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Scottish Parliament 

Economy, Energy and Tourism 
Committee and Scottish Trades 

Union Congress: 3rd Annual 
Seminar 

Wednesday 12 May 2010 

[The Convener opened the meeting at 11:17] 

Emerging from recession? Where 
now for the Scottish economy 

and public policy? A trades 
union perspective 

The Convener (Iain Smith): Welcome to the 
third joint seminar between the Scottish 
Parliament’s Economy, Energy and Tourism 
Committee and the Scottish Trades Union 
Congress. I am Iain Smith, the convener of the 
Economy, Energy and Tourism Committee. I am 
pleased to be joined by all the other members of 
the committee and by a couple of other members 
of the Scottish Parliament; I welcome Cathy 
Peattie and Dave Whitton to the seminar. 

We meet at a fairly crucial time for the economy. 
We have been in recession and may just be 
starting to emerge from that, but any recovery is 
still weak. During the election, all political parties 
recognised to a greater or lesser extent that, over 
the coming years, there will be significant 
pressures on public finances and there is a need 
to reduce the United Kingdom’s deficit, which may 
have a significant impact on spending on public 
services in Scotland. Today’s seminar comes at 
an appropriate time. In the course of the session, 
we may be able to cover some of the issues that I 
have raised, which are of interest to Scotland. 

You will have an opportunity to speak during the 
general discussion, which will begin at around 
12.30. When you do, please say for the public 
record who you are and which organisation you 
represent. In the meantime, we have three 
presentations for you. I welcome Joy Dunn, who is 
the president of the STUC this year; we are 
pleased to see her here this morning. Our first 
presentation is by Grahame Smith, the general 
secretary of the STUC, who will give his views on 
the priorities for the Scottish economy. 

11:19 
Grahame Smith (Scottish Trades Union 

Congress): I had not expected that we would be 
meeting on such a momentous day for UK politics 
and the economy, but here we are. I welcome the 

opportunity to discuss the state of the Scottish 
economy. We also appreciate the committee’s 
enthusiasm for listening to the voices of a range of 
stakeholders on the Scottish economy. The STUC 
is somewhat dismayed that, in these tumultuous 
times for the economy, the media remain besotted 
with the same conservative authority voices on the 
economy—people whose dogma and ignorance 
visited upon us the crisis that we currently face. It 
is, therefore, refreshing that the committee is open 
to the type of event that we are having today, and I 
am pleased to be here. 

What is the nature of the challenge that we 
face? We have been disturbed by the way in 
which the current economic debate has been 
framed only in terms of public finances. What is 
the challenge that we face? Is it a challenge of 
growth and employment or is it a crisis in public 
finances? Is it about investment to embed a fragile 
recovery or an unbalanced fiscal consolidation to 
appease the markets? 

As an aside, I am concerned about some of the 
ill-informed comments that have been made about 
the markets. A number of commentators have 
emphasised the role of the markets in pushing the 
UK political parties towards agreement on a new 
Government. We are continually told how 
sophisticated the markets are, so one would not 
have thought it beyond the markets to have 
anticipated the possibility of a hung Parliament. 
Even if they had not, one would have expected 
them to be adaptable enough to take account of it. 
It also seems to be particularly bad for democracy 
when the markets subvert the democratic process. 
That is a big problem. The massive bail-out by the 
euro zone countries that has just taken place to 
scare off market speculators also seems not to be 
the long-term answer, although it indicates that we 
have a huge problem to address in the UK and 
throughout the world. We cannot continue to put in 
place very large financial packages; we, the 
people who created the markets, must control and 
regulate the markets. That is an aside on one of 
the key issues for the economy going forward—
the role that the markets play in our economy. 

You will not be surprised to learn that the 
STUC’s priorities are growth and employment. It is 
our view that, if we take care of those issues, the 
deficit that we face will largely take care of itself. In 
handling the deficit, we also need progressive 
taxation to pick up any of the slack. In addition, we 
need further Government investment to embed the 
recovery and, as a minimum, there must be no 
cuts this year. However, what has been leaked 
about the coalition deal at the UK level suggests 
that, as part of that agreement, there will be cuts 
this year, which is very disappointing. That was 
not the majority view that was expressed by the 
electorate in the election and, if that policy 
proceeds, it will be damaging to the economy. 
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As the convener said, we are emerging from a 
recession and the recovery is still very fragile. I will 
not go through all the bullet points on slide 2, as 
they are not contentious, but I will make a couple 
of comments. Like others, I was concerned at how 
little debate there was about unemployment in the 
UK general election campaign. I was also 
concerned at how little debate there was about 
banking reform, given that a banking crisis created 
the recession that we are now in. That is 
disturbing, and the issue must be addressed. 

As I said, I do not want to run through all the 
bullet points in detail but, taken together, they all 
show that the recovery is extremely fragile. Suffice 
it to say that I am afraid that the expected 
immediate and deep cuts in public expenditure will 
tip the economy back into a recession or perhaps 
even a Japanese-style deflation or stagnation that 
could last for a long time.  

One of the things that I will stress about the 
current situation is the role of the demand side of 
the economy. If I had done so before the financial 
crisis, that would have been a deeply 
unfashionable thing to do. However, unless there 
is reform, demand will continue to be sucked out 
of the economy by a number of factors, including 
the persistent global macroeconomic imbalances, 
the impact of the size of the surplus that China has 
across the whole of the world economy, which 
concerns us all, and what we might call the war on 
wages in developed and developing countries, 
which is likely to be exacerbated in the years of 
austerity that we are told are inevitable. 

There has been a lot of debate about the 
possibility of wage cuts and wage freezes. It could 
be argued that they might help an individual 
company or organisation through a short-term 
problem, but I would argue that they are not good 
for the economy—on one hand, they suppress 
demand and, on the other, if we are talking about 
switching from consumption to investment, they 
mean that fewer resources are available for 
investment. Some economists have argued that 
suppressed real wages were a key cause of the 
financial crisis because, in order to keep demand 
going in the context of suppressed real wages, the 
financial institutions were encouraged to lend in an 
irresponsible way to individuals who could not 
repay the debt and would default. Policies that 
lead to the suppression of wages and a growth in 
income inequality are unlikely to be helpful; in fact, 
they are likely to be quite the opposite. 

We are increasingly concerned about the 
possibility that the comparatively good 
performance of the labour market in the recession 
will lead to some complacency. Earlier, I 
mentioned that there was little debate about 
unemployment during the general election 
campaign, even though 2.5 million people in the 

UK are unemployed. That was astonishing. The 
performance of the labour market has been better 
in this recession than it was in the recessions of 
the 1980s and 1990s, but the impact is still severe. 
I will not go through all the bullet points on slide 3, 
but they show the serious challenges that we face 
in relation to the labour market. One challenge that 
has to be dealt with at a UK level and a Scottish 
level is youth unemployment.  

I do not subscribe to the argument that the fact 
that the situation has not been as bad in this 
recession as it has been in others is down to the 
so-called flexibility of the labour market. I would 
argue that flexible labour markets were a 
contributory factor to the recession, as they 
undermined workers’ bargaining power and led to 
suppressed wages, which led to increased debt, 
as I outlined a moment ago.  

In the labour market, there is considerable 
underemployment: there are a lot of people who 
want a full-time job but cannot get one. We must 
acknowledge also that there has been little 
inflationary pressure in the economy, which means 
that there has been little pressure towards wage 
increases. It is also worth noting that the labour 
market is more regulated now than it was during 
the 1990s recession, due to factors such as the 
national minimum wage. 

There have been significant Government 
interventions on unemployment in the UK and 
Scotland. The future jobs fund has been a direct 
intervention, but there has also been indirect 
stimulus through, for example, the VAT cut. It is 
worth pointing out that less flexible labour markets, 
such as Germany’s, have produced far better 
labour outcomes than we have in the UK. It is also 
worth pointing out that the economy has changed 
considerably since the 1980s and 1990s. There is 
a higher knowledge component and a higher skills 
component in many jobs and employers have 
been reluctant to let staff go. All those factors 
explain why the performance of the labour market 
has not been as poor as it was in previous 
recessions, but that is not to say that it is not an 
issue that we have to address. The choices that 
will be made by Governments at a UK and 
Scottish level in the period ahead will be very 
significant in how the labour market issues are 
dealt with. 

On the public finances, there is no problem so 
grave that it cannot be exaggerated and distorted. 
I want to be clear about this, as I have been 
misquoted on many occasions, including in the 
Sunday Herald. The STUC is not arguing that the 
UK economy can sustain a deficit of 12 per cent of 
gross domestic product indefinitely—that obviously 
cannot happen and is not possible—but we have 
said continually that immediate and deep cuts will 
do nothing for fiscal consolidation. Such cuts will 
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produce a fall in tax revenues, higher social 
spending, loss of the multiplier effect and so on, 
and they are likely to lead to considerable job 
losses in the public, voluntary and private sectors. 
It is important to make the point that this is not 
only about retaining public services—no matter 
how important that is—or public sector jobs; it is 
about the impact that the public sector has on the 
private sector economy. 

I will take on the argument about whether 
immediate cuts in the deficit are necessary and 
are required to secure medium and long-term 
growth in the economy and jobs growth. I will 
make two points. First, is it an issue of short-term 
pain? In any case, is short-term pain justified when 
it has a significant impact economically and 
socially on individuals and their families and on 
communities? If policy measures can be taken that 
manage that impact over a longer period, it seems 
to me that that is the right approach to take. 

Secondly, the argument seems to be that if we 
tackle the deficit now and quickly, that will ensure 
that interest rates stay low as we move forward 
and that there will be a positive environment for 
investment. We have had relatively low interest 
rates for the past 10 years or so and the UK is still 
suffering from underinvestment in plant, 
machinery, research and development and skills. 
It is suffering not in terms of speculative 
investment but in terms of business investment. 
The issue that the economy faces is not about 
investment; it is an obsession with short-term 
shareholder value that is the problem. Unless we 
address that and, in that context, address how the 
markets operate, we will have huge problems 
moving forward. 

