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BUSINESS SURVESS 

Between them, the Scottish Business Survey 
(SBS) and the CBI's Indust r ia l Trends 
Survey provide a reasonably reliable guide 
to r ecen t and c u r r e n t t r ends in the 
S c o t t i s h economy. Both Surveys are 
carried out on a quarterly basis with the 
resu l t s being derived from the responses 
of Chambers of Commerce and CBI members 
respectively. In addition to e l i c i t i n g 
information from different sources the 
Surveys also differ to a degree in the 
questions which each asks and the analysis 
of the r ep l i e s . For example, the CBI 
provides information on trends by size of 
firm while the SBS presents a geographical 
breakdown. However, the key difference 
i s in the indus t r ia l coverage of the 
Surveys. Whereas the SBS covers firms in 
construction, wholesaling, r e t a i l i ng , 
financial institutions and manufacturing, 
the CBI Survey covers only the l a s t of 
these. 

The most recent Surveys were published 
towards the end of July and were conducted 
in the aftermath of the General Election 
and prior to the r i s e of 1J point in 
interest rates. The general conclusions 
of the two surveys 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 specif ical ly to the SBS, r is ing 
sa les and orders provided the background 
to the most optimistic short-term outlook 
for the S c o t t i s h economy s ince the 
Survey's inception. A balance of firms 
in a l l s e c t o r s r e p o r t s i n c r e a s e d 
confidence about the general business 
climate and the employment growth recorded 
among manufacturing, and retailing firms 
during the second quarter of the year i s 
expected to continue over the 3 months to 
September. 

In manufacturing a net 8% of firms were 
more optimistic than 3 months before-hand, 
with new orders and sa l e s r i s i n g on 
balance by 24% and 3^%, respectively. 
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 a d v e r s e l y a f f e c t e d by the 
appreciation of s te r l ing over i t s l a t e 
1986 levels , and, secondly, that the 
recovery in Sco t land ' s fo r tunes i s 
currently being generated e x t e r n a l l y . 
The o u t l o o k for j o b s i s modes t ly 
encouraging with a net 7% of f i rms 
r epo r t i ng an inc rease in employment 
although this i s the outcome of declining 
male employment and increases in jobs for 
women. The prospects for the third 
quarter are, if anything, more optimistic, 
although i t would be wise to remember that 
the projections of people in business have 
often been seen to be over-optimistic or 
pessimist ic with the benefit of the next 
quar ter ' s r e su l t s . Both sales and new 
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order s are expected to grow among a 
balance of firms with the domestic demand 
component performing more s t r o n g l y , 
although s t i l l l e s s well than external 
demand. Belief that the recovery may be 
sustained, stems from the fact that firms 
have revised their investment intent ions 
upwards overa l l , by 28? for plant and 
equipment and 18% for buildings. These 
figures would suggest tha t firms are 
s u f f i c i e n t l y o p t i m i s t i c abou t t h e 
continued growth in demand t 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 repor ts an increase 
in optimism, varying from a net 3% in 
texti les, leather, clothing and footwear 
to a somewhat surprising net 28% in metal 
manufacture and metal goods. Apart from 
other engineering, a l l sectors expect both 
new orders and sales to r i s e in the 3 
months to September with texti les etc and 
mechanical engineering being most bullish 
in t h i s respect . The optimism detected 
among f i rms in m e t a l m a n u f a c t u r e , 
mechanical engineering and chemicals runs 
counter to the recent experience of these 
i n d u s t r i e s and i t may be t h e i r pas t 
weakness which has led to them continuing 
to shed employees during the second 
quarter . The prospects for employment 
growth are grea tes t in e lec t ronics and 
e l e c t r i c a l engineering and in t e x t i l e s 
e t c , two s e c t o r s which have been 
continually optimistic in recent surveys. 

The renewed confidence of the construction 
industry detected in the April 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 r i s ing leve l s of 
demand with a 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 c e n t r a l government orders. This 
pattern i s set to change during the third 
q u a r t e r with a r e v i v a l in c e n t r a l 
government orders and only marginal growth 
in demand from the p r i v a t e s e c t o r . 
Respondents report a r i s e in employment 
among a balance of 9% of f i rms with 
significant r ises and fa l l s in manual and 
non-manual employment, respectively. I t 
i s expected tha t t o t a l employment wi l l 
remain s t a t i c over the 3 months to 
September. 

In contrast to the recent pessimism in the 
sector, a balance of 25% of wholesalers 
reported increased optimism, in the July 
Survey. This i s clearly the r e su l t of 
the substant ia l actual and anticipated 
growth in the volume of sales. However, 
a net 7% of firms saw employment f a l l in 
the second quarter with a balance of 13? 
expecting a further decline over the next 
3 months. Retailers remain buoyant with 
a net 26% of respondents being more 
opt imis t ic about the business cl imate. 
Again the source of this confidence i s the 
dramatic growth in sales: overall, 31% of 
firms saw sales volumes increase in the 3 
months to the end of June with a net 49% 
anticipating further sales growth. 

Much of the growth in r e t a i l sales stems 
from the rapid growth of personal c redi t 
and the r e s u l t s from the f i n a n c i a l 
institutions confirm that advances to the 
personal sector continue to grow apace, a 
balance of 87% of respondents reporting an 
i n c r e a s e . The l e v e l of co rpo ra t e 
advances has also maintained i t s upward 
trend with the demand for working capital 
being particularly strong. 

In geographical terms the July Survey 
c lear ly indicates tha t the Aberdeen area 
has not fully recovered from the shock of 
1986. I t may be that the adjustment 
processes which follow the decline in o i l -
r e l a t e d a c t i v i t y w i l l cont inue to 
percolate through the local economy for 
some months to come. In contrast , the 
t y p i c a l l y depressed West of Scotland 
appears to be enjoying relative health at 
present. 

Primary 

AGRICULTURE 

On 30 June the European Council of Farm 
Ministers finally reached agreement on the 
p r i ce support measures for the year 
1987/88. 

For beef, the green pound i s devalued by 
7% whilst support prices will increase by 
6.3%. For sheep, there are no changes, 
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pending a review by the EEC of the whole 
sheepmea t r e g i m e . The NFUS i s 
apprehensive of a possible l imi t a t ion of 
numbers e l i g i b l e for the annual ewe 
premium, and of the imposition of ceilings 
on h i l l land compensatory amounts. 

Support prices for milk are to be improved 
by 4.6S, and member states are authorised 
to introduce quota leasing arrangements. 
In the UK, the government has recently 
proposed measures which would reduce 
rather than increase the f l ex ib l i ty of 
arrangements for trading milk quotas. 

Changes to the pig meat regime wil l reduce 
s ignif icant ly the competitive advantage 
h i ther to enjoyed in the UK market of 
Denmark and the Nether lands . For 
cereals, the overall effect of unchanging 
basic support prices together with the 
green pound change i s tha t intervention 
values at 1 October 1987 wi l l be 5.7% 
lower than they were one year previously. 
For o i l seed rape the overall effect i s a 
reduction in the intervention price of 
16?. 

In response to the European surpluses of 
t r ad i t iona l farm commodities, there are 
some signs of diversif icat ion efforts by 
S c o t t i s h farmers . A s u b s t a n t i a l 
investment has already been made in marine 
salmon farming, and Scottish producers are 
pressing for the establishment of an EC 
reference price. They claim that they do 
not wish to ban imports into Europe but to 
prevent "disruption" of the market by 
irregular supplies from third countries. 

The EC and the SDA are together funding a 
research project which seeks to develop a 
home-grown cashmere wool industry by 
cross-breeding native Scottish goats with 
cashmere-producing goats from Iceland and 
New Zealand. At p r e sen t , Scotland 
imports 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 
McAulay Land Use Research I n s t i t u t e , i s 
arousing some i n t e r e s t amongst hard-
pressed h i l l farmers. 

The Scottish Agricultural Wages Board has 
proposed that there should be an increase 

of 5% on the basic wage rate for a l l full-
time general farm workers, with effect 
from 7 September 19&7. 

Controversy has arisen in the Highlands 
over the Nature Conservancy Council's 
proposal to ban f u r t h e r f o r e s t and 
afforestation on 1m acres of peat land in 
Caithness and Sutherland. The proposal 
has been severe ly c r i t i c i s e d by the 
Highlands Regional Council and the 
Highlands and Islands Development Board 
who argue tha t 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 sawmil l ing and 
ancillary act ivi t ies will be los t . 

FISHING 

According to the Department of Agriculture 
and Fisheries for Scotland (DAFS), the 
to ta l value of fish landed by UK vessels 
a t Scott ish ports between January and 
April of 1987 was £79.417m, a r i s e of 
£16.741m (27%) over the corresponding 
period of 1986. The increased value of 
landings i s the product of a drop in the 
volume of landings of 7,767 tonnes (6%) to 
131,443 tonnes and an average price r i se 
of 34%. These r e su l t s continue the 
r ecen t t rend of s tagnant or f a l l i n g 
volumes and proportionately greater rises 
in prices. 

Table 1 Fish landings by UK vessels at Scottish 
ports, January-April 1967 

Weight, Average price 
tones Value fin per tare £ 

Total by 
UK 
vessels 131,443 (-6)» 79.417 (+27) 604 (+34) 
Demersal 79,855 (- 1) 60.523 (+25) 758 (+26) 
Pelsgic 41,520 (-19) 4,121 (-15) 99 (+5) 
Shellfish 10,068 (+44) 14,773 (+69) 1,467 (+11) 

* Figures in brackets represent the 
percentage change over the corresponding 
period of 1985. 

Source: Department cf Agriculture and Fisheries f cr 
Scotland. 
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Demersal species remain the most prominent 
of those landed a t S c o t t i s h p o r t s , 
accounting for 76% of value and 61% of 
weight . Actual l and ings decl ined 
slightly, by 1%, but with the 26% increase 
in average pr ices the value of landings 
was up by 25%. There has been a 
substant ia l reduction in the volume of 
pelagic landings compared with the f i r s t 
q u a r t e r of 1986. A t o t a l of 41,520 
tonnes were landed between January and 
April, a f a l l of 19% over 1986. With an 
average price r i s e of 5% the value of 
landings declined by 15%. Shellfish have 
made significant advances, with landings 
up 44% in weight terms and 59% in value. 
As a result , shellfish now account for 8% 
of the weight and 19? of the value of 
landings by Scot t ish vessels , compared 
with 5% and 15%, respectively, in 1986. 

Turning to the key Scottish species, Table 
2 p r e s e n t s the main d e t a i l s . Most 
s t r ik ing are the contrast ing trends in 
mackerel and h e r r i n g 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 a 19% price increase. Both cod and 
haddock values are up by 12% although with 
i n c r e a s e d and d e c r e a s e d v o l u m e s , 
respectively. 

There has been substant ia l opposition in 
the industry to the government's plan to 
levy dues on fishing vessels of more than 
10 metres in length for the upkeep of 
lighthouses, buoys and beacons. Tne tax 
wi l l not be levied on pleasure c raf t and 
industry representatives have argued that 
the services should be funded from general 
taxat ion. The general committee of the 
Highlands and I s l a n d s F i s h e r m e n ' s 
Association has formally recommended that 
the i r members should not pay the tax in 
protes t a t the government's decision. 
The government i s a l so cons ide r ing 
privatising the boat service of the marine 
d e t a t c h m e n t of t h e f i s h e r i e s and 
enforcement section (DAFS). This i s one 
option designed to cut £1 million from the 
operating costs of the service. 

A se r ies of p i l o t schemes wi l l pave the 
way to a new ski l ls ' training structure in 
the fishing industry. The structure has 
been developed collaboratively by the Sea 

Fish Industry Authority, Manpower Services 
Commission, f i sher ies colleges and other 
industry groups. Through a set of "open 
l e a r n i n g " modules, f i sh ing indus t ry 
workers wi l l have the opportunity to 
tackle more than 30 subjects covering a 
range of relevant topics . Some p i lo t 
schemes w i l l be run by c o l l e g e s in 
Grampian Region. 

Despite vociferous opposition from the 
l o c a l t o u r i s t i n d u s t r y , p re l iminary 
planning permission has been granted for 
the f i r s t f i s h farm on Loch Ness. 
Opponents argued tha t the sighting of a 
farm on the Loch would threaten the legend 
of the monster and thus reduce the area's 
attraction to tourists . 

Table 2 Landings by IK vessels a t Srottish ports of 
selected spades, January-^pril 1987 

Weight, Average price 
tonnes Value Sn per tare £ 

Cod 13,540 (+ 8)« 12.925 ( +12) 955 (+ 4) 
Haddock 33,371 ( - 18) 24.748 ( +12) 742 (+37) 
Writing 13,585 (+ 59) 7.412 ( +88) 546 (+19) 
Mackerel 36,620 (+118) 3.846 (+110) 105 ( - 4) 
Herring 1,433 ( -95) 0.140 (-95) 93 (+*» 

* Figures in brackets represent the 
percentage change over the corresponding 
pericdaf 1985. 

Source: Department of Agriculture arid Fidieries for 
Scotland 

Construction 

New contracts by building contractors in 
Scotland to ta l l ed £340.09m in the f i r s t 
quarter of 1987, some 5.4% lower than the 
f i r s t quarter of 1986. As usual, t h i s 
single figure masks a range of di f ferent 
performances within the industry. In the 
public sector there were two areas of 
s i g n i f i c a n t l y improved performance: 
housing a t £28.96m (150% up on the 
corresponding 1986 quarter) and schools 
and c o l l e g e s a t £16.40m (up 300%). 
Despite these areas of improvement t o t a l 



new public sector contracts fell by nearly 
15% to £128.35m. As in the past , the 
l a r g e s t f a l l o c c u r r e d in t h e 
" m i s c e l l a n e o u s " s e c t o r , t h e main 
constituent of which i s 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 total 
in the f i r s t three months of 1986. This 
seems unlikely to improve un t i l the o i l 
price begins to revive. 

Jnd»x of production 1 construction 
(I98B = 188) 

110 - i 

105 -

100 -

95 -

197S 1980 1982 1984 1986 

Orders in the private sector to ta l l ed 
£211.74m, up 1.3% on 1986. Most areas 
within the private sector rose with the 
exception of pr ivate housebuilding which 
fell by 4.5% to £74.68. Figures from the 
National House-Building Council for the 
same period appear to confirm the 
suspicion tha t housebuilding in Scotland 
continues to lag behind that of England. 
The NHBC recorded 2,500 new p r i v a t e 
housing s tar ts in Scotland from January to 
March, down from 3,000 in the f i r s t 
q u a r t e r of 1986. By c o n t r a s t , the 
housebuilding boom continues in England; 
NHBC figures indicate a to t a l of 46,700 
private housing s tar ts in Great Britain as 
a whole, fully 20% higher than the same 
period in 1986, and the highest f i r s t 
quarter total since 1972. If any further 
evidence were required of a "North-South 
divide" in the construction industry i t i s 
provided by the Government's index of 
construction. In the f inal quarter of 
1986 the Scottish index stood at 89.6, the 
lowest fourth quarter recorded for 4 
years. The UK index, however, rose 0.8 
points in the quarter to 104.2 (1980=100). 
While the UK index has risen in every year 
since 1981, the Scott ish index actual ly 
f e l l s l ight ly in 1986 and i s now fully 

11.2 points below tha t for the UK, by far 
the l a r g e s t gap recorded s ince the 
seasonally adjusted figures were rebased 
to 1980 levels. 

This substant ia l - and widening - gap 
between Scott ish and UK cons t ruc t ion 
performance has not gone unnoticed within 
the indus t ry . In May the S c o t t i s h 
Const ruc t ion Indus t ry Group - which 
c o m p r i s e s r e p r e s e n t a t i v e s from 
c o n s t r u c t i o n - r e l a t e d p r o f e s s i o n s , 
contractors and trade unions - published a 
smal l bookle t cha r t i ng 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 
s t a t i s t i c s the SCIG booklet i l l u s t r a t e s 
tha t in Great Br i ta in the to t a l annual 
level of new orders in the construction 
sector had fallen to approximately 80% of 
i t s 1970 value. In Scotland, however, 
the f a l l has been more dramatic - to 55% 
of the 1970 level . SCIG argues that 
between 1970 and 1980 the decline in 
construction orders resulted mainly from a 
steady reduction in public expenditure. 
After 1980 the fal l in public construction 
expenditure largely halted in England but 
not in Scotland, where the non-housing 
sector has continued to do badly. What 
i s worse, argues SCIG, the rapid increase 
in private construction orders since 1982 
so evident in England has not been so 
apparent in Scotland, with the result that 
S c o t l a n d ' s o v e r a l l s h a r e of UK 
construction ac t iv i ty has been declining 
s t e a d i l y . While d e p l o r i n g t h i s 
situation, and warning that expenditure on 
the country's infrastructure i s less than 
adequate, SCIG makes no recommendations as 
to what should be done to improve matters. 

Conceivably some re l i e f could be a t hand 
from an unexpec ted s o u r c e . The 
implications of a recent discussion paper 
by Professor Gordon Hughes of Edinburgh 
University* are tha t the introduction of 
the poll tax could indirect ly stimulate 
private housebuilding in Scotland. His 
argument i s based on the fact that since 
domestic r a t e s are in effect a tax on 
housing they tend to inf luence the 
decision on whether to buy a house (and 
what size to buy). Since domestic rates 
are to be replaced by a poll tax which 
should not a f f e c t the house-buying 
decision, demand for houses w i l l r i s e . 
Given t h a t the supply of houses i s 
v i r tua l ly fixed in the short run, prices 
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will in i t ia l ly rise - and Professor Hughes 
estimates a rise of 23% in Scotland, more 
than twice the estimated r ise in the South 
East of England. In the longer run the 
i n c r e a s e in demand should s t i m u l a t e 
housebuilders to increase supply ie build 
more houses. If Professor Hughes' 
f i gu re s a re c o r r e c t in terms of the 
differential regional price impact of the 
poll tax, i t s introduction could serve to 
reduce the gap between the construction 
sectors in Scotland and England. 

The cautiously optimistic note sounded in 
two previous ed i t ions of the S c o t t i s h 
Business Survey i s repeated in the la tes t 
Survey. A balance of 32? of responding 
f i r m s in t h e c o n s t r u c t i o n s e c t o r 
experienced inc reased pr iva te sector 
o rde r s in the t h r e e months to June, 
confirming the expected trend of the April 
Survey. Although public sector contracts 
were s lugg ish from Apri l t o June, a 
balance of 12% of responding firms did 
anticipate an increase in orders from this 
s o u r c e i n t h e n e x t q u a r t e r . One 
in te res t ing feature of t h i s quar ter ' s 
Survey i s the pat tern of responses on 
employment. Previous Surveys have found 
that demand for non-manual workers was 
br ighter than tha t for manual workers. 
However, t h i s trend i s reversed in the 
l a t e s t edi t ion , with a balance of 12% of 
respondents indicat ing an increase in 
manual employment, while a balance of 27% 
experienced a d e c l i n e in non-manual 
employment. Most interesting of a l l i s 
the f ind ing t h a t 51% of responding 
c o n s t r u c t i o n f i rms had experienced 
d i f f icu l ty in obtaining s taff over the 
l a s t three months, compared with 35% of 
respondents overal l . Skil led manual 
workers proved to be the group in shortest 
supply in the c o n s t r u c t i o n s e c t o r , 
fol lowed by managerial and technical 
workers, which may indicate a potentially 
worrying bottleneck if demand does pick up 
once again. However, the lack of skilled 
workers should not be overstressed in the 
short-run; only 12% of construction firms 
responding to the Survey mentioned a 
shortage of ski l led labour as the main 
factor limiting output growth, while 80% 
mentioned lack of orders. 

