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Scotland's Economic Performance 
 

Skills Development Scotland 
 

 
Introduction 
 
We welcome the opportunity to contribute to the Committee’s inquiry into 
Scotland’s economy. 
 
Skills, alongside other wider and social and economic conditions, help to achieve 
the Scottish Government’s aim of creating a more successful country, with 
opportunities for all of Scotland to flourish, through increasing sustainable, 
inclusive economic growth. Our vision is that Skills Development Scotland (SDS) 
contributes significantly to a Scotland that values skills, realising the potential of 
its people and businesses to build a competitive, inclusive and resilient economy. 
We lead skills planning and development, support employers to get the skills they 
need and individuals to get jobs and progress in the workplace. As part of our 
work we invest in the development of a robust evidence base that is used to 
inform and guide our investment, and that of our partners. 

 
We have answered the questions posed by the Committee where it is within 
our remit and have included a section at the end of this paper which presents 
how we are responding to the challenges outlined. 
 
Background – Skills and Economic Growth 
 
This inquiry is timely as we move towards the implementation of the Enterprise 
and Skills Review and its aspiration for (1) a dynamic, inclusive globally 
competitive economy and (2) a high performing, inclusive labour market. There is 
much strength in the Scottish economy that can be built upon: 
 

 Productivity has grown at a faster rate than in the UK. 

 Employment in Scotland has recovered and is now above pre-recession 
levels 

 Many key sectors have had good employment growth despite a 
challenging economic environment. 

 Scotland has a highly skilled workforce. 

 The economy offers a range of opportunities for young people entering 
the labour market. 

 
There are four key challenges for the economy and the labour market, as 
identified in our recent Jobs and Skills: The Evidence, report which brings 
together previously published facts and figures from a variety of sources, paints a 
picture of the Scottish economy and highlights the challenges faced1.  
 

                                                           
1
 Skills Development Scotland: Jobs and Skills in Scotland: The Evidence (2017). This 

report is part of a portfolio of insight that we have developed to provide a coherent narrative 
on jobs and skills in Scotland. 

http://www.skillsdevelopmentscotland.co.uk/media/43843/0000-sds-jobs-and-skills-in-scotland-2017-digital-v7.pdf
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1. Boosting productivity will be vital to improve our long term 
prosperity, raise the competitiveness of the economy and boost 
wages 
 

Scotland’s productivity, like rest of the UK, remains significantly behind other 
advanced economies. Increasingly productivity is critical if we are to raise the 
competitiveness of the Scottish economy and boost wages. Scotland’s record in 
terms of Business Research and Development remains weak and exporting 
remains concentrated in too small a number of businesses and sectors. 
 

2. Growth needs to be more inclusive  
 
Widening participation and increasing employment rates, raising earnings and 
ensuring there is greater equity of access to employment across all under 
represented groups is crucial if Scotland’s economy is to flourish. Employment 
has now recovered to beyond pre-recession levels, but this has been driven 
primarily by part-time, temporary and self-employment. The rise of non-
standard employment, low wage growth and the persistence of in-work 
poverty raise important questions about the quality of employment growth. 
There are regional variations in wage levels, productivity and employment 
growth across Scotland. Employment in the majority of rural areas has not yet 
reached pre-recession levels. Underemployment continues to be a concern, 
as is underutilisation of skills, with economic inactivity rising.  
 

3. Scotland’s demographics present significant challenges – and 
Brexit may exacerbate these 

 
Scotland’s population is ageing (42% growth in over 65s in the UK in the period 
to 2030). The number of young people entering the labour market may not match 
the flow of older workers leaving the labour market. Recent population growth in 
Scotland has been driven by net migration and Brexit may have a significant 
impact on labour flow.  
Rural regions in particular have significant vulnerability in relation to potential 
reductions in inward investment combined with a reduction in working age 
population. There is growing diversity, with women expected top take two thirds 
of new job growth. Employers report that recruiting people with the right skills is 
becoming more challenging.  
 

4. The world of work is changing – we need to support businesses and 
individuals to navigate and embrace that change  

 
The nature of work is continuously and rapidly changing. Technology means 
people will be required to work more flexibly and adaptably, with jobs 
becoming more complex and skills requirements shifting. Automation, 
converging technology, digitalisation of production and ICT development have 
the potential to further reshape the labour market and the demand for skills. 
Broader societal changes include the desire for increased work-life balance, 
including flexible working. An hourglass labour market structure is emerging 
which presents challenges for progression in the workplace. One of the most 
pressing issues in terms of driving economic growth is how to increase the 
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quality of work. There are some fundamental challenges facing the Scotland 
economy.  The productivity of the UK compared to other advanced economies 
is poor and understanding and solving the “productivity puzzle” remains a 
major challenge. Whilst jobs have remained resilient in the UK, with rising 
employment and falling unemployment, this has come alongside low 
productivity growth and a drop in real wages. There is a serious issue of job 
quality that needs to be addressed; the economy is generating too few high 
value/paying jobs – this presents challenges for individuals and for Scottish 
Government in terms of raising revenue.  
A: GDP growth and productivity  
 
1. How have Scotland’s key sectors performed over the past decade?  
 
Many of Scotland’s sectors have performed well over the past five years, in 
spite of very difficult trading conditions. Some sectors which recorded jobs 
losses during the recession have begun the process of reversing losses while 
others have stabilised employment at lower levels.  At the same time, some 
sectors that were recovering saw employment fall in the latest jobs figures 
including retail/wholesale, construction and manufacturing. The undernoted table 
summarises the performance of Scotland’s key sectors. 
 
