitude of thelir increase. The two
most recent months show falls in their
levels with respect to the previous year.
Qutflows have, on average, been increasing
in magnitude, particularly in the last
nalf vear.

As noted in the previous seciion, the
effect of the various training and job
creation schemes has almost ceriainly been
to reduce unemployment below the level it
would otherwise have been. It is clear
from Table 3, however, that the schemes
cannot explain more than a small
proportion of recent changes in employment
and unemployment, and pale into
insignificance in comparison with the
longer ferm changes that have ococurred
over time,
the figures presented in Table 3 is the
official estilates of the net unemployment
effects of the schemes. The bottom row
yllustrates the goverment's belijief that
the net effect on unemployment is Detween
half and two thyrds of the nulbers of
persons covered by the schemes. This is
due to several factors; for example, some
of the schemes are not designed to
incerease employment, but to switch
employment opportunities towards
particular groups. Taken together with
digplacement effects and nomeregistration
of unemployment by some people who became
unemployed, it would indeed be surprising
if the effect was any larger than that
given by official estimates.

Longer term effects of the schemes may
well turn out to be more imporiant than
short term effects, as these measures will
affect the skills levels of predominantly
young persons; there may also be
beneficial employment effects operating
via changes in the level of real wages as
& result of the schemes. A recent
analysis has been made of the effect in

One interesting feature of
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the UK as a whole of fhe special
employment and training schemes® In
that analysis, Trinder argues that "the
fall in registered unemployment since June
1986 may be quite largely due to the
growth of special employment measures®,
He aiso suggests that the effect of the
recent "Hestart" interview scheme may have
had a significant effect since its
introduction in July 1986.

Table 6 illustrates the Ylikelihood® of
moving into and out of the stock of
unempioyed persons. Previous issues of
the Commentary have stressed the pitfalls
of too literal a resading of such
likelihoods; they represent nothing more
than simple averages of highly variant
processes,  Nevertheless, it is scbering
to note that in Scotland, for males and
females together, the likelihood of
becoming unemployed was higher in the
quarter Lo January 1987 compared with the
quarter to January 1986, Using the same
time periods, the likelihood of ceasing to
be unemploved feil., [Note, however, that
neither change is large.] The experience
in Great Britain as a whole was the
oprosite of that in Scotland.

¥inally, Tables 7 and 8§ present data on
the duration of wnemployment in Scotland.
Previcus issues of the Commentary have
demonstrated the high incidence of long
term unemployment, Much analysis of
economic policy towards unemployment draws
a strong dichotomy between long ferm and
shorter term unemploymenit, often arguing
that public policy measures aimed at job
creation should concenirate on the pool of
longer term unemployed, Apart from any
numanitarian reasons for such a stance,
the economic argument suggests that long
term unemployed people are in sume sense
removed from the active labour market.
Creating employment for ithese individuals,
it is argued, would have much less serious
implications for labour shortages or
bottlenecks and hence for infiationary
pressures in the labour market. Iy
general, it seems clear that well designed
poliey to deal with employment should fake
into account the diversity of the labour
market and not treat the unemployed as an
undifferentiated 'pooll,

¥C Trinder: ‘*Unemployment' pp17-19,
Natignal Institute Fconomic Review, May
1987.



Table 2 Employment: Scotland Employees in employment {thousands)

Produce
Female Index tion and
Sey constracw
Male ALl Part-time Total 1 = 100 tion indus
31T 1980 1-5
Scotland
1685 Sept R 1,049 865 361 1,815 100.6 EY
Dec R 1,038 862 364 1,900 94.8 623
1986 Mar R 1,027 851 358 H 878 98.6 613
June R 1,032 861 361 1,892 99.4 607
Sept R 1 032 859 3581 1 892 99.4 608
Dec 2,023 860 367 1 883 68,9 602
Great Britain
1985 Sept R 11.753 4,345 3,993 21,098 101.2 6,801
De¢ R 11,712 9,434 4,091 21,145 101.4 6,832
1986 Mar R 11,600 9,348 4,058 20,947 100.5 6,731
June R 11,643 4,461 4,140 21,103 131.2 6,686
Sept R 1,705 9,480 4,108 21,186 101.6 6,705
Dec 11 658 9,612 §,227 21,270 102.0 6,674
Index Index Index Index
Sept Produc— Sept Mans- Sept Sept
1984 tion fn— 1984 facturing 1984 Service 1984
= D dustries = 100 industries = HID industries = IO
S¥IC 1980 1-4 2wl 6-9
Scotland
1685 Sept R 98.9 #9% 8.5 433 94.9 1,248 101.5
Dec R qr.7 584 7.0 527 g98.5 1,286 101.4
1686 Mar R 66.2 K75 95 .2 421 97.0 1,234 100.4
June R 95.2 by 93.7 #16 96.0 1,254 102.0
Sept R 85.3 466 g3.3 §17 9.1 1,254 102.8
Dec gé. 4 458 §1.8 443 95.3 1,252 191.8
Great Britain
1985 Sept R 9.1 5,886 99.3 5,316 59,8 13,860 102.3
Dec R 98.2 5,835 98,4 5,275 99.0 13,950 103.3
1986 Mar R 96,8 5,745 96.9 5,202 9r.7 13,909 102.7
June B 86,1 5,695 86.0 5,162 96.9 14,108 104.2
Sept R 96,4 5,708 96.2 5,181 97.3 14,146 104,5
Dec 95,9 5,667 95.6 5,183 96,7 14,283 106.5
R = revised
Source: Employment Gazetie