On the company front, the r ehab i l i t a t i on 
of FJC Lil ley continues. In July the 
company disposed of a f u r t h e r four 
subs id ia r ies , two in Scotland and two in 
the US. Wilson Pipe F i t t i ngs has been 
sold to Dover Engineering, and Irvine 

Spring Company has been sold to i t s 
management ; total consideration is around 
£750,000. In America, Lil ley has sold 
John W Cowper and the power divis ion of 
Harrison Western, together accounting for 
about half of Li l ley ' s t o t a l US turnover. 
These se l l -o f f s mark another important 
s t ep in L i l l e y ' s retrenchment to i t s 
t r a d i t i o n a l s t r e n g t h s , t h a t of 
construction in the UK. The UK disposals 
have done much to reduce the company's 
borrowings, which stood a t £57m a t one 
point in 1986, and with the para l l e l 
announcement of new contracts worth over 
£20m, Lilley now looks to be in a much 
sounder position than i t was a year ago. 

Caledonian Paper, the Finnish-owned 
company, has been signing contracts for 
the construction of i t s new paper mill at 
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 o i l index 
for June was 117.5 (1980=100), a f a l l 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 fal l in the North Sea oil production 
in June is attributed to the commencement 
of a p a r t i c u l a r l y i n t e n s i v e summer 
maintenance programme, with Forties output 
being especially badly affected. 

The OPEC meeting on 25 June was successful 
in extending the c a r t e l ' s e x i s t i n g 
production and price agreements and this , 
combined with renewed fears over the 
continuity of Gulf supplies, led to a 
firming of crude o i l prices in the world 
market. By early July, Brent crude was 
t r a d i n g a t between $20 and $21 per 
b a r r e l l , the highest price for over a 
year. 

There are signs tha t the prospects of a 
period of relatively stable oil prices at 
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around $20pb i s l ead ing to renewed 
exploration and development activity in UK 
waters. In May, 18 exploration rigs were 
d r i l l i ng in the North Sea, 5 more than in 
February, and indust ry a n a l y s t s were 
predicting a further s ignif icant r i s e in 
the number of r igs in operation over the 
summer. In July, Shell/Esso announced a 
major new development programme for the 
Kittiwake field. Costing $350m, this i s 
the f i r s t major new North Sea o i l f i e ld 
development to be announced since January 
1986, and is expected to create 2,500 jobs 
in Scotland and the North East of England. 
With estimated reserves of 70mb, Kittiwake 
wi l l commence production in 1991, and a t 
i t s peak is expected to produce 36,000bpd. 
I n t e r e s t i n g l y , the development of 
Kittiwake only became economically viable 
when improved technology in platform 
design and construction allowed project 
costs to be reduced by 40% from i n i t i a 1 

estimates. 

The Department of Energy's 'Brown Book 
indicates tha t UK o i l production in 198t 
was 127m tonnes, a f a l l of 0.5m tonne: 
from the 1985 figure. the value oi 
orders for offshore development f e l l bj 
35? to £2.2bn. Although the share of UF 
companies rose to a peak 82$, the value oi 
orders received by the UK industry fel l tc 
£1.8bn from £2.7bn in 1985. The total 
number of exploration and appraisal wells 
started during the year was 113, 30% dowr 
on 1985. 
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The index of production for coal and coke 
in Scotland f e l l by 22$ in the fourth 
quarter of 1986. For the year as a whole 
output was 2$ higher than in 1985, a year 
in which f i r s t quarter output was severely 
affected by the miners' s t r ike . In the 
UK, however, output in 1986 rose to a 
level 18% higher than in the previous 
year. 

The index for other energy and water 
supply in Scotland f e l l again in the 
fourth quar ter by 1%. For 1986 as a 
whole the output of t h i s sector was 3$ 
lower than in 1985. The UK index, in 
contrast, fell by 6% between the third and 
fourth quarters of 1986 but for the year 
as a whole was 3% higher than in 1985. 
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The S c o t t i s h c o a l f i e l d r e g i s t e r e d a 
trading prof i t in Br i t i sh Coal's annual 
accounts for 1985-87. The deep-mined 
section, however, continued to reg is te r 
heavy losses and i t was only because of 
the prof i t contribution from opencast 
ope ra t i ons t h a t the S c o t t i s h Area's 
position looked healthy. During the year 
Br i t i sh Coal continued to improve i t s 
performance in p repa ra t ion for the 
possible p r iva t i sa t ion of some or a l l of 
the industry by the early 1990s. Unit 
costs f e l l by 13% while productivity 
increased by 21$. Sir Robert Haslam, 
British Coal's chairman, has made i t quite 
clear that the performance is not yet good 
enough, however. He has stated that 
production wil l be further concentrated on 
low cost faces, a policy which must, by 
i m p l i c a t i o n , t h r e a t e n the Ayrshire 
coalfield. 
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One Scot t ish p i t which has completely 
turned around in performance terms i s 
Seafield in Fife. Before, and j u s t 
after, the miners' strike Seafield was the 
highest cost p i t - in terms of cost per 
tonne of coal produced - in Scotland. I t 
i s now trading profitably and producing 4 
tonnes per manshif t from i t s s i n g l e 
remaining face (the UK average i s 3.6 
tonnes per mansh i f t ) . As a r e s u l t , 
British Coal have agreed, in principle, to 
open another coa l face a t the p i t , 
ostensibly to replace the face l o s t in a 
f i r e in January but in r e a l i t y to come on 
stream as the existing face i s worked out. 
I t i s expected t ha t an extra 40 jobs w i l l 
be c rea ted in t h i s £80m development 
(taking the workforce to 740) but tha t i t 
wi l l a lso require agreement on six day 
production. At present the NUM have 
rejected the introduction of new working 
pract ices although i t i s known tha t the 
Scottish Area i s likely to t reat the issue 
with some f l e x i b i l i t y . I t i s probable 
that i f the new investment does not go 
ahead a t Seafield, the p i t w i l l close 
within the next few years. 

However, the overall picture for 1986 i s 
not encouraging. The index for the full 
year stands at 103, i t s lowest level since 
1982; t h i s c o n t r a s t s with the food 
industry index for the UK which has risen 
in every year since 1981. 
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One p i t def in i te ly about to close i s 
Polmaise in S t i r l ingshi re . Development 
work has been going on a t the mine for 4 
years, l a t t e r l y in an attempt to join-up 
the coal reserves a t Polmaise with those 
in the Hirs t seam and bring the output up 
at Longannet power station. British coal 
have decided that i t would save around £3m 
per year if the drive were undertaken from 
the Longannet end, although why i t took 18 
months to find this out remains a mystery. 
The 112 jobs a t the p i t wi l l be l o s t to 
the industry eventually but the miners 
wi l l be offered relocat ion elsewhere in 
the coalfield. 

A major contract for Ayrshire opencast 
coal has been signed between British Coal 
and Caledonian Paper Company, the Finnish-
owned pulp mil l due to open in Irvine by 
1990. The 5 year contract for 35,000 
tonnes of coal per annum wi l l add to the 
increased level of opencast coal produced 
by the industry - a level set to increase 
from 14m tonnes per annum to 18m tonnes 
over the next year. 

The drink and tobacco industry remains in 
the doldrums. The industry index for 
1986 stood a t 75 (1980=100), the same as 
1985. The only s l i g h t degree of 
encouragement i s tha t t h i s i s the f i r s t 
year in which the index has not fa l len 
since 1979. The Scott ish drink and 
tobacco index i s now a fu l l 21 points 
below that for the UK. 
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FOOD, DRINK AND TOBACCO 

The index of production for the food 
industry moved up one point in the f ina l 
q u a r t e r of 1986 t o s t a n d a t 105. 

However, results from the la tes t Scottish 
Business Survey continue the opt imis t ic 
note struck in the previous two editions. 
In the 3 months to June, a balance of 22$ 
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of respondents experienced an increase in 
new o r d e r s , with a balance of 25J 
experiencing an increase in t o t a l sa les . 
As with previous Surveys export orders 
appear to be providing the biggest boost 
to new orders; encouragingly over half the 
responding firms also 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, i s expected to continue in the 
next quarter. Two-thirds of respondents 
have experienced a f a l l in stocks of raw 
materials over the last quarter, and i t i s 
interesting to note that almost one-fifth 
of f i rms claimed t h a t a lack of raw 
mater ia ls i s the single most important 
factor limiting output. 

Expansion plans among the large grocery 
groups continue to be the order of the 
day. As the May Commentary went to press 
the Argyll Group announced their "Safeway 
1990" programme which involves the merging 
of the existing Presto and Safeway stores 
and the opening of a t l e a s t 25 s tores per 
year in the UK. Up to 6 new stores plus 
a d i s t r ibu t ion centre are expected to be 
opened in Scotland, creating up to 3,000 
new jobs; a fa i r ly high proportion of 
these wi l l be par t - t ime. No sooner had 
th i s announcement been made than Dee 
Corporation, owners of Gateway and Fine 
Fare, announced an even more ambitious 
expansion plan. A £100m development plan 
over 5 years i s expected to create 3»000 
ful l - t ime and 2,000 part- t ime jobs in 
Scotland, involving several new Gateway 
stores and the refurbishment of 8 existing 
Fine Fare stores which wi l l subsequently 
t r a d e u n d e r t h e Gateway name. 
In teres t ingly , the planned expansion in 
Scotland accounts for ha l f of Dee's 
proposed UK investment programme, an 
indication of how competitive the packaged 
grocery market i s becoming in Scotland. 
Major investment of this kind is bound to 
increase the compet i t ive p ressu re on 
Scottish companies such as Wm Low, much 
smaller than companies like Argyll and Dee 
Corporation, but equally ambitious and 
expansion-minded. 

Scottish & Newcastle have declared good 
f i gu re s for the 12 months to 3 May. 
Turnover rose 1% to £827.5m while pre-tax 
prof i t s rose fully 20? to £90.3m, helped 
by the contribution of Home Brewery, 
acquired l a s t August, and a good second 

half performance by Thistle Hotels. The 
company's annual report confirms rumours 
that Hanson Trust did discuss the sale of 
Courage brewers to S & N before the 
eventual sale to Elders IXL. This i s 
made a l l the more piquant by the fact that 
the City has been ful l of rumours for 
s e v e r a l months t h a t E l d e r s were 
contemplating a bid for S & N, which would 
form a formidable brewing partnership with 
Courage. At the moment Elders i s 
involved 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 
cer ta inly be referred to the Monopolies 
and Mergers Commission (MMC), a prospect 
which may be enough to dampen any ardour 
which Elders may have for S 4 N; although 
the Commmission cleared the 1985 bid by 
Elders for Allied-Lyons, the nine month 
delay caused by the referral led Elders to 
abandon the bid and buy Courage instead. 

Not that S & N have any reason to feel 
well-disposed towards the MMC. The 
company's bid for regional brewer Matthew 
Brown narrowly fai led in 1985, and the 
feeling has always been tha t the time 
delay induced by the MMC's del iberat ions 
helped Brown to marshall the i r defences 
successfully. 

In addition, Mr Alick Rankin, S & N Chief 
Executive, is known to be less than happy 
a t the prospect of a f u r t he r MMC 
investigation into the tied-house system, 
which he feels has been subject to qui te 
enough s c r u t i n y s i n c e t he f i r s t 
invest igat ion in 1969. In fact i t was 
that in i t i a l investigation (which was into 
the indus t ry gene ra l ly ) which f i r s t 
ident i f ied the tied-house system, as in 
part responsible for a lack of free entry 
i n t o the market and a lack of p r i c e 
competition. Despite some modifications 
to the system undertaken by the Brewers' 
Soc ie ty , a r e cen t carefu l a n a l y s i s 
suggests that the main r e s t r i c t i o n s on 
competition were never removed,* and 
concen t ra t ion in the indus t ry has 
increased since tha t 1969 invest igat ion. 
Government doubts about the tied-house 
system have never been entirely removed, 
and d e s p i t e Mr Rankin's annoyance a 
further invest igat ion probably has some 
merit. 

Another company showing improved 
performance is A G Barr, manufacturers of 
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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 r i s e in p rof i t s was 
par t ly due to good sales of Irn Bru and 
Tizer, but three other factors were also 
p r e s e n t ; t h e l a u n c h of branded 
confectionary, the sale of surplus empty 
p l a s t i c b o t t l e s , and an excep t iona l 
(unspecified) packaging order which ended 
in June. 

English brewers Whitbread have announced a 
£20m investment programme in Scotland, but 
i t has l i t t l e to do with pubs or brewing. 
The investment will be concentrated in the 
company's restaurant act iv i t ies , resulting 
in 20 new Beefeater res taurants by 1990 
and an increase in the number of anglo-
American Pizza Hut outlets. 

•R W Shaw & P Simpson "The Monopolies 
Commission and t h e p r o c e s s of 
competition". Fiscal Studies, Vol 6, 
1985. 

WHISKI 
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Total production of Scotch whisky stood at 
71.278m l i t r e s of pure alcohol (LPA) in 
the f i r s t quarter of 1987, 1.5% higher 
than the f i r s t quarter of 1986. The 
s l igh t to ta l increase comprises a 6.6% 
r i s e in malt whisky production to 29.9m 
LPA and a 1.8% f a l l in grain output to 
41.3m LPA. Exports cont inue to be 
s l igh t ly lower than l a s t year, however. 
Total exports f e l l by 1.1% over the f i r s t 

f ive months of 1987 to 89.2m LPA; malt 
whisky exports fe l l by 3.6%, while blended 
exports, responsible for nearly nine-
tenths of a l l overseas sa les , f e l l by a 
more modest 1%. 

At the time of writ ing no decision has 
been made by the General Agreement of 
T a r i f f s and Trade (GATT) on Japan 's 
d i s c r i m i n a t o r y tax and duty system 
re la t ing to imported alcoholic drinks. 
Ths in i t i a l Japanese reforms discussed in 
the February Commentary have now been 
withdrawn; t h i s prompted the European 
Community to refer the matter to GATT, 
under prompting from a variety of bodies 
representing European wines and s p i r i t s 
producers including the Scotch Whisky 
Assoc ia t ion . The GATT dec i s ion i s 
expected short ly , and if the finding i s 
that Japan's policy is discriminatory then 
that country will be asked to come up with 
reforms which go f u r t h e r than those 
proposed las t year. If no such agreement 
i s forthcoming the EC countries may feel 
obliged to take r e t a l i a to ry measures, a 
potent ia l ly serious move for the whisky 
industry since Japan i s the third largest 
export market for Scotch whisky. Ideally 
t h e i n d u s t r y would l i k e to see 
condemnation by GATT followed by a radical 
tax overhaul by the Japanese. But a more 
l ike ly outcome seems to be a t l e a s t some 
measure of c r i t i c i sm by GATT then new 
proposals by the Japanese which go some 
way to placating the European producers. 
In common with the other European industry 
bodies, the SWA must weigh up the possible 
rewards against the possible r i sks of 
sparking off a potentially damaging trade 
war. However, speculation along these 
lines i s largely pointless until the GATT 
decision is known. 

The prospect of another Guinness scandal 
was raised in July when the Department of 
Trade and Industry (DTI) announced that i t 
was launching an inqui ry i n t o share 
dealings during the Arthur Bell takeover 
in 1985. Cer ta in i r r e g u l a r i t i e s , 
possibly pointing to insider dealing in 
Bel l ' s shares, apparently came to l igh t 
during the DTI's inqui ry i n t o the 
subsequent takeover of D i s t i l l e r s by 
Guinness. Meanwhile the new Guinness 
management have had some success in their 
court batt les against the company's former 
d i rec to rs . Thomas Ward, the American 
lawyer who resigned from the board in the 
wake of the D i s t i l l e r s scanda l , was 
ordered by the High Court to repay the 
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£5.2m payment made to him by Guinness for 
advice during the bid. This may take 
some time to effect since much of the 
payment went s t ra igh t to the US taxman; 
nevertheless i t represents a s ignif icant 
victory for the Guinness board. 

Since Sir Norman Macfarlane took control 
of Guinness he has made clear his disquiet 
at the decision of the previous management 
to give the Dewar's brand to Schenley 
Indus t r ies , the brand's UK d i s t r i bu to r , 
under what can only be descr ibed as 
controversial circumstances. For the 
last 3 months there have been suggestions 
that a way out of t h i s impasse was for 
Guinness to buy Schenley from i t s owners 
Rapid American Corporation, thereby not 
only so lv ing the problem of brand 
ownership but allowing Guinness more close 
control of an important US d i s t r ibu to r ; 
even a fee of £400 has been suggested. 
Neither Guinness nor Rapid American wil l 
confirm or deny that divestment talks have 
taken place, but i t seems likely that the 
situation will not be resolved until legal 
owner sh ip of Dewars i s f i n a l l y 
established. 

When the Argyll Group announced tha t i t 
was se l l ing the companies in i t s food 
manufacturing division i t was widely 
assumed tha t Paterson-Bronte, b i scu i t 
manufacturers from Livingston, would 
e i ther be bought by another major food 
manufacturer or be subject to a management 
buy-out. Instead, the purchasers were 
Robertson & Baxter, the whisky blenders 
whose share structure and management i s so 
c l o s e l y i n t e r t w i n e d with Highland 
D i s t i l l e r s . Indeed, so closely are the 
companies connected t ha t the Monopolies 
and Mergers Commission investigation into 
Hiram Walker's 1980 bid for Highland made 
mention of the possible damage which could 
be done to any i n t e r r u p t i o n of the 
symbiotic relationship between them. The 
move by R & B into the world of oatcakes 
i s not as strange as i t seems. The 
company now has a policy of moving into 
the market for q u a l i t y branded food 
products, and in 1986 the f i r s t move was 
made in that area with the purchase of 
Arran Provisions which makes a range of 
high q u a l i t y mustards , sauces and 
preserves. Arran Provisions are now set 
to double the i r workforce of 30 over the 
next 18 months, and plan to move to a new 
factory l a t e r in the year. The R & B 
strategy of diversification grew from the 
belief that future growth prospects in the 

alcoholic drinks industry are limited, and 
the perception that quality branded foods 
require s imilar marketing expert ise to 
that needed for quality blended whiskies. 
I t seems unlikely that Paterson-Bronte 
will be the las t acquisition made by R & B 
in th i s area. 