Table One: Sector Skills Challenges 
 
Sector Skills challenges 

Chemical Sciences  
Employment (2015):  
8,383 
Change in employment (2009-
2015): -1.5 per cent 
Anticipated change in 
employment 2017-2027:  -14 
per cent 

Key issues 

 Supply of science and engineering skills is 
problematic due to the highly competitive labour 
market   

 The impact of emerging technologies could drive the 
shift in qualification needs higher   

 There is a shortage of technical apprentices  

 There is sporadic demand for contract support due 
to the plant shutdowns and manufacturing 
turnarounds. 

Construction 
Employment (2015):  
175,292 
Change in employment (2009-
2015): -5 per cent 
Anticipated change in 
employment 2017-2027: 11 per 
cent 

Key issues 

 Growth dependent on recovery of lending to private 
sector and public infrastructure spending 

 Integrating construction processes with 
technological developments (e.g. ‘smart cities’) will 
drive long-term growth 

 Ageing workforce meaning a high level of 
replacement demand for experienced skilled labour 

Creative Industries 
Employment (2015):  
70,722 
Change in employment (2009-
2015):  -3.2 per cent 
Anticipated change in 
employment 2017-2027: 8 per 
cent 

Key issues 

 Skills gaps and shortages, particularly around ICT 
skills 

 The importance of communication skills, digital and 
computing skills 

 Demand and expectations at entry level 

 Business skills linked to commercial sustainability   

Energy 
Employment (2015):  

Key issues 

 Coal, oil and gas production expected to fall, due to 
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Sector Skills challenges 

72,642 
Change in employment (2009-
2015): 18.9 per cent 
Anticipated change in 
employment 2017-2027: -10 per 
cent 

low domestic reserves and high costs of extraction 
relative to imports 

 Future demand for skills and the potential skills gaps 
and shortages in the sector 

 Encouraging more graduates to enter the sector,  
improving their skills and general upskilling of the 
workforce 

Engineering 
Employment (2015):  
146,698 
Change in employment (2009-
2015): 2.2 per cent 
Anticipated change in 
employment 2017-2027: -<1 per 
cent 

Key issues 

 Future demand for skills and the potential skills gaps 
and shortages in the sector 

 Encouraging more graduates to enter the sector,  
improving their skills and general upskilling of the 
workforce 

 Increasing automation and technology 
improvements will remove some traditional jobs 

Financial & Business Services 
Employment (2015):  
210,188 
Change in employment (2009-
2015): 5.7 per cent 
Anticipated change in 
employment 2017-2027:  8 per 
cent 

Key issues 

 Attraction and retention of top talent, especially at 
entry level and alternative entry routes 

 Work readiness of new entrants 

 Developing key skills for the sector, including digital 
and technological skills 

 Improve sector engagement with skills development 
and the SIP 

Food and Drink 
Employment (2015):  
76,780 
Change in employment (2009-
2015):  2.3 per cent 
Anticipated change in 
employment 2017-2027: -6 per 
cent 

Key issues 

 Raising the profile and image of the sector 

 Increasing leadership and management excellence 

 Developing skills for business improvement and 
skills for business growth  

 

Health and Social Care 
Employment (2015):  
408,211 
Change in employment (2009-
2015): 6.9 per cent 
Anticipated change in 
employment 2017-2027: 3 per 
cent 

Key issues 

 Wider demographic changes, such as the ageing 
population, will drive increased demand in the long 
run. 

 Sector attractiveness, including low pay 

 Technical skills in key health occupations and ICT 
skills 

ICT/ Digital 
Employment (2015):  
59,049 
Change in employment (2009-
2015): 1.2 per cent 
Anticipated change in 
employment 2017-2027: 7 per 
cent 

Key issues 

 The demand for individuals with ICT & digital 
technologies skills, across sectors, is predicted to 
grow 

 Challenges in recruiting enough people with the 
right skills and STEM proficient 

 Pace of change in technical competencies, including 
software, content development and coding 
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Sector Skills challenges 

Life Sciences 
Employment (2015):  
17,194 
Change in employment (2009-
2015): 25.1 per cent 
Anticipated change in 
employment 2017-2027: 5 per 
cent 

Key issues 

 Constant change in skills requirements of the 
workforce, requiring agility in the education system 

 Demand for the right blend of business and 
commercial skills. 