43



Tahle 3 Morber of people in Scotlamt covered by special measures (*000s)

oS 9 wrr 978 1919 1960 181
Dec Jue Dec Gee Dec Jure Dec June Dec Jure Dec Jue Den
FI SO 23 16 D2 B2 BB B2 1BL TS5 LI - - -
THS) (b 1978% STNES) - - - - - - 04 B9 7 1.0 8.2 W us
m - b b 1—{) 1-9 1-3 2—0 2—3 1“—8 5—3 S—O "’LS ’-f.ﬂ
€r 05 07 08 08 09 69 O 1.2 1.3 14 & 15 1.5
YOF {regizced JOP & WFP) o - - - - 50 8.8 2.2 ™2 138 D4 26 00
YIS (b 1983, Reniaced YOP) - - - - - - - - - - - - -
F e - - - - - - - - - - - - -
T 24 248 22 31 20 30 20 26 25 05 1.3 14 15
™ - - - - - - - - - - - - -
EA (b 1982) - - - - - - - - - - - - -
I35 (b 1963 - - - - - - - - - - - - -
JOP o4 46 80 W02 115 131 - w - - - - -
RS, (later YES) {3 23 04 28 08 05 « - - - - - -
{crerged in 1976} (
WEP* {w - 0.2 1.3 44 - - - - - -
SFES - - - - 1.0 28 45 7.2 65 397 - - -
S Carear far yourg
paple 4.1 02 - 08 09 - - - - - - - -
SIEP (b 1978)
(regiaced ¥b creation
for  adifs) - - - - - - G4 18 LY 2% 29 36 58
Tokal 6.8 17.8 318 6.3 2.2 .8 319 838 513 3B B 0T B2
Govt estiretes of net
effect on vl oymers, 6.0 AL 250 AL WO BLO /O
redetion
1982 1983 19 195 W 19857
Jrelee Jue D June Do Juoe D koe Dec My
TR - - - - - - - - - - -
TS b I8& STES) 27 1.3 129 26 1.3 - - - - - -
JBS 54 6.1 62 6.7 68 B8 45 36 27 21 1T
53 .5 14 145 5 14 1.4 15 14 185 w1
YOF (repdaced JOP & WEP)Y 0.0 DS A7 43 - - - - - -
Y3 {b 1%3- W YOF} w - G.5 %-9 .7 %—5 #H.5 3@-9 g{-q‘ .3 35-8
17 - 5.5 104 16,3 %1 175 185 A2 100 37 0D
S W5 14 14 68 08 07 47 07 - - -
A (b 19 8.2 12 117 1.8 105 B4 6.7 68 BH 03 .
J5S (b 1983 .1 0.2 03 1LY 29 31 L0 5 B4 6.9 6.4
JP - - 6.2 0.2 - - - 2.1 41 - -
RS, (later YES)
(charged 0 1976) = = = = = = = . e .
WEP - - - - - - - - - - -
FER - - - - - - - - - - -
THBp Career for yourg
pecxile T
STEP (b 1978) B = = = e e e e . -
{repiaced Job crestion
for adilts)
New Worders Sdhane - - - - - - - - - 2.3 27
‘Tekal 61.0 65,1 69.7 726 T2.6 135 705 761 .6 8.3 .1
Gt enphmtes of net
effect on unempiopnent,
reduetion FLO T S B0 DO S0 NME WA ONA ONA O NA

Sarce: Scobtish Feonowie Bulletin
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Table 4 Scotland - Unemployment ~ seasonally adjusbed {excludiné school leavers) {*000s)

Change Average
since change over Unemployment rate:
previous & monthsa percentage of
Pate Male Female Total month ending working population
1986 June 236.0 104.9 350.9 1.9 1.6 13.8
July 236.8 106.0 342.8 1.9 1.4 3.8
ugust 2358.4 106.1 84,5 1.7 1.8 13.%
September 238.8 105.5 348.3 «(,2 0.8 13.9
Cetober 230.8 105.3 3451 0.8 1.% 13.9
November 24811 105.1 346.2 1.1 1.2 14.6
December 242.6 104.8 347.4 1.2 1.1 14.0
1987 Janvary 2444 1049 349.3 1.9 1.1 4.1
February 243.4 102.9 346.3 -3.0 0.3 4.0
March 242.4 101.4 343.8 =245 0.1 13.9
April 242.5 102.8 345.3 1.5 0.0 13.9
May (r} 237.9 98.8 336.7 -8.6 -1.6 13.6
June {p} 235.6 98.0 333.6 «3.1 2.3 13.5
(p} Provisional and subject to revision {r} Revised

A1) figures are individually rounded and therefore may appear not to balance.

Source: Department of Employment

Tabie %5: Unemployment flows - standardised, unadjusted: Secotland (*0003)

Inwflow Out-fiow
Total Total (hange Total Total Change
inel. excl. since incl. excl, since
Monith school  School  schooi  previous school  School  school  previous
ending leavers leavers leavers year leavers leavers leavers year
1986 June 52.8 2.9 39.9 2.1 43,0 2.2 40,7 0.0
July 52.8 2.7 50.1 4.0 Hi,5 2.5 42,1 2.7
August  42.2 2.3 39.9 3.2 42.5 2.2 BO L4 Q.6
Sept. 59.2 2.3 h6.g 2.7 Si.4 4,1 50.3 4,3
Dot 43,0 3.3 45,7 1.4 53.1 a4 47.7 2.9
Nov B5,1 1.8 43,3 1.9 b4 .k 3.3 41.0 -0.8
Dec 50,4 1.4 39.0 1.7 4.9 1.7 33.2 -1.9
1987 Jan 46,0 7.3 18.7 2.2 30.8 1.3 28.2 5.8
Fab 42,8 1.8 39,0 1.3 50,7 4,1 b8.,6 y.5
Mar 38.3 2.3 36.0 0.8 LY | 3.1 HY4 .0 5.4
Apr 42,4 1.8 80,6 2.8 42,7 2.0 80,7 w04
May 35,5 1.5 34,0 -2a 6 50.4 2.1 ug.a 5.7
June 8.1 1.5 36.6 =-3.3 HE N 1.6 42,8 2.1

Source: Department of Imployment



Finally, Table 7 indicates that although
the ftctal unemployment percentages are
lower in Britain as a whole than in
Secotiand, the duration proportions are
broadly similar.