There has been some lazy, ignorant and 
contradictory coverage of some of the economic 
debate, particularly about markets. I do not look at 
the market prices, but Stephen Boyd does so 
regularly, and he tells me—and I believe him—that 
market prices do not support the calls for 
immediate cuts. Market commentators might do, 
and they are rolled out on television all the time to 
argue the case, but, when you analyse where the 
markets are, what you find does not suggest that 
the markets themselves are demanding immediate 
cuts. It seems to me to be a spurious argument. 
Conventional wisdom needs to be challenged on 
this as well as a number of other issues in 
economics—I say that as someone who studied 
economics for four years at university and has an 
honours degree in economics. 

If there had been a more robust political 
challenge on some of the issues in the past five 
years, we might not now be in the position that we 
are. We should have challenged assertions such 
as that markets—financial markets in particular—
are necessarily self-correcting, that innovation in 

markets had removed the risk from the banking 
sector, and that the pay and bonuses in the 
financial sector were fair reward for the skill and 
effort expended in a perfectly competitive market 
situation. Those claims are all now being 
questioned and challenged but perhaps not 
robustly enough. If they had been challenged 
some time ago, we would perhaps not be facing 
the situation that we are. 

What is required? For the past few years—in 
fact, since before the banking crisis—we have 
been promoting an initiative under the headline 
“Rebuilding collective prosperity”. It suggests that 
we need genuine, far-reaching reform now. It is 
incredible that so little has been achieved since 
the crisis of autumn 2008: some of the big issues 
that were identified even at that point have yet to 
be addressed in policy terms. We need to fix the 
financial services sector—if I can put it that way—
and we need to ensure that financial services 
support the wider economy rather than undermine 
it. In fact, that is a point that the committee made 
strongly in its report on banking. 

I will not say much about manufacturing, but we 
need to reinvigorate that industry and rebalance 
the economy. Stephen Boyd will speak about that 
in a moment. 

We certainly need rapid progress on a just and 
fair transition to a low-carbon economy and to 
maximise the job opportunities from that. We need 
to know the jobs impact of that transition and to 
address the skills issues in the move to a low-
carbon economy. We need proper planning to 
ensure that the impact of the transition does not 
fall disproportionately on those on lower incomes 
or on particular communities in our country. We 
also need to engage workers and unions much 
more in that transition than is currently the case. 

I have two final points. I want to emphasise what 
we call equalising institutions. I make the point 
about trade unions not in a self-interested, 
partisan way but because we need strong, 
responsible trade unions that can bargain on fair 
and equal terms with employers. The fact that the 
unions’ ability to do that consistently has been 
undermined has been one cause of the 
recession—one reason why real wages were 
suppressed and one reason why we had an 
environment that allowed the financial institutions 
to operate in the way that they did. That must 
certainly not happen again. A legislative 
environment that will help us in that regard is 
unlikely, so I think that there is a challenge for 
unions to ensure that we are growing and 
developing and are much more effective in how 
we operate in the workplace.  

My final point is to re-emphasise how we should 
tackle the deficit. We need to tackle the deficit 
through growing the economy, creating jobs, 
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reducing unemployment, reducing poverty and 
associated welfare costs and ensuring fair 
taxation. That approach is the most appropriate 
and, I would argue, the most humane in how it 
addresses the serious problems that our 
communities will face in the period ahead in 
dealing with the consequences of a crisis that was 
not of their making. We are where we are, but we 
need a policy response that is appropriate to the 
circumstances. 

I will finish there. Thank you again for the 
opportunity to speak to the committee and, I hope, 
to promote a discussion. 

The Convener: Thank you. Some of the 
politicians around the table will feel for you 
regarding being misquoted in the Sunday Herald.  

The second presentation comes from somebody 
who is no stranger to the Economy, Energy and 
Tourism Committee. In fact, I think that he is here 
as often as most of the members are—he has a 
season ticket. He is Stephen Boyd, assistant 
secretary of the STUC. 

11:40 
Stephen Boyd (Scottish Trades Union 

Congress): Thanks very much. I will just set up 
my PowerPoint presentation. 

I thank the convener and the committee for the 
opportunity to provide this presentation on 
manufacturing in Scotland, which I hope is quite 
timely. The role of manufacturing in the economy 
is certainly an issue that has become prominent 
over the past couple of years since the banking 
crisis hit. I think that there is consensus—there 
certainly was in the manifestos of the main parties 
for the general election—that growth in 
manufacturing must help to rebalance the United 
Kingdom economy, which has been far too reliant 
on financial services over the past decade. 

I am writing up everything in the presentation in 
a paper that I had hoped to provide to the 
committee today, but time did not allow me to do 
so. However, I will provide the paper as soon as it 
is complete. I will quickly run through the range of 
issues on slide 2. First, what is manufacturing? 
We often chuck the term about without really 
thinking what we mean by it. Secondly, 
manufacturing has an on-ongoing important role in 
the Scottish economy, despite the decline in 
employment over the past decade. Thirdly, why is 
manufacturing important to Scotland or any 
advanced developed nation? Fourthly, the policy 
context has changed rapidly over the past couple 
of years. Finally, what are the main components of 
a manufacturing strategy for Scotland? 

As slide 3 states, what is manufacturing? You 
might think that that is a silly question, but I 

included it to hint at the fact that although 
manufacturing has evolved, our understanding of it 
has not. Certainly, there has been a blurring of the 
lines between making things and the services that 
are sold around that process. It is important to 
bear it in mind that national statistics calculate 
aspects such as employment levels in 
manufacturing and classify a business as a 
manufacturing one if more than half its revenue 
comes from making things. However, that almost 
certainly underplays employment levels in the 
manufacturing sector, employment that is reliant 
on manufacturing and the importance of 
manufacturing to the economy as a whole. I will 
not go into that in detail, because it will be 
included in my paper. However, it is interesting 
that Michael Prest, who is one of the UK’s 
foremost business commentators and who 
provides a very balanced approach to business 
matters, has estimated in the magazine Prospect 
that official statistics over the past couple of years 
probably hint at only half of the actual employment 
in the manufacturing sector as a whole—I think 
that that is probably correct. 

I will quickly run through some more slides to 
demonstrate manufacturing’s on-going importance 
to the economy. We at the STUC are particularly 
proud of slide 4, because a colleague and I 
managed to produce a graph yesterday for 
probably the first time in six years! As the graph 
shows, there has been a very steep decline in 
manufacturing employment in Scotland. We have 
lost over 100,000 jobs in the sector since 1998. 
That mirrors consistently the picture at UK level, 
which is that over 1 million jobs have been lost 
since 1998. It is not a happy story, but the decline 
has become far less steep over the past five 
years. Interestingly, although manufacturing output 
has suffered very badly in the current recession, 
employment has not plummeted to the level that 
we might have anticipated, given the fall in output. 
The reasons for that go back to issues that 
Grahame Smith raised in his presentation. 

Slide 5 concerns exports. The arguments here 
are well rehearsed. The committee is looking at 
internationalisation, and the make-up of Scottish 
exports is obviously a major component of that 
inquiry. We recently had the whisky round-table 
discussion here, in that regard. The manufacturing 
sector remains extremely important to Scotland in 
providing the vast bulk of our exports; that point is 
well rehearsed and non-contentious. The 
importance of manufacturing to R and D 
investment in Scotland is probably not as widely 
known. We know that business enterprise 
research and development in Scotland is low by 
both UK and international standards, and that the 
public sector helps to fill the gap through higher 
education and Government R and D. It is 
important to note that manufacturing provides 
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almost all private sector R and D in Scotland. If 
you look at the component that is provided by 
services, you wonder what innovation in that 
sector has meant for the wider economy. 

Recently, Oxford Economics calculated that the 
external return—the return that is not captured by 
the company that makes the investment—from the 
£149 billion that UK manufacturing businesses 
invest in R and D is 30 per cent, which rises to 60 
per cent in the case of aerospace R and D. The 
social benefit of that type of investment is 
considerable. Sometimes people wonder about 
the tax breaks that are provided to manufacturing 
businesses for R and D, but the case for those to 
continue is compelling. As we move into a period 
in which business taxation is likely to be a key 
issue at UK level, I hope that people will 
remember that cutting the headline rate of 
corporation tax is not necessarily beneficial to 
manufacturing businesses. If the price of doing 
that is the removal of some of the tax breaks that 
are essential to manufacturing, it could be 
positively detrimental. 

I turn to the economic significance of 
manufacturing. I have already touched on jobs, R 
and D, and exports. We must bear in mind that 
manufacturing involves genuine wealth creation—
it is not about the shifting and extracting of wealth 
that often defines the financial services sector. 
Manufacturing drives innovation and productivity 
growth. I have not included graphs for the relative 
productivity of Scottish manufacturing and Scottish 
services, but productivity is far higher in 
manufacturing and has risen substantially in the 
past decade. Trade unionists have some concerns 
about the sustainability of some of the productivity 
enhancements in companies that have chosen the 
low road to growth, but in some of our well-
performing manufacturing sectors the productivity 
dividends have undoubtedly been genuine, are 
sustainable and relate to trade union and 
management-negotiated changes on sustainable 
working practices and so on. 

Manufacturing sustains local supply chain 
industries and services in a way that the service 
sector does not. It is often overlooked that 
manufacturing supports the export of business 
services. If I had known that I would be sitting next 
to Chris Harvie today, I would definitely have 
mentioned Germany in the presentation; I will take 
the opportunity to do so briefly at this point. 
Germany has twigged that manufacturing and 
services are not alternatives; when it comes to 
exports, they travel together. Whenever the 
German Mittelstand—the sector of family-owned, 
small and medium-sized manufacturing 
businesses that defines the German economy and 
Germany’s economic success—exports, Deutsche 
Bank follows it. The fact that UK services are no 
longer expanding internationally to offset the 

balance of payments deficit in manufacturing is 
probably related to the fact that we have not been 
as successful as we might have been in getting 
both sectors to work together. That is a crucial 
point to recognise. 

Slide 8 is something new for the committee. I 
have included in it a quotation from Richard 
Lambert, the director general of the Confederation 
of British Industry—something that I will probably 
not do again—as he makes my point quite 
beautifully. Richard Lambert is a very thoughtful 
individual. We often disagree, but the view on 
industrial relations in the UK during the recession 
that he set out last week in the annual lecture on 
the industrial relations climate to the industrial 
relations research unit at the University of Warwick 
was close to the picture that Grahame Smith has 
just outlined. Richard Lambert’s contributions 
enhance the debate at UK level—oh to have his 
like in Scotland. He states: 

““With 3m jobs spread around the country—a good 
number in the middle income category—manufacturing is a 
force for social cohesion in a way that financial services are 
not”. 

