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The STUC’s Budget Submission 20091 argued that the current state of the 
economy is such that a further, substantial stimulus of around 2% of GDP was 
required to sustain jobs and boost investment in potentially job-rich emerging 
industrial sectors. In doing so, we noted that; 
 

• others were calling similar or larger stimulus measures. For instance Danny 
Blanchflower of the MPC had called for a package of around £87bn and the 
NIESR for a package of £30bn; and, 

• such an approach would help prevent the problems of previous recessions 
(rising long-term economic inactivity, youth unemployment etc) from 
becoming embedded. 

 
Drawing on recent research by the Work Foundation and Professors Bell and 
Blanchflower, the STUC argued that the stimulus should be focused in the 
following areas: 
 

• Targeted tax cuts for low paid workers and benefit increases. 
• Public works programmes to help boost demand and to help set the 

economy on a sounder footing to face the challenges of the future; 
• a publicly funded short-time working scheme, to encourage employers to 

retain and upskill workers; and, 
• Enhanced support for the unemployed. 

 
The STUC did not seek to stipulate the proportion of the package that should be 
spent in each area. 
 
However, the TUC’s Budget Submission published after the STUC’s, did define 
how it believed the money should be spent. Calling for a public investment 
programme of £25bn, it argued that it should be spent as follows: 
 

• £1.2bn for a short-term working subsidy; 
• An intermediate labour market programme of £2bn; 
• A tax credit stimulus of £3.5bn; 
• £1.5bn to increase JSA; 
• £16.8bn for a green public works programme. 

 
The STUC does not in the current circumstances possess resources to devote to 
accurately estimating the proportion of this package that would have resulted in 

                                                      
1 A Budget for Jobs, STUC, April 2009 
http://www.stuc.siteiscentral.com/files/Budget%20Submissions/2009/Budget%20submission%2020
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consequential increases for the Scottish Budget. The total benefits would have 
been substantial although clearly elements of this spending package (tax stimulus, 
JSA) would never have come near the Scottish Budget. 
 
Whether or not this additional spending would have resulted in additional spending 
cuts for Scotland further down the line is a moot point given that the aggregate 
impact would have mitigated the length and depth of the current recession and 
provided much needed investment in emerging industries. The STUC strongly 
believes that the aggregate impact on the economy and public finances would 
have been positive. 
 
Also, the STUC does not believe that the current deficit must be paid down 
through public expenditure cuts alone. As William Keegan commented recently in 
the Observer, ‘at present taxation is only 33-34% of gross domestic product. It was 
38% in the mid-Thatcher period. There is plenty of scope for correcting the fiscal 
position once we are out of this trough’. 
 
Proact 
 
The Committee requested further information on the Proact initiative in Wales. 
This is attached at Annex A.  
 
It is the STUC’s current understanding that the funding for Proact has recently 
been enhanced and extended for the financial year 2009-2010. 
 
Further information is available on the Proact website: http://www.business-
support-wales.gov.uk/pdf/ProAct%20flyer%20English%20VERSION2.pdf  
 
A Wage/training subsidy programme for Scotland 
 
The STUC acknowledges that wage/training subsidy programmes run the risk of 
incurring high deadweight costs i.e. subsidy programmes might provide public 
money to firms who can afford to pay the wages and/or training costs or the 
funding might be used to sustain inherently unviable companies for a short-period. 
Of course, neither is desirable. 
 
However, we also note that many countries implement such schemes as a first 
response to recession2. This helps save jobs in firms that are inherently viable but 
may be struggling with, as in the current recession, the consequences of a sudden 
and largely unexpected collapse in global demand. Such initiatives also help retain 
skills which are often strategically important to the economy. 
 
A Scottish scheme should not be available indefinitely. As with Proact and the 
various European initiatives, support should be time limited, targeted at firms in 
need and with strong long-term prospects and only available to subsidise a 
proportion of workers’ previous wages.  
 

                                                      
2 Schemes are currently operational in Germany, France, Spain, the Netherlands and Italy. 
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Such support would enable employers to avoid immediate redundancies and 
retain essential staff and skills – making business success more likely in both the 
short and longer term. It would also reduce the personal and social costs incurred 
by long-term unemployment and increase economic demand by limiting the 
income reductions faced by workers on short-time hours or temporary lay offs. If 
linked to training, it would enable longer-term workforce investment. The 
experience from Wales shows that such a scheme could be introduced quickly – 
Proact was conceptualized in November 2008 and began operation in January 
2009. 
 
It is the STUC’s understanding that senior officials in the Scottish Government are 
extremely reticent about a wage/training subsidy programme because of legitimate 
fears over deadweight costs. However, the STUC would contrast this conservative 
approach with the introduction of the Small Business Bonus Scheme which was 
implemented across the board despite the obvious potential for massive 
deadweight. 
 