Scoklad Bredtain

MLE Tatde 7 Unemployment: Median duration of

wenyilognenk by aex

Hoerpilopnewk retes (%)

Jarsary 1986 7.7 Greck
Janemry 1987 18.2 Scotlan Ardtain

W&M1W 5.5 MAE
October 1 ary
Coteber 108 Jaary 10687 5.9 Complleted spells {oompotzriost
(harge O recopds oy

Ooteter Xhsoonery 161 23 s

Likelitpad of ceagivg to be uesyitoped Ootober 1 E . &
October 1985-Jaruary 1% g.g harge €2 W06
Cotober 196-Jaruary 1 .

Crarge “£.3 Urxcepileted spells (all records)
Janiwry 1985 0.4 .2

FEMRE Jornmry 1987 B2 40.9

Crarge =2 0.7

Uremplowment. rates (%)

Jensmry 1956 10.8 FEMALE
Janery 1957 1.9 Conpleted apells {compubarised
ag%s-dmm 9% ng 110

Laiee] fhoad of Cotcber 1 1 . E
October 1935-3mmm5' ‘Iw 4.4 Cctober 1986-Janary 1987 2.4 11,48
Coteber 1986-Javary 1987 ER Charge .5 09

B {oomileted 3pells (a1 rocords)

Likelihood of ceasing to be msgiloped Javery 1956 X8 X8
October 1955-Jarary 195 3.3 Jagry 1987 a9 B
Cotcber 1956-January 1987 .4 Garge +, 41,3
Crerge .1

MALE AD FORLE

MLE AD FFMLE %ﬂ:&;}‘h (oomputarised

Unespiopnent. rates recrds
Jarary 1986 14,8 Cotobar ]w ;g 3;,2 S.g
January 1957 5.1 Cotcbar LRy .

tharge 0.3 0.7
« Urenplotedt et (a3 records)
October 1085.Jarvary 1986 5.1 Jervery 1906 35.0 5.0
Ootober 19%6-Jorery 1987 5.2 Jarery 1987 #3 BB
Crorge .1 Garpe A7 0.8
i be

Likel fiood of ceasing to be umsgdoyed - S

October 1985-Jaxery 1956 23;.;
Cotcber 1986-Janary .
Crerge 087 L2 Table 9 computes the proportions of

Soorcer  Hployment Gazetle

unemployed by spell length. it is clear
that significant proportions of people are
unemployed for very long periods. For
example, nearly 9% of the fofal unemployed
have been in that position for over 5
years, and nearly 18% over three vears.



Tle 8 lremiloment: Age axl dration 9 Aril 1967

Mile Famle
Bration of wengdop.  Under 5% and Under 5 ad
ek, $n weeks pr.s3 2 ower 8 5 55 ower 281
2 a less 4,0 6,94 1, 13,111 315 3,7 23 7,04
ver Zadwpto 4 3,88 4,86 5 9208 2217 2,686 ¥ 509
4 8 685 8% 1,06 1606 383 w4l 27 8%
8 137,76 9,018 1,54 18,08 4,70 a5 B 951
13 % 1,562 18,51 2,91 37,050 9,293 8,660 62 18,577
» 2 202 23,768 450 u8s% 12,069 12,%5 1,080 2,14
52 04 13,062 241 3,90 39,608 6891 7,78 1,28 15,819
104 1% 5368 13,28 2% 2,000 24% 3,560 A7 648
6 28 2,607 5,1 2,55 WA 1,32 2,00 87 4,10
28 20,9 T, LAY 10,70 &0 1A8 T8 2,99
Over 20 1,816 20,4 458 2658 M 2,78 1,¥0 4,80
Al M1 1R B BN KT BAM 1856 Bt

Soxve: Bmioywent Gemetie

Ttile 9 E;mﬁmd‘ammtatgmuw (miles and femsles)

Paration in wedos % of tobal wnerpiloyed Cmiative § of botal weploved

2 or less 5.6 5.6

v Zadwbol 3.5 9.5

8 6.7 6.2

B8 13 7.6 3.8

13 % 5.3 39,1

% 52 206 .8

52 104 15,3 .1

H 156 T4 2.6

1% 208 5.1 87.7

P X0 3.8 914
Over 260 8.7 100
Ml [+1] 0
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Taking one year of uhemployment as a
possible important division, we can see
that{ 60% were unemployed for less than
that period while 40% were so for more,
Long term unemployment appears to be a
more serious problem amongst males than
females, For exampie, 10.5% of males whe
are unemployed have been unemployed for
over 5 years compared with 4,53 of women.

Vacancies

Yacancies at jobcentres exhibited an
increase in each of the first two guarters
of this year {Table 10).

Table 10 Vacanecies at jobeentres,
(exciuding Community Programme
vacancies), seasonally adjusted,
(000s}

Scotland
Great as fage
Seotland Britain of 6B
1985 Mar & 14,3 155.2 9.2
1985 Mar 29 14.2 160.4 8.9
May 3 14.3 160.1 8.9
Jun 7 4.3 161.1% 8.9
Jul 5 187 160.0 9.2
Aug 2 14.5 161.2 9.0
Sep 6 14.9 164,14 9.1
Get H  15.0 168.3 8.9
Nov 8 18,6 167.0 8.7
Dec 6 13.8 161.8 8.5
1986 Jan 3 4.0 161.0 8.7
Feb 7 14.6 165.2 8.8
Mar 7 155 167.6 9.2
Apr 4 15.% 167.9 9.2
May 2 16.0 170.0 G.8
Jum 6 16.9 182.5 9.3
Jui 4 17.6 191.2 g.2
Aug 8 17.6 199.0 8.8
Sep 5 17.5 20U .4 8.6
Gt 3 16.6 2107 7.9
Nov 7 16.9 213.1 7.9
Dec 5 16.5 208.1 T8
1987 Jan 9§ 17.1 208.2 8.2
Feb & 17.2 205.0 B.4
Mar 6 17.5 208.6 8.4
Apr 3 16.7 211.7 7.9
May &  18.% 229.2 7.8
Jun 5 18.3 231.3 7.9

Source: Department of Employment Gazeite
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Indeed the average level of vacancies in
the second quarter (17.7 thousand) is the
highest guarterly figure since the
beginning of 19¢8¢ {18.3 thousand), CB
vacancies alse rose noticably, and in fact
Seottish vacancies as a proportion of the
GB total was as low, in the second
quarter, as it has been for some Lime
(7.9%3.

