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Introduction 

Scotland has not escaped the consequences of 18 months of unprecedented 
global economic turbulence: statistics confirm falling employment and rising 
unemployment and that Scotland is descending into recession at a faster rate than 
the UK as a whole.   
 
The priority for Government at all levels must now be to avoid repeating the 
mistakes of the past. Recessions in the 1980s and 1990s and the disastrous 
labour market policies that accompanied them left Scotland with a legacy of lives 
ruined by persistent economic inactivity and communities decimated by the 
hollowing out of our industrial core.  Scotland continues to pay a very high human 
and economic price for the policy failures of the past.  
 
At this pivotal moment in Scottish economic history, it is essential that 
the Scottish Budget is used creatively and constructively to support a 
proactive response to recession aimed at: 
 

• Supporting vital public services which are increasingly important in 
recessionary times;  

• Providing effective assistance to the unemployed and workers at risk of 
redundancy; and, 

• Investing in areas such as skills and innovation that will help position 
Scotland to meet economic challenges post recession. 

 
2009-10 

The impact of the recession on the current year’s budget is difficult to quantify. The 
difficulties encountered in 2008-09 with higher than expected inflation and fuel 
prices are unlikely to be repeated, however, some negative effects on local 
authority revenues can be expected. The onset of increased social need as 
unemployment and hardship rise will put budgets and services provision under 
increasing strain although the major impacts in this respect are likely to be in the 
medium to longer-term.   
 
2010-2011 Budget 

As recognised in the Committee’s call for evidence, there will be increased 
pressures on the 2010-11 Budget due to the capital expenditure already brought 
forward and the consequences of the ‘efficiency savings’ announced in the UK 
Budget. The STUC has serious concerns over what this will mean for the economy 
as a whole and the pay and terms and conditions of public sector workers: 

 
• The STUC shares the widespread scepticism over the growth forecasts 

announced in the UK Budget and believes that Scotland could still be in 

 



 

recession in 2010 or, at best, in a very weak recovery. The scale of 
monetary measures undertaken over the past 8 months together with (we 
would argue wholly insufficient) fiscal measures are bound to have a 
positive effect on the economy. However, until the ‘credit crunch’ abates 
and money becomes widely available at reasonable cost, any recovery is 
likely to be fragile. Therefore, we strongly believe that the both the timing 
and scale of these ‘efficiencies’ is wrong and potentially hugely detrimental 
to the prospects for economic recovery next year; 

 
• Similarly, the pressure for wage freezes in the public sector will grow with a 

related and potentially serious impact on demand;  
 

• The STUC does not believe that this level of cuts can be achieved without 
jobs being lost. It is worth noting that all the ‘quick wins’ on efficiencies have 
already been achieved. If this level of cuts were achievable without job 
losses then they would have been identified and acted upon years ago; 
and, 

 
• The pressure for undemocratic shared services is bound to increase 

despite the lack of an evidence base demonstrating that costs are achieved 
in the long-run. In any case, savings come much further down the line and 
the costs associated with reorganisation guarantee that spending would 
have to rise in the short-term. 

 
Longer-term demands/cost pressures 

Unemployment 
 
In their recent paper, What Should be done about rising unemployment in the 
UK?  the Committee’s adviser Professor David Bell and Professor David 
Blanchflower pose the question: why do we care about unemployment? The 
authors cite the following reasons: 

1

 
• Because of the lost output involved. During a long period of unemployment, 

workers can lose their skills, causing a loss of human capital; 
• Unemployment is a stressful life event that makes people unhappy; 
• Unemployment increases susceptibility to malnutrition, illness, mental 

stress and loss of self-esteem, leading to depression.  
• Increases in the unemployment rate tend to be associated with increases in 

the suicide rate. The unemployed  appear to have a higher propensity to 
commit suicide; 

• Being unemployed can increase the life expectancy of workers; 
• Unemployment increases the probability of poor physical health outcomes 

such as heart attacks in later life; 
• The long-term unemployed are at a particular disadvantage trying to find 

work; 
• Unemployment while young, especially of long duration, causes permanent 

scars rather than temporary blemishes. For the young a spell of 
unemployment does not end with that spell; it raises the probability of being 

                                                      
1 http://www.bankofengland.co.uk/publications/speeches/2009/speech379paper.pdf  
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unemployed in later years and has a wage penalty. These effects are much 
larger than for older people; 

• As unemployment rates increase, crime rates tend to rise, especially 
property crime; 

• Increases in the unemployment rate, lowers the happiness of everyone, not 
just the unemployed. The fear of being unemployed in the future lowers a 
person’s subjective well-being. 

 
This list suggests that the longer-term costs associated with rising unemployment 
are likely to be substantial and that they will rise in line with the length of 
unemployment experienced. Therefore, although we recognise that flexibility is 
limited, spending now to limit the extent and duration of unemployment is likely to 
represent very good value in the longer-term for the Scottish Government. 
 
Economic Development 
 
The global economy will eventually recover from the current crisis and it is 
therefore vital that Government and business should continue to invest in ways 
that will support sustainable growth in the longer-term. Key areas include 
education and skills, innovation and infrastructure.  
 
The STUC is concerned that jobs and skills will be lost during the current 
recession from firms whose long-term prospects would be healthy were it not for 
difficulties in accessing affordable credit. Therefore, we have argued for a short-
term targeted wage subsidy programme along the lines of the PROACT2 initiative 
in Wales.  
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2 http://www.business-support-
wales.gov.uk/assembly_government_support/business_training/proact.aspx  
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