It is important to emphasise that point. The STUC 
believes that value is more than profit and that a 
firm’s value goes beyond its financial performance 
and includes social impact and strategic 
importance to regional and national economies. 
Manufacturing is pivotal to that. 

The table on slide 9 is the result of an unhappy 
hour or two on the Eurostat website on Monday 
morning. My purpose in including it in the 
presentation is to emphasise that the relationship 
between unemployment, labour costs and value 
created is far more complex than is commonly 
understood. As manufacturing employment has 
declined over the past decade, there has been a 
complacency in many constituencies in Scotland 
that implies that that was inevitable. I have come 
across many people in Government agencies—
none of them in present company—who have 
been almost positive about the outsourcing of 
manufacturing jobs to abroad. That emphasises 
the case that much of the economic thinking that 
has driven policy over the past decade has been 
wrong-headed.  

The purpose of the table is to emphasise that, in 
what would be referred to as high-cost 
jurisdictions—Germany is the classic example—
economies have been far better at retaining 
manufacturing employment than the UK has. The 
same is true of countries such as Denmark, 
Austria and the Netherlands, which are not 
included in the table. The cost of employing labour 
in those countries is at least as expensive as it is 
in the UK, and they have all retained a 
proportionately far higher manufacturing sector. 
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In the paper that I will produce for the 
committee, I hope to do a time analysis of that and 
to consider how it has changed over the past 
decade. Again, the story will be complex, but the 
main point will hold true; it certainly has for 
Germany, which was putting on substantial 
numbers of manufacturing jobs just before the 
recession hit. In 2005-06, Germany increased 
manufacturing employment by about 250,000, 
which is startling. That very much challenges the 
economic orthodoxy that we are still addressing, 
post-banking crisis. 

The policy context has changed dramatically 
over the past couple of years. Manufacturing is 
really back on the table. The outgoing UK 
Administration was clear that if it had remained in 
office it was going to be far more enthusiastic 
about a proactive, interventionist 
manufacturing/industrial policy. That would not 
have meant returning to what are commonly 
described as the failed industrial policies of the 
past. Such a policy would not be about picking 
winners, or not picking losers. It is about 
considering the UK’s comparative advantages in 
sectors such as aerospace and renewables—they 
are all well rehearsed—in which we are already 
competing well, and how those sectors can be 
supported to grow in future. Recent strategic 
investments by the UK Government, and 
companies such as Siemens, Rolls-Royce and 
various wind turbine manufacturers, are helping to 
create the type of jobs that will sustain economic 
performance over the coming years. I know that 
market fundamentalists will be hostile to that type 
of investment, but the dividends—the economic 
and social benefits—to the economy are clear. 
That type of investment should be encouraged. 

The European Union policy context has 
changed. Over the past couple of years, a number 
of documents have been published at EU level 
about building the role of manufacturing in the 
economy. As I said earlier, all the manifestos for 
the UK general election spoke about the 
importance of manufacturing. We could argue 
whether the various measures continued within 
those manifestos would be sufficient, but the fact 
that there is something of a cross-party consensus 
about the importance of manufacturing is to be 
welcomed. 

I will finish off with a couple of slides on what the 
Government can do. The list is not exhaustive and 
there is a mix of devolved and reserved 
responsibilities. We will cover all those issues in 
detail in our paper, and we will be far more specific 
about the recommendations that we want 
Government to address and at what level. 

First and foremost, we need to build on 
momentum to design and implement a modern 
industrial strategy for Scotland. We need to build 

on comparative advantages, with flexibility to 
address industry renewal and replacement. We 
shied away from an analysis of what we mean by 
high-value and low-value manufacturing. However, 
most of the welcome policy documents that have 
been produced over the past couple of years focus 
specifically on high-value manufacturing. I would 
retort that we continue to employ substantial 
numbers of people in what would commonly be 
referred to as low-value manufacturing, such as 
food and drink, and textiles. To me, that 
demonstrates that Scotland continues to have a 
comparative advantage in those areas, and that 
we should build on them and not be blinded by the 
fact that they are supposedly low-value industries. 
As important industries to Scotland, which 
continue to provide quality middle-income, middle-
status jobs throughout the regions of Scotland, 
they must be supported. It should be no surprise 
to anyone that our Scottish companies can derive 
a premium in areas such as whisky and the 
production of textiles—we have to continue to 
build on that. 

We have to fix finance. As you know, because I 
have spoken to the committee about it many 
times, the Scottish Investment Bank is welcome. 
We welcome the First Minister’s recent 
announcements on the SIB but it is only a start. 
We have to consider, for instance, a green 
investment bank—if not for Scotland, a far bigger 
investment at the UK level, building on the 
welcome announcements in the most recent 
budget. We have to make finance work for the 
economy. Again, I refer to the German Mittelstand. 
I am sure that Chris Harvie will keep me right here, 
but I would argue that the key factor distinguishing 
that from the UK manufacturing sector is the 
relationship that manufacturing enterprises enjoy 
with regional investment banks, which provide the 
kind of patient, committed capital that companies 
need to invest for the longer term in people, 
research and development and so on. 

With regard to skills and skills utilisation, there 
are a number of real manufacturing success 
stories in Scotland. I know that it has had a difficult 
couple of years, but Rolls-Royce has retained a 
considerable presence in East Kilbride. Moreover, 
when it completely overhauled its working 
practices, it did so in genuine partnership with the 
workforce. Many trade unions understandably 
react with scepticism towards the term 
“partnership”, but in this case the workers were at 
the centre of driving change. 

I wish that I had some other examples, but I 
suppose I should say that when Diageo reformed 
its working practices at its Methil bottling plant the 
union was absolutely central to the process and, 
as a result, jobs were retained and, in fact, 
employment grew. Those are the kinds of 
sustainable approaches to productivity 
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enhancement that have to be introduced. Far too 
many employers in the food and drink, textile and 
other industries continue to pursue a low-road 
strategy based on work intensification and deriving 
the most they can from an individual worker. 
However, as experience has borne out, such 
approaches are simply not sustainable. 

The image of manufacturing is something that 
we hear about all the time. As part of my role on 
the Scottish textiles forum, I do a lot of work in the 
Borders and know that textiles employers struggle 
to attract young people to the industry. Of course, 
that is hardly surprising, given the way their mums 
and dads have been treated and the approach to 
redundancies. Some of the mums and dads have 
been made redundant three or four times and in 
fact, in some cases, were out the door the very 
same day they were told that the company was 
closing. If we want to improve the image of 
manufacturing, we have to improve the quality of 
employment right across the sector. The fact is 
that, in Scotland, the very best employment 
practices can be found in many manufacturing 
subsectors. For example, the shipyards in 
Glasgow are absolutely excellent employers with a 
very robust, challenging but constructive 
relationship with the trade unions, and we have to 
disseminate those lessons to other manufacturing 
sectors that still have to learn them. 

We need visible and unrelenting ministerial 
support. Ministers must be out there all the time 
talking about the importance of manufacturing to 
the economy. Although, when challenged, they 
always acknowledge the importance of 
manufacturing—as I am sure do all MSPs—we 
need a far more proactive approach. The image of 
manufacturing has to be a key objective for 
Government and ministers must be seen to be 
acting in that regard. 

On ownership and control, it is an unfortunate 
fact that companies find UK workplaces far easier 
to control and close and find it easier to generate 
redundancies in plants in the UK than in plants 
abroad. One reason for that is UK employment 
law, but another is that the companies in question 
are very often owned and managed from abroad. 
We need a level playing field and I believe that the 
Labour and Liberal Democrat UK election 
manifestos contained commitments to consider 
what I would call a sensible and proportionate 
approach to the public interest with regard to 
takeovers and buyouts and the kind of practices 
that all our main competitors—including even that 
supposed bastion of free-market fundamentalism, 
the United States—undertake as a matter of 
course. 

With regard to public procurement, I would 
argue that a major component of Scotland’s ability 
to retain so many good-quality jobs in its 

aerospace industry, for example, has been the 
defence industrial strategy, in which Government 
took a longer-term look at its management of 
defence procurement and any particular skills 
gaps. We need to consider how such lessons 
might be disseminated to other sectors. High up 
the list in that respect would be pharmaceuticals, 
which is key to the UK economy and a sector in 
which sensibly managed Government 
procurement could play a major role. 

On state aid, I could not find any up-to-date 
figures on Eurostat but, according to the last 
available figures, which are for 2005, the UK 
provided about a tenth of the state aid to 
manufacturing that Denmark was providing. 
Denmark used those high levels of aid 
strategically to give it a world-leading edge in 
turbine manufacture, and we should be looking at 
that type of strategic state aid intervention in 
Scotland. 

I have probably gone on a bit too long, so I will 
conclude quickly by saying that the continuing 
decline of manufacturing jobs is neither inevitable 
nor desirable. Scotland retains a thriving 
manufacturing sector that currently accounts for 
200,000 jobs and provides most of our exports 
and most of our private sector R and D. We need 
to build on that base. 

Manufacturing can absolutely thrive in high-cost 
jurisdictions. Lessons are clear, particularly from 
Europe and elsewhere that the supposedly high 
costs imposed on companies in Scotland and the 
UK are not a barrier to that, and I challenge many 
of the orthodoxies about the costs that the 
companies face. There is much international 
comparative evidence that the UK economy is 
very lightly regulated and comparatively lightly 
taxed. 

Increasing manufacturing’s share of the gross 
domestic product will contribute disproportionately 
to meeting economic and social targets. We know 
that the Scottish Government’s economic strategy 
is balanced in that it has social as well as 
economic targets, and manufacturing will make a 
disproportionate contribution to meeting those 
targets. 