 Further development of the talent pool needs to be 
aligned with the changing expectations and 
business opportunities 

 Demand for a higher level of skills of an 
interdisciplinary nature 

Tourism 
Employment (2015):  
210,627 
Change in employment (2009-
2015): 15.3 per cent 
Anticipated change in 
employment 2017-2027: _6 per 
cent 

Key issues 

 Skills gaps in management, leadership and 
business skills 

 Customer service skills gaps 

 Sector attractiveness, including low pay 

 Increasing automation and technology 
improvements will remove some traditional jobs, 
need to improve digital skills 

 
2. How does Scotland growth rate compare with the UK as a whole, 

other regions/nations of the UK, and other countries in the EU?  
 
Economic Growth and Productivity 
 
Europe’s rate of growth slowed in 2016, although overall it is expanding faster 
than for advanced economies as a whole. All European Union (EU) countries are 
expected to achieve economic growth in 2017 for the first time since the euro 
crises. Most recently UK growth has been slightly behind that of Europe; however 
although it is slower, this is a better performance than many predicted after the 
vote to leave the EU.  
 
Europe, especially Northern Europe, has had declines in some sectors (e.g. 
manufacturing) and rises in others (e.g. services), with the vast majority of jobs 
arising from replacement demand across all sectors, a ‘hollowing’ out of the 
occupational structure and an increased incidence of ‘flexicurity’ (casual, 
temporary jobs). 

 
Much of this is mirrored in UK trends. Although the UK has fared well at keeping 
people in work, this has been alongside a more polarised labour market, a real 
wage fall and ‘non-standard’ jobs rises (part time, self-employed, casual, short 
term, zero hours contracts). 
 
The UK output per hour was 16 percentage points below the average for the rest 
of the major G7 advanced economies in 2015, and low levels of productivity 
against the leading economies has been a long term challenge for UK industry. 

 
Post-recession, although total employment has increased in the UK, productivity 
growth has been very limited and appears to have been accompanied by an 
increase in part time, temporary, self-employment and less secure jobs.  
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Whilst there has been stronger productivity growth in Scotland than the UK, this 
remains below the pre-recession rate. ‘Total factor’ productivity in Scotland is 
lower than the UK, which takes into account technological improvements and 
process innovation: Scotland needs to improve these to secure productivity gains 
and enhanced competitiveness.  

 
3. Where will we see future growth in our economy – exports, sectors, 

regions and innovations?  
 

Overall in the short term, Scotland’s growth is expected to be modest. 
We commissioned GVA forecasts by Oxford Economics after the EU 
referendum vote and this indicates that GVA growth in Scotland will increase 
annually, peaking at 2.1 per cent in 2021, and settling at growth of around 1.5 
per cent per annum thereafter. Annual productivity growth is forecast to 
fluctuate between 1.3 and 1.4 per cent until 2027. 
 
Sectors 
 
The service sector is forecast to continue to be the main driver of 
economic growth in the UK. The greatest absolute anticipated employment 
growth between 2017 and 2027 will be in the administration and support services 
(29,800), professional, scientific and technical activities (26,400), and 
construction sectors (23,200). Overall, employment is forecast to grow in 11 
sectors; that said, employment is predicted to decrease in eight sectors – the 
largest being manufacturing (-23,400) and with notable losses forecast in public 
administration and defence (-13,400) and mining and quarrying (-7,900). This is 
likely to reflect ongoing challenges to public sector budgets and the oil and gas 
sector, respectively. 
 
In terms of key sectors, the greatest proportionate increase in employment 
over the period is forecast for construction (11 per cent), followed by 
creative industries and financial and business services (eight per cent 
each).  Overall, employment in seven of the 12 key sectors is forecast to 
increase over the period.  Employment is forecast to decline by 14 per cent in the 
chemical sciences sector, by 10 per cent in the energy sector, and by six per 
cent in the food and drink sector. 
 
The hourglass nature of jobs is forecast to continue until 2027. There is forecast 
to be an increase in skilled occupations, most notably in the professional 
occupations, with an additional 15,700 people in employment by 2027. At the 
other end of the skills spectrum, there are forecast to be 10,300 more people in 
elementary occupations by 2027 - a four per cent increase. The other significant 
growth occupation is caring, leisure and other service occupations, forecast to 
increase by 7,400 jobs by 2027. 

 
While within the Scottish labour force there are many challenges in terms 
of equity and inclusion, the key skills challenge in supporting increased 
productivity and economic growth, will be providing the scale of well 
qualified staff in higher level occupations in professional and associated 
professional occupations needed, many in health rated occupations. 
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Regions 
 

Future jobs growth is expected to be driven by the cities of Edinburgh and 
Glasgow.  Between them, these two SDS Regional Skills Assessment regions 
are expected to account for 83 per cent of the net additional jobs in Scotland 
to 2027.  At the same time, rural areas are expected to have fewer jobs in 
2027, including Highlands and Islands, Dumfries and Galloway and Borders 

 
Technology & Digitisation  
 
The 2015 UKCES Employer Skills survey highlights that the nature of work is 
continuously and rapidly changing, with new developments in technology and 
digitalisation changing the skill requirements of the workforce. An increase in the 
digitalisation of work is especially demanding that staff are able to work flexibly 
and adapt to technology. As a result, jobs are becoming increasingly complex 
and employees are expected to do more in their roles by their employers. 
(UKCES, 2016) 
 
Whilst these advances pose an opportunity for economic growth, they 
also pose a threat. They have the potential to disrupt the jobs market - 
digitisation, artificial intelligence and automation are significantly 
changing what people do at work and how they do it. Scotland can 
however be at the forefront of this revolutionary change.  
 