An increase in the stock of vacancies is
generally interpreted as refiecting an
increase in firms' demands for izbour
services., Notification of vacancies is
ofiten the first step folliowing a firmts
decision to expand the size of its
workforce {although it is estimated that
oniy about s third of all vacancies are
notified to jobeentres and so recorded in
official statisties)., Consequenily,
increases in vacancies are expected to be
refiected subsequently in increased
employment and, to the extent that new
jobs are filied by those currently
registered as unemploved, a reduction in
unemployment.

Tile 11 Vacaoy flos ab doeobres, strdan

dhu% accoonadly  aijebsd, Scotdad
{00s
In Flow Of Flow Flavdrgs

Averape Averoge Averepe

cherpe derge cherpe
three tree three

morithes wrihs sovkies

Ievel ended {evel ended  Lewel ended

B M 218 0.7 HA 041 17 00
Ar 195 05 195 05 164 0.3
My 20 0.2 196 0.2 16.9 0.0
Jn 209 02 200 0.1 .3 0.1
Gl A6 OB D0 0.2 6.8 0.1
Ag D6 02 A5 0.3 13 G
Sp 2.1 04 219 66 18T 05
ot 214 02 22 67 89 0T
Nov 19.2 05 188 06 1B.8 0.5
Dec 1.4 -0.9 197 -0.7 16.6 0.7
1087 Jan 19,6 0.2 191 0.7 6.1 0.9
feb 185 02 182 0.2 B.6 -0
Mr 216 07 22 05 B2 05
Ar 185 04 184 02 5.7 0.1
My 8.6 0O 185 0. 15.8 0.1
an 21,3 0.4 210 01 7.8 -0

Saurce: Department of Brpleyment, Gazette



By and large, the view that an increase in
vacancies is associated with higher levels
of economic activity is borne out by
experience. 8o, for example, fthe last
fpeak' in the level of vacancies in
Seotland {of 22.3 thousand) occourred in
the second quarter of the last peak vyesar
of  ecopomic activity, hamely 1979,
However, the relationship is by no means
brecise and does not occowr with a fixed
lag., Thus, for exemple, vacancies hit a
trough of 10.7 thousand in 1981 Q2, but
employment continued to fall until the end
of 1683, The absence of a rigid link
between activity levels and the stock of
vacancies 1s not surprising omee it is
recognised that the latter represent the
net outcome of large inflows and outflows.
Furthermore, outflows from the wvacancy
stock do not always reflect a plascement.

Table 11 summarises recent Scottish data
on vacancy flows. Since vacancy outlows
exceeded inflows for those months reported

in Table 11, the aversge duration of =
vacanoy was less than one month. In
general, vacancy durations would be

expected o increase with iabowr market
activity, reflecting firms' increased
difficuity in finding suitabie appiicants
in tighter labour markets.

Hedimdancies

Redundancies are an inevitable feature of
any mixed economy. As  tastes and
technology  change, s0 too does  the
composition of output and the allocation
of resources, including labour, From the
perspective of the economy asz & whole,
they are unproblematic provided those made
redundant have skills which can be made to
match  those of expanding industries.
However, redundancies oObviously also
reflect the overall level of labour market
activity to some degree, and the recent
recession's impact 1is clearly apparent
from inspection of Table 12.

Since 1981 redundancies have declinhed
steadily in GB. Scotland experienced a
similar decline wmtil 1986 when

redundancies actuaslly increased by 3,144,
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In the first quarter of 1987, however,
redundancies fell to 66% of their level in
the previous year. More weight should be
read into this than the apparent jump in
the Scottish proportion of GB redundancies
in the second quarter of this year since
the data are, as yef, incomplete.

Table 12 Confirmed redundancies

Seotiand
Scotland G.Britain as % of GB
1979 33,018 - 186,784 7.7
1980 57,178 593,704 11.6
1981 59,039 532,030 1.1
1982 48,944 80G 416 12.2
1983 41,538 326,638 12.7
1984 30,164 245,443 12.4
1985 26,424 234,977 11.2
1985 Q3 5,229 56,198 9.3
& 6,512 70,969 9.2
WM 7,180 64,766 1.1
Q2 9,377 68,486 16.0
A 7,084 52,030 13.6
1986 Oct 2,574 19,191 13.4
Nov 1,352 13,634 3.9
Dec 2,004 16,734 12.0
1987 Jan 1,695 13, 149 12.9
Feb 1,264 14,339 8.8
Mar 1,809 19,516 9.3
Apr 2,17% 11,162 19.5
May 1,920 9,348 20.5
Jun To4 &,043 16.4

Source: Department of Employment Gazette

Earnings

The goverment’s view of the lsbowr market
lays special emphasis on the ‘'price of
labour' o firms. In particddar they
maintain that workers may tprice
themselves into a job?., HReductions in
wages, it is argued, makes labour cheaper
to firms and so stimiates their demand
for labour, increasing enployment and



Tobie 14 Average weekly manual earnings of full.iime employees (£) (211 industries &
services, April)