Finally, in order to help address these concerns, the STUC believes that the 
assessment of bids should be overseen by a specialist panel along similar lines to 
Proact. The panel should include business representatives from sector, 
representatives from Scottish Enterprise (it might be helpful to establish 
arrangements to allow rapid engagement with the priority industry teams) and SDS 
and a trade union nominee from the sector. Included within the set criteria should 
be a requirement for the company to explain how the workforce was involved in 
formulating the bid. 
 
Regulation 
 
During the evidence session of 5 May, Linda Fabiani MSP raised the issue of 
regulation, rightly referring to the divergence of views between the STUC and 
employer representative organizations on this matter.  
 
The STUC believes that there is no other public policy concern where the rhetoric 
is so obviously in conflict with the evidential base. We published a paper in 
December 2006, Challenging the Red Tape Myths3, which we hope to update in 
the coming year. We are entirely confident that the conclusions continue to hold. 
The Committee may wish to consider the following evidence for a start: 
 

• The UK is ranked 6th out of 175 countries in the World Bank’s Ease of 
Doing Business rankings4; 

 
• The OECD recently constructed a composite policy indicator of flexibility 

which ranked the UK the highest among all OECD economies5; 
 

                                                      
3 Challenging the Red tape Myths, STUC, December 2006 
http://stuc.siteiscentral.com/files/Forum%20papers/Challenging%20the%20Red%20Tape%20Myth
s.pdf  
4 http://www.doingbusiness.org/EconomyRankings/  
5 Product Market Regulation in OECD Countries, OECD Working Paper no 419, April 2005. 
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• A recent PricewaterhouseCoopers survey demonstrated that the UK has 
the 4th lowest ‘total tax burden’ out of 22 OECD countries surveyed and is 
5th in terms of the time required to comply with the tax burden6. 

 
These are authoritative reports from credible sources. (Of course, it is helpful to 
bear in mind that scoring high on ‘ease of doing business’ is not necessarily 
consonant with high investment, high productivity, economic success or a better 
society).  
 
Employer representative bodies purport to be strong believers in sustainable 
economic growth. Therefore, the STUC continues to find their systematic 
undermining of Scotland as a business location thoroughly perplexing.  
 
STUC 
May 2009 
 
 

                                                      
6 The Economist, 18-24 November 2006 

 



 

ProAct (Workforce Development Programme) Public Brief 22 January 2009 
 
ProAct is a new pilot scheme which was announced at the 3rd Economic Summit 
on the 5th December 2008. The scheme seeks to provide training assistance to 
businesses that are suffering during the economic downturn, but who otherwise 
were inherently viable. The scheme will run on a selective basis, and will provide 
financial support for employees to undertake training and, as an innovative new 
measure, will also provide support towards wage costs whilst training is underway. 
The scheme will be flexible and designed to meet the needs of individual 
businesses. Funding of up to £2000 per individual will be available to support 
training, and a further £2,000 for a wage subsidy whilst this training is being 
undertaken.  
 
The scheme will be piloted between January and March 2009, and if successful, 
and subject to successful ESF funding bids, will be expanded in April 2009 to 
cover a wider range of sectors.  
 
There will be eligibility criteria set for any companies wishing to apply for this 
funding, these will be that  
They are able to demonstrate that they are currently on short-hours working to a 
minimum of 20% (1 day a week) and that, 
They are considering redundancies should they not be able to secure funding from 
ProAct 
A maximum level of 100 employees will be able to draw down this funding per 
company in order to ensure compliance with European State Aid (with a facility to 
increase for exceptional cases) 
 
We will aim to target ProAct support at inherently competitive businesses in the 
priority sectors for the Welsh Economy. The main focus for the pilot work will be 
the Automotive sector and accordingly, officials are working closely with the Welsh 
Automotive Forum, Welsh Manufacturing Forum, SEMTA, and representatives 
from DE&T to help companies through the application process and help them 
access funding that may be available to them to help prepare for the economic 
upturn. 
 
Sectors outside of the Automotive sector are still able to apply for funding and 
should in the first instance contact the Hotline on 0845 60 661 60 to register their 
interest and to receive the necessary information and forms. 
 
 
ProAct and Apprenticeships 
 
Following discussions with employers and industry representatives we are able to 
offer support for the continuation of Apprenticeship places through ProAct. 
Employers wishing to apply for support for Apprentices should complete the 
business case clearly detailing the support that is needed. In this case the funding 
provided under ProAct will be limited to the wage subsidy element as the funding 
for training will continue to be met from within existing provision. 
 

 