In terms of technology and innovation, potential trends and challenges identified 
by UKCES include: 

 
o converging technologies and cross-disciplinary skills, such as the increasing 

use digital technology like bioinformatics in sectors such as Life Sciences; 
 
o digitalisation of production, meaning production no longer has to be factory 

centralised. This de-centralisation of production could lead to increases in 
employment by 100,000 – 200,000 by 2023; 

 
o ICT Development and “big data”, with ICT development characterised by 

performance increases. The amount of data produced by the digital economy 
is ever increasing and the analysis of this data has the potential to contribute 
to increased business efficiency; and 
 

o artificial Intelligence and robots, which is contributing to an increase in 
automation in processes and services, including very high level tasks usually 
reserved for humans with expertise. This increasing automation, especially in 
professional tasks, could dramatically reshape the labour market in the future. 

 
The pace of change in technology means that even with the best available 
information we cannot predict and prepare for all of these changes (Olly Newton, 
Edge Foundation 2017). Newton argues, we need to give young people the 
metaskills to adapt and thrive in new work environments that we may not even 
have imagined. Newton says that “skills like leadership, resilience and self-
development are taught as much outside the classroom as within it”, and that as 
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well as challenges, the technological changes bring huge opportunities.  In terms 
of skills, some of these opportunities can be predicted and prepared for - the 
growth of renewable energy, the expansion of e-commerce and artificial 
intelligence. Today it is more important for young people to be fluent in a 
programming language than a foreign language (Olly Newton, Edge Foundation 
2017). 
 
Skills 
 
Improving skills of the existing workforce, as well as the future workforce, 
is fundamental to improving productivity and economic growth. Improving 
skills levels needs to be accompanied by business and capital investment, 
innovation, new products and processes and developing new markets. As such, 
skills are a part of a high growth economy, alongside other factors.  
 
Countries that have systems which are more work-based, with the 
curriculum heavily influenced by industry and by the needs of industry, 
tend to have much lower levels of youth unemployment, higher 
productivity and economic growth. 
 
There is a clear correlation between low levels of youth unemployment and 
high levels of work-based or vocational learning in secondary education 
across European countries. In Switzerland for example, 64 per cent of young 
people who leave school aged 15 move into work-based learning and youth 
unemployment is just eight per cent. The average OECD youth unemployment 
rate is 16 per cent.  
 
Scotland’s system must therefore see young people experience the world of 
work in a significant way and test our career pathways.  Developments such 
as Foundation Apprenticeships are a new way in which young people are 
already experiencing the world of work while still in school, and Marketplace is 
an online tool connecting schools and colleges with business; schools and 
colleges use it to bring industry insight into the classroom2.  The Career 
Education Standard sets out what children and young people will learn about 
the world of work and what parents/carers, teachers/practitioners, employers 
and SDS will do to support their learning. It aims to improve young people’s 
ability to make informed decisions about future pathways.  
 
B: Inequality and labour market issues  
 
1. What are the main drivers of income and wealth inequality in 

Scotland?  
 
Notwithstanding the steady increase in workplace earnings there remain 
incidences of low pay in Scotland as well as a lack of real wage growth. The 

                                                           
2
 Employers register using our web service for employers, Our Skillsforce, and start passing on knowledge of their 

sector through workshops, talks, workplace visits or placements. Using the dedicated Marketplace area on My World 
of Work, teachers search for opportunities posted by employers or use Founders4Schools to find and invite local 
business leaders to an event 

https://www.skillsdevelopmentscotland.co.uk/what-we-do/our-products/marketplace/
https://education.gov.scot/Documents/dyw2-career-education-standard-0915.pdf
https://education.gov.scot/Documents/dyw2-career-education-standard-0915.pdf
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incidence of low pay varies significantly by occupation and industrial sector and 
is: 

 

 highest amongst lower and semi-skilled occupations including 
elementary occupations, sales and customer services and personal 
services; 

 more prevalent in the private sector than in the public or the third sector; 
and 

 more likely in hotels & restaurants, wholesale & retail and administration 
& support services. 

 
Although there is no absolute definition, individuals living in households which 
remain below the relative poverty threshold after housing costs in which at least 
one member of the household is working full or part time are considered to be 
experiencing in-work poverty.  This is a relative measure that seeks to reflect the 
extent to which the lowest household incomes are keeping pace with the 
population as a whole.  

 
In Scotland (2015/16), over 600,000 people in relative poverty lived in 
households with at least one person working (Scottish Government, 2016).  
 