Male adults Female adulis
Great. Scotiand as Great Scotland as
Seotland Britain % of GB Scotland Britain % of GB
191N 28.5 29.4 96.9 14.9 18.3 974
1912 21.7 32.8 96.6 16,8 17.1 98,2
1973 7.1 38.1 a7.4 19.5 9.7 99.0
1974 2.9 43.6 98,4 23.4 23,6 99.2
1975 56.7 55.7 101.8 32.4 32.1 100.9
1976 66.2 65,1 101.7 39.4 39.4 100.0
1677 T2.5 71.5 101.4 53,7 43,7 100.0
1978 8.4 80.7 100.9 50.2 ug,4 101.6
1979 93.6 93,0 100.6 54,3 5%.2 98,4
198G 112.2 111.7 100.4 66.3 68.0 97.5
1681 124.8 121.9 102.4 73.3 4.5 98,4
1982 136.9 133.8 102.3 79.2 801 99,9
1983 05,8 143.6 101.5 86.4 87.9 98,3
1984 186.2 152.7 102.2 91.3 g3.5 97.7
1985 164,2 163.6 100,14 99,4 101.3 G8.1
1986 173.0 114,48 899.2 10%.2 107.5 96,0

Sources: Scottish Economic Bulletin, Employment Gazette {varicus issues)/New Earnings
Survey

Table 15 Average weekly earnings of full-time employees (£):  adult non-manual workers

(April)
Male adults Female adults
Great Scotiand as Greal Scotland as
Scotiand Britain % of GB Scotliand Britain % of GB
1971 37.2 39.1 95.1 18.9 19,8 95,5
1972 k1,7 43,5 9.9 21.0 22.2 k.6
1973 46.8 B8,1 91.3 23.7 24.7 86,0
1974 51.8 54,4 95.2 2.0 28.6 gy .4
1975 67.1 68,4 98.1 37.8 39.6 95.5
1976 80.8 81.6 99,8 57,0 48,8 96.3
1977 88.0 88.9 96,0 5.2 53.8 95,2
1978 99.8 100.7 99.1 56,6 59.1 95.8
1979 113.0 113.0 100.0 63.0 66.0 95.5
1980 139.8 41,3 08,8 8.2 B82.7 94,6
1981 161.8 163.1 99,2 92.5 96.7 95.7
1982 176.% 178.9 160.6 1G1.0 1048.9 96.3
1983 196.6 194.9 190.8 110.1 115,13 95.7
1584 208.6 209.0 99.8 117.% 128,3 94,9
1885 224.0 225,08 160.0 125.6 133.8 93.9
1686 238.3 244.,9 97.3 139.1% 145.7 95.5

Sowrces: Seottish Economic Bulletin, FEmployment Gazette (variocus issues)/New Earnings
Survey
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reducing unemployment.
been critically
Commpentaries,

this argument has
evaluated in past
and the debate is not
reviewed again here, but it is clearly of
interest to examine how earnings in
Scotland have changed in the recent past
reiative to GB.

Table 14 sunmsrises recent data on the
average weekly earnings of manual workers
in 3cotland and the UK. Table 15 presents
the relevant data for non.manual workers.
Perhiaps the most striking feature of the
datz i3 the scale of the change in
earnings since 1971. ‘thus, the weekly
earnings of a male manual worker have
increased from £28.5 in 1971 to £173 in
1986, However, this primarily reflects
general inflation (although real wages
have undoubtedly risen).

It is more meaningfui to compare wage
relatives or differential over time than
the levels of momey vwages. Column three
of Tabie 14 expresses the Scottish male
manual workers! average weekly earnings as
a percentage of the comparabie (B figure.
At least from 1975 the remarkable feature
of this ratio is its apparent stability,
and perhaps the fact that Scottish
earnings exceed those in GB until 1986.
Suck:  stability, over a period marked by
fluctuations in economic activity suggests
that there is little scope for regionsl
specific infiuences on earnings, a
suggestion borne out by recent research
conducted in  the Institufe. A aimilaer
degree of stability is also apparent in
the regional differentials for male nohw
manuai workers, and female workers (both
manual and non-manuall.

whiist regional differentials have
exhibited remarkable insensitivity over a
period of flux, the same i3 not true of
the nonemsnual - mapual differentisl. In
1975, for example non-manual workers
enjoyed a differential of 18.3% over
mamial workers, but this has grown in each
subsequent year {with the exception of
1684) to its current level of 37.7%. Over
the period since 1971 the differential has
fiuctuated with a 1little evidence of
narrowing in ‘'peak’ activity years and
widening in slack pericds. There is some
slight suggestion then of greater cyclical

sensitivity of manual workers pay.

The male-female differential iz  most
noticeable simpiy for its scale.
Currently male manual workers earn 67.6%
more than thelr female counterparts.
However, considerable caution should be
exercised in interpreting suech figures
given the heiferogeneity of the relevant
groups atd the impact of more widespread
overtime working among males.

fikle 1 Eqrirgs differentiads aversgge weddy
eamings {£) ’

Male ronFpenual-  Mele-Famle differentdal
morn) /el moresl oo

) i) QR QKD
1970
1971 0.5 9.3 %8 1.6
2 35 8.7 8.6 1.11
3 .1 9.3 a5 108
it 7 8.3 9.9 1,10
5 18.3 6.6 75 1.0
£ 2.4 68.0 7.5 106
7 2.1 5.9 g 149
8 2.6 62,2 7.3 1.2
g 207 Todk 94 1.10
1980 .8 8.2 78.8 1.9
1 29.6 .3 4.9 107
2 314 T2.9 78.1 1.07
3 W8 63.8 786 1.4
4 R.5 711 7%.9 1.08
5 B4 5.2 78.3 1.20
] Ky 676 743 1.6

Saaxrces: Sootish Economic Builetin and Byplowment
Gazette {varios isces)/Mew Farrdrgs
Survey

INDUSTRIAL RELATIONS IN SCOTLAND

Industrial relations in Seotland continues
to be dominated primarily by decisions
reached elsewhere. This was well
illustrated in the recent and current
major issues affecting the docks, Civil
Service, buses and coal mining largely
stemming from decisions made south of the
border. Similarly, national policies



rather fhan local issues underlay the
threats of Job losses in shipbuilding,
television and railways. Even in the
most significant Scottish disputes,  those
involving  journalists employed by the
Scotsman and employees of the Scottish Bus
Group, national factors shaped the loecal
issues, .