Fixing finance is fundamental. We have touched 
on much of that already; I have certainly touched 
on it in previous meetings with the committee, so I 
will not labour the point. If we emerge from the 
turmoil with our financial sector unchanged, 
manufacturing will certainly not be able to 
generate the levels of investment that we will need 
to see in the future. The Scottish Government 
should revisit its economic strategy to see whether 
it provides sufficient support for manufacturing. 
We are meeting the First Minister in a couple of 
weeks, and manufacturing is on the agenda, so 
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we look forward to having a robust exchange with 
him on those issues. 

The Convener: Thank you very much, Stephen. 

For our third presentation, I am pleased to 
welcome back Paul Sweeney, who was at last 
February’s seminar. Paul is the economic adviser 
to the Irish Congress of Trade Unions, and with 
him today is Liam Berney, industrial officer of the 
Irish Congress of Trade Unions. We know that the 
situation in Ireland has been pretty desperate for 
the past year or so, and things have moved on a 
lot since Paul Sweeney was here last year. 
Perhaps you could give us an update and let us 
hear some of your thoughts. 

12:02 
Paul Sweeney (Irish Congress of Trade 

Unions): Go raibh míle maith agaibh, which is, 
“Thank you very much for inviting me.” That is 
about the extent of my Irish—well, I have a bit 
more—but it is interesting to come into the 
Parliament and see the Gaelic, which I understand 
a bit. 

The Convener: That is more than I do. 

Paul Sweeney: It is very important that people 
learn from each other and that there are 
comparative analyses. That is especially true for 
two small, open economies such as Ireland and 
Scotland, which are close neighbours in culture 
and many other ways. My name is Sweeney, 
which is a great Scottish name. I think that we 
went from here to Ireland as mercenaries a long 
while ago. 

What can I say about Ireland? I could say a lot, 
but I will confine myself. Ireland had great 
economic success from 1987 until, if you believe 
the figures, 2008, when the big crash happened. 
However, things started to go wrong around 2001. 
What has happened has been quite dramatic. 
Aside from the three little countries of Estonia, 
Lithuania and Latvia, Ireland’s collapse has been 
the worst in the world. 

Our gross national product is the best measure, 
not GDP, because of transfer pricing by 
multinationals. Today, our GNP is at the level that 
it was in 2003, so we have moved forward and 
backward very quickly. Having said that, 2003 is 
not a bad place to be. It means that our national 
income is probably equal to that of the UK and 
close enough to that of Germany. Our having been 
ahead of that was an illusion, or a delusion. 

Things are not all bad. Our trade has held up in 
spite of strong sterling and the fact that you are 
able to devalue. I did a bit of research the other 
day and noticed in The Economist that our 
services exports were the ninth highest in the 
world at 3 per cent. I do not know what percentage 

of the EU population Ireland has, but it is less than 
1 per cent, which is just a fraction. Our services 
are important, but I emphasise that every country 
needs a strong manufacturing sector, and ours 
has held up quite well. 

Listening to some economists in Ireland, you 
would think that the problem is our lack of 
competitiveness, which they determine by looking 
at short-term movements in wages. Our wages 
have increased quite substantially in recent years. 
Our productivity has also increased, but not by 
very much. However, our wages and labour costs 
are still lower than those in most other countries. 
Part of the reason for that is that the total costs to 
employers in Ireland are much lower than those in 
other countries, given the low corporate taxes, low 
social taxes and so on. That said, the collapse in 
GNP has been severe, and it has had a huge 
impact on tax revenues and, by default, public 
spending. 

On the domestic boom, we had the dotcom 
bubble in 2000. There were many information and 
communication technology companies in Ireland, 
including all the big names—Intel, Apple and 
Hewlett Packard. Digital collapsed in Ireland and 
Dell recently pulled out. It looked as though we 
were heading to zero growth in 2001, but we did 
not do so—we had a domestic boom, which the 
Government really mismanaged. 

We recently looked at what our congress said 
during that boom—we took a contrarian position to 
the main stream. Everybody was at a party and 
they regarded us as party-poopers. Taxes were 
cut during the boom. We published a document 
that showed that the average industrial worker 
was taxed €25 for every €100 that they earned; 
three years later, they paid only €11 in every €100. 
We did not say, “This is bad. Our members should 
be heavily taxed”—we would have been shot for 
saying that by members who wanted short-term 
gains—but we implied that things were going too 
far. 

Any left-wing or right-wing economist will say 
that cutting taxes during a boom is mad, but all the 
right-wing economists at the time were in favour of 
cutting taxes. The property sector, which was the 
worst sector, was given huge tax breaks. People 
went from real manufacturing into property. I will 
be honest: the Government is very close to the 
property sector—I will get to that when I speak 
about the banking crisis. We went blue in the face 
saying that crazy stuff was happening. We even 
went to Europe about a tax break, because it had 
to be sanctioned there. People called us traitors, 
but we said that a cost benefit analysis of the tax 
break in question and all the other ones had to be 
done. Of course, the tax break was rubber-
stamped in Europe. The European Union is 
sometimes not very good on state aid. 
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There was also tax shifting. Spending taxes 
were not cut, but were relied on more and more. 
Money poured in. We earned huge surpluses, and 
more money came in despite taxes being cut each 
year. I remember the guys from the Department of 
Finance looking startled at the figures and saying, 
“Look at all the money we’ve got. We’re able to 
implement our capital investment programme out 
of current money.” In the 10 years to 2008, we had 
huge surpluses of €58 billion, even with tax 
cutting. Direct taxes—corporate taxes and income 
taxes—were cut. Capital gains tax was halved, 
and inheritance tax was cut. However, money from 
VAT and so on poured in through the building 
boom. All the taxes dried up overnight when that 
boom collapsed and the bubble burst, and we 
suddenly had a huge financial crisis. 

The other thing that was done wrongly was not 
regulating the banks, particularly as Ireland was in 
the euro zone. Our interest rates were the 
European or German rates. I said at the time that 
our interest rates should have been 4 per cent 
higher than they were. The central bank could 
have stood on the banks and said, “You’re not 
lending 100 or 120 per cent mortgages.” However, 
the banks would say, “You want a mortgage? 
Here’s a 100 per cent mortgage. Furnish the place 
and take a foreign holiday as well. Borrow the 
money on a 40-year mortgage.” The banks were 
utterly irresponsible. 

Unions usually attack the private sector and say 
that the public sector is wonderful, but the public 
sector financial regulator and the financial people 
in the Department of Finance were a disgrace. 
They were all part of, dare I say it, a right-wing 
neoliberal ideology—if markets work, they do not 
need to be intervened in. That view has not 
ceased in Ireland, despite huge evidence of the 
need for intervention. 

The financial situation collapsed. We could have 
done things differently; for example, we could 
have regulated. It is my firm view that had we 
done things as congress advocated, we would still 
have had a collapse, but not to the extent that we 
have had, whereby one fifth has been wiped off 
our GNP in just three years. 

The situation is quite shocking. We have much 
less money. All Irish banks have collapsed and we 
are spending an absolute fortune rescuing them. 
We all accept that we have to rescue banks, that 
there is a huge deficit between revenue and 
spending, and that we have to make cutbacks. We 
agreed with the Government that cutbacks of €4 
billion needed to be made last year. It said that it 
would raise €1 billion in taxes, but then turned 
round and said that it would not raise anything in 
tax—it raised only a bit in tax—and that it would all 
be cuts. We told the Government that the 
proposed cuts would be deflationary and that, 

even in a small, open economy, they would make 
things worse. The Government cut welfare and 
public servants’ wages. I will let Liam Berney deal 
with the consequences of what it did in a minute. 

As trade unionists, we recognised that cuts had 
to be made, because things were really desperate. 
The Government has cut capital spending, 
although it is still quite high. As an economist, I 
passionately believe that cutting capital 
expenditure, especially when you can analyse it 
and see where there is a good return, is madness. 
There is no problem with borrowing. We have a 
treasury management body that has borrowed 
enough for the next 18 months. The spreads do 
not really matter to us on our borrowing at the 
moment, because we have all the money. It was 
borrowed at a rate of 4.6 per cent on average and 
lent to the European Central Bank, which is giving 
it out to the banks. We are getting 1 per cent on 
that. Last time I looked, we had around €34 billion, 
which is about a year and a half’s worth of 
borrowing. We have no problem getting money. 
We are experiencing a temporary blip—we hope 
that it is only temporary—because of the Greek 
situation, which is an uncertainty. 

We definitely had a tremendous boom. Now we 
are back at 2003 levels, which are considerably 
higher than any preceding levels. Our 
unemployment rate is 13.4 per cent. I admit that it 
was forecast to rise to 16 per cent and that it does 
not look as if that will happen, but before we crack 
open the champagne I point out that that is 
because we have had massive emigration this 
year and, as in this country—I heard it on the 
news this morning—loads of people are staying in 
education and lots of people who would like to 
work are staying at home. In other words, our real 
unemployment level is much higher. 

What is the Government doing? It is deflating 
the economy. It has to do that to a certain degree, 
but it is going too far and is being praised by the 
markets. As Grahame Smith said, who are these 
markets anyway? Who makes the rules for them? 
I have been around a long time and I know that 
markets are governed by rules made by men. It is 
hard to catch up with them, but we could do a lot 
more to tame them. 

I will hand over to Liam Berney to give you his 
view on the gap that exists in Ireland between tax 
and other revenue and the amount of our 
spending. 

12:14 
Liam Berney (Irish Congress of Trade 

Unions): Thanks, Paul. Thank you for having us 
here, convener. 

I have been asked to talk about the impact of 
the fiscal crisis and the economic downturn on the 
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conduct of collective bargaining. Ireland is famous 
for lots of things, one of which is its system of 
social partnership, which I know has been spoken 
about in this place before. One of the terrible 
tragedies of the current economic downturn is the 
collapse of the social partnership system. 
Although some of the press emanating from 
Ireland could fool people into thinking that the 
social partnership system is alive and well and that 
we are all working together to address the fiscal 
and economic downturn, nothing could be further 
from the truth. The social partnership system that 
we had from 1987 until recently was abandoned 
by the Government and the private sector 
employers. We were the only people clinging on to 
the sinking ship, and it sank despite our best 
efforts. 