Causes of in-work poverty can be identified as low pay, a reliance on a single 
earner and individuals working too few hours (Harker, 2006).  Low pay is a 
particular challenge for some groups, including women, younger people, 
older workers, individuals with no qualifications, some ethnic minority 
groups, lone parents and disabled people.  There is also a significant 
overlap with part time employment, which is predominantly undertaken by 
women (Scottish Government, 2015). 

 
In addition, although there has been an increase in recession/post recession self 
employment, there is growing evidence (Galloway et al., 2016) of rates of pay 
being well below ‘minimum’ or ‘living wage’ values. Galloway et al. states that this 
trend is “bad for individuals, for organisations, for national innovation and 
competitiveness for national economies”. 
 
2. What are the reasons for regional differences in labour market 

participation?  
 
There is significant disparity in terms of economic and employment 
experience in Scotland, with a number of areas affected by a combination of 
significant employment losses and high unemployment. 
 
The three major city regions of Glasgow, Edinburgh and Lothian’s and  Aberdeen 
City and Shire (until recently) have experienced the greatest levels of growth 
across a number of indicators including employment, private sector jobs growth, 
productivity and wages. 

 
There is some emerging evidence of widening disadvantage in the south, south 
west of Scotland and Tayside. The economic fortunes of the Highlands and 
Islands have also been mixed over the period of recession and recovery.  
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Table Two: Summary of key performance at regional level 
 
Region Economic Performance  

Strong economic performance/recovery 

Aberdeen City 
and Shire 
Employment 
(2016):  
243,100 
Change in 
employment 
(2008-2016):  
one per cent 

 Employment growth similar to the national average (one per 
cent) 

 Private sector employment growth has offset public sector 
employment losses 

 No growth in part-time or full-time jobs 

 Highest productivity in Scotland (£50,400) and joint largest 
growth in productivity (2009-2014) at almost double the 
national average (13per cent), although this might not fully 
capture the oil and gas downturn 

 High resident earnings, although the wage growth rate (2009 
-2016) is below the national average. 

 ILO unemployment rate of 6.5 per cent, the second highest in 
Scotland, which reflects the oil and gas downturn  

 The data available suggests that the Aberdeen City and Shire 
economy has performed well and remains prosperous. The 
data does not fully capture the effect of the recent downturn in 
the oil and gas market, if the data reflected this it is possible 
that the region would not feature in this strong performance 
category. The ILO unemployment data is the first indicator 
that provides an insight to the extent of the impact of the oil 
and gas downturn. 

Edinburgh and 
the Lothians 
Employment 
(2016):  
330,600 
Change in 
employment 
(2008-2016):  
Two per cent 

 Strong employment growth, driven by strong private sector 
employment growth. 

 Private sector employment growth (12,100) has more than 
offset public sector employment losses (-4,700). 

 Higher growth of part-time employment (seven per cent) than 
full-time employment (one per cent), however both were 
above the national average 

 High productivity (£47,400), second only behind the Aberdeen 
region although productivity has shown no growth from 2009 - 
2014 

 High resident earnings and high earnings growth across the 
region  

 Low, and declining, ILO unemployment rate. 

Glasgow 
Employment 
(2016):  
371,900 
Change in 
employment 
(2008-2016):  
eight per cent 

 Strong employment growth, driven by strong private sector 
employment growth (of almost 25,000 jobs). 

 Strong growth in both part-time (30 per cent) and full-time 
(two per cent) employment. 

 High productivity (£43,300), in line with Scotland as a whole 
and strong growth since 2009 of ten per cent.  

 Highest resident earnings (£688 weekly) in Scotland within 
East Renfrewshire and third highest in East Dunbartonshire 
(£631), both are within the region 

 Falling ILO unemployment rate  

Lanarkshire 
Employment 
(2016):  
363,800 

 Above average employment growth. 

 Private sector employment growth is above the national 
average and public sector declines are below the national 
average 
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Region Economic Performance  

Change in 
employment 
(2008-2016):  
four per cent 

 Growth in the full-time workforce which has declined 
nationally, and declines in the part-time workforce which has 
growth nationally 

 Productivity is below the national average and is growing at 
the same rate as Scotland as a whole 

 Wages across the region vary from £631 in East 
Dunbartonshire to well below the national average in North 
Lanarkshire (£512).  

 As a result of falling unemployment since 2008, the region in 
2016 had an unemployment rate below the national average  

Moderate economic performance/recovery 

Fife  
Employment 
(2016):  
166,700 
Change in 
employment 
(2008-2016):  
minus three per 
cent 

 Overall decline in employment driven by losses in the private 
and public sector 

 Proportionally more losses amongst part-time workers than 
full-time workers 

 Productivity in Fife is £41,700; only Aberdeen City and Shire, 
Edinburgh and the Lothians and Glasgow have higher 
productivity  

 Resident weekly earnings are similar to the national average 
and wages growth has been slightly above the national 
average 

 Fall in the ILO unemployment rate, of 2.3 percentage points 
between 2008 and 2016,  

Forth Valley 
Employment 
(2016): 140,200 
Change in 
employment 
(2008-2016):  
minus one per 
cent 

 Slight decline in employment.  