The apparent focus of the dispute between
the 3Scotsman and its jowrnalists were the
related issues of the introduction of rnew
technology and associated changes to pay
and conditions. However, underlying the
dispute was the fear, amongst staff, that
proposals to reduce the scale of the
Scotsman's London office heralded the
introduction of a plan by  Thompson
Regional FPapers, the owners of the
Scotsman, to reduce the status of the
paper to that of a regional paper with
limited circulation. The abilility of
management staffs to maintain production,
coupled with the acceptance of similar
technological and work changes elsewhere,
undoubtedly weazkened the Niii's position.
The dispute ended with agreement as to the
operation of the new technology and with
the introduction of new patterns of hours
and conditions, Nevertheless, the
pressure to reduce labour costs and the
flexibilities afforded by the new

technologies in respect of direct entry of

copy and loecal printing, will combine to
change empioyment in Scottish newspapers
over the next few years.

Industria®l action amongst Scottish bus
staffs centred on management attempts to
improve labour efficiency by the
introduction of new working arrangements.
labour flexibility has been & prominent
feature in many recent labowr issues in
the public sector. In the railway
industry the issue emerged in the disputes
over flexible rostering and single-man

operation, whereas in British Coal it has
emerged over proposais for o six day
working. More generaily, within the

public sector, Government pressure for
profitability or privatisation has been
the stimulus for management initiatives.
Hitherto, the agreement covering the 5,500
drivers in the 12 bus groups specified =&
guaranteed working day of 7 hours and 3
minutes, Drivers working above these
hours, on any one day, gualified for
overtime at time-and-a<half, Management
proposed a basic pay of £1506 for a 39 hour

week in return for a consolidation of =a
substantial amount of overtime, and, =&
new, more flexible, guaranteed working
week. The guaranteed working day was to
be reduced to 5 hours and 30 minutes, but
employees would have to work 39 hours in
any one week before qualifying for
overfime payments. Whilst the dispute
was setitled by extending the length of the
guaranteed working day management secured
agreement for flexible scheduling.

Deragularisation of bus transport
ungoubtedly raised the levels of
competition between bus groups., However,

in the longer term profitability will tend
te replace competition, hence bus groups
have amnounced plans to reduce staff,
possibly to the extent of halving the
additional staffs employed Iimmediately
prior to  deregulation. Increasing
financial! problems will add to pressures
to  cub unprofifable routes and to reach

agreements to minimise competition, and
thus lead to further reductions in
employment.,

Two other issues arose in the transport
sector, The possibiiity of & mpationzl
dock strike arose over pians to reduce the
rmmbers of registered dockers employed at
Greencck, Attempts to move registered
dock workers to a !'temporary unattached
registert were seen by the union as both
attempts by employers to breach the
Kational Dock Labour Scheme, and to
reintroduce casual working. The issues
and events at Greenock wmirror those
elsewhere as the industry continues Yo
contract. There is 1ikely to be a
succession of such local disputes and
compromises miess the govermment responds
to employer pressure and returns to  the
issue of reform of the Dock Labowr Scheme,

British Rail's progress to profitability
has led to considersble increasges in staff
productivity. Hitherto this has led to
significant changes to manning and wOrking

practices for railway drivers, guards and
ticket staff. Plans for the period to
1990  envisage uwp  be 1,600 mainly

administrative job losses in Scotland,
It is likely that the railway unions will
face proposals to privatise elements of
railway work in addition to further



reductions of peripheral actjvities.

Fears of job losses have prompted Scotilsh
miners to press the NUM to seek a degree
of truce with the UDM, The expansion of
nuclear power generation, decline in
traditional markets, growth of open-cast
mining in  Scotiand have led to a
recognition that jobs in a mumber of pits
may be vulnersble if the NUM pursues its
policy of opposition fo the introduction
of B day working.

Management initatives o change
traditional working practices have not
been restricted to the public sector, some
70% of settlements contain a productivily
element. Some of the more radical
proposals have emerged in  industiries
covered, untll 1986, by Wages Council
Regulations. The 1986 Wages Act limited
the powers of Wages Councils fo the
estabiishment of a basic rate of pay and
overtime rates. In & nmmber of
industries from wages Council regulations,
introduced extensive changes to work
nractice, The proposals by one wmajor
Seottish hotel group to withdraw trade
union recognition, introduce work
flexibility, and end traditional
demareation are spreading in the hotel
industry and are likely to emerge in other
sectors hitherto covered by Wages Council
Orders,

Undoubtediy, the most radical and far-
reaching proposals to change management
and employment practices are those
proposed by Michael Forsyth, the Scottish
Education Minister, in the consultative
paper ‘parent power', It is not clear how
these proposals are intended to fit with
those emerging from the various working
parties established under the auspices of
the Scottish Joint Negotiating Commitiee.

The long term reviews of staffing and
resourses, and agreement on composite
class size are due at the same Time as the
devolution of powers to the new school
poards, The proposals o devolve & range
of powers to school boards contaln a

3

number of major employment implications.