There has been a massive attack on organised 
labour, especially in the public sector. We saw 
public sector pay cut by, on average, 10 per cent 
in 2009. There has been an absolute onslaught by 
private sector interests to drive down pay in the 
private sector as well. At one stage, the president 
of congress and the president of the Services, 
Industrial, Professional and Technical Union, a 
guy called Jack O’Connor, accused the 
Government of orchestrating a concerted 
campaign across the economy to drive down pay 
in order to restore competitiveness. That was 
initially denied by the private sector employers and 
the Government, but it was subsequently admitted 
to be the overall strategy—a strategy by accident 
rather than by design. 

We are in a very bad place. I will use the few 
minutes that I have this morning to talk about what 
has happened to the Irish social partnership 
system and collective bargaining in the past year 
and what we have done to restore some stability 
and contribute to the restoration of the economy in 
the Republic of Ireland. 

The growing fiscal deficit put huge pressure on 
the Government to drive down pay in the public 
sector. Like us, some people called for increased 
taxes; other people called for a reduction in the 
public sector pay bill, which they regarded as 
unsustainable, and direct cuts in public sector pay. 
At the same time, there was a decline in economic 
activity and we had growing unemployment. 
Unemployment in Ireland had been reduced to 
about 4 per cent. I am not an economist, 
thankfully, but an economist would tell you that 4 
per cent unemployment in an economy such as 
Ireland’s is, in reality, full employment. So, we had 
full employment, in economic terms, but the level 
of unemployment began to increase, and the 
growing fiscal deficit added to that increase in 
unemployment and led to a reduction in the 
unions’ bargaining power. 

That said, in late 2008 we managed to conclude 
a new social partnership with the employers and 
the Government. However, on the same night that 
we concluded that agreement, an historic thing 
happened that had cataclysmic effects across the 
world—Lehman Brothers collapsed. We were 
making a social partnership agreement to describe 
wage policy for the short to medium term at the 
same time as Lehman Brothers was collapsing, 
and I do not think that anybody who was involved 
in making that agreement understood the full 
import of the collapse of Lehman Brothers that 
evening. 

The collapse of Lehman Brothers had an almost 
immediate effect—there was a crisis in the Irish 
banking system. What did that do? The crisis did a 
few things, but one of the things that it did almost 
immediately was refocus the Government’s 
attention away from the idea of a social pact and 
managing the economy and wage growth in a 
consensual way towards what it needed to do to 
save the banking system. The Government’s focus 
became what it needed to do to restore stability to 
the banking system and how we should respond to 
the demands of markets, and it became obsessed 
with the need for credit rating agencies to maintain 
our AAA rating. 

The Government could not do everything at 
once; it had to choose whether it wanted a 
consensual approach to management of the 
economy with the trade unions and the employers 
or whether it wanted to save the banking system—
it could not do both things. In cahoots with the 
private sector employers, it opted—cynically, I 
think—to set about a strategy of driving down 
income in the economy. An emergency budget in 
2009 cut public sector pay by about 7 per cent 
under the guise of something called a pension 
levy. Public servants, who according to people on 
the right in Ireland had Rolls-Royce pensions, 
made little contribution to their pensions, so the 
Government decided to cut income in the public 
sector by imposing a levy on people, under the 
guise of a pension contribution. I will not go into 
that just now, but it is far from a pension 
contribution, because people derive no benefit 
from it. In December 2009, in the face of an 
attempt by us to conclude a public sector pay 
agreement, the Government cut pay again. 

I can imagine what the response of the 
parliamentarians sitting round this table would be if 
they were faced with the choice of cutting public 
sector pay twice in a year. It was unthinkable in 
2008 that a Government that so relied on and 
applauded the system of social partnership would 
actually take the path that it did. It shows you how 
cynical and contradictory Governments can 
sometimes be. 
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As I said, the Government abandoned the social 
partnership for short-term economic expediency. 
However, in the past few months, we have tried to 
put some stability into our industrial relations and 
collective bargaining system in the Republic of 
Ireland. We do not have a social partnership 
agreement, and we are unlikely to have one for 
some time, if ever, given the probable political 
make-up of the next Government. That particular 
political viewpoint has always had a problem with 
trade unions being at the centre of policy making. 
The next Government might welcome trade unions 
to the party, but they will certainly not be the 
authors of economic policy in the state, although 
they might be consulted on it. I do not think that 
we will have the kind of old-style social partnership 
that we had in the 1990s and the earlier part of 
this century. 

So we do not have a social partnership 
agreement, but we have an accord with private 
sector employers through the Irish Business and 
Employers Confederation, which is the largest 
private sector employer organisation, about how 
claims for pay increases in 2010 must be dealt 
with. Despite the fact that there is an economic 
downturn, there are prosperous companies where 
it is legitimate for workers to look for an increase in 
pay. For instance, the chemical sector, which is 
highly unionised in the Republic of Ireland, is still 
churning out massive profits, so it is legitimate for 
workers in that industry to look for increases in 
pay. 

On the public sector side, I am pleased to say 
that we have recently concluded a draft pay 
agreement with the Government on how public 
sector pay is to be managed between now and 
2014. It is currently out to ballot among the 
300,000 public sector workers in the Republic of 
Ireland. I will not predict how that will go, because 
my recent record in making predictions is very 
poor. I do not want to jeopardise the chances of 
the right outcome coming about by making a 
prediction here. However, I thought that it would 
be useful to share with you what the main features 
of the new public sector pay agreement are. 
Ironically, the term for the agreement is nearly the 
same as the term of the new Parliament that has 
just been elected in the UK—it is to run to late 
2014. 

The agreement has two main features. First, 
there is an absolute commitment by Government 
that there will be no further cuts in public sector 
pay over the period of the agreement. That might 
not seem to the trade union people here to be a 
massive achievement, but the prospect of their 
pay being cut again and again was very traumatic 
for our public sector workers. So, in the context of 
what we have come from, the achievement of 
getting a commitment from Government that there 
will be no further cut in public sector pay is 

substantial and influential enough. However, a 
caveat in the agreement says that in the event of a 
cataclysmic event—although I do not know how 
more cataclysmic you can get—the arrangement 
might have to be reviewed, but, touch wood, that 
will not happen. 

The second important feature of the agreement 
is that Government has made an absolute 
commitment that there will be no compulsory 
redundancies in the public sector. In the current 
climate, public sector workers will value that 
greatly. For those people who study industrial 
relations and those who are old enough to 
remember, in reality, we have made with the 
Government an old-style 1970s productivity 
agreement. We have agreed to a range of public 
sector reforms across the whole swathe of the 
public sector. In return for the savings that will 
inevitably arise from that—in reality, there will be a 
fall in public sector employee numbers through 
natural wastage, voluntary redundancy and stuff 
like that—is a commitment that the savings made 
from reform and cost reductions will be transferred 
to public servants in order to restore their pay 
scales. So we will have a share of the gains that 
are made through public sector reform to restore 
the pay scales that public servants have lost in 
recent times, with an emphasis in the first instance 
on those people who earn less than €35,000 a 
year. 

Those are the many features of the public sector 
pay agreement. As I said, I hope that it will be 
ratified, but I cannot be certain that it will be. If it is, 
it will provide a stable basis for unions in the public 
sector to rebuild themselves, emerge from this 
crisis in what we hope will be a stronger economy 
and reconsolidate their position in the public 
sector. That is the strategy in so far as we have 
one. Let me tell you that trying to devise a strategy 
in the type of environment in which the Republic of 
Ireland unions find themselves is difficult. 

As I said earlier, it is a fair assessment that 
there will be no immediate return to old-style 
partnership, and that is to be regretted. Having 
said that, trade unions in the Republic of Ireland 
are holding their own. In fact, we have seen an 
increase in some unions’ membership. With the 
collapse in the construction industry, the loss of 
jobs in that sector has been phenomenal. 
Although we have seen decline in the membership 
of some unions, union membership by and large is 
holding up, which is a good thing. 

However, despite unions’ best efforts, you would 
not believe that a cabal of private sector 
employers, particularly in the hospitality and 
tourism sector, still have as their mantra that the 
only way to restore economic competitiveness is 
to drive down wages. We still hear regular calls for 
a cut in the minimum wage, which is just horrific 
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and a very blunt instrument. We are trying our best 
to resist that and to put pressure on the 
Government to maintain the level of the minimum 
wage. It has not increased in two years and is 
currently €8.65. Given the fluctuation in the euro-
sterling relationship, you never know from one day 
to the next what the minimum wage’s value is. In 
any event, it is still a good base level for wages in 
the economy. 

That is where we are at. Had I been here two 
years ago and heard someone predict what has 
happened, I would have sent for people with 
handcuffs and white jackets to take them away. 
The situation is completely unpredictable. The one 
lesson that can be drawn from all that has 
happened, as Paul Sweeney and I have said, is 
that whatever you do, when you are designing 
models for your economy, do not look west. 

12:30 
The Convener: I thank Liam Berney and Paul 

Sweeney for their contribution. We have had very 
interesting opening statements. I now open the 
meeting to general discussion.  

Among the interesting points from Grahame 
Smith was whether unemployment featured 
sufficiently in the election campaign. Since this 
seminar started, the UK unemployment figures 
have come out: unemployment across the UK has 
risen by 53,000 and by 10,000 in Scotland, putting 
Scotland above the UK average for the first time in 
a long time. It is clear that unemployment is still an 
issue. 

There is also the general debate about the 
reform of the banking system and the financial 
markets more widely—they often seem to operate 
for short-term gain, rather than in the long-term 
interests of the economy. 

Stephen Boyd discussed the need for a 
strategic approach for the manufacturing sector. 
Our Irish friends have raised some very interesting 
issues about the structure of taxation. If we move 
too far away from direct taxation towards indirect 
taxation, that might exacerbate negative effects on 
the economy—and overexaggerate some positive 
effects, which might not be as good in the long 
term as we might think. 

There are a number of interesting points there 
that people might wish to touch on. I am sure that 
some others have been picked up, too. I will try to 
get round as many people as I can—we have until 
about a quarter past 1. 

Cathy Peattie (Falkirk East) (Lab): Grahame 
Smith spoke about low pay and families. We do 
not have a crystal ball, but families, particularly 
women workers, are already very concerned about 
the child tax credit being cut. For many families, 

that money goes towards paying for child care—it 
means that people can work. If neither parent can 
work, that could mean the family losing their home 
or going into poverty. Have Grahame Smith and 
others in the trade union movement thought about 
what the potential loss of support for child care will 
mean for the workplace? In particular, what will it 
mean for women workers? 