 Five per cent growth in private sector employment, but a 
greater decline in public sector employment (minus ten per 
cent) than nationally (minus four per cent) 

 Full-time employment is yet to return to pre-recession levels 
and has recently declined, while there has been strong part-
time employment growth. Only Glasgow had greater growth in 
part-time employment.  

 Weak growth in productivity (one per cent), well below the 
national average (seven per cent)  

 Within the region Stirling had the highest median weekly 
resident earnings at £573. Clackmannanshire had the lowest 
at £492, this was one of the lowest levels across all LAs 

 ILO unemployment similar to the national average (five per 
cent), down 0.7 percentage points in 2016 from 2008. 

Tayside 
Employment 
(2016):  
187,000 
Change in 
employment 
(2008-2016):  
No change  

 Employment has been static, compared to growth nationally.  

 Growth in private sector employment has offset losses in the 
public sector. 

 Full-time employment is yet to return to pre-recession levels, 
while part-time employment has grown in line with the 
national average (six per cent) 

 Below average productivity, and productivity grow lags behind 
Scotland (six per cent vs. seven per cent) 

 Dundee City has the fourth lowest resident earnings (£484) of 
all 32 local authorities, well below the national average. Perth 
and Kinross and Angus are also below the national average. 
Wages growth in all three local authorities is broadly similar to 
the national average 

 High ILO unemployment rate (4.9 per cent) which has only 
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Region Economic Performance  

marginally declined (-0.1 percentage points) since 2008 

West Lothian 
Employment 
(2016):  
86,300 
Change in 
employment 
(2008-2016):  
minus one per 
cent 

 Slight decline in employment (minus one per cent) 

 Above average growth in private sector employment has off-
set declines in public sector employment which has declined 
at a faster rate than Scotland as a whole  

 Good growth in full-time employment compared to decline 
nationally, some losses in part-time workers compared to 
growth nationally 

 Ranks fifth of the thirteen regions in terms of productivity at 
£41,400. The region has had productivity growth of 13 per 
cent which is the joint highest with Aberdeen City and Shire 

 Despite one of the highest rates of wage growth in Scotland 
between 2008/ 09 and 2015/16 (of 19 per cent), resident 
earnings remain low. 

 The rate of unemployment had fallen by 0.3 percentage 
points (2008-2016), and the region has the lowest rate of all 
thirteen regions (3.8) 

West Region 
Employment 
(2016):  
202,000 
Change in 
employment 
(2008-2016):  
No change 

 Above average employment growth. 

 Growth in private sector employment (one per cent) and no 
change in public sector employment. 

 Four per cent decline in full-time employment, greater than 
the trend nationally. Part-time employment has grown by 12 
per cent which is the third greatest growth of all 13 regions 
and greater than the national average 

 One of the lowest productivity growth rates of all the regions, 
well below average growth across Scotland 

 Wages in the region range from the highest nationally (£688 
in East Renfrewshire) to below the national average of £519 
in West Dunbartonshire 

 ILO unemployment rate of 4.6 per cent, is below the national 
average and is declining 

Weak economic performance/recovery   

Ayrshire 
Employment 
(2016):  
152,500 
Change in 
employment 
(2008-2016):  
minus ten per 
cent 

 Employment is yet to return to pre-recession levels 

 Largest decline in private sector employment (minus nine per 
cent) compared to national growth while public sector 
employment has also declined (minus four per cent) 

 Full-time employment is also yet to return to pre-recession 
levels and has had the joint greatest decline of all regions 
(minus 11 per cent) as well as the greatest decline in part-
time employment (minus seven percent) 

 Productivity was below the national average and growing at 
the same rate as Scotland as a whole 

 Resident wages varied by local authority, East Ayrshire had 
the highest wages (£550), growing in line with the national 
average. Wages in North and South Ayrshire were lower. 
North Ayrshire had strong growth in wages (23 per cent), 
whereas South Ayrshire was one of only two local authorities 
to have a decline (minus three per cent). 

 Highest ILO unemployment rate (7.9) of all the regions  

Borders 
Employment 
(2016):  

 Employment is yet to return to pre-recession levels  

 Growth in private sector employment was one per cent, below 
the national average (four per cent.)  Public sector 
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Region Economic Performance  

49,600 
Change in 
employment 
(2008-2016):  
minus nine per 
cent 

employment has declined, by much more than the national 
average (minus seventeen per cent vs. minus four per cent) 

 The region has had the joint greatest decline in full-time 
employment (minus 11 per cent) and has also seen a decline 
in part-time employment (minus four per cent.) 

 Above average growth in productivity 

 Below the national average for resident earnings, and wages 
growth has been the same as the national average 

 One of the highest ILO unemployment rates in Scotland (5.9 
per cent.)  