The likely consequences for means of
assessing heads, staff and issues of
dismissal follow the arguments developed
in the Main Report. On the other hand the
propesals appear, st lesst superficially,
to run against the moves towards
managerialism within schosls. Overall the
proposals are likely, in the long term,

tor  first, fragment industrial action
and reduce the possibility of action
similar te that of recent vyears,

especiaily the 'targetting! of schocls,
Secondly, to stress the importance of
achleving ‘'good" pass rates ete. in the
eriteria for -selecting and dismissing
teaching staff. Thirdly, to raise camplex
gquestions as to the fair and unfair
dismissal processes for ieaching staff.
Fourthly, question the ability to follow
agreed procedures concerning senior hon-

promoted staff, Fifthly, to complicate
and delay the development of
managerial ism, the implementation of

these proposals will radically re-shape
the established bargaining procedures and
the contowrs of employment relations in
Sceottish teaching., In their most radical
form they mey well usher into Scotland the
same degree of changes in England arising
from the Education lct.



Regional

REGIONAL. LABOUR MARKETS

Unemployment fell across 3cotland during
the secorx] quarter of the year and in June
stood at 340,341, a drop of 23,440 {(6.4%)
since March, As Table 1 illustrabes, the
hesdline total fell by 11,018 (3.1%) in
the 12 monihs bo March with reductions
being recorded in all but three of the
regionzl and island authority areas. (It
should be noted that many of the figures
guoted in this section differ from those
reported in the press. The reasons for
these differences are outlined in previous
Commentaries, )

Taole 1 Uhemployment by reghon

frate Total Total Totad %
JBy 87 Jue 87 e 86 (wrge (havge

Borders 8.7 349 3,608 - 1 W54
Cerfral 15.9 7,088 18,718 - 1,618 8.9
umfries &

Galllowey  12.5 25 LM - 39 S50
Fife 5.5 2,011 2,02 - 95 43
Gramptan  Of 21,80t 19,798 + 2,0 101
Highland 4.0 12,30 12,307 + T3 0.5
lothian 2.3 ot USEM - 1,060 2.3
S/clyde 180 185,000 19,86 - 7,797 4.0
Tayside WA 24,30 X230 - 89 3.6
Oricey

Idlangs YT T80 T8 - 3 O3
Shetlad

Istands T4 55 59 9 ¢
Wesstern

Isles 7.3 13 1,56 - 183 -8.2
Sootland B2 0,3 BLFP 11,08 3.1
Sarve: Departmert of HBmiowment

The most notable exception Lo the genersl
falls in uhemployment was (rampian Region
where the June total of 21,801 was 2,003
{10,142} higher than a year before. Thisg
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clearly reflects the impact on loeal
residents of the downturn in oil and oil
related activity which followed last
year's oil price collapse. However,
there is some indication that the recovery
in oi}l prices is having an ameliorating
effect as the June figures represent an
jmprovement on March, and the unemployment
rate has now fallen below 10% again., The
oniy other region recording a rise in
unemployment was Highland, where the total
edged up by 73 (0.6%) to 12,380, Among
the other regions, falls of 5% or more
have occurred in Borders, Central,
Dumfries and Galloway and the Western
Isles, In Shetland the total remaihed
unchanged from 12 months before. in
every ares unemployment was lower in June
than in March., At 18,0%, Strathelyde
Region has the highest rate in Scotland
while Borders remains the mainland region
with the lowest rate at B.7%.

Taple 2 shows that the fall in
unemployment has been concenirated far
more among women than men. On average,
female wemployment declined by T.7% over
the period with the male total dropping by
only 1.1%. This may be the result of
relatively more Job opporiunities becoming
available to women, although the Restart
interviews and eligibility for work tests
may be removing a disproportionate mmber
of women from the register. Falls of
more than 10% in female unemployment
occcurred in Central, Tayside and the
Western Isles, Only in Grampian (+2.8%)
and Shetland Islands (+1.0%) did female
unemployment rise, Even in Highland
Region where the overall total increased,
the female figure fell by 6.6%.  As would
pe expected, male unemployment rose most
strongly in Grampian, by 14.4%, and in
Highland, by 4.0%. The fact that female
unemployment is falling more quickly than
male unemployment, for whatever reason,
continues the trend observed in recent
Comrentaries,

It is conventionally assumed %hat
vacancies registered at Job Centres and
Careers Offices represent aboub one-third



Table 2 Unemployment by sex and by
region
Number unempioyed Change since
Juse 1987 Jume 1986
Males Females Males Females
Borders 2,152 1,267 « 2.1 -~ 9.8
Central 11,641 5,803 ~ 7.5 =119
Dunfries
& G/way 4,735 2,510 - 3,2 - 8.1
Fife 4,166 6,911 - 1.2 - 1.7
Grampian 14,248 7,553  +H.4 4+ 2.8
Highland 8,705 3,675 4+ 4.0 - 6.6
Lothian 31,631 13,123 - - 7.5
S/¢ciyde 133,559 51,850 « 2.5 « 7.9
Tayside 16,487 7,853 - -10.2
Orkney
Islands 539 251 + 2.1 =« 5.3
Shetland
Islands L¥:13 315 -« 0T « 1.0
Western
Isles 1,290 433 - 6,0 -14,1
Scotland 239,597 100,784 - 1.1 = 7.7
Source: Department of Employment
Taole 3 Vacaxdies and ratios,
by region, June 1957
P vacaries
Vecancies as g of A ratio

Tt Becl, P tobdd Total Exdl, P

Brders 53 57 80 168 15,4
Cemtral 1,163 1,080 6.8 W7 5.7
Dunfries &

Galiowy 627 38 W2 L6 13.5
Fife 1,0 T 2.0 2ub 6.6
Gamgian 2,391 2,290 82 9.1 9.5
Highland 1,00 1,07 8B4 0.0 1.
lotnian 3,551 3,145 14 126 W2
S/dyde 128 0.3% 168 B4 197
Taysidce 1,317 1,16 %1 18 2.0
Qivey T8, 79 i 25 100 0.3
Setilad Is. 1 & BS 7.3 1.5
Westam Is, 128 & %23 8BS 28.2
Sotiaed BMS 20,57 WA WS 6.9