The Convener: We will see how this goes—I 
have asked the panel to make final contributions 
at the end, picking up as many points as they can. 
However, if, after two or three further 
contributions, members of the panel feel that they 
need to pick up some of the points that have been 
made, they may do so. 

Marilyn Livingstone has her hand up. The 
discussion should not be dominated by MSPs, but 
I invite her to speak next. 

Marilyn Livingstone (Kirkcaldy) (Lab): I had a 
meeting last week with representatives of 
nurseries throughout my constituency and 
elsewhere in Fife. Like Cathy Peattie, I am really 
concerned about the issues relating to child care. 
The rates revaluation in Scotland has put a huge 
burden on some nurseries. One nursery in my 
constituency is facing a 69 per cent increase. One 
in Dunfermline—which is not in my constituency—
faces a 150 per cent increase. The worst case, 
also in Dunfermline, faces a 276 per cent 
increase. There were a lot of people at the 
meeting, and they said that, in places such as 
Kirkcaldy, which I represent, they cannot afford to 
put up their charges. Faced with a 276 per cent 
increase in rates, however, they will go out of 
business. 

I have two worries: first, I am concerned about 
the points that Cathy Peattie has already raised; 
and, secondly, I am worried that an intolerable 
rates burden will be put on nurseries. They are 
being targeted. The assessor in Fife was asked 
why nurseries were being targeted, and he said 
that it was because they are a growth industry. 
However, if a nursery has, say, 46 places for 
children, that is what it has—it cannot grow. If a 
nursery tries to grow in size, its rates increase. 
Quite a few of them are saying that they will shut 
up shop.  

I am really concerned about child care, and I 
want to hear people’s views on it. The proposal 
will affect households where two people need to 
get out to work as well as women who are single 
parents—it will affect the least well off. 

The Convener: I invite contributions on child 
care in particular. 

Stephen Boyd: The revaluation of rates is not 
something that I have considered in any detail. 
However, I highlight the Scandinavians as the 
best-performing labour markets in the world over 
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the past few decades. The Scandinavians invest 
greatly in child care, which is an essential 
component of a well-functioning labour market. 
Some STUC colleagues who are here today have 
been considering such matters in more detail, and 
they might be able to provide more information—
although I do not want to put anyone on the spot. 
It is absolutely a concern, at any rate. 

Grahame Smith: Ann Henderson is secretary of 
the STUC women’s committee, which has done 
quite a lot of work on the impact of the recession 
on women workers. Stephen Boyd mentioned the 
concern that any decline in the resources that are 
available for child care will inevitably have 
consequences for women workers. Ann might 
want to comment more generally on the work that 
the STUC women’s committee has done. 

Ann Henderson (Scottish Trades Union 
Congress): The issue came up at the two most 
recent STUC women’s conferences. People 
reported that there are concerns throughout their 
communities and across the sectors about 
reductions in access to child care. 

The problem with the rates burden is also 
happening in Edinburgh. It is happening across 
the piece. We need to look at that a bit more.  

We have raised with the Scottish Government 
the issue of child care support for modern 
apprenticeships and other training schemes. 
Opportunities are being created to try to keep 
people in work or retrain them, but if child care is 
not built in, that restricts the options for women 
workers who lose their jobs and raises questions 
about whether they can remain in the labour 
market. 

There are also concerns about the figures for 
economic inactivity. We need to do more work on 
those, because the figures appear to cover women 
who have had to leave the labour market because 
they no longer have access to child care. We are 
seeing certain trends, but we are not able to give 
the committee figures on them yet. We need to 
develop a Scottish perspective on the issue. The 
TUC has developed some work on economic 
inactivity that shows the disproportionate number 
of women who are now in the figures, and they are 
women who want to work. They are not there 
because they do not want to work. 

I agree that we need to explore the issue in 
more detail. 

David Whitton (Strathkelvin and Bearsden) 
(Lab): I am the constituency MSP for Strathkelvin 
and Bearsden; I am also Labour’s skills 
spokesman. 

I would be interested to hear from Paul 
Sweeney and Liam Berney how the recession in 
Ireland has affected skills and, in particular, the 

creation of apprentice places. We are investing in 
apprentice places here in Scotland. We have 
increased the numbers year on year. Ireland had a 
severe fall in its construction sector and I dare say 
that many people went out of work—not 
specifically apprentices, although I dare say that 
they were affected as well, but skilled tradesmen. 
However, at some point, things will come back. 
Where will the workers come from? What 
strategies does Ireland have for that? Is a 
strategy, or something similar, built into the new 
deal that has been done? How is Ireland going to 
ensure that those who choose to learn vocational 
skills manage to find a training place? To pick up 
what Ann Henderson said, how will you ensure 
that there are equal opportunities in the process? 

Liam Berney: In the teeth of the collapse of the 
construction sector, we managed to convince the 
Irish Government to ensure that anyone who was 
in the middle of an apprenticeship got an 
opportunity to finish it. Short of that, we and the 
Government have not agreed on much in relation 
to the skills strategy. The Government has set 
aside a small fund to help companies that have a 
skills deficit and a real chance of staying in 
business to upgrade their workforce, but it is far 
too small. We can see that if we compare it with 
what the Government has given the banks. One 
bank was given €22 billion, but there is less than 
€1 billion in the fund, so it is small money. 

We are getting some traction on our efforts to 
encourage the Government to continue spending 
on capital projects. In particular, two big public 
transport projects that are planned in Dublin both 
have potential European Investment Bank support. 
If both projects commence, 20,000 to 25,000 
construction jobs would be created over five or six 
years, which would help to alleviate the situation 
somewhat. 

Because the final cost of the banking crisis is 
not certain, it is not certain that the Irish 
Government will carry out those projects. 
However, if it does, we have a reasonable chance 
of restoring some employment in the construction 
sector, putting some of those who have been 
made redundant back in work. 

The trade union centres have also recently tried 
to develop a policy of greening the workplace, 
creating green jobs and so on, and I thank 
Stephen Boyd for coming over to Ireland to speak 
at a seminar about the Scottish experience in that 
respect. We believe that retrofitting houses and so 
on has real potential to give employment to people 
in the construction sector who have lost their jobs. 
However, with a Government so completely and 
utterly obsessed with saving the banks at the cost 
of everything else, you wonder sometimes 
whether you are simply wasting your breath. If the 
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money has to be spent on banking, that is where it 
will be spent. 

Rob Gibson (Highlands and Islands) (SNP): I 
am interested in Stephen Boyd’s point about fixing 
finance, the development of a Scottish Investment 
Bank and, indeed, the proposal of a green bank. 
Given that so much public money has been used 
to save the banks, have our Irish friends taken any 
steps to ensure that they invest in real enterprise 
and manufacturing? 

Paul Sweeney: Until recently we had a couple 
of state development banks: ACCBank plc, which 
used to be called the Agricultural Credit 
Corporation, was aimed at farming and did great 
work; and ICC Bank plc, which was the Industrial 
Credit Company. The sad news is that, in a bout of 
neoliberal frenzy, they were flogged off to foreign 
banks and have both since collapsed. The Anglo 
Irish Bank, which was nationalised, should have 
been left to collapse, but it had lent money to the 
builders who fund the main party. I am not 
supposed to say that, but everyone knows it. It is 
not a systemic bank and should have been let go; 
after all, that is what free markets and risks are all 
about. 

The sad thing is that, as those of you who know 
about these things will know, free and easy money 
from the ECB is going into the banks. The Irish 
banks are taking that money and using it to up 
their tier 1 and 2 ratios—which is what they are 
supposed to do—but they are not lending it out. 
Small businesses, even those with an “I know you, 
you know me, and you know this is a good 
investment” relationship with their bank managers, 
are constantly saying that they cannot get access 
to money and that banks simply will not lend. Even 
though it is going to own 36 per cent of the Bank 
of Ireland—which, as you will know, is a big, 
serious player—and will soon own more than half 
of the AIB, the Irish Government is not even 
pressurising the banks that it more or less controls 
to start lending. That is very sad, and I think that it 
and not the wages issue is the real 
competitiveness problem. 

I should say to Liam Berney that the public 
sector has taken quite a hit, with senior public 
servants, for example, taking 30 per cent pay cuts. 
Although in the private sector there have been 
falls in the weekly wage, the hourly rate, which is 
what is important to trade unions, has risen 
recently. I expect that that situation will not stay 
the same over the next couple of quarters. Funnily 
enough, the pay cuts have happened not in the 
private sector but in the public sector, even though 
our productivity is actually quite high. The real 
competitiveness issue is banking, which is what 
we are all talking about, but Irish economists will 
tell you that we, the trade unions, are the problem. 

Robert Mooney (Community): Every year in 
Scotland, something like £8 billion is spent on 
public procurement, which was mentioned a 
couple of times in the presentations. It is easy for 
national Government and local authorities to look 
at the lowest price, especially in the financial 
situation in which we find ourselves, but we need 
to remember that the lowest price does not always 
equate to the best value. 

When firms tender for contracts they should, to 
be successful, demonstrate that they will create 
apprenticeships and local jobs for the long-term 
unemployed, and that they will change their 
working practices to employ lone parents and 
disabled people. 

12:45 
Stephen Boyd: To pick up on Robert Mooney’s 

point, the problem with the public procurement 
agenda in Scotland is that there are too many 
competing objectives that are difficult to reconcile. 
There is a long-standing commitment by all the 
main parties to try to open up the public 
procurement process to small and medium-sized 
enterprises. Another objective is to drive efficiency 
and go for the lowest price, which tends to lead 
people towards the use of bigger companies. 
There is also the community benefits agenda, 
which is close to our hearts. 

There have been a number of good initiatives 
throughout Scotland—in Raploch, Inverclyde and 
Dundee, for example—in which public contracting 
has been used to boost local jobs and skills. The 
STUC argued strongly during the implementation 
and transposition of the public procurement 
directive in 2006 that, as far as is possible under 
EU law, public procurement should be used to 
drive up standards across the economy. That has 
had a decent hearing from ministers, but we still 
have some way to go. 