When Allied-Lyons purchased a 51% stake in 
Hiram Walker l a s t year some commentators 
wondered whether the object was more to 
help f ight off the unwelcome bid from 
Elders DCL than to realise the ambition of 
becoming a major f o r c e in t he 
internat ional drinks industry. However, 
changes are clearly afoot at Hiram Walker 
with the announcement that around £100m of 
non-alcoholic drinks businesses are to be 
sold off together with the disposal of 
£50m of excess Canadian whisky and Cognac 
stocks. There is also a direct Scottish 
dimension to Allied's plans. As part of 
i t s purchase of Hiram Walker Al l ied 
obtained control of Ballantine's, which is 
currently the thi rd best se l l ing Scotch 
whisky in the world. The aim i s to push 
Ballantines to number two by the end of 
t h e d e c a d e , d i s p l a c i n g Grand 
Metropolitan's J & B Rare. Notice that 
there i s no word of overseas plans for the 
brands of Allied's exist ing whisky firm, 
Wm Teacher. Teacher's Highland Cream has 
never been a strong seller outside the UK, 
and th i s lack of a top-sel l ing worldwide 
blended whisky was one of the factors 
which prompted Allied's move for Hiram 
Walker. 

METAL INDUSTRIES 

Crude steel production in the European 
Community in the first half of 1987 
declined by 2.1% against the same period 
in 1986. If one excludes 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 decline of 4.6%. 
As explained in last quarter's Coamentary 
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 
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efficiency, saw the announcement in July 
of an af te r tax p rof i t of £178m for BSC 
which i s in l i n e wi th the a n a l y s i s 
presented in l a s t quar ter ' s Commentary. 
The broad contrast i s one of a continental 
s t e e l i ndus t ry facing quant i ta t ive ly 
stagnant markets characterised by weak 
pr ices and low or negative operating 
p ro f i t s , whi ls t the UK producers face a 
buoyant home market with extremely good 
prof i t prospects for both d i rec t and 
indirect steel exports to Europe. 

This dichotomy of fortune looks likely to 
continue for the remainder of 1987 and the 
early part of 1988. EEC projections for 
the thi rd quarter of 1987 posi t a 5.5% 
f a l l in apparent s tee l consumption over 
the e q u i v a l e n t per iod in 1986 and a 
smaller decline of 3.7$ in crude s tee l 
product ion as expor t markets recover 
marginally from las t year. However, the 
s i tua t ion in the UK i s substant ia l ly 
br ighter with increased production and 
de l iver ies both a t home and to EEC and 
th i rd country markets. Much of t h i s 
business i s a t margins which suggests 
tha t , in November, BSC wi l l announce 
increased profits for the half year. I t s 
main continental rivals wil record losses 
for both the f i r s t half of 1987 and for 
the year as a whole. Projections for 
1988 depend c r i t i c a l l y on the r e l a t ive 
p r i c e s of t h e d o l l a r , pound and 
deutschmark and on the organisational 
arrangements for s t ee l markets which 
emerge from the meeting of Indus t ry 
Ministers scheduled for 21 September. 

At t h i s meeting the EEC w i l l present 
Industry Ministers with a detai led plan 
for bringing European s tee l production 
into l ine with demand by 1990 at levels of 
p r o f i t a b i l i t y which ensure suff ic ient 
earnings to finance investments in cost 
reducing processes and obviate the need 
for s t a t e aid and subsidy. In addit ion, 
the Commission envisages a lesser degree 
of protection from third country imports 
excepting cases where steel products are 
being dumped onto European markets a t 
prices below the real cost of production. 
Thus by the end of 1990 there i s a des i re 
to see Community producers in shape to 
face fair competition from both in ternal 
and e x t e r n a l concerns . This i s an 
extremely t a l l order. In recent months 
EEC Commissioners have become increasingly 
pessimistic about the medium-term outlook 
for the industry and have increased their 

estimates of current excess capacity from 
22 to 30 million tonnes per annum. This 
l a t t e r f igure i s consistent with low 
demand p r o j e c t i o n s contained in the 
General Objective for Steel 1990 and 
subsequent update of October 1986. In 
reaching t h i s conclusion the Commission 
s t resses four factors . F i r s t l y , i t i s 
grounded on a view that subst i tu t ion by 
o ther m a t e r i a l s w i l l reduce specific 
consumption of s tee l by 2% per annum. 
Secondly, for most European producers 
third country export markets will continue 
to be difficult because of the activit ies 
of lower cost competitors such as South 
Korea and Taiwan and continued protection 
of lucrative US markets which considerably 
l imits the access of European steelmakers. 
Thirdly, the re la t ive ly high margins for 
importers in EEC markets w i l l encourage 
th i rd countries to increase de l iver ies 
p lac ing p r e s su re on p r i c e s . The 
diversion of steel from protected markets 
such as the US contributes s ignif icant ly 
to the broad conclusion that continental 
markets w i l l become progessively more 
d i f f i cu l t for a l l but the most e f f ic ien t 
suppliers . Fourthly, the weak dol lar 
which i s argued to persist over the period 
makes export markets a t t r a c t i v e to US 
steelmakers and there i s some i n i t i a l 
evidence t ha t US s tee l production and 
exports are indeed responding in th i s 
manner. This w i l l put further pressure 
on p r i c e s and margins faced by EEC 
producers in third markets and contribute 
to slow growth in Community exports. 

Thus, for these reasons the EEC has moved 
i t s projection into l i ne with the most 
p e s s i m i s t i c scena r io outlined in i t s 
various strategy documents. I t should be 
noted t ha t t h i s revision took place a t a 
time when continental producers posted a 
series of larger than expected losses and 
when the objective circumstances of the 
industry appeared to change l i t t l e from a 
few months e a r l i e r when excess capacity 
was projected to be between 22 and 24 
mil l ion tonnes per annum. There i s a 
susp ic ion in the indus t ry t h a t the 
Commission were r a t t l ed by the losses 
recorded in t h i s period and tha t the new 
est imates may be the r e su l t of an over-
r e a c t i o n t o t he a d m i t t e d l y poor 
performance of enterprises which they had 
deemed to be viable as la te as early 1986. 
Secondly, these r e v i s i o n s took p lace 
aga in s t the backdrop of the Eurofer 
exercise which was uncovering modest 
offerings of capacity reductions on the 
p a r t of producers e s p e c i a l l y in the 
troubled f la t products sector. 
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However, the OECD Steel Committee estimate 
that world surplus capacity will reach 180 
million tonnes per annum by 1990, of which 
area 75? is accounted for by the OECD 
countries. In addition final consumption 
i s projected to f a l l by 6.1% in the OECD 
areas and capacity increases in the r e s t 
of the world more than match expected 
advances in s teel consumption. Thus, 
although Commissioner Narjes may be guilty 
of releasing the message a t the most 
po l i t i c a l l y opportune moment, i t i s not 
our view that the d i re outlook for the 
European s t e e l i n d u s t r y has been 
exaggerated to any s ignif icant extent. 
I t i s ent i re ly possible tha t the reverse 
i s the case. 

The EEC plan w i l l t h e r e f o r e seek t o 
eliminate 30mt of excess capacity over the 
period 1988-1990. The mechanism for 
achieving t h i s i s an extension of that 
proposed by the Eurofer group of s tee l 
producers . The Eurofer i n i t i a t i v e 
involved the ident i f ica t ion of capacity 
which producers were wil l ing to close 
ei ther with or without s t r ings . The 
production quotas a t t ached to t h i s 
capaci ty were to be sold to o the r 
producers who would expand ou tpu t . 
Unfortunately, Eurofer steelmakers failed 
to i den t i f y s u f f i c i e n t cu t s in f l a t 
products and heavy sections where there 
were many producers willing to buy quotas 
but re la t ive ly few s e l l e r s . The new 
proposal supplements t h i s procedure with 
a d d i t i o n a l c losu re premiums made to 
producers who both close surplus capacity 
and s e l l product ion quo tas . These 
premiums wi l l be financed from a fund 
generated by a system of output l ev ies . 
This proposed l evy has provoked 
considerable controversy and opposition. 
I t i s envisaged that 70? of the fund wi l l 
be allocated to closure incentives whilst 
the remainder will contribute to a larger 
e f f o r t to a l l e v i a t e the s o c i a l and 
regional consequences of a p ro jec ted 
reduction in steel industry employment of 
80,000 over the period of the plan. 
Closure premiums will not be paid to firms 
which eliminate capacity but allocate the 
underlying quotas to other production 
l i n e s because i t i s recognised t h a t 
s i g n i f i c a n t opera t ing ga ins may be 
achieved from higher u t i l i s a t i o n r a t e s . 
These a r e l i k e l y to be cons iderably 
greater than the gains accruing from the 
sales of quotas. Thus the intent ion i s 
to prevent the levies paid by producers 
from contributing to the modernisation 
costs of the i r competitors. However, 
premiums paid to firms who scrap plant and 

s e l l quotas would appear to be available 
to modernise the remainder of the 
b u s i n e s s . These could r e s u l t in 
d i s to r t ions emerging in non-regulated 
product markets or could be used to 
improve the technical performance of 
product ion l i n e s in quota res t r i c ted 
sectors in ant ic ipat ion of subsequent 
deregulation. 

The quota system i t s e l f i s se t for an 
overhaul wi th severa l c a t e g o r i e s of 
products removed completely. I t i s 
anticipated that profitable concerns will 
be granted additional quotas and that the 
reference dates for the calculat ion of 
quotas r e f l e c t production leve l s more 
recent than those underpinning the present 
arrangements. Tne Commission i tself may 
purchase and cancel quotas in order to 
s t ab i l i s e prices by r e s t r i c t i ng supply 
r e l a t ive to demand. The EEC intend to 
monitor the progress of the restructuring 
e f f o r t s and to seek agreement with 
individual firms on programmes of capacity 
reductions. Indeed, the f i r s t survey of 
intentions i s proposed to be completed by 
c o n s u l t a n t s and p r e s e n t e d to t he 
Commission by 30 November which suggests 
that al l European steelmakers, including 
BSC, are a t t h i s time examining the i r 
plant configurations and future operating 
s t r a t eg ies . If the carrot of closure 
i n c e n t i v e s f a i l s t o summon f o r t h 
s u f f i c i e n t proposa ls for abandoning 
capacity then the EEC wi l l end the quota 
system at the end of 1988 and usher in the 
"big bang" which the producers and their 
governments have fought sk i l l fu l ly to 
avoid. I t remains to be seen whether the 
threat of t h i s i s suff icient ly great to 
e n s u r e t h e emergence of a phased 
t rans i t ion to deregulated markets for 
str ip and plate. 

The exact d e t a i l s of th i s proposal have 
yet to become available to those outside 
the negotiat ions and indeed substant ia l 
revisions may emerge after the September 
meeting of the Industry Ministers. Thus, 
how i t will finally hang together and the 
consequent dynamic which i t w i l l impart 
upon Scot t ish , UK and Community s teel 
production can only be the subject of 
speculation. Clear ly BSC corpora te 
planners may require to grapple with the 
vexed questions of whether an operation 
based on 5 i n t e g r a t e d p l a n t s can be 
sustained over t h i s period or whether 4 
wide hot s t r i p mi l l s can be jus t i f i ed to 
EEC r e g u l a t o r s . There are op t ions 
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a v a i l a b l e to t he C o r p o r a t i o n to 
rationalise s t r ip and plate production a l l 
of which have been alluded to in previous 
Commentaries. I t must be established 
immediately af ter exact d e t a i l s of the 
revised system become avai lable , the 
extent to which there i s an incentive or 
requ i rement to pursue such measures. 
Fortunately, BSC i s a t present one of the 
most competitive and prof i table s tee l 
concerns in Europe or elsewhere and there 
remains a strong argument tha t i t i s 
others and not BSC who require further 
painful surgery- If the new quota regime 
is intended to simulate market responses 
then BSC should expand r e l a t i v e to other 
producers and progressively increase i t s 
market share and capacity uti l isat ion. I t 
i s to be hoped tha t the government can 
help secure the circumstances in which 
BSDs improved performance i s reflected in 
EEC assessments of i t s future s ize and 
tha t i t w i l l abstain from se t t ing BSC 
unrea l i s t i c f inancial targets in the new 
transitional period in order to faci l i ta te 
an unnecessary denationalisation. The UK 
steel industry i s on the mend but further 
pa t i ence i s r equ i red on the p a r t of 
government and, most importantly, on the 
past of BSC executives. We w i l l return 
to these questions in greater de ta i l in 
the next Commentary when the outcome of 
the Industry Ministers' gathering is known 
with certainty. 

Engineer magazine which found that a net 
21% of companies were more optimistic in 
May than 3 months before. This i s the 
second successive survey by the magazine 
which has detected growing confidence in 
the sector . I t would be premature to 
greet these surveys as indicators of the 
recovery of the industry in Scotland. 
Nevertheless, the l a s t quarter has been 
t h e l e a s t t r a u m a t i c fo r S c o t t i s h 
mechanical engineering for some time, 
with no major redundancy or c lo su re 
announcements. 

Mechanical eng ineer .ng output 

I I 
1980 1982 

I 
1*84 

1 
1986 

MECHANICAL ENGINEERING 

The fourth quar ter of 1986 saw a further 
f a l l in the Index of Production of the 
Scot t ish mechanical engineering industry, 
from 75 in the third quarter to 70. This 
represents a decrease of some 12.5$ during 
the year to leave the series at i t s lowest 
ever point. Assuming tha t the fourth 
quarter figure i s correct, there i s every 
reason to expect yet another fal l when the 
results for the f i r s t quarter of 1987 are 
published since this wi l l incorporate some 
of the closures and redundancies of the 
ea r l i e r part of t h i s year. However, 
there are some preliminary indicat ions 
tha t the short-term prospects for the 
industry have improved. According to 
July's Scottish Business Survey, a balance 
of 16% of firms i s more op t imis t i c about 
the general business s i tua t ion than was 
the case three months ago. Companies 
report tha t the trends in both sa les and 
new orders are upwards although employment 
continues to f a l l . Support for th i s 
b r i g h t e r out look i s provided by the 
r e s u l t s of a survey of UK mechanical 
engineering firms carr ied out by The 

In mid-July, Babcock International was the 
sub j ec t of a "merger" bid wi th FKI 
E lec t r i ca l , a re la t ive ly small but f a s t -
growing Yorkshire-based concern. Babcock 
became the subject of takeover speculation 
in 1986 when the Rainbow Corporation of 
New Zealand took a 5% s t ake in the 
company. More recently the cash-rich GEC 
was thought a possible predator. A less 
l i k e l y p a r t n e r for Babcock in the 
engineering world than FKI i t would be 
d i f f i c u l t to find. From fa i r ly humble 
beginnings - making parking meters - the 
company has grown s t rong ly i f not 
spectacularly in recent years. I t has 
specialised in taking over ailing concerns 
and turning them around with a keen eye to 
maximising profit margins. I t s turnover 
in the year to Apri l 1987 was £83.5 
compared with Babcock's £1,217.6m. 
Clearly a case of gnat swalling something 
a bi t bigger. Just as Lord King, wearing 
his Br i t i sh Airways Chairman's hat had 
struggled to convince the world tha t h is 
company had merged w i t h B r i t i s h 
Caledonian, so too , as Chairman of 
Babcock, he asked the industry to suspend 
i t s disbelief and accept the FKI approach 
as a merger. If i t goes ahead, this i s a 
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takeover by FKI. The new group wil l be 
known as FKI Babcock with Lord King as 
Chairman and Mr Tony Gartland of FKI as 
Chief Executive. Scotland's interest i s 
in Babcock Energy with plants a t Renfrew 
and Dumbarton employing some 1,860 people. 
With the power station market entering an 
expansionary phase, there can be l i t t l e 
question that Babcock Energy i s extremely 
well-placed to harvest the benefits of i t s 
recent investments. However, Lord King 
has quite pointedly not ruled out the 
prospect of the energy division being 
disposed by the new group. Indeed, 
Babcock Energy would s i t uneasily with 
FKI's typical objectives. F i r s t , the 
substant ia l costs of re-investment have 
not yet begun to earn profits. Secondly, 
the power s ta t ion requires regular and 
substant ia l investment over a very long 
product cycle. Both of these factors 
appear to be alien to FKI. 

Prior to the FKI takeover bid the energy 
division had experienced a s t r ike of 
hourly-paid workers during May. This was 
provoked by management's decision to 
employ four quali ty control workers on a 
contract basis while other employees were 
being made redundant. More positively, a 
further contract for Sizewell B has been 
won. This involves the automated 
inspec t ion of welds on the r e a c t o r 
pressure vessel. Along with the previous 
c o n t r a c t to inspec t forg ings on the 
vessel, the new contract will secure some 
20 jobs in the non-destructive tes t ing 
department of the Babcock Research Centre 
at Renfrew. As part of the management 
consortium of the Royal Naval Dockyard at 
Rosyth, the company i s l i k e l y to be 
invited to tender for an £8m contract to 
modernise the Phalanx anti-missile system. 

As expected, the Howden Group's r e su l t s 
for the 12 months to 30 April r e f l ec t the 
company's t r o u b l e s during the year . 
Turnover was down to £152.3m (from £224m 
in 1985-86) and prof i t s earned on th i s 
ac t iv i ty followed, a t £7.94m (£11.7m). 
However, exceptional provisions of £7.8m 
reduced th i s figure to only £142,000. 
When a tax c r e d i t and the c o s t s of 
e l i m i n a t i n g c e r t a i n e lements of the 
business are taken into account a f inal 
loss of £ 1.28m was reported. Of the 
exceptional provisions, £6.7m represents 
the writing-off of losses at the troubled 
California wind park. This venture has 
now reduced prof i t s by £13.2m since a 
further £6.5 has been o f f s e t a g a i n s t 

previously deferred profi ts . Evidently, 
many of these charges on prof i t s are 
unlikely to be repeated in the future 
since they relate either to the wind-park 
or to the res t ructur ing of the company. 
In consequence, the firm i s moderately 
confident about i t s prospects for the 
future. I t has received a £1.5m order 
from Sweden for a 750kw wind turbine of 
the type pioneered in California and 
al ready ordered for Shet land. The 
machine i s t o be commissioned in 
Gothenburg by mid-1988 and i s important in 
two respects. First , i t represents some 
of the f i r s t re turns to Howden1 s £50m 
investment in wind power generation. 
Secondly, Sweden i s committed to phasing 
out nuc lear power by the end of the 
century and successfu l de l ive ry and 
operation of t h i s machine may open up a' 
potent ia l ly r ich 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 s imilar machines wil l be 
required and the company i s hopeful of 
securing these orders. However, failure 
to do so may ca l l into question the long­
standing 'no redundancy' agreement. 

Oil-related ac t iv i ty has been patchy in 
the wake of the downturn during 1986. 
UIE a t Clydebank i s in serious trouble, 
the yard's workforce having been further 
reduced in recent months, while McDermott 
a t Ardesier announced 70 redundancies in 
May. More posi t ively , Shell and Esso 
have announced tha t they wi l l go ahead 
with the development of the Kittiwake 
o i l f i e ld a t a cost of some £350m. The 
project wi l l include a 6,000 tonnes jacket 
order worth £40m with work s ta r t ing in 
1989. Highland Fabricators and McDermott 
wi l l be the most l ikely contractors for 
th i s job. Hall Russell of Aberdeen has 
won the contract to re-furbish and upgrade 
a former Amerada Hess floating production 
v e s s e l . The vesse l i s c u r r e n t l y 
undergoing in i t i a l conversion at Highland 
Fabricators. 