Dumfries and 
Galloway 
Employment 
(2016):  
66,700 
Change in 
employment 
(2008-2016):  
minus four per 
cent 

 Employment is yet to return to pre-recession levels. 

 Private sector employment has grown, albeit at a slower rate 
than nationally and there have been large losses in the public 
sector (minus 13 per cent) 

 Full-time employment is below pre-recession levels as is part-
time employment. 

 Below average productivity and although growing, the rate of 
growth is slower than the national average 

 Lowest resident earnings in Scotland (£462 weekly), and low 
earnings growth, of six per cent for 2008/09-2015/16 

 Below average unemployment (4.6 vs. 5.0), which has 
declined marginally since 2008 by 0.5 percentage points 

Highlands and 
Islands 
Employment 
(2016): 227,900 
Change in 
employment 
(2008-2016):  
 minus four per 
cent 

 Employment is yet to return to pre-recession levels 

  Private sector employment has grown slightly faster than the 
overall growth in Scotland (five per cent vs. four percent).  
However there has been a large decline in public sector 
employment (minus fifteen per cent) – more than triple the 
rate of national decline (minus four percent) 

 Full-time employment is yet to return to pre-recession levels, 
and part-time employment growth has been below the 
national average (three per cent vs. six per cent nationally) 

 The region has below average productivity levels, but 
productivity growth is outpacing Scotland (eight per cent vs. 
seven per cent) 

 Large variances in wages. The Shetland Islands had the 
second highest wages of all 32 local authorities (£650) 
however Argyll and Bute had the second lowest (£472). The 
Shetland and Orkney Islands had the joint highest growth in 
wages (28 per cent), the rate of growth was double that of 
Scotland as a whole.    

 A low ILO unemployment rate of 4.0 per cent, below the 
national rate (5.0) 

 
3. How has the labour market in Scotland changed over the past 

decade?  
 
It is important to look further back than 2007 when examining how the labour 
market has changed. The Scottish labour market has seen dramatic changes 
over the last 30 years, most notably since the 1980s, with the decline in 
manufacturing and traditional industries towards a service economy. The 
migration to a more service based economy has placed different demands on 
skills and the operation of the labour market. Manufacturing has continued to 
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decline by 2% in real terms since devolution, with agriculture, forestry and 
fishing falling by 36%3. Between 2001 and 2007 there was strong growth in 
higher-wage, higher-skilled occupations such as managerial4, professional, 
and associate professional and technical jobs5. Business services and finance 
expanded by 57% and accounted for one quarter of Scotland’s economy 
(25%) in 2009. Overall, services have accounted for more than 90% of 
economic growth since devolution6. 
  
The Institute of Fiscal studies argues that the decline in the trade union 
membership over the last 30 years has contributed to the labour market 
becoming substantially more flexible7. They highlight that smaller membership 
has reduced the proportion of employees covered by collective bargaining, 
which appears to have made it easier for employers to hold constant or 
reduce insiders’ wages; that nominal wage freezes were more prevalent in 
jobs without collective agreements and average wages have fallen least 
among those covered by collective agreements at the national or industry 
level.  
 
The recent recession also caused major changes in the Scottish labour 
market, resulting in a significant increase in youth unemployment, a fall in real 
wages, as well as a rise in zero hours contracts8, underemployment (currently 
standing at 248,000, 32% higher than in 2008)9 and part time work10. Real 
wages, in common with many other advanced economies, still remain 
substantially below pre-recession levels.11 Despite the recession, however, 
there has been an upward trend in overall labour market participation in 
Scotland over the last 20 years, and a particularly marked increase in female 
participation12.  
 
These changes, coupled with the emergence of new economic growth sectors 
that contract for work differently, mean that working patterns have altered and 
new jobs are emerging, such as those in ICT and the creative industries. The 
increase in the number of SMEs (including unregistered enterprises, the total 
number of enterprises in Scotland has increased since 2000 from 240,000 to 
343,000 - with the largest increase being in the number of enterprises with 
zero employees, particularly unregistered enterprises) also means that 
employees often need to have a wider range of skills13. 

                                                           
3
 Scotland's Economy: Recent Developments SPICe (January 2014) Although recent research from 

SKOPE reveals that not all service sector jobs can be considered ‘good’   
4
 Although recent research from SKOPE reveals that not all service sector jobs can be considered ‘good’   

5
  The Hourglass and the Escalator The Work Foundation (2013)   

6
 Scotland's Economy: Recent Developments SPICe (January 2014)   

7
 What can Wages and Employment Tell us About the UK's Productivity Puzzle? Institute of Fiscal 

Studies (2014)   
8
 Analysis of Employee Contracts that do not Guarantee a Minimum Number of Hours ” ONS (2014) 

Note ONS report that the rise could, in part, be attributed to a higher awareness of zero hours contracts.   
9
 ONS Labour Force Survey, Jul-Sep 2014, not seasonally adjusted. The ILO definition of 

underemployment covers those “aged 16 or over who are in work and would like to work longer hours in 
their current job, in an additional job or a different job altogether, at their current basic rate of pay, given 
the opportunity”.   
10

 Labour Market Monthly Briefing Summary Tables Scottish Government (June 2015)  
11

 Scotland's Economic Strategy 2015 Scottish Government (March 2015)   
12

 Scotland's Economic Strategy 2015 Scottish Government (March 2015)   
13

 Scotland's Economy: Recent Developments SPICe (January 2014)   
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It is increasingly unlikely that people will have the same job with the same 
employer throughout their career, as has historically been the case, as people 
will change jobs more frequently due to the existence of a more modern and 
dynamic job market. This makes it all the more important for us to ensure that 
people are conscious of these changes and that they are encouraged to 
diversify their skills base through work-based learning and training.  
 