The STUC is running a reasonably major event 
on public procurement in the next few months. Its 
purpose will be to arm trade union negotiators and 
representatives with a toolkit of measures that 
they can use with employers and contracting 
authorities to try to drive up standards during the 
procurement process. 

Stephen Deans (Unite): I am concerned about 
a couple of issues that relate to industrial strategy 
in Scotland, particularly ownership and the input 
from Government, whether that is the Scottish 
Government or the UK Government. 

I work at the petrochemical complex in 
Grangemouth. I found it horrendous in 2005—and 
I still find it so—that a company that is owned by a 
single individual was allowed to come in and buy 
our site, which is a major contributor to the 
Scottish economy. Due to the nature of the 

 



29  12 MAY 2010  30 
 

products that we make, the site is of strategic 
importance not only to Scotland but to the UK. 

I have real concerns about the lack of industrial 
strategy, and the lack of ownership and control 
that we have in Scotland and the UK in relation to 
major manufacturing companies, particularly in my 
own industry. I would be interested to hear the 
views of other contributors on how we tackle that. 

On competitiveness, our site has lost three 
production plants over the past 10 years, and 
production was moved to Belgium. Some of the 
people in the room today were present at 
committee meetings in this building—or in the 
temporary Parliament building—at which we 
discussed the closure of the plants and the loss of 
300 to 400 jobs. That production is long gone—it 
went to Belgium, along with the research and 
development facilities. 

At present, my employer says that for every 
tonne that it has to transport from Scotland to 
continental Europe, it is disadvantaged by 
between €50 and €100 in the cost of transport. It is 
lobbying for the high-speed rail link so that it can 
get the product down to south-east England and 
across to the market at a cheaper price. That will 
obviously have a knock-on effect for the docks at 
Grangemouth. 

We need to ask what strategy we can put in 
place to support manufacturing—not only my 
employer at Grangemouth but the other 
companies that make up the manufacturing base 
in Scotland. We need to support exports and job 
creation. 

In Scotland, we have been very good at giving 
people grants with absolutely no strings attached, 
whether those have come from the previous 
Scottish Executive or the current Scottish 
Government. My site was recently awarded a 
grant of £7 million on the basis of some spurious 
notion that we were going to protect jobs at the 
ethylene plant in Grangemouth. We are now 
engaged in discussions, supported by the Scottish 
Government, on converting the Mossmorran 
pipeline to allow it to feed into our plant. We get 
verbal support and the company has managed to 
get a guarantee of £7 million, but the company is 
free to do what it likes—to lay people off and close 
plants as it has in the past. There is no strategic 
approach; it is very much a piecemeal approach. 

Ms Wendy Alexander (Paisley North) (Lab): 
On that last point, there are meant to be clawback 
facilities, but they are not used enough. Clawback 
facilities are used to bring a really high level of 
transparency to the process. That is perhaps 
something that the committee should think about 
focusing on in the current climate. There is 
perhaps a reluctance in the machinery of 

government to pursue clawback, but it is important 
and we should be doing it. 

I will say something about a more activist 
industrial strategy. What we have heard from Paul 
Sweeney and Liam Berney about who pays the 
price in any fiscal rebalancing is an incredibly 
prescient set of remarks to hear the morning after 
the night before—our slightly subdued demeanour 
may reflect where we find ourselves. The answer 
is to do what the trade union movement has done 
so often before—to pick ourselves up and ask 
where we go from here.  

I offer two specific suggestions, the first of which 
relates to what the committee should be engaged 
in. The nationalised Scottish banks are not under 
sufficient pressure to lend to the green economy. 
There are conferences of various kinds on the 
issue—indeed, there is one a week on Monday, 
when the committee meets in Aberdeen. My view 
is that, having done a nine-month banking inquiry, 
we should revisit that issue in the autumn and 
seek some commitments about lending to that 
sector. 

Grahame Smith is correct in saying that, at the 
moment, a lot of nonsense is being talked about 
sovereign debt risk to Britain. Only yesterday, the 
British Government’s gilt sales were two and a half 
times oversubscribed. Although it may be one of 
the dilemmas afflicting small countries in the euro 
zone, the idea that there is any meaningful 
sovereign debt risk to Britain is simply nonsense. 
The idea that that threat justifies public sector cuts 
this year is just not borne out by the market 
evidence. 

In the middle of the election campaign, Ken 
Clarke, in his straight-talking way, rather gave the 
game away by saying in the Financial Times that 
the job of Government is to get out of the way of 
industry. There is no doubt that we are moving into 
a period in which regional development agencies 
will be abolished, train to gain and the future jobs 
fund will go, R and D tax credits will be under 
threat and investment allowances are likely to go, 
too.  

Our trade union colleagues will agree that it is 
ironic that the Labour Party recognised the need 
for an activist industrial strategy just at the point at 
which it left office. There is no doubt that there 
was a move towards an activist industrial strategy, 
including the reintroduction of the public interest 
test for takeovers, which, to our shame, was 
abolished in the Enterprise Act 2002. Whether 
through nationalising banks or the east coast main 
line or saying that the Post Office should stay in 
the public sector or that we need a green 
investment fund, there was a real move towards 
an activist industrial strategy by those people who 
lost the election. 
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However, the situation perhaps creates a big 
opportunity for us in Scotland, including the STUC. 
We will not be able to explore all the issues today, 
but those of us who are old enough to remember 
the 1980s will recall that, under the then 
Conservative Government, the Standing 
Commission on the Scottish Economy—the STUC 
was at the heart of leading that—in many ways set 
the terms of reference for the Scottish 
Constitutional Convention. Today’s situation 
perhaps creates a moment of opportunity 
because, although the new UK Government is not 
committed to an activist industrial strategy, we are 
now able to consider what an activist industrial 
strategy would look like in Scotland and which 
elements of such a strategy should be taken up 
and driven forward in the Scottish context. 

Over the past three years, enterprise policy in 
Scotland has consisted of two elements: the small 
business bonus—which is a good thing but does 
not constitute an industrial strategy for the whole 
nation—and the promise of a low-carbon 
economy. I say to members of all parties that an 
activist industrial strategy needs to look much 
more seriously at how we actually put in place a 
supply chain for a low-carbon economy in 
Scotland. 

Under an activist industrial strategy in the 
1970s—on which I will defer to Chris Harvie’s 
greater wisdom—the then Labour Government 
worked very hard, including with the trade unions, 
to ensure that we not only exploited the resources 
of the North Sea but put in place a supply chain, 
which has given Aberdeen a prosperity that has 
continued to this day. We are at exactly the same 
moment with respect to the development of 
renewables in the North Sea and within the 
Scottish economy. 

In the context of thinking about an activist 
industrial strategy and the STUC’s potentially 
leading role in that, we need to put particular 
emphasis on putting in place a supply chain in the 
way that was done in the 1970s with North Sea oil, 
the supply chain for which has endured over more 
than two decades. We might want to consider that, 
whether offline or as part of a committee meeting. 
However, we also need to consider the 
responsibility of nationalised Scottish banks in that 
process. 

Christopher Harvie (Mid Scotland and Fife) 
(SNP): Having been quoted, I will elbow my way 
into the debate. I wrote the history of North Sea oil 
in 1993, but the official account has yet to come 
out after more than 14 years in gestation. 

From talking to the energy directorate about this 
subject perhaps 10 days ago—I have been 
working on a memo “Extreme Energy”, which 
seems even more extreme given the recent 
disaster in the Caribbean—it strikes me that 

renewable energy is an issue on which there could 
be vital collaboration among Scotland, Ireland and 
European industrial powers. 

Just as North Sea oil depended enormously on 
big flows of capital investment and technology 
from state-organised industrial concerns such as 
British Gas and the British National Oil 
Corporation—which have since been dismantled—
we could now be in a similar position, in that much 
of the money that will come into North Sea 
developments will come from sovereign-wealth 
operations, such as Germany’s RWE AG and 
Sweden’s Vattenfall. That is already happening. 
Indeed, by that time, the railway routes to Scotland 
that people have talked about will probably be 
owned by Deutsche Bahn AG, which has just 
taken over the cross-country network. 

However, it seems to me that an enormous 
input could come from Ireland, in addition to a 
proper appreciation of exactly where bankers 
stand vis-á-vis the rest of society. Indeed, that 
piece of education needs to come to us. When I 
had lunch with John Kay here in Edinburgh—both 
of us are of the ex-Labour club—Kay said to me, 
“Look—the system will be patched up, but it will 
fall on its face again within two years if we follow 
where the Government is leading.” When this 
committee took evidence from UK Financial 
Investments Ltd, a character called Michael 
Kirkwood just burst out laughing when asked 
about the notion of industry-led banking. However, 
given what could happen to our Scottish 
nationalised banks, we need to think about some 
type of banking involvement that brings in 
European industrial banking, such as the 
Government Pensions Fund of Norway, or 
whatever. 

On the Irish side, there is strength in software. It 
has been growing on me just how much of modern 
manufacture is the business of tying in software. 
The example that we learned when we were down 
to talk to the good people of south-west England 
was that the Chinook disaster—the great failure of 
£250 million-worth of Chinook to get off the 
ground—was because the UK Government bought 
the helicopters but not the software, which was 
crucial for operating the helicopters. In the new 
marine technology, the software will be as 
important as the metal bashing. That is a great 
Irish advantage. I remember Joe Lee, the great 
master of Irish history, saying, “Well, that’s what 
we did in the 1980s—we went into software.” 
Scotland went into computer hardware, and there 
is not much of it left. That is a crucial area. 

13:00 
Another area is the ability to negotiate in Europe 

that the Irish have. That involves looking at the 
North Sea as something that we can use, initially 
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in carbon capture both to bury much of Europe’s 
carbon dioxide but also to increase North Sea 
yields, which we can then use as part of the 
collateral for the wind, tide and current-based 
technologies, which are the next generation, in the 
Atlantic and North Sea. We are not going to be 
backed in that work by conventional banking, but 
the people in the more orthodox industrial 
countries of Europe would back it. The industry is 
capable of enormous expansion, and if we can 
produce a blueprint that comes from the 
manufacturing, training and organised labour sides 
and what we called a day or two ago the 
progressive alliance—although it has rather 
disappeared now—we can get somewhere. It is an 
industry in which the small nations of these islands 
can take a lead. 