As part of the annual round of pay and 
conditions negotiat ions, Weir Pumps has 
reached an agreement under which the 
workers will be responsible for inspecting 
their own work for quality. This is the 
final step in the process of introducing 
f lexible working pract ices and i n i t i a l 
r e su l t s of th i s scheme show that the 
amount of re-work needed in the company's 
production c e l l s has been cut by half. 
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The company has also begun moving to a 
version of the j u s t - i n - t ime process and 
th i s has cut by half the amount of work-
in-progress on the shop-floor. In June 
i t was announced that the Group had landed 
a contract to t e s t the cooling pumps for 
Sizewell B prior to delivery, however, the 
significance of the order l i es in the fact 
that Weir can now compete for testing work 
from other countries building PWRs. 

Turning to more general company news, 
Cummins has commenced production of i t s 10 
l i t r e engine for r a i l c a r s a t i t s Shotts 
p l a n t . The company s e e s major 
opportunities in the European locomotive 
and rai lcar markets in the near future and 
wishes to e x p l o i t t h e s e . Mining 
equ ipmen t m a n u f a c t u r e r Anderson 
S t r a t h c l y d e has cut 50 jobs a t i t s 
Glenrothes s i te due to the downturn in the 
coal mining industry. Paisley-based Eadie 
Brothers, the Manufacturer of t e x t i l e 
machinery accessories and components, has 
been bought by Kanai Juyo Koguo of Japan 
for £2.35m. There i s sa id to be no 
danger to the 94 jobs in the town and the 
new group will be a dominant force in the 
market. J H Carruthers of East Kilbride 
has won an order worth £1.364m from 
Caledonian Paper for 11 cranes a t i t s new 
p l a n t a t I r v i n e . The cranes are 
scheduled to be delivered in February 1988 
and t o be commiss ioned in A p r i l . 
I n t e r n a t i o n a l Twist D r i l l (ITD) of 
Peterhead has bought Morse Tool of New 
Bedford, Massachuse t t s from Lambert 
Consolidated Industries 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, 
England and the Netherlands. NEI Peebles 
i s to make 160 people redundant from i t s 
Edinburgh plant. 

Hopes of r e t a i n i n g even a token 
manufacturing faci l i ty a t the Caterpillar 
p l a n t in Udd ings ton have a l l but 
disappeared. The episode earned l i t t l e 
a t tent ion during the General Election 
campaign and has been largely ignored 
since then; and the working party which is 
seeking an a l t e rna t ive operator for the 
factory is fas t running out of time. 
Meanwhile, the company announced improved 
results for the second quarter of 1987. 

Training continues to be a divisive issue 
within the industry. The large companies 
which wish to see the demise of the EITB, 

or a t l e a s t i t s dimunition, have renewed 
the i r at tack via an a r t i c l e by Ford UK's 
senior t ra in ing manager. This makes 
clear the group's view tha t both the MSC 
and the EITB exaggerate the problem of 
ski l l shortages. The companies claim to 
represent more than one th i rd of the 
workers covered by the Board. Following 
i t s period of consultat ion about i t s 
fu tu re a c t i v i t i e s , the Board has , 
provisionally, opted for the compromise 
p o s i t i o n of t i g h t e n i n g - u p the l evy-
exemption ru les but making no decision 
about fundamental changes in i t s ro le . 
The f i n a l dec i s ion w i l l be taken in 
October. 

ELECTRONICS 
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The Scot t i sh index of production for 
e l e c t r i c a l and instrument engineering 
reached a new high in the fourth quarter 
of 1986. I t topped the 200 mark, f i r s t 
recorded in the second quarter of 1985, 
and was reported a t 201, 18 points (10%) 
up on the previous quarter. Despite this 
improvement the yea r -on-year index 
measuring 1986 against 1985 f e l l by 6% 
because of the poor performance in the 
f i r s t three quarters of 1986 (following 
the semiconductor slump). 

More recent information about business 
optimism in the e l e c t r o n i c s sec to r 
indicates tha t the production index for 
1987 wi l l reach new heights. The l a s t 
three Scottish Business Surveys have shown 
business optimism in the sector to be 
running ahead strongly. The July survey 



also showed new orders increasing in a 
balance of 36% of f i rms responding, 
representing a substant ia l change from 
April when, on balance, no growth in 
a c t u a l new o r d e r s was r e c o r d e d . 
Employment in the industry increased in 
43% of firms over the l a s t three months 
while i t f e l l in only 12%. On balance, 
45% of f i rms expect to take on more 
workers in the next three months and, 
pleasingly, predict ions are tha t t h i s 
increase w i l l not be confined to female 
workers. 

Perhaps the most significant result from 
the Survey i s the response to the question 
concerning investment intentions. 38% of 
respondents had revised upwards the i r 
investment i n t e n t i o n s for p l a n t and 
equipment (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 s t r o n g e s t sugges t ions t h a t 
investment i s 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 
f i r s t Scottish-Japanese joint venture is 
se t to come to Cumbernauld in the near 
future. The t ie-up, between Hinari (of 
the UK) and Shinton, w i l l r e s u l t in a 
video casse t te recorder manufacturing 
o p e r a t i o n employing around 250. 
I n i t i a l l y 50 workers w i l l be taken on in 
the £4m venture. 

Indeed, Japanese firms figured prominently 
in the news elsewhere. OKI Electr ic 
Industry is to set-up a test and assembly 
plant for p r in te r s in the old Burroughs 
factory at Cumbernauld. 340 jobs wil l be 
created and production wil l be geared 
towards both the UK and European markets. 
Another casse t te firm, Mitsubishi, i s 
expanding i t s Livingston operation with 
the creation of 200 new jobs and NEC 
semiconductors, also sited in Livingston, 
i s accelerating the introduction of i t s 1 
megabit chip line by 6 months. A further 
100 employees wi l l be added to the NEC 
workforce with this development. 

This ac t iv i ty by Japanese firms, to a 
l i m i t e d e x t e n t , 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 i t s 
markets , a r e a c c e l e r a t i n g Japanese 

investment in overseas ventures. 

Offsetting job gains and losses were the 
result of two other recent announcements. 
Prestwick Holdings, an indigenous firm 
manufacturing printed circuit boards, made 
60 people redundant from i t s workforce of 
440. This follows two bad trading years 
for t h e company. However, BBN 
Laboratores Ltd announced the se t t ing up 
of a research and development operation at 
Riccarton Research park in Edinburgh. 
The £500,000 investment w i l l resu l t in 
jobs for 60 engineers and s c i e n t i s t s . 
The "quality" of these job gains would 
appear to be higher than the Prestwick job 
losses, and i t i s this type of employment 
that the Scott ish economy badly needs. 
Never the less , t h i s provides l i t t l e 
compensation for the redundant Ayrshire 
workers. 

An element of concern should be voiced 
over the short-term future of one of 
Scotland's l a rges t e lectronics sectors -
defence. Over 25% of employment in the 
Scottish industry i s involved in defence 
and avionics work and, while Ferrant i ' s 
Scottish defence operation performed very 
well l a s t 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, Marconi 
and Racal have, between them, shed over 
1,800 workers in the l a s t three months. 
A fal l in spending in Middle East defence 
markets has been pinpointed as the major 
contributory factor but tha t may jus t be 
the t i p of the iceberg. For the f i r s t 
time in over ten years there i s se t to be 
a fall in defence electronics spending in 
cash terms in 1987-88. The budget for 
that year i s planned to be £2.44bn, £60m 
less than in 1986-87. The Ministry of 
Defence's push for greater production 
efficiency has not yet resulted in any 
Scott ish job losses (even though Massey, 
Marconi and Racal have s u b s t a n t i a l 
Scottish operaions) but i t should surprise 
no-one i f industry growth in th i s sector 
i s severely cur ta i led over the next year 
with, perhaps, some consequent job losses. 

TRANSPORT EQUIPMENT 

The news, in l a t e July, tha t Br i t i sh 
Shipbuilders had suffered losses for the 
year 1986-87 came as l i t t l e surprise. 
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The f a c t t h a t the l o s s e s were as high as 
£148m, £11m more than in 1985-86, i s 
somewhat d i s t u r b i n g . In 1985-86 losses 
were running a t approximately £14,000 per 
employee per annum. This has now r i s e n 
to around £20,000 per employee per annum. 
I t should be obvious t h a t l o s s e s of t h i s 
magnitude in the public sector w i l l not be 
s u s t a i n a b l e fo r long . F o r t u n a t e l y , t h e 
ou t look for 1987-88 does appear t o be 
marginally br ighter . 

One of the main r e a s o n s s t a t e d for the 
poor performance of B r i t i s h S h i p b u i l d e r s 
was the u n d e r - u t i l i s a t i o n of labour and 
non-recovery of ove rheads . In o t h e r 
words, t h e r e was no t enough work dur ing 
the year to support the l e v e l s of manpower 
and f a c i l i t i e s l e f t in t h i s much cur ta i led 
i n d u s t r y . In t h e p a s t few y e a r s 
s h o r t a g e s of work have been met w i th 
f u r t h e r r e d u c t i o n s in c a p a c i t y and the 
workforce, however, i t i s arguable t h a t BS 
have c o n t r a c t e d t o t h e l i m i t . Only 
Govan, Appledore-Ferguson and Sunderland 
S h i p b u i l d e r s a r e l e f t a s s h i p b u i l d i n g 
o p e r a t i o n s w i t h i n the company i e f i v e 
s i t e s from Devon (Appledore) in the south 
to Glasgow in the no r th . (Sunderland 
S h i p b u i l d e r s i n c l u d e s t h e old A u s t i n -
P icker sg i l l yard). With so few yards t o 
choose from the type of order sought by BS 
i s necessar i ly becoming more l imi ted and, 
as mentioned in the May Commentary, i t i s 
t o the h ighe r q u a l i t y , h i g h e r p r i c e ends 
of t h e market t h a t t h e company i s now 
look ing . Coupled w i th t h i s s t r a t e g y i s 
the c o n c e n t r a t i o n on winning f e r r y and 
c r u i s e l i n e r o r d e r s - a r e a s where Govan 
and Fergusons have been successful in the 
r e c e n t past . 

In world shipbuilding terms the UK i s now 
a b i t - p a r t player. The t ab l e shows world 
o rder books a s of the f i r s t q u a r t e r of 
1987. 

When an upturn in s h i p b u i l d i n g a c t i v i t y 
comes, and industry analys ts predic t tha t 
t h i s w i l l not be be fo re the e a r l y 1990s, 
the UK w i l l be in no pos i t ion to pick-up a 
l a r g e volume of new o r d e r s . I t i s 
t h e r e f o r e s e n s i b l e f o r t h e UK t o 
c o n c e n t r a t e on f i nd ing a n iche in t h e 
market r a t h e r than sp read ing the des ign 
and development net too wide. 

Country 

Japan 
South Korea 
Yugoslavia 
I t a l y 
Poland 
Brazi l 
China 
West Germany 
Denmark 
Taiwan 
East Germany 
India 
Finland 
Spain 
France 
UK 
Other 

Total orders 
mill ion 

(gross tons) 

94 
46 
21 
08 
98 
86 

0.69 
0.62 
0.61 
0.61 
0.54 

48 
45 
38 
28 
26 
14 

Total 20.59 

Soiree: Lloyds' Register of Shipping 

Govan sh ipyard was s i ng l ed ou t i n t h e BS 
accounts a s a major c o n t r i b u t o r t o the 
l o s s e s . However, w i t h i t s newly won 
contract for three Chinese containerships, 
due to begin in October , t he next two 
y e a r s s h o u l d be much more h e a l t h y . 
Guaran tees of employment for t h e y a r d ' s 
w o r k f o r c e u n t i l 1989 w i l l n o t s t o p 
management searching fo r f u r t h e r o r d e r s . 
They w e l l know t h a t the 1989-91 pe r iod 
might be the t oughes t of a l l i n t e rms of 
winning c o n t r a c t s as the a l r e a d y c u t ­
th roa t worldwide competition i n t e n s i f i e s . 

One o rder which would a l m o s t c e r t a i n l y 
guarantee Govan1 s existence in to the next 
d e c a d e would be t h e rumoured £200m 
c o n t r a c t fo r a 75,000 tonne luxury l i n e r . 
The I n s t i t u t e of Production Engineering i s 
h e a d i n g up a g r o u p wh ich c l a i m s t h e 
c o n t r a c t w i l l b r ing 25,000 new jobs t o 
depressed areas in the UK. While claims 
about t h i s number of jobs appear dubious 
and some of the a l t r u i s t i c claims for the 
c o n s o r t i u m d i f f i c u l t t o b e l i e v e , the 
p l a c i n g of such an o rder would gua ran tee 
employment a t the successful yard for 4 to 
5 y e a r s . 

In other Scot t i sh shipbuilding operat ions, 
news over t h e l a s t 3 months has been 
mixed. The Po r t Glasgow o p e r a t i o n of 
Applodore-Ferguson won an £8m contract to 
b u i l d a f e r r y t o se rve the Western I s l e s 
and a v a r i e t y of s m a l l , s h o r t - t e r m 
c o n t r a c t s have been placed wi th the Hal] 
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Russell shipyard in Aberdeen which has led 
to la id-off workers being re-employed. 
However, the Ministry of Defence contract, 
said to be worth £10m, for three small 
craft has not yet been finalised with the 
Scott-Lithgow yard. Hall-Russell w i l l 
undoubtedly be pushing for inclusion in 
the bidding for this contract and if past 
records are anything to go by, are l ike ly 
to be better placed than Scott-Lithgow to 
win i t . 

One other famous Clyde yard, John Brown 
(now t r a d i n g as UIE), announced 200 
redundancies in June. This leaves 9 
ski l led men a t the module building yard 
and the prospect of complete closure in 
the near future. 

CHEMICALS AND MAN-MADE FIBRES 

Chemica ls It man-made F i b r e s o u t p u t 
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The l a t e s t Scott ish index of indus t r i a l 
production figures reveal tha t over the 
f i n a l qua r t e r of 1986 output in the 
chemicals and man-made fibres sector fe l l 
by 1$ to stand a t 107 (1980 = 100). 
Furthermore, when the 4 q u a r t e r s to 
December 1986 are compared to the four 
quarters a year previously output has 
fal len by 5%. These figures confirm a 
continuation in the downward trend in 
output which has been evident since the 
f i r s t quarter of 1985 when the index 
peaked at 117. In contrast, the UK index 
s tood a t 124 a t t he end of 1986 
regis ter ing a 3% increase over the f ina l 
quarter and a 1$ rise over the year. 

Despite these figures, the July Scott ish 
Business Survey provides some grounds for 
expecting some improvement in this sector. 

A balance of 20% of respondents were more 
opt imis t ic about the general business 
situation in their industry than they had 
been 3 months previously and this follows 
substantial balances of increased optimism 
in the January and Apri l Surveys. 
Indeed, there i s 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 months to July, whils t a balance of 
39% report above average sales over the 
same period. These trends are expected 
to continue in the three months to October 
1987, wi th balances of 34% and 61% 
expecting above average new orders and 
sales respec t ive ly . However, these 
trends are not expected to be reflected in 
increased employment opportunities in the 
industry. For the preceding 3 months a 
balance of 40% of respondents report a 
downward trend in employment whils t a 
balance of 38% expect such a trend in the 
coming period. As pointed out in the 
January Commentary, this dichotomy between 
expected output growth and employment 
deceline may, in part , be explained by 
responses to the question on investment 
intentions. There i s some evidence of an 
upward revision of intended investment in 
p lan t and equipment with the aim of 
increasing efficiency. I t i s possible 
that firms in the industry view increased 
e f f i c i ency and labour-saving capi ta l 
investment as moving hand-in-hand. 
Capacity u t i l i s a t i o n i s a t a very low 
level and the major constraint on output 
is a deficiency in demand. 

In June, the B0C group announced that i t 
is to expand i t s liquid gas production and 
distribution fac i l i t ies in Scotland. I t 
intends to operate a new l iqu i f ier plant 
at Motherwell with a total investment of 
around £10 million. The plant will have 
an output of 600 tonnes of l iquid and 
nitrogen per day, representing a 4-fold 
increase in BOC's capacity in Scotland. 
No details of the employment implications 
are available as yet. 

Low and Bonar, the Dundee-based group, 
made further acquisitions in June. They 
agreed to pay £4.5 million for the Dutch 
company Fusion Kuntstoffen and around £4 
mill ion for a 50% holding in the German 
company Rhein-Conti Kuntstoff. The 
l a t t e r acquisi t ion means tha t the group 
now wholly owns the German company. Both 
these companies s p e c i a l i s e in the 
production of large plastic mouldings. 



TEXTILES, LEATHER, CLOTHING & FOOTWEAR 
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The o f f i c i a l index of i n d u s t r i a l 
production for the t e x t i l e s sector in 
Scotland declined by a single percentage 
point from the third to the fourth quarter 
of 1986. 1986 as a whole was a stagnant 
year for the industry in Scotland. While 
output in the s ec to r f e l l by t h r e e 
percentage points between 1985 and 1986 in 
Scot land , over the same per iod the 
comparable index for the United Kingdom 
showed an increase of one per cent. 

Responses to the Scottish Business Survey 
from th i r ty seven firms engaged in the 
text i le industry showed that there was no 
change in the state of business confidence 
as compared to three months previously. 
However, as be fo re , the f i g u r e for 
Scotland as a 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 r e s t of Scotland. A 
balance of 44% of respondents reported 
tha t the volume of the i r new orders had 
increased over the past three months, 
while an even more significant balance of 
almost 70% expected the volume of new 
o r d e r s in the next t h r e e months to 
increase. 

While the balance of respondents reporting 
an upward trend in employment was 25%, i t 
may be noteworthy that these expectations 
re la ted almost en t i re ly to increases in 
female employment. Trends in male 
employment appear to be q u i t e f l a t . 

However, a balance of 40% of respondents 
had revised the i r investment in tent ions 
upwards compared to the s imilar survey 
three months ago, with twice as many 
companies r e p o r t i n g t h a t the most 
important reason behind their investment 
decision was cost -cut t ing rather than 
capaci ty-expanding. 

Four years ago the Scottish management of 
Babygro Holdings bought the company from 
i t s US parent. Last month, the company 
achieved a fu l l Stock Market l i s t i n g , 
which valued i t a t £11.6 mil l ion. I t now 
employs 1,200 in fac tor ies in Kirkcaldy, 
Cowdenbeath and Methil, together with 
others in Dublin. About 80% of i t s output 
i s now sold under own-label to the large 
m u l t i p l e r e t a i l e r s , 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 900 jobs a re 
estimated to have been lost , mainly as the 
result of foreign competition. However, 
the Dawson Group as a whole managed to 
push i t s full-year pre-tax profits up 11% 
from £42.1 m i l l i o n to £46.7 m i l l i o n , 
despite the loss of trade in i t s quali ty 
knitwear occasioned by the f a l l in US 
tourism in the summer of 1986. Both 
t e x t i l e exports and imports appear to be 
highly sensitive to exchange-rate effects. 
Exports of texti les from the UK to Europe 
in the f i r s t quarter of t h i s year were 
buoyed up by the weakness of s te r l ing 
against other European currencies. By 
c o n t r a s t expor t s to North America, 
Australia and Hong Kong in the same period 
were hampered by the relative strength of 
s te r l ing against the dol lar . At the 
annual general meeting of Coats Viyella, 
held in Glasgow in June, the annual pre­
tax profits of £182 million on a turnover 
of £1.34bn were announced. The Chairman 
stated that a l l 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 
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fourth quarter of 1986 to stand at 112. 
This was the third successive quarterly 
rise in the Index and between the fourth 
quarters of 1985 and 1986 output grew by 
almost 91. The second half of 1986 saw 
particularly vigorous output growth with 
the series reaching its highest levels for 
7 years. In the UK as a whole, output 
also grew during the final quarter of the 
year although less strongly than in 
Scotland, the fourth quarter figure of 106 
being 3 points above that for the third 
quarter. 