Sarce: Department of Bpioment
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of all current vacancies, This is
because many employers prefer to use other
recruitment channels to fill jobs and
pecause Job Centres are seen to specialise
in certain itypes of vacancy. Table 3
presents vacancy data for March 1987, In
additian ta employment vacancies, the
fotal vacancies figure includes vacancies
for self-employment and the MSO's
Community Programme (CP), as well as the
small number of jobs registered with the
Careers Service, The unemployment-
vacancy {U=V) ratic canh be taken a&s an
indicator of how many registered
unemployed people are competing for each
vacaney, Thus, in Scotland in June, and
exeluding CP vacancies, roughly 17
unemployed people were chasing each
registered vacancy, However, as mentioned
above, registered vacancies do not account
for all current vacancles, In addition,
it should be borne in mind that the
vacancies will not necessarily be filled
from the ranks of the registered
unemployed. Overall, there has been a
marked decline in the U~V ratio from March
when the figure stood at 21.4,

When CP places are incliuded the U=V ratic
drops to 14,5, The highest rates,
excluding CP vacancies, are in the
Western Isles at 28.2, Fife at 26.6 and
Tayside at 22.0, In contrast, the
relative underiying sirengih of Gramplan
Region is reflected in a ratio of 4.5,
Moreover, only 4.2% of the Grampian
vacancies are for CP places, the remainder
being for Yreal® jobs, This contrasts
with areas such as the Western Isles,
Snetland Islands and Fife where (P
vacancies constitute, respectively, 52.3%,
36.5% and 21.0% of the total.

In Tables ¥ and 5 some indication of the
inter- and intra-regional variaticns in
unemployment are provided. In simple
terms a Travel-to«Work-area {TTWA) is a
relstively self-contained labour market in
which at least 75% of the work force is
resident in the area and at least 75% of
the residents work in the area, A region
with 2 high proportion of TTWAs in which
the unemployment rate exceeds the Scottish
average is designated a high unemployment
region, the opposite peing the case for
low wnemployment regions.  This approach
confirms Strathelyde as & high
unemplioyment reglon with 9 of the 12 TTHis
exceeding the Scottish rate. In
contrast, none of the 5 Borders TTWAs and
only 2 of the 8 in Grampian have
unemployment rates greater than the
Scottish figure,



Table & TIWA in region with unesployment,
rates above the Scottish and
regional averages

Roabove No ahove
Secottish regional
¥o of WA average average

Borders 5 0 3

Central 3 2 2

Dapfries &

Galioway T 3 4
Fife 3 2 1
Grampian g 2 8
Highland g 3 4
Lothian 3 1 H
Strathclyde 12 i &
Tayside T ¥ 2
Seotland 57 24

#in addition Wick & Ayr nave rates egqual
to the Scottish average of 15.2%

Source: Department of Employment

Table 5 TIWA with highesi and lowest
unempl oyment. rates :
High High
$ -Low [low
Borders H Berwickshire 13.1 6.0 1.8%
L Galashiels T.1
Central H Alloa 19.6 6.8 1,48
L Stiriing i3.2
Pumfries H Cumnock &
& G/way Sangquhar 28,1 18.3 2.87
{. Dumfries 9.8
Fife H Kirkealdy 16.¢ 6.5 1.61
L Korth East
Fife 10.5
Grampian H Forres 20.8 12.7 2.5¢
L Aberdeen 8.1
Highiand H lnvergordon &
Dingwall 14,5 9.2 1.83
L Thurso 10.3
Lothian H Bathgate 18.3 9.4 2.06
{. Haddington 8.9
S/clyde H Girvan 23.1 13.0 2.2%
I. Cban ) 101
Tayside H Arbroath 21.6 10.6 2.04
L Perth 1.0
Source: Department of Employment

The finzl columns of Table 4 and Table 5
focus on inira-regional variations in
wnemployment, Previous Commentaries have
noted that Grampian Reglon has a jow
overall rate in Scottish terms yet within
the Region itself there iz a considerable
concentration of unemployment outwith the
Aberdeen TIWA. In fact, in all TTWAs but
Aberdeen the wnenmployment rate exceeds the
regional average. The disparity of rates
within Grampian is evidenced by the fact
that the highest rate (Forres at 20.8%) is
2.57 times greaster than in the lowest
(Aberdeen at 8.1%). A similar tale
applies to Dumfries and Galloway where the
Cumnhock and Sanquhar rate of 28.1% is 2.87
times greater than the Dumfries figure of
5.8%. Cumneck and Sangqubar and
Galashiels remain, respectively, the TIWAs
on the mainiand with the highest
unempioyment rates. In Strathelyde,
Girvan has replaced Irvine as the area
with the highest unemployment,

Tile 6 Notified redusdmncies by region, May to

July 1987 {imrlimive)

Tolal Prim Maxf, Comt, Sav.
Barders 8 6 & 0 ¢
Certzrdl @ 0 6 4 90
Depfries &
Galloway 9 ¢ o 0
Fife 61 0 ¥ 0 e
Gragpian 9w 108 2 1=
Highlad Ht 0 17 0 0
Lothian 43 0 3% ¢ 90
Strathelyde 1,33 2 P~
Tayside M 0 £3 43
Orimey Islands 0 ¢ ¢ 90 0
Setigd Idiads 0 0 0 0 0
Western: Idles 8 ¢ B iy ]
Scobland 2% M 188 W 7™

Sarve:  MSC Scotlad

Finally, Table 6 shows that Grampian and
Highland Regions continue to experience a
disproportionate number of nobtified
redundancies foliowing the problems in the
otl industry. In keeping with the
generally more optimistic outlock and also
reflecting seasonal factors, the number of
notified redundancies has failen by aimost
1,000 compared with the previous quarter,
most notably in mamifacturing. .