C. How SDS is responding 
 
Boosting Productivity  
 

 Working with the Scottish Government’ Strategic Board to critically review 
the return on investment from skills in Scotland.  

 A greater emphasis on work-based learning through Foundation and 
Graduate Level Apprenticeships (FAs and GLAs) and further expanding 
Modern Apprenticeships to help Scotland’s workforce adapt to a changing 
economy and labour market. 

 Strengthening linkages between what employers need and what the 
education and skills system provides through skills alignment, Sector Skills 
Investment Plans (SIPs), Regional Skills Investment Plans (RSIPs) and 
the establishment of the Scottish Apprenticeship Advisory Board (SAAB). 
SIPs and RSIPs take an evidence-based approach to defining skills 
requirements and drive a joined up approach to addressing these 
requirements at a sector and regional level, respectively. These help 
partners to target investment in key areas. 

 SAAB allows industry to directly shape the future of work-based learning, 
aligning apprenticeships with economic growth and job opportunities. 
There is extensive international evidence to suggest that skills and 
learning systems with greater industry input deliver superior economic 
growth, allied to greater social wellbeing. 

 We are working to ensure the return on investment for education, skills 
and employment, in order to deliver more streamlined and effective 
pathways to sustained employment and fuel the industries and employers 
that will drive economic growth. Our Skills Planning Model provides a 
unifying approach for future skills and employment strategies.  

 
Inclusive Growth  
 

 Recognising that employment is one of the primary routes to delivering 
inclusive growth, we must widen and deepen participation in employment, 
seek to increase earnings and translate the benefits of economic growth 
into tangible improvements in wellbeing for all.   

 We prioritise activity that focuses on prevention (e.g. early targeting of 
career advice in schools to maximise chances of successful transitions) in 
order to reduce inequalities, to improve life chances, social return and 
productivity. 

 Developing RSIPs and SIPs and partnering with City Regions and other 
localities to strengthen local understanding and action on the economy.  

 We are in the early stages of looking at new apprenticeship frameworks to 
measure performance and equality in the economy. 

http://www.skillsdevelopmentscotland.co.uk/about/
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 Identifying growth sectors and influence investment through Regional 
Skills Assessments. 

 What happens in the workplace matters; we encourage Fair Work and 
workplace innovation as it can make a disproportionate contribution to 
improving Scotland’s performance around inclusive growth and wellbeing. 

 By developing clearer work-based learning career pathways, increasing 
productivity and innovation in the system we can support greater inclusive 
economic growth. The Centre for Work-based Learning will help to 
establish the value of work-based learning in the Scottish education and 
training system. Our feedback from employers on their perceptions of the 
productivity gains they have experienced by employing an apprentice 
demonstrate that a Modern Apprenticeship offers the right training and 
equips apprentices with the skills that they need to make a marked 
economic contribution. 

 
Demographic challenges 
 

 Fully exploiting our natural strengths and comparative advantages across 
key industry sectors and regions by developing SIPs and RSIPs, as well 
as developing capabilities in new and emerging growth sectors. We work 
closely with partners in regional economic partnerships and the roll out of 
City Deals. 

 Placing a greater emphasis on work-based learning through the rapid 
expansion of GLAs and FAs and further expansion of MAs.  

 Taking responsive interventions to address specific skills shortages such as 
CodeClan and the Transition Training Fund for those made redundant from 
the oil and gas sector.  

 
Supporting business and individuals to navigate and embrace labour market 
change 
 

 Focussing on the development of Career Management Skills in young 
people. 

 Increasing awareness of the likely future skills requirements aligned to the 4th 
industrial revolution through the Centre for Work Based Learning. 

 Working on digital skills, including Digital Foundation Apprenticeships.  
 
D. Conclusion 
 
We hope this helps the Committee’s debate around the drivers that impinge 
on skills and Scotland’s economy. Our Jobs and Skills: The Evidence, report, 
as mentioned early in this submission - from which much of the data in this 
paper has been drawn – is the first step in a major piece of SDS’s work to 
stimulate wider debate on skills needs and performance of Scotland’s 
economy. Going forward we will continue to work with partners to better 
understand these and establish a shared narrative on the evidence to support 
future policy and investment.  We look forward to following the inquiry. 
 
 
Skills Development Scotland 