Pap*r, printing V publishing output. 
(1988 = IBB) 
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In contrast , the July Scott ish Business 
Survey suggests tha t the industry was 
faring less well in the three months to 
the end of June. A balance of 19? of 
firms reported a reduction in optimism 
since March although both sales and orders 
increased overal l . I t i s notable that 
only sales to and orders from the r e s t of 
the UK increased while the domestic and 
export markets contracted. Employment 
f e l l among a 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 tine dispute between 
management and journa l i s t s a t Scotsman 
Publications Ltd, the Edinburgh-based 
publisher of the Scotsman and Evening 
News. The firm i s p a r t of Thomson 
Regional Newspapers which, in turn, i s a 
subsidiary of the Canadian multi-national 
Thomson Organ isa t ion . The Scotsman 
confl ic t i s the most recent of several 
within the TRN group, Aberdeen Journals 
having experienced a s imilar dispute. 
The problems in the Group's newspapers 

have generally arisen as a resu l t of 
management attempts to introduce new 
technology and working practices, and this 
i s a key issue ' in the Scotsman case. 
Management i s seeking new working 
practices, including a 5-day week for some 
employees instead of the current 4 days, 
in r e t u r n for higher pay and new 
investment. However, there i s more to 
the dispute than questions about the 
introduction of new technology. F i r s t , 
i t i s a l l eged t h a t TRN i s s t e a d i l y 
"picking-off" the newspapers in the group 
in order to a s s e r t the au tho r i t y of 
management over workforces and that i t is 
using the issue of new technology to 
provoke disputes which wi l l allow the 
management to adopt a harsh posture. 
Certainly the Scotsman management took a 
par t icular ly hard l ine during the recent 
dispute, sacking the journa l i s t s at one 
point and unilaterally altering conditions 
of work when the journa l i s t s returned to 
work. The second queation raised, by the 
unions, i s tha t of the s ta tus of the 
Scotsman within TRN. As the group's name 
suggest, i t i s a regional newspapers 
organisation with cer tain central ised 
news-gathering services such as foreign 
and par l i amenta ry r e p o r t i n g . The 
Scotsman, however, i s regarded as a 
national Scott ish newspaper which has 
t rad i t iona l ly drawn copy from i t s own 
ed i to r ia l and reporting staff , not from 
TRN. Yet the Scotsman no longer has any 
foreign correspondents and i t has been 
suggested that i t surrender i t s London 
office and use TRN's services instead. 
Thus, the unions believe that TRN i s 
seeking t o undermine the newspaper's 
status, relegating i t 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 conf l ic t , new 
technology. 

Following the decision of Caledonian paper 
to locate a mill at Irvine, North British 
Newspring, a subsidiary of Stirling Fibre, 
i s considering 3 Scottish si tes for a £130 
million paper mill. 

Services 

BANKING, INSURANCE AND FINANCE 

The sale of the Clydesdale Bank emphasises 
the dramatic reorganisation of Scottish 
banking tha t has been a feature of the 
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l a s t five years. The merger of the Royal 
Bank with Williams & Glyns af ter the 
e a r l i e r abortive takeover bids together 
wi th the s a l e by Lloyds Bank of i t s 
sharehold ing in the Royal Bank of 
Scotland, the sale of Barclays holding in 
Bank of Scotland to Standard Life, the 
reorganisation of the TSB and i t s move to 
ful l banking s t a tus , and now the sale by 
the Midland Bank of i t s Clydeside 
s u b s i d i a r y , r e p r e s e n t a m a s s i v e 
r e d i s t r i b u t i o n of the ownership of 
Scot t ish banks af ter decades of r e l a t ive 
s tabi l i ty . 

S c o t t i s h bank ing has a long and 
distinguished history. I t was responsible 
in the eighteenth and early nineteenth 
centur ies for a whole s e r i e s of banking 
innovations, including the cash credit (a 
precursor of the overdraft) , i n t e r e s t -
bear ing d e p o s i t s and branch banking. 
However, banking l eg i s l a t i on in the mid 
nineteenth century effect ively k i l led 
further innovation whilst at the same time 
protecting exis t ing par t ic ipan ts from 
effect ive competition. The r e su l t was a 
r e l a t i v e d e c l i n e in Scot t ish banking 
ul t imately resu l t ing in English banks 
acquiring ownership stakes in the Scottish 
banks. Management c o n t r o l , however, 
remained largely in Scotland and the 
S c o t t i s h bank ing sys tem could be 
characterised by i t s r e l a t i ve s t a b i l i t y 
and a slow r a t e of change and innovation. 
More r e c e n t l y the decades of slow 
adaptation have been replaced by increased 
competition, more rapid and determined 
innovation and an unscrambling of a l l the 
ownership stakes of the English Clearers. 
I t i s clearly of interest to consider the 
reasons for these changes. 

At the heart of the current fundamental 
changes in the nature of financial markets 
has been a r educ t ion in r e g u l a t i o n 
combined wi th a t t acks on r e s t r i c t i v e 
prac t ices . Financial markets have been 
opened up to increased competition. This 
has led to an influx of insti tutions from 
overseas and the r e a l i s a t i o n of the 
opportunities resul t ing from the greater 
in tegrat ion of the a c t i v i t i e s of market 
p a r t i c i p a n t s . I n s t i t u t i o n s are now 
permitted to expand in to new areas of 
financial markets removing in the process 
the v a l i d i t y of many i n s t i t u t i o n a l 
distinctions. Competition i s now largely 
by product rather than tightly controlled 
with a segmented ins t iu t iona l framework. 
Increased competition from overseas has 

also largely removed the geographical 
segregation of f inancial markets so that 
the UK domestic banks are under increased 
th rea t , both from other banks and other 
f i n a n c i a l i n s t i t u t i o n s such as the 
building soc i e t i e s . Competitive forces 
have strengthened. In the face of t h i s 
increased competition, the Scott ish and 
English banks have been faced by a need 
for change. 

For the consumer i t i s the range of 
f inancial services and intermediaries 
available that matters and not i t s origin. 
Savers may prefer to deposit money with a 
Scottish bank but this preference wil l not 
count for much if the interest rates they 
receive on deposits are lower than those 
offered by other i n s t i t u t i o n s , or if the 
par t i cu la r f inancial service consumers 
require i s unavailable. The c leares t 
advantage the S c o t t i s h i n s t i t u t i o n s 
possess i s the i r ease of access to local 
markets. Scott ish i n s t i t u t i o n s have a 
degree of knowledge of local conditions 
tha t cannot easi ly be l ea rn t except by 
close 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 a v a i l a b i l i t y and access. 
However, the economies of branch networks 
are becoming increasingly unfavourable. 
Staff are an expensive resource and high 
ca l ibre s taff are in short supply. The 
needs of businesses have become more 
complex requiring be t te r f a c i l i t i e s and 
more head office involvement, 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 a substant ia l new investment in 
both fac i l i t ies and people if branches are 
to play the i r fu l l par t in se l l ing the 
banks services. In short , whi ls t the 
branch network s t i l l has an importnt part 
to play in the marketing strategy of a 
bank, i t i s but one of s e v e r a l 
distribution channels. To be able to make 
i t s fu l l contribution to the success of 
t h e bank in t h e new c o m p e t i t i v e 
environment, the majority of bank branches 
r e q u i r e cons ide rab le upgrading and 
ra t iona l i sa t ion involving large scale 
investment. 

Against this background the changes in the 
Scott ish banking sector, and the sale of 
the Clydesdale in par t icu lar , should not 
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be at a l l surprising. The Scottish banks 
almost c e r t a i n l y have an excess of 
branches given c u r r e n t t echno log ica l 
changes and the cost of maintaining branch 
offices. Their branch networks require 
modernisation and rationalisation as the 
Clydesdale, which announced a round of 
cuts las t December, has admitted, whilst 
the other Scott ish banks continue to 
systematically rationalise their branches. 
To bring the branches up to the level 
required for selling a range of financial 
services wi l l require substant ia l and 
prolonged cash commitment. The Midland 
certainly does not have such cash to 
spare. Faced by non-payment of in t e res t 
on a s u b s t a n t i a l p a r t of i t s L a t i n -
American debt, together with the cash 
needs of i t s own branch network and wider 
financial intermediary asp i ra t ions , the 
Midland i s not in a posit ion to fund 
widespread improvements in the branch 
network of the Clydesdale. Indeed, doubts 
p e r s i s t over t h e wisdom of such 
expenditure. Can bank branches become 
financial supermarkets se l l ing a wide 
range of financial services? The benefits 
to the banks i f they can are clear but 
experience elsewhere does not suggest that 
the consumer i s easi ly persuaded to use 
one branch or indeed i n s t i t u t i o n for a l l 
t h e i r f i n a n c i a l needs. Considerable 
reservations must be expressed about the 
ability of the banks to succeed in selling 
through their branches a wide range of 
financial services. I t i s too early to 
know if the Midland's management i s making 
a wise decision in reducing the s ize of 
i t s branch network by s e l l i n g the 
Clydesdale. The sale reduces the bank's 
exposure to r i s k s a r i s i n g from 
technological innovation in the marketing 
of financial products and leaves i t free 
to construct a new lean branch network in 
Scotland. 

The purchaser of the Clydesdale, the 
National Australian Bank i s gaining a 
foothold in the UK and European markets. 
The bank has announced i t s intent ion of 
expanding into England to create a strong 
network and in purchasing the Clydesdale 
i t has secured a recognised name, head 
office and personnel. However, given the 
r eg iona l imbalance of the Clydesdale 
wi th in Scotland and the un insp i red 
performance of i t s management in recent 
years - although that may have been the 
resu l t of an environment in which funds 
were short and decision making complicated 
by the d r ive of the Midland Bank t o 
c e n t r a l i s e dec i s ion making - i t i s 
d i f f i cu l t to see the par t icular benefi ts 

that acquisition of the Clydesdale offers 
over the use of an equivalent amount of 
cash on grass roots expansion in the UK. 
There can be l i t t l e doubt that the process 
of b ranch r a t i o n a l i s a t i o n a t t he 
Clydesdale wi l l continue and probably 
accelerate although the company may take 
g r e a t e r c a r e than the Midland t o 
ameliorate the shock of the surgeons 
knife. I t remains true that the National 
Australian Bank wi l l be looking for a 
s ignif icant and growing return on i t s 
investment and that this i s unlikely to be 
provided given the slow growth of the 
S c o t t i s h m a r k e t . S u b s t a n t i a l 
r e o r g a n i s a t i o n of the management and 
headquar te r s must a l so occur as a 
management team that has been on the 
defensive fighting off the centra l i s ing 
tendencies of the Midland, adopts an 
a g r e s s i v e , expanding p e r s o n n a . In 
addition, management functions, previously 
carried out by the Midland, must now be 
carried out in-house or remitted to the 
N a t i o n a l A u s t r a l i a n Bank f o r 
consideration. Branch expansion will be 
predominantly in England rather than in 
Scotland although there may be some head 
office expansion. The takeover must be 
more important in preventing substantial 
employment losses from Scotland than in 
creating new job opportunit ies . Doubts 
must also be expressed about the bank's 
long-term future in Scotland. Banking, 
particularly international and corporate 
business, in the UK i s concentrated in 
London. I t i s questionable whether any 
bank i n t e r e s t e d in b u i l d i n g an 
in ternat ional network as the National 
Australian Bank appears to be, wi l l be 
con ten t , in the long term, with i t s 
headquarters in Glasgow. In the short-
term the change in ownership of the 
Clydesdale must be a good thing for 
S c o t t i s h customers and the bank's 
employees. The long-term future is much 
more problematic. 

DISTRIBUTIVE TRADES 

In l i n e with previous ly expressed 
expectations, a net balance (+37%) of 
Scott ish wholesaler respondents to the 
July Scottish Business Survey reported an 
increase in sales volume over the second 
quarter of t h i s year. Furthermore, 55? 
of respondents expected further sales 
growth in the thi rd quarter , while only 
12% expected a decline. However, the 
r e l a t i v e l y hea l thy t rend in s a l e s 
perfomance was not matched in terms of 
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employment, with a net 7% of wholesalers 
recording job losses during the second 
quarter. On balance, both full-time and 
part-time employment declined. In spite 
of the i r op t imis t i c outlook on sa les , 
wholesalers, overa l l , expected further 
employment r e d u c t i o n s in the t h i r d 
quarter. 

The geographical pat tern of wholesale 
responses to the July SBS i s shown in 
Table 1. Edinburgh wholesalers had a 
par t i cu la r ly good second quar ter , more 
than rea l i s ing the predict ions made by 
respondents to the Apri l SBS. In 
contrast, Aberdeen wholesalers experienced 
a further net decline in sales in the 
three months to June and also accounted 
for most of the balance of reported job 
losses . In sp i te of a good overal l 
second q u a r t e r p e r f o r m a n c e and 
expectations of further short-term sales 
growth, Glasgow wholesalers predicted 
q u i t e a sharp f a l l in t h i r d q u a r t e r 
employment. 

Table 1 Geographical response to July 
19&7 SBS: wholesaling 

Balance of respondents in: 

G E D A 
t % t % 

Overall 
confidence 

Actual sales 
Expected 
sales 

Actual 
employment 

Expected 
employment 
Investment 
intentions 

UP 
UP 

UP 

UP 

UP 

UP 

+38 
+37 

+58 

+ 9 

-31 

+14 

+37 
+90 

+82 

+17 

+12 

+30 

+55 
+39 

+15 

- 3 

- 2 

+20 

-32 
-32 

+ 1 

-47 

-37 

+13 

Key: G = Glasgow, E = Edinburgh 
D = Dundee, A = Aberdeen 

In c o n t r a s t t o the r a t h e r v a r i a b l e 
quar te r - to -quar te r sa les performances 
reported by Scottish wholesalers, Scottish 
re ta i lers have been consistently recording 
net sales increases and th i s trend i s 
continuing according to the July SBS 

returns. A net 31% of re ta i l respondents 
indicated t ha t sales had grown between 
Apri l and June and a balance of 49? 
expected further increases in the thi rd 
quarter. 

Total reported employment in r e t a i l i ng 
again rose by a modest amount during the 
second quarter. Increases were noted in 
both par t - t ime and, to a lesser extent, 
fu l l - t ime employment. Encouragingly, a 
balance of 12% of respondents expected a 
further increase in jobs before October. 
Table 2 shows geographical de t a i l s from 
the July SBS for retail ing. 

Table 2 Geographical response to July 
1967 SBS: retailing 

Balance of respondents in: 

G E D A 
% % X % 

Overall 
confidence 

Actual sales 
Expected 
sales 

Actual 
employment 

Expected 
employment 
Investment 
intentions 

UP 
UP 

UP 

UP 

UP 

UP 

+31 
+53 

+80 

-17 

+34 

+15 

-25 
-21 

+60 

-26 

+22 

+22 

+ 2 
+25 

+43 

+ 3 

+11 

-15 

- 7 
-26 

- 2 

+15 

+11 

+31 

Key: G = Glasgow, E = Edinburgh 
D = Dundee, A = Aberdeen 

Following a well-establ ished pat tern , 
Glasgow re ta i lers on balance outperformed 
the all-Chambers average in terms of 
second quarter s a l e s growth. After 
showing a small f i r s t quarter increase, 
Aberdeen r e t a i l sa les returned to the 
pattern of decline exhibited during most 
of las t year. 

In A p r i l , Edinburgh r e t a i l e r s were 
pessimistic about sales prospects for the 
second quarter , and th i s appears to have 
been justified by the net decline in sales 
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recorded in the Ju ly survey. However, 
both Glasgow and Edinburgh r e t a i l e r s were 
n o t a b l y o p t i m i s t i c c o n c e r n i n g s a l e s 
prospects for the thi rd quar te r . 

TOURISM 

T o u r i s t s , f o l l o w i n g t h e c o n v e n t i o n s 
e s t a b l i s h e d a t the 1963 United Nat ions 
Conference on Travel and Tourism, a r e 
o f f i c i a l l y de f ined a s p e o p l e s t a y i n g 
ove rn igh t i n p l aces o t h e r than t h e i r 
normal p l a c e of r e s i d e n c e for any of a 
wide range of purposes - l e i s u r e , i e 
r e c r e a t i o n , ho l i day , h e a l t h , r e l i g i o n or 
s p o r t ; b u s i n e s s ; m i s c e l l a n e o u s o t h e r 
purposes. Domestic tourism within Br i t a in 
expanded s t e a d i l y throughout the 19th 
century and for much of the p r e s e n t one, 
whi le i n t e r n a t i o n a l a r r i v a l s jumped a 
f a c t o r of twenty between 1960 and 1980. 
While the former has shown l i t t l e upward 
movement over the l a s t decade, the l a t t e r 
con t inues t o record a p a t t e r n of growth: 
e x p e n d i t u r e of o v e r s e a s t o u r i s t s t o 
Bri ta in a t constant pr ices increased from 
£2,560 m i l l i o n in 1975 to £3,629 m i l l i o n 
in 1985. 

Table 1 Volume and v a l u e o f S c o t t i s h 
tourism, 1986 

— Bed- Ezpendl-
Trips nights ture 

(millions) (millions) £m 

Domestic 
tourism 

Overseas 
tourism 

Total 

11.9 

1.2 

"13TT 

55.6 

13.0 

6 8 ^ 

1,224 

320 

1,544 

on 1984. Most of S c o t l a n d ' s l e a d i n g 
t o u r i s t a t t r a c t i o n s grossed lower a r r iva l 
a t t endance f i g u r e s in 1986 than those 
achieved in 1985. The f a l l - o f f was as 
h i g h a s 24? i n t h e c a s e of t h e 
Ki l l i c rankie Vis i to r Centre (see Table 2). 
The H i g h l a n d s and I s l a n d s r e g i o n 
exper ienced a 4% and 6% drop in h o t e l and 
s e l f - c a t e r i n g occupancy l e v e l s . As the 
Highlands and I s l a n d s Developent Board 
op ines in i t s l a t e s t annual r e p o r t , 1986 
was "a d i f f i c u l t season". 