Paul Sweeney: I would like to respond to 
Stephen Deans—indeed, to the previous three 
speakers. Stephen asked about ownership. 
People might just say, “Ah, that’s just subtle 
protectionism.” I followed with interest the takeover 
of Cadbury, because before that Rowntree 
Mackintosh was taken over. Companies conduct 
takeovers then take the jobs over to wherever the 
head office is—maybe not overnight, but in time. 

You can do a lot of things to fiddle about, but the 
question brings us back to the key debate of 
corporate governance and shareholder value 
versus stakeholder value. Wendy Alexander made 
a point about public-interest tests, which must 
become part of the stakeholder value. I 
understand the arguments from those who defend 
shareholder value, although I do not think that 
there are too many of them, seeing as how the 
daddy of shareholder value, Jack Welch, says that 
it is rubbish and calls it “the dumbest idea”. 
Shareholder value does shake up management if 
there are quarterly results, but it also brings about 
silly decision making. That is what happens when 
the next quarter’s statement is what matters; it has 
happened, particularly in banking, but in lots of 
other areas too. 

The Germans and Japanese were mentioned. 
Japan’s economy is in trouble and I may be wrong 
on Toyota, but the manufacturers have generally 
been pretty good in Japan. The Koreans are the 
new rising country in manufacturing. I was in 
Vietnam recently, and I was impressed by what 
that country is doing, too. 

Let us be honest on the question of 
protectionism. The US does not allow the take-
over of companies—it has all kinds of hidden 
rules. In Sweden, one family—the Wallenbergs—
controls virtually the whole economy, although 
they happen to be a decent shower from what I 
read of them. They have all kinds of fun in 
Sweden: you can have 10 per cent of the vote and 
control 90 per cent of the company. The Germans 

have the two-tier board system, with those terrible 
trade unionists running terribly successful 
companies such as BMW. 

When it comes to bending EU rules, there is no 
one like France, while Ireland bows down to every 
EU rule that there is. Our printing industry is 
almost gone. As someone said, when it comes to 
public procurement, we give all the work away, but 
the French divide it up to be just below the 
threshold. You can call that protectionism, but 
sometimes you have to look after your own 
interests. 

Some of the stuff that we have heard over the 
past 10 or 20 years has been short-termist and 
self-defeating in the long run. The key is to move 
from shareholder value to a much more strategic 
approach. I am in favour of using industrial policy. 
In Ireland we do not pick winners through the 
Industrial Development Agency Ireland and Forfás 
when it comes to individual companies—we pick 
sectors that are growing. The west of Ireland is a 
centre of biomedical engineering and we have 
picked various other sectors. We picked software 
deliberately. The Government said, “That is a 
growing area. We will spend a load of money 
educating people to the fourth level in computer 
science and so on.” So, when the upturn came, we 
got in there. States can pick winners in the sense 
of growing industries. Of course, when other 
states start doing that we are all in trouble. 

The Convener: Do panel members wish to 
make any final comments? 

Tony Axon (UCU): I am the parliamentary 
officer for the University and College Union. It is 
our belief that to get out of this crisis we will have 
to grow a knowledge economy and a skilled 
economy—a lot more people are going back to 
university. There is a concern, which has been 
expressed around the table today, about how we 
will invest in research and development. It looks 
like the tax breaks might be going. Although the 
tax breaks have not brought about a huge change 
in the amount of research and development that is 
done in industry, taking them away might send it 
into a downward spiral. The banks are also not 
investing in new industries. 

We must think about how we will develop the 
new economy that we need. Without those 
impetuses to develop the new economy, we need 
to invest in the skills of the people to try to do it, 
but the problem is that we do not seem to have the 
finances to back that up. That will be an issue for 
Scotland if we do not make the necessary 
investment. 

Cathy Peattie: I represent the area that 
Stephen Deans talked about. It is an industrial 
area and Forth Ports operates in Grangemouth, 
which is one of the biggest ports in Scotland. Forth 
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Ports has been involved in developments around 
wind farms and biomass. It is involved in a host of 
developments and is the subject of a hostile 
takeover bid. All that work and all that 
development has been done in Scotland, and 
public money has gone into support it. Work is 
being done to look at freight links directly to the 
ports. I hope that it does not happen because that 
hostile takeover may not recognise any of the 
work that has been done. In Leith it will be about 
selling off land rather than developing the port 
when we should be developing seaways in 
Scotland. There is a concern that all of that work 
will be lost if someone comes in to make some 
money, strip assets, use a casual workforce and 
so on. 

In my area—there must be similar concerns 
throughout Scotland—there is concern and people 
ask what is the point of companies suggesting 
developments, looking at creating green jobs and 
developing the low-carbon economy if they can be 
taken over and all that can be lost? 

Ian MacIntyre (RMT): My comments are 
directed at Liam Berney and Paul Sweeney. Over 
here, we have a concessionary scheme for travel 
for the elderly and the disabled during off-peak 
hours. I wonder whether there is a similar scheme 
over in Ireland. My question relates to something 
that Paul Sweeney said about solid decision 
making. There is talk about either making changes 
to the scheme or cutting it completely. Have you 
experienced an impact on jobs or a cut in services 
in Ireland in relation to such a scheme? 

Liam Berney: There is in Ireland universal free 
rail travel at all times for old-age pensioners. The 
Government recently learned to its cost the power 
that old-age pensioners have. There is free 
entitlement to universal health care—it would 
probably be an oxymoron to put universal health 
care and charging together. Everybody over 70 
has a free medical card. The Government decided 
that it would have to restrict that benefit, but it 
changed its mind within 24 hours because it got 
battered by old-age pensioners—it was 
remarkable to see that. We are agitating for young 
people to do things but, given the power that old-
age pensioners have, it might be a better strategy 
to get them to agitate on our behalf. 

Paul Sweeney: Silver power. 

Liam Berney: Yes. As I said, there is a 
universal scheme, and there is no prospect of the 
Government going near it—it would be terrified of 
doing so. 

The Convener: Do any of the panel wish to 
make final comments before we break for lunch? 

Grahame Smith: On behalf of the STUC, I 
thank you, convener, for arranging today’s 
seminar. I thank particularly the clerks—Gail 

Grant, Janet Anderson and Stephen Imrie—for 
their support and assistance. We look forward to 
working with the committee on future inquiries. 

I would like to make one or two comments on 
the nature of the discussion that we have had, 
which has been really interesting. In my 
presentation, I focused on the impact of potential 
cuts in public expenditure. A number of issues 
came up in the discussion that I believe highlight 
some of the difficulties that may arise. Cathy 
Peattie raised the issue of child care from the view 
of support for individuals and for the child care 
infrastructure, which could be damaged if we face 
significant cuts in public expenditure at the level 
and speed that have been spoken about. It seems 
to me that no part of the public sector will be 
untouched in that regard, which is cause for 
concern. 

Robert Mooney’s point about procurement was 
also cause for concern. Stephen Boyd rightly 
made the point about competing objectives, but it 
seems to me that, if we are faced with significant 
public spending pressures, the emphasis on price 
and efficiency will become the overwhelming 
driver rather than some of the wider uses that we 
can make of procurement. I suppose that that links 
to the points that were made about an activist 
industrial strategy, which I totally agree is 
necessary. It could be argued that the Scottish 
Government has set out in its strategy for the 
economy its priority industries. It has industry 
advisory boards that have produced industry 
demand statements. It should be pointed out, 
however, that some of those are produced without 
the involvement of the wider stakeholders; they 
are produced principally by employers rather than 
with involvement from trade unions and others. I 
do not think that that in itself constitutes an activist 
industrial strategy. However, there is certainly 
something there on which we can build. 

I am not sure whether I picked up Wendy 
Alexander correctly—that she thinks that the small 
business bonus is a good thing. If we are looking 
at ways in which the state or public expenditure 
can support industry, I wonder whether the small 
business bonus, in the way that it is constructed, is 
a good thing. There may be other ways in which 
that level of investment could be used more 
strategically. There is another issue about aligning 
the public sector agencies and including in that the 
universities in order to address more effectively 
some of the challenges that we have in industries 
where we can see potential for growth—
renewables being very much in that category. 

Finally, I agree with what was said about 
requiring our banks—nationalised banks, if I can 
put it that way—to invest more. However, the 
committee may want to consider a more pressing 
issue in relation to the Scottish investment bank—
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The Convener: I thank you all for coming along, 
but I thank particularly Liam Berney and Paul 
Sweeney for coming across from Ireland to give us 
the benefit of the wisdom that they have learned 
from what happened there. I also thank Grahame 
Smith and Stephen Boyd from the STUC for their 
contributions. We are in interesting times in that 
the new coalition Government is being formed as 
we speak. I think that we will be surprised by how 
many of the key economic posts will be held by 
Liberal Democrats rather than Conservatives. So, 
some of what Wendy Alexander was concerned 
about may not be as bad as she feared. However, 
we will see what the detail of the partnership 
agreement is when it is published later today. Of 
course, within the next 12 months, the people who 
sit round this table might be somewhat different 
because of the Scottish Parliament elections. This 
is your chance to start influencing the parties on 
their manifestos for those elections. I am sure that 
you will take that opportunity over the coming 
weeks and months. Do not leave it too late, 
because I suspect that most of the manifestos will 
be ready by the end of the summer. 

it is certainly something that we will consider. The 
framework for the bank is there, but the key is the 
criteria to which the bank will operate. Early 
attention to the criteria will be essential, because it 
would be damaging if criteria were set that did not 
achieve some of the objectives that we all hope 
could be achieved from something like the 
Scottish investment bank, such as being able to 
make available longer-term and more patient 
finance to support the growth of new companies, 
particularly in industries where we have a 
comparative advantage and we see the potential 
for growth. Consideration of that would be worth 
while. 

Again, convener, I thank you for this opportunity. 
The STUC looks forward to continuing to work with 
the committee on its programme of work in the 
period ahead. 

13:15 
Paul Sweeney: Thank you very much for 

having us. It has been a pleasure. 

Thank you very much indeed. 

Meeting closed at 13:16. 
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