Table 2 Annual a t t e n d a n c e f i g u r e s a t 
leading S c o t t i s h a t t r a c t i o n s , 
1986 

No of 
admissions 

COOOs) 

1986 compared 
with 1985 

Edinburgh Castle 
Loch Ness Centre 
S t i r l i n g Castle 
Glencoe Visi tor 

Centre 
Blair Castle 
Scot t ish National 
Gallery of Modern 
Art 
Inverewe Gardens 
Scott Monumenet 
Culloden Visitor 
Centre 

Scone Palace 
Waverley Paddle 
Steamer 

Inveraray Castle 
Crathes Castle and 
Gardens 

Ki l l i c rankie 
Vis i tor Centre 

Brodick Castle & 
Gardens 

Hopetoun House 
Bannockburn Centre 
Loch Garten Nature 

Reserve 

832 
200 
197 

126 
124 

122 
121 
98 

94 
91 

80 

78 

68 

53 
51 
50 

50 

-10.9 
-10.0 
- 5.3 

- 8.1 
- 5.2 

- 8.6 
- 2.9 
- 0.7 

-10.0 
-13.6 

-14, 
-11, 

- 2.1 

-24.2 

- 0.1 
-19.2 
-12.9 

-13.1 
Source: STB 

Source: STB 

In Sco t l and , o f f i c i a l e s t i m a t e s for 1986 
sugges t t h a t Scot land rece ived j u s t over 
13 m i l l i o n t o u r i s t s , of whom 91? were 
domestic i e Britons v i s i t i ng Scotland (see 
Table 1). Overseas t o u r i s t s made up the 
remaining 9%, and accounted for roughly 
one out of every five t ou r i s t pounds spent 
in Sco t land . I t should be noted t h a t 
bedn igh ts genera ted by these 13 m i l l i o n 
t o u r i s t s were down 2% on l a s t year and 11% 

For 1987 t h e r e a r e some ea r ly s i g n s of 
encouragement. The w e a t h e r h a s been 
k inder wi th occupancy l e v e l s for s e l f -
c a t e r i n g accommodation dur ing Apr i l and 
May showing a marked improvement on 1986. 
The newly appointed Chief Executive of the 
S c o t t i s h T o u r i s t Board, Tom Band, i s 
confident tha t performance generally w i l l 
be up on 1986. 
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The Labour Market 

EMPLOYMENT 

Developments in external labour Markets 

Recent data on employment in Scotland i s 
given in Tables 1 and 2. Care i s needed 
in the interpretation of this table as no 
seasonal adjustment has been applied. 
The period December 1985 to December 1986 
shows a small increase in total employment 
(approximately 17,000 persons) ; male 
employment fe l l slightly over the period, 
whils t female employment rose by a more 
than compensating magnitude. Part-time 
female employment con t inues to grow 
s teadi ly , as has been noted in recent 
issues of the Commentary. Manufacturing 
employment fe l l by 14,000 during the year 
to December 1986, thus accounting for 
a l m o s t a l l of t h e t o t a l change . 
Significant fa l ls in employment may also 
be seen in the energy and water supply, 
re ta i l distr ibution and primary sectors . 
Sectors which generated significant gains 
in employment were construction (which has 
suffered severely in the recent past) and 
banking, insurance and finance. 

Much public debate has recently been 
concerned with the question of whether a 
sustained growth in employment has now 
begun. Short-time se r ies such as those 
given in Table 1 and 2 cannot help in 
settling such a question. Frequent data 
revision creates difficulties in splicing 
together information from success ive 
quarters . Some comment and analysis of 
longer term employment t r e n d s was 
presented in the May 1987 issue. This 
issue wi l l be examined a t length in the 
next issue of the Coamentary. 

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". I t i s 
not appropriate here to enter into the 
debate as to whether such schemes create 

genuine employment or not, but i t i s clear 
that the measures wi l l have a significant 
impact upon the recorded shares of persons 
in the employment/unemployment categories. 

Table 3 p r e s e n t s an a n a l y s i s of the 
numbers covered by Special Schemes since 
1975. The overall total shows a dramatic 
r i s e since tha t date from 6,800 to over 
80,000, with the ra te of increase having 
fallen significantly since 1980, and with 
small reductions in the numbers covered 
since January 1986. I t i s unclear what 
effect t h i s set of schemes has had upon 
the unemployment totals; more wil l be said 
upon this matter in the following section. 

UNEMPLOTIErr: STOCKS AND FLOWS 

The most recent o f f i c i a l l y published 
unemployment data i s presented in Tables 4 
and 5. Looking f i r s t a t the stock of 
unemployment, i t can be seen tha t the 
t o t a l f e l l in June 1987 to 333,600. In 
the l a s t 6 months, seasonally adjusted 
unemployment has fallen by approximately 
16,000, with f a l l s recorded in 4 out of 
the 6 months. The average monthly change 
over the 6 months to June was a f a l l of 
£2,300 persons. The drop between April 
and May of 8,600 was par t icular ly large. 
At 13.5% the unemployment r a t e was lower 
in June than in any month during the 
p r e v i o u s y e a r . N e v e r t h e l e s s , 
unemployment remains higher than i t was at 
the beginning of 1986. Furthermore, i t i s 
hard to find support in Scottish data for 
the buoyant optimism that often surrounds 
announcement of recent UK data. For 
example, the UK to t a l r a t e of 10.5$ i s 
around one quarter lower proportionately 
than the Scottish figure; UK unemployment 
has fa l len in each of the previous 12 
months, and the r a t e of f a l l in UK 
unemployment has been (more or less) 
continually increasing over the year. 

What can be said about the s i tua t ion 
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Table 1 Employment: Scotland Employees in employment 

SIC 1980 

Scotland 

1985 Sept R 
Dec R 

1986 Mar R 
June R 
Sept R 
Dec 

Great Britain 

1985 Sept R 
Dec R 

1986 Mar R 
June R 
Sept R 
Dec 

Scotland 

1985 Sept R 
Dec R 

1986 Mar R 
June R 
Sept R 
Dec 

Great Britain 

1985 Sept R 
Dec R 

1986 Mar R 
June R 
Sept R 
Dec 

Agricul­
ture 
forestry 
and 
fishing 

0 

36 
31 
31 
31 
30 
29 

317 
323 
308 
310 
335 
313 

Wholesale 
distribu­
tion 
hotels & 
catering 

191 
187 
185 
191 
192 
183 

2,200 
2,162 
2,129 
2,206 
2,215 
2,173 

Energy 
and Mater 
supply 

1 

58 
57 
54 
51 
49 
45 

570 
559 
543 
533 
524 
514 

Retail 
distribu­
tion 

183 
187 
181 
178 
178 
180 

2,055 
2,144 
2,061 
2,055 
2,059 
2,146 

Metal 
manufac­
turing 
and 
chemicals 

2 

53 
53 
52 
52 
52 
52 

798 
788 
782 
777 
781 
777 

Transport 
and 
communi— 
cation 

117 
116 
114 
114 
116 
115 

1,341 
1,331 
1,324 
1,336 
1,348 
1,340 

Metal 
goods, 
engineer­
ing and 
vehicles 

3 

189 
185 
183 
181 
179 
178 

2,391 
2,363 
2,324 
2,286 
2,281 
2,253 

Banking 
insurance 
and 
finance 

150 
148 
149 
153 
156 
156 

2,071 
2,086 
2,094 
2,122 
2,161 
2,166 

Other 
manufac­
turing 

4 

191 
189 
186 
184 
185 
184 

2,128 
2,125 
2,096 
2,099 
2,119 
2,123 

Public 
adminis­
tration 
& defence 

173 
172 
174 
176 
178 
178 

1,932 
1,945 
1,954 
1,956 
1,977 
1,988 

Construc­
tion 

5 

140 
139 
139 
140 
142 
144 

1,005 
997 
986 
991 

1,000 
1,007 

Education 
health 
& other 
services 

430 
436 
431 
438 
435 
439 

4,261 
4,322 
4,347 
4,433 
4,386 
4,470 

R = revised 

Source: Employment Gazette 
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in Scotland i s that the suggestion that 
the Scottish trends lag behind but broadly 
follow the UK pattern i s consistent with 
the figures. 

The inflows to the stock of unemployment, 
shown in Table 5, support a contention of 
improving labour market trends, although 
i t i s too early to detect any s table 
pattern over time. 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 the i r increase. The two 
most recent months show f a l l s in the i r 
levels with respect to the previous year. 
Outflows have, on average, been increasing 
in magnitude, par t icu la r ly in the l a s t 
half year. 

As noted in the previous section, the 
effect of the various t ra ining and job 
creation schemes has almost certainly been 
to reduce unemployment below the level i t 
would otherwise have been. I t i s clear 
from Table 3, however, tha t the schemes 
cannot expla in more than a small 
proportion of recent changes in employment 
and unemployment , and p a l e i n t o 
insignif icance in comparison with the 
longer term changes that have occurred 
over time. One in te res t ing feature of 
the figures presented in Table 3 is the 
official estimates of the net unemployment 
effects of the schemes. The bottom row 
y l l u s t r a t e s the goverment's bel ief that 
the net effect on unemployment i s between 
half and two thyrds of the nujbers of 
persons covered by the schemes. This i s 
due to several factors; for example, some 
of the schemes a re not designed to 
i n c r e a s e employment, but to swi tch 
employment o p p o r t u n i t i e s towards 
particular groups. Taken together with 
displacement effects and non-registration 
of unemployment by some people who became 
unemployed, i t 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 important than 
short term effects, as these measures will 
affect the ski l ls levels of predominantly 
young p e r s o n s ; t h e r e may a l s o be 
beneficial employment effects operating 
via changes in the level of rea l wages as 
a r e s u l t of the schemes. A r ecen t 
analysis has been made of the effect in 

the UK as a whole of the s p e c i a l 
employment and t ra ining schemes.* In 
that analysis , Trinder argues that "the 
fal l in registered unemployment since June 
1986 may be qui te largely due to the 
growth of special employment measures". 
He also suggests tha t the effect of the 
recent "Restart" interview scheme may have 
had a s i g n i f i c a n t e f f e c t s ince i t s 
introduction in July 1986. 

Table 6 i l l u s t r a t e s the "likelihood" of 
moving i n t o and out of the stock of 
unemployed persons. Previous issues of 
the Commentary have stressed the pi t fa l ls 
of t oo l i t e r a l a r e a d i n g of such 
l ikel ihoods; they represent nothing more 
than simple averages of highly var iant 
processes. Nevertheless, i t i s sobering 
to note that in Scotland, for males and 
females t o g e t h e r , the l i k e l i h o o d of 
becoming unemployed was higher in the 
quarter to January 1987 compared with the 
quarter to January 1986. Using the same 
time periods, the likelihood of ceasing to 
be unemployed fe l l . [Note, however, that 
neither change is large.] The experience 
in Great B r i t a i n as a whole was the 
opposite of that in Scotland. 

Final ly, Tables 7 and 8 present data on 
the duration of unemployment in Scotland. 
Previous 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 term and 
shorter term unemployment, often arguing 
that public policy measures aimed a t job 
creation should concentrate on the pool of 
longer term unemployed. Apart from any 
humanitarian reasons for such a stance, 
the economic argument suggests tha t long 
term unemployed people are in some sense 
removed from the act ive labour market. 
Creating employment for these individuals, 
i t i s argued, would have much less serious 
i m p l i c a t i o n s for labour shortages or 
bottlenecks and hence for inf lat ionary 
pressures in the labour market. In 
general, i t seems clear that well designed 
policy to deal with employment should take 
into account the divers i ty of the labour 
market and not t reat the unemployed as an 
undifferentiated 'pool1. 

»C Tr inder : 'Unemployment' pp17-19, 
National I n s t i t u t e Economic Review, May 
1987. 
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Table 2 Employment: Scotland Employees In employment (thousands) 

SIC 1980 

Scotland 

1985 Sept 
Dec 

1986 Mar 
June 
Sept 
Dec 

R 
R 
R 
R 
R 

Great Britain 

1985 Sept 
Dec 

1986 Mar 
June 
Sept 
Dec 

SIC 1980 

Scotland 

1985 Sept 
Dec 

1986 Mar 
June 
Sept 
Dec 

R 
R 
R 
R 
R 

R 
R 
R 
R 
R 

Great Britain 

1985 Sept 
Dec 

1986 Mar 
June 
Sept 
Dec 

R 
R 
R 
R 
R 

R = revised 

Male 

1,049 
1,038 
1,027 
1,032 
1,032 
1,023 

11.753 
11,712 
11,600 
11,643 
11,705 
11,658 

Index 
Sept 
1984 
= 100 

98.9 
97.7 
96.2 
95.2 
95.3 
94.4 

99.1 
98.2 
96.8 
96.1 
96.4 
95.9 

Female 

All Part-time 

865 
862 
851 
861 
859 
860 

9,345 
9,434 
9,348 
9,461 
9,480 
9,612 

Produc­
tion in­
dustries 

1-4 

491 
484 
475 
467 
466 
458 

5,886 
5,835 
5,745 
5,695 
5,704 
5,667 

361 
364 
358 
361 
361 
367 

3,993 
4,091 
4,058 
4,140 
4,108 
4,227 

Index 
Sept 
1984 
= 100 

98.5 
97.0 
95.2 
93-7 
93.3 
91.8 

99.3 
98.4 
96.9 
96.0 
96.2 
95.6 

Total 

1,915 
1,900 
1,878 
1,892 
1,892 
1,883 

21,098 
21,145 
20,947 
21,103 
21,186 
21,270 

Manu­

Index 
September 
1984 = 100 

100.6 
99. ,8 
98.6 
99.4 
99.4 
98.9 

101, 
101, 

.2 

.4 
100.5 
101, 
101, 
102, 

facturing 
industries 

2-4 

433 
427 
421 
416 
417 
413 

5,316 
5,275 
5,202 
5,162 
5,181 
5,153 

.2 

.6 

.0 

Index 
Sept 
1984 
= 100 

99.9 
98.5 
97.0 
96.0 
96.1 
95.3 

99.8 
99.0 
97.7 
96.9 
97.3 
96.7 

Produc­
tion and 
construc­
tion indus 

1-5 

631 
623 
613 
607 
608 
602 

6,891 
6,832 
6,731 
6,686 
6,705 
6,674 

Service 
industries 

6-9 

1,248 
1,246 
1,234 
1,254 
1,254 
1,252 

13,860 
13,990 
13,909 
14,108 
14,146 
14,283 

Index 
Sept 
1984 
= 100 

101.5 
101.4 
100.4 
102.0 
102.0 
101.8 

102.3 
103.3 
102.7 
104.2 
104.5 
105.5 

Source: Employment Gazette 
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Table 3 Nuifcer cf people i n Scotland covered by special measures COOOs) 

1975 1976 1977 1978 1979 1930 1981 
Dec June Dec June Dec Jme Dec Jtne Dec Jme Dec June Dec 

TES ) 2A 7.6 20.2 26.2 .28.8 28.2 13.0 7.5 1 3 - - - -
TSTWCS) (b 1978/& SMS) - - - - - - 0.4 8.9 18.7 11.0 58.2 17.1 11.8 
JRS - - - 1.0 1.9 1.3 2.0 2.3 4.8 5.3 5.0 4.5 4.4 
Q 0.5 0.7 0.8 0.9 0.9 0.9 1.0 1.2 1.3 1.4 1.4 1.5 1.5 
YDP (replaced JCP & WEP) - - - - - 5.0 8.4 12.2 14.2 13.8 20.4 22.6 30.0 
YB (b 1983. Replaced TOP) _ _ _ _ _ _ _ _ _ _ _ _ _ 
CP (b 1982) _ _ _ _ _ _ _ _ _ _ _ _ _ 
•H 2.4 2.4 22. 3.1 2.0 3-0 2.0 2.6 2.5 0.5 1.3 1.4 1.5 
YW3 _ _ _ _ _ _ _ _ _ _ _ _ _ 
EA ( b 1982) _ _ _ _ _ _ _ _ _ _ _ _ _ 
JSS (b 1983) _ _ _ _ _ _ _ 
JCP 0.4 4.6 8.0 10.2 11.5 13.1 - _ _ _ 
RSSL ( later YES) (1.3 2.3 0.4 2.8 0.8 0.5 - _ _ _ 

(changed in 1976) ( 
WEP* ( - _ 0.2 1.3 4.4 - - - - - - - -
SFES 1.0 2.8 4.5 7.2 6.5 3.7 -
TSESp Career f cr young 

people 0.1 0.2 - 0.8 0.9 - -
STEP (b 1978) 
(replaced job creation 
for adi ts ) _ _ _ _ _ _ 0.4 1.8 1.9 2.4 2.9 3.6 5.0 

•total 6.8 17.8 31.8 46.3 52.2 54.8 31.9 43.8 51.3 38.1 84.1 50.7 54.2 

rvvt <*xl-iimfa—s of* T_?fc 
effect an unrnpLojcnert. 16.0 24.0 25.0 24.0 48.0 47.0 35.0 
reduction 

1982 1963 19» 1985 1985 19-7 
June Dec June Dec June Dec June Dec June Dec (fey 

_ . _ _ _ _ _ _ _ _ _ _ _ 

TSTWCS) (b 1978/& STWCS) 2.7 1.3 12.9 2.6 1.3 -
JRS 5.4 6.1 62 6.7 6.8 5-9 4.5 3.6 2.7 2.1 1.7 
a 1.5 1.4 1.4 1.5 1.4 1.4 1.5 1.4 1.5 1.7 1.7 
TOP (replaced JCP & WEP) 30.0 30.5 24.7 4.3 - - - - - -
YTS (b 1983. Replaced TOP) - - 0.5 26.9 32.7 36.5 34.5 34.9 37.4 35.3 35.8 
IX - 5.9 10.4 16.3 16.1 17.5 18.5 2 4 2 30.0 31.7 30.1 
YWS 1.6 1.4 1.4 0.8 0.9 0.7 0.7 0.7 - -
EA (b1962) 8.2 14.2 11.7 11.6 10.5 8.4 6.7 6.8 8.4 0.3 -
JSS (b 1983) 0.1 0.2 0.3 1.7 2.9 3.1 4.0 4.5 5.4 6.9 6.4 
JCP 02 02 - 0.1 0.1 -
RSSL (later YES) 

(changed in 1976) - - - - - - - - - -
WEP» _ _ _ _ _ _ _ _ _ _ _ 
SFES _ _ _ _ _ _ _ _ _ _ 
TSESp Career f o r young 

people _ _ _ _ _ _ _ _ _ _ 
STEP (b 1978) 6 . 4 - - - -
(replaced job creation 
for aduLts) 

New Workers Schane - - - - - - - - - 2.3 2.7 

Tbtal 61.0 65.1 69.7 72.6 72.6 73-5 70.5 76.1 80.6 80.3 80.1 

Govt estimates of net 
effect on u-_plojii_flt 
reauction 37.0 37.5 37.5 50.0 50.0 53.0 N/A WA WA N/A N/A 

Source: Scottish Ebonanic Bulletin 
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Table 4 Scotland - Unemployment - seasonally adjusted (excluding school leavers) OOOOs) 

Date 

1986 June 

July 
August 
September 

October 
November 
December 

1987 January 
February 
March 

April 
May (r) 
June (p) 

Hale 

236.0 

236.8 
238.4 
238.8 

239.8 
241.1 
242.6 

244.4 
243.4 
242.4 

242.5 
237.9 
235.6 

Female 

104.9 

106.0 
106.1 
105.5 

105.3 
105.1 
104.8 

104.9 
102.9 
101.4 

102.8 
98.8 
98.0 

Total 

340.9 

342.8 
344.5 
344.3 

345.1 
346.2 
347.4 

349.3 
346.3 
343.8 

345.3 
336.7 
333.6 

Change 
since 
previous 
month 

1.9 

1.9 
1.7 

-0.2 

0.8 
1.1 
1.2 

1.9 
-3.0 
-2.5 

1.5 
-8.6 
-3.1 

Average 
change over 
6 months 
ending 

1.0 

1.4 
1.4 
0.9 

1.1 
1.2 
1.1 

1.1 
0.3 
-0.1 

0.0 
-1.6 
-2.3 

Unemployment rate: 
percentage of 
working population 

13.8 

13.8 
13.9 
13.9 

13.9 
14.0 
14.0 

14.1 
14.0 
13.9 

13.9 
13.6 
13.5 

(p) Provisional and subject to revision (r) Revised 

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

Source: Department of Employment 

Table 5: Unemployment flows -

Month 
ending 

1986 June 

July 
August 
Sept 

Oct 
Nov 
Dec 

1987 Jan 
Feb 
Mar 

Apr 
May 
June 

Total 
incl. 
school 
leavers 

42.8 

52.8 
42.2 
59.2 

49.0 
45.1 
40.4 

46.0 
42.8 
38.3 

42.4 
35.5 
38.1 

standardised, unadjusted: Scotland ( 

In-flow 

School 
leavers 

2.9 

2.7 
2.3 
12.3 

3.3 
1.8 
1.4 

7.3 
3.8 
2.3 

1.8 
1.5 
1.5 

Total 
excl. 
school 
leavers 

39.9 

50.1 
39.9 
46.9 

45.7 
43.3 
39.0 

38.7 
39.0 
36.0 

40.6 
34.0 
36.6 

Change 
since 
previous 
year 

2.1 

4.0 
3.2 
2.7 

1.4 
1.9 
1.7 

2.2 
1.3 
0.8 

2.8 
-2.6 
-3.3 

Total 
incl. 
school 
leavers 

43.0 

44.5 
42.5 
54.4 

53.1 
44.4 
34.9 

30.8 
50.7 
47.1 

42.7 
50.4 
44.4 

•000s) 

Out-flow 

School 
leavers 

2.2 

2.5 
2.2 
4.1 

5.4 
3.3 
1.7 

1.3 
4.1 
3.1 

2.0 
2.1 
1.6 

Total 
excl. 
school 
leavers 

40.7 

42.1 
40.4 
50.3 

47.7 
41.0 
33.2 

28.2 
46.6 
44.0 

40.7 
48.4 
42.8 

Change 
since 
previous 
year 

0.0 

2.7 
-0.6 
4.3 

2.9 
-0.8 
-1.9 

5.8 
4.5 
5.4 

-0.4 
5.7 
2.1 

Source: Department of Employment 
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Table 6 Unemployment: Likelihood of becoming 
unemployed and ceasing to be unemployed by 
sac 

Finally, Table 7 indicates that although 
the to t a l unemployment percentages are 
lower in B r i t a i n as a whole than in 
Scotland, the duration proportions are 
broadly similar. 

HLE 

Unaiplojment ra tes (X) 
January 1985 
January 1987 

Likelihood of beoaning unemployed 
October 19&5-January 1986 
Octcber 1985-Jaruary 1987 
Change 

Scotland 

17.7 
18.2 

5.5 
5.9 

-tO.4 

Likelihood of ceasing t o be u n s t a y e d 
Octcber 19&5-January 1986 
October 1985-January 1987 
Change 

FEMLE 

Uheiplojnent ra tes (%) 
January 1983 
January 1987 

Likelihood of beoaning unenfloyed 
October 1985-January 1986 
October 198>January 1987 
Qiange 

25.9 
26.6 
-0.3 

10.8 
10.9 

4.4 
4.4 
~ 

Likelihood of ceasing to be unemployed 
October 19&>January 1986 
October 19&SJaruary 1987 
Change 

« £ J H ) F M L E 
UnstpLojinent rates 
January 1985 
January 1987 

Likelihood of becoming unaployed 

October 1985-January 1986 
Octcber 1985-January 1987 
Change 

Likelihood of ceasing to be unomili 

October 19&>January 1985 
Octcber 1985-Jaruary 1987 
Change 

37.3 
37.4 
-i0.1 

14.8 
15.1 

5.1 
5.2 

-tO.1 

ojed 

30.1 
29.9 
-0.2 

Great 
a-itain 

14.1 
13.6 

4.5 
4.5 
-

27.7 
30.3 
-i2.6 

9.4 
9.1 

3.7 
3.6 

-0.1 

37.6 
41.0 
3.4 

12.2 
11.8 

4.2 
4.1 

-0.1 

30.8 
33.7 
••2.9 

Table 7 Unemployment: Median d u r a t i o n o f 
uBBflojment by sex 

MLE 
Completed y J i « (computerised 
records only 
Octcber 198>Jaruary 1985 
October 198Wanuary 1987 
Change 

UnooqpiLeted spel ls ( a l l records) 
January 1985 
January 19&7 
Change 

FEMLE 
Completed spel l s (ocmputeriaed 
records only 
Octcber 1985-Jaruary 1985 
October 1985-January 1987 
Change 

UnaaqpOeted spel ls ( a l l records) 
January 1985 
January 19&7 
Charge 

MALE JIN) FEMBLE 

Completed spel l s (computerised 
records only) 

Octcber 1985-January 1985 
October 1985-January 19&7 
Charge 

Uncompleted spel ls ( a l l records) 
January 1985 
January 1987 
Change 

Source: Biploymsnt Gazette 

T a b l e 9 c o m p u t e s t h e p n 
unemployed by spe l l length. 
t ha t s ign i f ican t proportions 

Scotland 

11.9 
12.1 
HO.2 

40.4 
38.2 
-2.2 

11.9 
12.4 
-•0.5 

25.8 
27.1 
+1.3 

11.9 
12.2 
-•0.3 

35.0 
34.3 
-0.7 

Great 
Britain 

11.3 
11.9 
••0.6 

40.2 
40.9 
-•0.7 

11.0 
11.9 
-•0.9 

26.8 
28.1 
+1.3 

11.2 
11.9 
••0.7 

35.0 
35.8 
•rf).8 

o p o r t i o n s of 
I t i s c lear 

of people are 

Source: Employment Gazette 

unemployed for very long periods. For 
example, nearly 9% of the total unemployed 
have been in that position for over 5 
years, and nearly 18% over three years. 
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Table 8 Ihanplcyment: Age and Oration: 9 April 1987 

EHraticti of ina 
mart i n weeks 

2 cr less 
CVer 2 and tp 

4 

8 
13 
26 

52 
104 
156 
208 

Over 360 

ALL 

ipLoy-

to 4 
8 

13 
26 
52 

104 
156 
208 
260 

Ikrier 
25 

4,989 
3,823 
6,815 

7,785 
15,562 

20,234 

13,262 
5,358 
2,697 
1,779 
1,816 

81,121 

•fele 

25-W 

6,964 
4,896 
8,195 

9,018 
18,514 
23,768 

22,416 
13,283 
9,192 
7,384 

20,144 

vo,m 

55 and 
wer 

1,158 
559 

1,085 

1,254 
2,974 
4,584 

3,930 
2,366 
2,525 
1,627 
4,568 

26,630 

AH 

13,111 
9,278 

16,095 

18,058 
37,050 
48,586 

39,608 
21,007 
14,414 
10,790 
26,528 

254,525 

Itader 
25 

3,115 
2,277 
3,843 

4,720 
9,293 
12,069 

6,891 
2,416 
1,302 

890 
775 

17,551 

Female 

25-54 

3,786 
2,635 
4,134 

4,512 
8,660 
12,965 

7,785 
3,160 
2,000 
1,438 
2,758 

53,8a 

55 and 
over 

223 
150 
217 

278 
624 

1,084 

1,203 
907 
807 
703 

1,360 

7,556 

All 

7,124 
5,053 
8,194 

9,510 
18,577 
25,118 

15,879 
6,483 
4,109 
2,991 
4,893 

108^81 

SCUTS: Ehployment Gazette 

Table 9 Oration of iraplojnEnt at 9 April 1967 (rales and females) 

LXratki) in weeks 

2or 
CVer 2 and 

4 
8 

13 
35 
52 

104 
156 
208 

less 
l ip to 4 

8 
13 
26 
52 

104 
156 
208 
260 

% of total inenpLoyed QmiLatLve % of total umpLoyed 

5.6 5.6 
3.9 9.5 
6.7 16.2 
7.6 23.8 

15.3 39.1 
20.6 59.8 
15.3 75.1 
7.5 82.6 
5.1 87.7 
3.8 91.4 

Over 260 8.7 100 

All 100 K» 

Some: Htplcjnient Gazette 

47 



Taking one year of unemployment 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 example, 10.5? of males who 
are unemployed have been unemployed for 
over 5 years compared with 4.5% of women. 

Vacancies 

Vacancies a t j o b c e n t r e s exhibited an 
increase in each of the f i r s t two quarters 
of t h i s year (Table 10). 

Table 10 Vacanc ie s a t j o b c e n t r e s , 
(excluding Community Programme 
vacancies), seasonally adjusted, 
(000s) 

1985 Mar 8 

1985 Mar 29 
May 
Jun 
J u l 
Aug 
Sep 
Oct 
Nov 
Dec 

1986 Jan 
Feb 
Mar 
Apr 
May 
Jun 
J u l 
Aug 
Sep 
Oct 
Nov 
Dec 

1987 Jan 
Feb 
Mar 
Apr 
May 
Jun 

3 
7 
5 
2 
6 
4 
8 
6 

3 
7 
7 
4 
2 
6 
4 
8 
5 
3 
7 
5 

9 
6 
6 
3 
8 
5 

Scotland 

14.3 

14.2 
14.3 
14.3 
14.7 
14.5 
14.9 
15.0 
14.6 
13.8 

14.0 
14.6 
15.5 
15.4 
16.0 
16.9 
17.6 
17.6 
17.5 
16.6 
16.9 
16.5 

17-1 
17.2 
17.5 
16.7 
18.1 
18.3 

Great 
B r i t a i n 

155.2 

160.4 
160.1 
161.1 
160.0 
161.2 
164.1 
168.3 
167.0 
161.8 

161.0 
165.2 
167.6 
167.9 
170.0 
182.4 
191.2 
199.0 
204.4 
210.7 
213.1 
208.1 

208.2 
205.0 
208.6 
211.7 
229.2 
231.3 

as %a| 
o f GB 

9.2 

8.9 
8.9 
8.9 
9.2 
9.0 
9.1 
8.9 
8.7 
8.5 

8.7 
8.8 
9.2 
9.2 
9.4 
9.3 
9.2 
8.8 
8.6 
7.9 
7.9 
7.9 

8.2 
8.4 
8.4 
7.9 
7.8 
7.9 

Source: Department of Employment Gazette 

Indeed the average level of vacancies in 
the second quarter (17.7 thousand) i s the 
h ighes t q u a r t e r l y f igu re s ince the 
beginning of 1980 (18.3 thousand). GB 
vacancies also rose noticably, and in fact 
Scottish vacancies as a proportion of the 
GB t o t a l was as low, in the second 
quarter , as i t has been for some time 
(7.95). 

An increase in the stock of vacancies i s 
generally interpreted as ref lect ing an 
increase in firms' demands for labour 
services. Notification of vacancies i s 
often the f i r s t step following a firm's 
dec i s ion to expand the s i z e of i t s 
workforce (although i t is estimated that 
only about a th i rd of a l l vacancies are 
notified to jobcentres and so recorded in 
o f f i c i a l s t a t i s t i c s ) . Consequently, 
increases in vacancies are expected to be 
r e f l e c t e d subsequent ly in increased 
employment and, to the extent tha t new 
jobs are f i l l e d by those c u r r e n t l y 
registered as unemployed, a reduction in 
unemployment. 

Tstie 11 Vacancy flows at jobcentres, standar­
dised, seasonally adjusted, Scotland 
(000s) 

In Flew Out Flew Placdngs 

Average Average Average 
change change change 
trree uioc aree 

• • • » • » 

mentis mniB norms 
Level ended Level ended Level ended 

1986 Mar 

Apr 
May 
Jun 

Jul 
Aug 
Sep 

Oct 
Nov 
Dec 

1987 Jan 
Feb 
Mar 
Apr 
May 
Jun 

21.4 

19.5 
20.1 
20.9 

20.6 
20.6 
22.1 

21.1 
19.2 
19.4 

19.6 
18.5 
21.6 
18.5 
18.6 
21.3 

0.7 

0.5 
0.2 

-0.2 

0.4 
02 
0.4 

0.2 
-0.5 
-0.9 

-0.2 
-02 
0.7 

-0.4 
0.0 

-0.1 

20.4 

19.5 
19.6 
20.0 

20.1 
20.5 
21.9 

22.2 
18.8 
19.7 

19.1 
18.2 
21.2 
18.4 
18.5 
21.0 

0.1 

0.5 
0.2 

-0.1 

0.2 
0.3 
0.6 

0.7 
-0.6 
-0.7 

-0.7 
-02 
0.5 

-02 
0.1 

-0.1 

17.7 

16.4 
16.9 
17.3 

16.8 
17.3 
18.7 

18.9 
15.8 
16.6 

16.1 
15.6 
18.2 
15.7 
15.8 
17.8 

0.0 

0.3 
0.0 

-0.1 

0.1 
0.1 
0.5 

0.7 
-0.5 
-0.7 

-0.9 
-0.1 
0.5 

-0.1 
0.1 

-0.1 

Source: Department of Employment Gazette 
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By and large, the view that an increase in 
vacancies is associated with higher levels 
of economic activity is borne out by 
experience. So, for example, the last 
'peak' in the level of vacancies in 
Scotland (of 22.3 thousand) occurred in 
the second quarter of the last peak year 
of economic activity, namely 1979. 
However, the relationship is by no means 
precise and does not occur with a fixed 
lag. Thus, for example, vacancies hit a 
trough of 10.7 thousand in 1981 02, but 
employment continued to fall until the end 
of 1983. The absence of a rigid link 
between activity levels and the stock of 
vacancies is not surprising once it is 
recognised that the latter represent the 
net outcome of large inflows and outflows. 
Furthermore, outflows from the vacancy 
stock do not always reflect a placement. 

Table 11 summarises recent Scottish data 
on vacancy flows. Since vacancy outlows 
exceeded inflows for those months reported 
in Table 11, the average duration of a 
vacancy was less than one month. In 
general, vacancy durations would be 
expected to increase with labour market 
activity, reflecting firms' increased 
difficulty in finding suitable applicants 
in tighter labour markets. 

Redundancies 

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

Since 1981 redundancies have declined 
steadily in GB. Scotland experienced a 
similar decline until 1986 when 
redundancies actually increased by 3,144. 

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 jimp in 
the Scottish proportion of GB redundancies 
in the second quarter of this year since 
the data are, as yet, incomplete. 

Table 12 Confirmed redundancies 

Scotland 

1979 
1980 
1981 
1982 
1983 
1984 
1985 

1985 03 
04 

1986 01 
02 
03 

1986 Oct 
Nov 
Dec 

1987 Jan 
Feb 
Mar 

Apr 
May 
Jun 

33,014 
57,178 
59,039 
48,944 
41,538 
30,164 
26,424 

5,229 
6,512 

7,180 
9,377 
7,081 

2,574 
1,352 
2,004 

1,695 
1,264 
1,809 

2,171 
1,920 

794 

G.Britain 

186,784 
493,704 
532,030 
400,416 
326,638 
245,443 
234,977 

56,198 
70,969 

64,766 
58,486 
52,030 

19,191 
13,634 
16,734 

13,149 
14,339 
19,516 

11,162 
9,348 
4,843 

as J of GB 

17.7 
11.6 
11.1 
12.2 
12.7 
12.4 
11.2 

9.3 
9.2 

11.1 
16.0 
13.6 

13.4 
9.9 

12.0 

12.9 
8.8 
9.3 

19.5 
20.5 
16.4 

Source: Department of Employment Gazette 

Earnings 

The government's view of the labour market 
lays special emphasis on the 'price of 
labour' to firms. In particular they 
maintain that workers may 'price 
themselves into a job'. Reductions in 
wages, it is argued, makes labour cheaper 
to firms and so stimulates their demand 
for labour, increasing employment and 

49 



Table 14 Average weekly manual earnings of full-time employees (£) (all industries & 
services, April) 

1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 

Sources: 

Table 15 

1971 
1972 
1973 
1974 
1975 
1976 
1977 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 

Scotland 

28.5 
31.7 
37.1 
42.9 
56.7 
66.2 
72.5 
81.4 
93.6 

112.2 
124.8 
136.9 
145.8 
156.2 
164.2 
173-0 

Male adults 
Great 
Britain 

29.4 
32.8 
38.1 
43.6 
55.7 
65.1 
71.5 
80.7 
93.0 

111.7 
121.9 
133.8 
143.6 
152.7 
163.6 
174.4 

1 
Scotland as 

% of GB Scotland 

96.9 14.9 
96.6 16.8 
97.4 19.5 
98.4 23.4 

101.8 32.1 
101.7 39.4 
101.4 43.7 
100.9 50.2 
100.6 54.3 
100.4 66.3 
102.4 73.3 
102.3 79.2 
101.5 86.4 
102.2 91.3 
100.4 99.4 
99.2 103.2 

Female adults 
Great 
Britain 

15.3 
17.1 
19.7 
23.6 
32.1 
39.4 
43.7 
49.4 
55.2 
68.0 
74.5 
80.1 
87.9 
93.5 

101.3 
107.5 

Scotland as 
% of GB 

97.4 
98.2 
99.0 
99.2 

100.0 
100.0 
100.0 
101.6 
98.4 
97.5 
98.4 
99.9 
98.3 
97.7 
98.1 
96.0 

Scot t i sh Economic Bul le t in , Employment Gazette (various issues)/New Earnings 
Survey 

Average weekly earnings of ful l - t ime employees (£ ) : 
(April) 

Scotland 

37.2 
41.7 
46.8 
51.8 
67.1 
80.8 
88.0 
99.8 

113.0 
139-8 
161.8 
179.9 
196.6 
208.6 
224.0 
238.3 

Male adults 
Great 
Britain 

39.1 
43.5 
48.1 
54.4 
68.4 
81.6 
88.9 

100.7 
113.0 
141.3 
163.1 
178.9 
194.9 
209.0 
225.0 
244.9 

1 
Scotland as 

% of GB Scotland 

95.1 18.9 
95.9 21.0 
97.3 23.7 
95.2 27.0 
98.1 37.8 
99.0 47.0 
99.0 51.2 
99.1 56.6 

100.0 63.0 
98.8 78.2 
99.2 92.5 

100.6 101.0 
100.8 110.1 
99.8 117.9 

100.0 125.6 
97.3 139.1 

adult non-manual workers 

Female adults 
Great 
Britain 

19.8 
22.2 
24.7 
28.6 
39.6 
48.8 
53.8 
59.1 
66.0 
82.7 
96.7 

104.9 
115.1 
124.3 
133.8 
145.7 

Scotland as 
% of GB 

95.5 
94.6 
96.0 
94.4 
95.5 
96.3 
95.2 
95.8 
95.5 
94.6 
95.7 
96.3 
95.7 
94.9 
93.9 
95.5 

Sources: Scottish Economic Bulletin, 
Survey 

Employment Gazette (various issues)/New Earnings 

50 



reducing unemployment. This argument has 
been critically evaluated in past 
Coomentaries, 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 
relative to GB. 

Table 14 summarises recent data on the 
average weekly earnings of manual workers 
in Scotland and the UK. Table 15 presents 
the relevant data for non-manual workers. 
Perhaps the most striking feature of the 
data is the scale of the change in 
earnings since 1971. Tnus, 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 meaningful to compare wage 
relatives or differential over time than 
the levels of money wages. Column three 
of Table 14 expresses the Scottish male 
manual workers1 average weekly earnings as 
a percentage of the comparable GB 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. 
Such stability, over a period marked by 
fluctuations in economic activity suggests 
that there is little scope for regional 
specific influences on earnings, a 
suggestion borne out by recent research 
conducted in the Institute. A similar 
degree of stability is also apparent in 
the regional differentials for male non-
manual workers, and female workers (both 
manual and non-manual). 

Whilst regional differentials have 
exhibited remarkable insensitivity over a 
period of flux, the same is not true of 
the non-manual - manual differential. In 
1975, for example non-manual workers 
enjoyed a differential of 18.3% over 
manual workers, but this has grown in each 
subsequent year (with the exception of 
1984) to its current level of 37.7%. Over 
the period since 1971 the differential has 
fluctuated with a little evidence of 
narrowing in 'peak' activity years and 
widening in slack periods. There is some 
slight suggestion then of greater cyclical 

sensitivity of manual workers pay. 

The male-female differential i s most 
noticeable simply for i t s scale. 
Currently male manual workers earn 67.6% 
more than their female counterparts. 
However, considerable caution should be 
exercised in interpreting such figures 
given the heterogeneity of the relevant 
groups and the impact of more widespread 
overtime working among males. 

Table 16 Earnings differentials average wady 
earnings (£) 

ffele rcn-manual- MaLe-Fanale differential 

(1) (2) (3) (3>/(2) 

1970 
1971 

2 
3 
4 
5 
6 
7 
8 
9 

1980 
1 
2 
3 
4 
5 
6 

30.5 
31.5 
26.1 
20.7 
18.3 
22.1 
22.1 
22.6 
20.7 
24.6 
29.6 
31.4 
34.8 
33.5 
36.4 
37.7 

91.3 
88.7 
90.3 
83.3 
76.6 
68.0 
65.9 
62.2 
72.4 
69.2 
70.3 
72.9 
68.8 
71.1 
65.2 
67.6 

96.8 
98.6 
97.5 
91.9 
77.5 
71.9 
71.9 
76.3 
79.4 
78.8 
74.9 
78.1 
78.6 
76.9 
78.3 
71.3 

1.06 
1.11 
1.08 
1.10 
1.01 
1.05 
1.09 
1.22 
1.10 
1.14 
1.07 
1.07 
1.14 
1.08 
1.20 
1.06 

Sources: Scottish Eooramc Bulletin and BipLoyment 
Gazette (various issues)/New Earnings 
Survey 

INDUSTRIAL RELATHMS IN SCOTLAND 

Industrial relations in Scotland 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 
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rather than 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 local 
issues. 

The apparent focus of the dispute between 
the Scotsman and its journalists were the 
related issues of the introduction of new 
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 
Scotsman1s London office heralded the 
introduction of a plan by Thompson 
Regional Papers, 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 weakened the NUJ'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 local printing, will combine to 
change employment in Scottish newspapers 
over the next few years. 

Industrial action amongst Scottish bus 
staffs centred on management attempts to 
improve labour efficiency by the 
introduction of new working arrangements. 
labour flexibility has been a prominent 
feature in many recent labour 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 proposals for six day 
working. More generally, 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 a 
guaranteed working day of 7 hours and 3 
minutes. Drivers working above these 
hours, on any one day, qualified for 
overtime at time-and-a-half. Management 
proposed a basic pay of £150 for a 39 hour 

week in return for a consolidation of a 
substantial amount of overtime, and, a 
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 
overtime payments. Whilst the dispute 
was settled by extending the length of the 
guaranteed working day management secured 
agreement for flexible scheduling. 

Deregularisation of bus transport 
undoubtedly raised the levels of 
competition between bus groups. However, 
in the longer term profitability will tend 
to replace competition, hence bus groups 
have announced plans to reduce staff, 
possibly to the extent of halving the 
additional staffs employed immediately 
prior to deregulation. Increasing 
financial problems will add to pressures 
to cut unprofitable 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 possibility of a national 
dock strike arose over plans to reduce the 
numbers of registered dockers employed at 
Greenock. Attempts to move registered 
dock workers to a 'temporary unattached 
register' were seen by the union as both 
attempts by employers to breach the 
National Dock Labour Scheme, and to 
reintroduce casual working. The issues 
and events at Greenock mirror those 
elsewhere as the industry continues to 
contract. There is likely to be a 
succession of such local disputes and 
compromises unless the government responds 
to employer pressure and returns to the 
issue of reform of the Dock Labour Scheme. 

British Rail's progress to profitability 
has led to considerable increases 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 up to 1,000 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 
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reductions of peripheral activities. number of major employment implications. 

Fears of job losses have prompted Scottish 
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 Scotland have led to a 
recognition that jobs in a number of pits 
may be vulnerable if the NUM pursues its 
policy of opposition to the introduction 
of 6 day working. 

Management initatives to change 
traditional working practices have not 
been restricted to the public sector, some 
70% of settlements contain a productivity 
element. Some of the more radical 
proposals have emerged in industries 
covered, until 1986, by Wages Council 
Regulations. The 1986 Wages Act limited 
the powers of Wages Councils to the 
establishment of a basic rate of pay and 
overtime rates. In a number of 
industries from wages Council regulations, 
introduced extensive changes to work 
practice. The proposals by one major 
Scottish hotel group to withdraw trade 
union recognition, introduce work 
flexibility, and end traditional 
demarcation are spreading in the hotel 
industry and are likely to emerge in other 
sectors hitherto covered by Wages Council 
Orders. 

Undoubtedly, 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 power1. 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 Committee. 

The long term reviews of staffing and 
resources, and agreement on composite 
class size are due at the same time as the 
devolution of powers to the new school 
boards. The proposals to devolve a range 
of powers to school boards contain a 

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 
proposals appear, at least superficially, 
to run against the moves towards 
managerialism within schools. Overall the 
proposals are likely, in the long term, 
to: first, fragment industrial action 
and reduce the possibility of action 
similar to that of recent years, 
especially the 'targetting' of schools. 
Secondly, to stress the importance of 
achieving 'good' pass rates etc. in the 
criteria for selecting and dismissing 
teaching staff. Thirdly, to raise complex 
questions as to the fair and unfair 
dismissal processes for teaching staff. 
Fourthly, question the ability to follow 
agreed procedures concerning senior non-
promoted staff. Fifthly, to complicate 
and delay the development of 
managerialism. The implementation of 
these proposals will radically re-shape 
the established bargaining procedures and 
the contours of employment relations in 
Scottish teaching. In their most radical 
form they may well usher into Scotland the 
same degree of changes in England arising 
from the Education Act. 
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Regional Review 

REGIONAL LABOUR MARKETS 

Unemployment fel l across Scotland during 
the second quarter of the year and in June 
stood at 340,341, a drop of 23,440 (6.4$) 
since March. As Table 1 i l lus t ra tes , the 
headline t o t a l f e l l by 11,018 (3.1%) in 
the 12 months to March with reductions 
being recorded in a l l but three of the 
regional and island authority areas. (It 
should be noted that many of the figures 
quoted in t h i s section di f fer from those 
reported in the press. The reasons for 
these differences are outlined in previous 
Conmentaries.) 

Table 1 Unanfloyment by region 

% rate Total Total Total % 
July 87 Jme 87 June 86 Change Change 

Borders 
Central 
Dunfries { 
GaUcway 

Fife 
Grampian 
Highland 
Lothian 
S/clyde 
Tayside 
Orkney 
Islands 

Shetland 
Islands 

Western 
Isles 

Scotland 

8.7 
15.9 

' 12.5 
15.5 

9-4 
14.0 
12.3 
18.0 
14.4 

11.7 

7.6 

17.3 

15.2 

3,419 
17,044 

7,245 
21,077 
21,801 
12,380 
44,754 

185,009 
24,340 

790 

759 

1,723 

30031 

3,603 
18,718 

7,624 
22,022 
19,798 
12,307 
45,814 

192,806 
25,239 

793 

759 

1,876 

351,359 

- 184 -5.4 
- 1,674 -5.9 

- 379 -5.0 
- 945 -4.3 
+ 2,003 +10.1 
+ 73 H0.6 

- 1,050 -2.3 
-7,797 -4.0 
- 899 -3.6 

3 -04 

0 0 

- 153 -8.2 

-11,018 -3.1 

Source: Department of Employment 

The most notable exception to the general 
fal ls in unemployment was Grampian Region 
where the June to ta l of 21,801 was 2,003 
(10.1%) higher than a year before. This 

clearly r e f l e c t s the impact on local 
res idents of the downturn in o i l and o i l 
related ac t iv i ty which followed l a s t 
year's o i l price collapse. However, 
there is some indication that the recovery 
in oi l prices i s having an ameliorating 
effect as the June figures represent an 
improvement on March, and the unemployment 
rate has now fallen below 10% again. The 
only other region recording a r i s e in 
unemployment was Highland, where the total 
edged up by 73 (0.6%) to 12,380. Among 
the other regions, f a l l s of 5% or more 
have occurred in Borders , Cen t r a l , 
Dumfries and Galloway and the Western 
I s l e s . In Shetland the to t a l remained 
unchanged from 12 months before. In 
every area unemployment was lower in June 
than in March. At 18.0%, Strathclyde 
Region has the highest r a t e in Scotland 
while Borders remains the mainland region 
with the lowest rate at 8.7%. 

Tab le 2 shows t h a t t h e f a l l i n 
unemployment has been concentrated far 
more among women than men. On average, 
female unemployment declined by 7.7% over 
the period with the male total dropping by 
only 1.1%. This may be the r e su l t of 
relatively more job opportunities becoming 
available to women, although the Restart 
interviews and el igibi l i ty for work tests 
may be removing a disproportionate number 
of women from the r eg i s t e r . Fa l l s of 
more than 10% in female unemployment 
occurred in Central, Tayside and the 
Western Isles. Only in Grampian (+2.8%) 
and Shetland Islands (+1.0%) did female 
unemployment r i s e . Even in Highland 
Region where the overall total increased, 
the female figure fel l by 6.6%. As would 
be expected, male unemployment rose most 
strongly in Grampian, by 14.4%, and in 
Highland, by 4.0%. The fact that female 
unemployment i s falling more quickly than 
male unemployment, for whatever reason, 
continues the trend observed in recent 
Conmentaries. 

I t i s conven t iona l ly assumed t h a t 
vacancies registered at Job Centres and 
Careers Offices represent about one-third 
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Table 2 Unemployment by sex and by 
region 

Nunber unemployed Change since 
June 1987 June 1986 

Males Females Males Females 

Borders 
Central 
Dumfries 
& G/way 

Fife 
Grampian 
Highland 
Lothian 
S/clyde 
Tayside 
Orkney 
Islands 

Shetland 
Islands 

Western 
Isles 

Scotland 

2,152 
11,641 

4,735 
14,166 
14,248 
8,705 
31,631 
133,559 
16,487 

539 

444 

1,290 

239,597 

1,267 
5,403 

2,510 
6,911 
7,553 
3,675 
13,123 
51,450 
7,853 

251 

315 

433 

100,744 

- 2.1 
- 7.5 

- 3.2 
- 1.2 
+14.4 
+ 4.0 
-

- 2.5 
-

+ 2.1 

- 0.7 

- 6.0 

- 1.1 

- 9.8 
-11.9 

- 8.1 
- 1.7 
+ 2.8 
- 6.6 
- 7.5 
- 7.9 
-10.2 

- 5.3 

+ 1.0 

-14.1 

- 7.7 

Source: Department of Employment 

Table 3 Vacancies and unemployment-vacancy ratios, 
by region, Jus 1987 

CP 
Vacancies 

Total ExcL CP 
as J of 
total 

IW ratio 
Total Escl. CP 

of a l l c u r r e n t vacanc ies . This i s 
because many employers prefer to use other 
recruitment channels to f i l l jobs and 
because Job Centres are seen to specialise 
in cer ta in types of vacancy. Table 3 
presents vacancy data for March 19&7. In 
addition to employment vacancies, the 
total vacancies figure includes vacancies 
for self-employment and the MSC's 
Community Programme (CP), as well as the 
small number of jobs registered with the 
Careers Se rv i ce . The unemployment-
vacancy (U-V) r a t i o can be taken as an 
i n d i c a t o r of how many r e g i s t e r e d 
unemployed people are competing for each 
vacancy. Thus, in Scotland in June, and 
excluding CP vacanc ies , roughly 17 
unemployed people were chasing each 
registered vacancy. However, as mentioned 
above, registered vacancies do not account 
for all current vacancies. In addition, 
i t should be borne in mind t h a t the 
vacancies will not necessarily be f i l l ed 
from the r a n k s of t he r e g i s t e r e d 
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 included the U-V ratio 
drops to 14.5. The h ighes t r a t e s , 
excluding CP vacanc ie s , a re in the 
Western I s l e s at 28.2, Fife at 26.6 and 
Tayside a t 22.0. In c o n t r a s t , the 
relative underlying strength of Grampian 
Region i s ref lected in a r a t io of 9.5. 
Moreover, only 4.2% of the Grampian 
vacancies are for CP places, the remainder 
being for "real" jobs. This contrasts 
with areas such as the Western I s l e s , 
Shetland I s l a n d s and Fife where CP 
vacancies constitute, respectively, 52.3%, 
36.5% and 21.0% of the t o t a l . 

Borders 573 
Central 1,163 
Dunfries& 
Galloway 

Fife 
Graipian 
Highland 
Lothian 
S/clyde 
Tayside 
Orkney Is, 
Shetland Is. 104 
Western Is. 128 

627 
1,002 
2,391 
1,240 
3,551 

11,293 
1,317 

79 

527 
1,084 

538 
792 

2,290 
1,077 
3,145 
9,395 
1,105 

77 
66 
61 

8.0 
6.8 

16.8 
14.7 

14.2 
21.0 
4.2 
13.1 
11.4 
16.8 
16.1 
2.5 
36.5 
52.3 

11.6 
21.0 
9.1 
10.0 
12.6 
16.4 
18.5 
10.0 
7.3 
13.5 

SooOari 23,168 20,157 W.1 14.5 

15.4 
15.7 

13.5 
26.6 
9.5 

11.5 
14.2 
19.7 
22.0 
10.3 
11.5 
28.2 

16.9 

Source: Department of Employment 

In Tables 4 and 5 some i n d i c a t i o n of the 
inter- and in t ra- regional var ia t ions in 
unemployment are provided. In simple 
terms a Travel-to-Work-Area (TTWA) i s a 
relatively self-contained labour market in 
which a t l eas t 75% of the work force i s 
resident in the area and a t l eas t 75% of 
the residents work in the area. A region 
with a high proportion of TTWAs in which 
the unemployment rate exceeds the Scottish 
average is designated a high unemployment 
region, the opposite being the case for 
low unemployment regions. This approach 
c o n f i r m s S t r a t h c l y d e as a h igh 
unemployment region with 9 of the 12 TTWAs 
exceeding the S c o t t i s h r a t e . In 
contrast, none of the 5 Borders TTWAs and 
only 2 of the 9 in Grampian have 
unemployment r a t e s g r e a t e r than the 
Scottish figure. 
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Table 4 TTtfA in region with unemployment 
rates above the Scottish and 
regional averages 

No of TWA 

Borders 
Central 
Dumfries & 
Galloway 
Fife 
Grampian 
Highland 
Lothian 
Strathclyde 
Tayside 

Scotland 

5 
3 

7 
3 
9 
8 
3 
12 
7 

57 

Noabove 
Scottish 
average 

0 
2 

3 
2 
2 
3« 
1 
9« 
2 

24 

No above 
regional 
average 

3 
2 

4 
1 
8 
4 
1 
6 
2 

The f inal columns of Table 4 and Table 5 
focus on in t ra- regional var ia t ions in 
unemployment. Previous Commentaries have 
noted tha t Grampian Region has a low 
overall rate in Scottish terms yet within 
the Region i tself there i s a considerable 
concentration of unemployment outwith the 
Aberdeen TTWA. In fact, in al l TTWAs but 
Aberdeen the unemployment rate exceeds the 
regional average. The disparity of rates 
within Grampian i s evidenced by the fact 
that the highest rate (Forres at 20.8%) i s 
2.57 times greater than in the lowest 
(Aberdeen a t 8.1$). A s i m i l a r t a l e 
applies to Dumfries and Galloway where the 
Cumnock and Sanquhar rate of 28.1? is 2.87 
times greater than the Dumfries figure of 
9.8$. Cumnock and Sanquhar and 
Galashiels remain, respectively, the TTWAs 
on the mainland with the h ighes t 
unemployment r a t e s . In Strathclyde, 
Girvan has replaced Irvine as the area 
with the highest unemployment. 

• In addition Wick 4 Ayr have ra tes equal 
to the Scottish average of 15.2$ 

Source: Department of Employment 
Tst3e6 Notified redundancies by region, Kay to 

July 1967 (inclusive) 

Table 5 TTWA with h ighes t and l o w e s t 
uneaployment rates 

Total Prim. Manuf. Const. Serv. 

High High 
-Low /Low 

Borders 

Central 

Dumfries 
4 G/way 

Fife 

Grampian 

Highland 

Lothian 

S/clyde 

Tayside 

H Berwickshire 
L Galashiels 
H Alloa 
L Stirling 
H Cumnock & 

Sanquhar 
L Dumfries 
H Kirkcaldy 
L North East 

Fife 
H Forres 
L Aberdeen 
H Invergordon & 

Dingwall 
L Thurso 
H Bathgate 
L Haddington 
H Girvan 
L Oban 
H Arbroath 
L Perth 

13.1 6.0 1.85 
7.1 

19.6 6.4 1.48 
13.2 

28.1 18.3 2.87 
9.8 

16.9 6.4 1.61 

10.5 
20.8 12.7 2.57 
8.1 

19.5 9.2 1.83 
10.3 
18.3 9.4 2.06 
8.9 

23.1 13.0 2.29 
10.1 
21.6 10.6 2.04 
11.0 

Borders 
Central 
Dtmfries& 
Galloway 

Fife 
Grampian 
Highland 
Lothian 
Strathtfyde 
•Esysioe 

83 
230 

0 0 
61 0 

339 54 
117 0 
443 0 

1,323 20 
111 0 

Orkney Islands 0 0 
Shetland Islands 0 0 
Western Isles 54 0 

83 
226 

36 
108 
117 
399 
732 
63 
0 
0 

54 

0 
4 

0 
0 
2 
0 
0 

90 

0 
0 
0 

0 
0 

0 
25 

175 
0 
0 

481 
48 
0 
0 
0 

Scotland 2,761 74 1,818 140 729 

Source: Department of Employment 

Source: M5C Scotland 

Final ly, Table 6 shows tha t Grampian and 
Highland Regions continue to experience a 
d i s p r o p o r t i o n a t e number of n o t i f i e d 
redundancies following the problems in the 
o i l i ndus t ry . In keeping with the 
generally more optimistic outlook and also 
reflecting seasonal factors, the number of 
notified redundancies has fallen by almost 
1,000 compared with the previous quarter, 
most notably in manufacturing. 
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