MEMORANDUM
Response to:
Scottish Parliament European and External Relations Committee

From:

The Scottish Council for Development and Industry

FRESH TALENT INQUIRY
Summary of Main Points and Recommendations

· SCDI calls for the establishment of a Scottish Centre for Economic Migration Studies in order to better understand the reasons for both in and out migration, and Scotland’s strengths and weaknesses.
· Current figures record students’ location and employment just six months after graduation, and it would be interesting to see figures after a longer period of time in order to see just how successful Scotland is at retaining graduates.
· Scotland’s population is ageing, as well as declining, and it is vital that Scotland can retain as many young people as possible.  In order to achieve this, our cities need to offer the opportunities and quality of life to compete with other areas of the UK and beyond.
· Scotland’s talent pool must be used to its maximum and not inhibited by problems such as age, sex and racial discrimination.
· The problem of a reduction in the number of people of working age can be ameliorated by helping the economically inactive to enter the labour market.
· SCDI welcomes the principle of the Fresh Talent Initiative and the contribution that people coming into Scotland can make by forging a vibrant and cosmopolitan workforce.
· SCDI questions whether the Fresh Talent Initiative is sufficiently robust to address the demographic issues faced by Scotland.
· SCDI welcomes the scheme to allow graduates to stay on for an extra two years after graduation, but feels that this incentive to stay in Scotland is being undermined by the Home Office, which has increased the cost of student visas and introduced an additional obstacle by taking away the right of appeal on visa applications.
· SCDI calls on the Executive to ensure that Fresh Talent better targets people matched to the jobs likely to be available and the skills gaps in Scotland.
· Fresh Talent must focus on the retention of workers in Scotland, and not just attraction of people to Scotland.
· Support is required for employers who must take into account the social, moral and cultural responsibilities of taking on foreign workers.
· Fresh Talent must be an overall, horizontal objective of the Executive which is fed into all Executive policies, rather than being a stand alone initiative.
· An advisory group involving a cross section of the deliverers of Fresh Talent should be established so that policy evolves which reflects best practice.

Introduction

1.
The Scottish Council for Development and Industry (SCDI) is an independent economic development organisation that strengthens Scotland’s economy through the formulation and promotion of innovative public policies to encourage sustainable economic prosperity.  Its members are drawn from businesses, local authorities, trades unions, educational institutions and the voluntary sector.
2.
SCDI welcomes the Committee’s decision to undertake an inquiry on what needs to be done to address Scotland’s demographic problems and the Fresh Talent Initiative which aims to address these problems, and is pleased to provide the following written evidence to the Committee.
3.
Scotland’s population is both falling and ageing, and SCDI, in its Policy Agenda 2005, called for an inquiry into the effects of these changes on the Scottish economy.  In addition to immediate action, SCDI also recommends longer term work be undertaken through the establishment of a Scottish Centre for Economic Migration Studies.
Demographic Trends
4.
It is clear from figures produced by the Registrar General for Scotland (http://www.gro-scotland.gov.uk/statistics/index.html) that Scotland’s population is on a long-term downward trend.  Over the last ten years (1994 to 2004) Scotland’s population has decreased from 5.1 million to 5.08 million.  Scotland is suffering from a problem not uncommon in the developed world; a natural decrease in population caused by the number of births being less than the number of deaths.  This in itself is not a problem if it is compensated for by net in-migration.
5.
As recent figures have shown, Scotland is recording net in-migration, with around 9 000 more people moving to Scotland between mid-2002 and mid-2003 than the number who moved away.  SCDI is encouraged that Scotland attracts more migrants, per head of population, than most of the UK, resulting in a short-term population increase.  However, only the new accession states in Eastern Europe have projected population decline which exceeds Scotland’s, as the high level of out-migration is projected to continue to be an issue.  It is important that this short-term increase is translated into a long-term trend of population growth.  It is still unclear as to whether recent increases in births and people migrating to Scotland will be sufficient to change the long-term trend of a declining and ageing population.
6.
The Registrar General acknowledges that migration is very hard to measure, and certainly much harder than births and deaths.  Over half of in-migrants to Scotland come from Europe and the US.  Those coming from within the UK and from the European Economic Area are not required to register their migration.  It is also difficult to measure the numbers leaving Scotland.  A Scottish Centre for Economic Migration Studies would allow more accurate numbers to be obtained, and could also undertake work which would analyse the reasons for both in and out migration.  This would better allow Scotland to understand its strengths and weaknesses, which could then be addressed.  We note that there is work being undertaken on Scotland’s demography and economic performance but feel that there needs to be a much more prioritised and systematic approach to carrying out research.  Co-ordination of research and its findings to allow a better picture of the problems, issues and possible solutions to the population decline in Scotland is required.  A Scottish Centre for Economic Migration Studies could provide this co-ordination and direction.
7.
Although there has been a downward trend in the number of births for many years, it is encouraging to see that there has actually been an increase since 2002.  The number of births was the lowest ever recorded, at 51 270, and the provisional figure for 2004 of 53 957 is the highest for five years.  However, whether this is a blip, or a sustainable trend, it is important that as many as possible of these young people and potential members of our labour market remain in Scotland.  This increase in births can only result in benefits for Scotland should these individuals remain in Scotland during their working life.
8.
Perhaps the greater problem for Scotland’s economy is the fact that the age structure of the population is changing and Scotland’s population is ageing.  The decline in births means that, looking forward, Scotland will see proportionally less people in the working age brackets.  The Registrar General projects that the working age population will reduce from 62% of the total population in 2003 to 56% of total population in 2043, taking into account the change in the pensionable age for women.
9.
It is clear that a reduction in the labour force, as a share of total population is likely to lead to problems for Scotland’s public services and its economy.  This problem is likely to be further exacerbated unless the Scottish population becomes an increasingly productive, high earning work force.  An example of this in Scotland has been the agricultural sector, where mechanisation has increased productivity significantly.  
10.
SCDI is encouraged to see that Scotland has changed from a country of emigration to one of net in-migration.  However, in determining issues for Scotland and its population it is not possible to look purely at migration figures, but also at their composition.  For example, should Scotland experience a high in-migration of 25 000, but a large share of in-migration is retirees, whilst the out-migration is mostly young skilled workers, then this would lead to stark problems for the Scottish economy.  According to recent figures by the Registrar General, Scotland has net migration gains at ages 19 and 20 – it has to be presumed that this is largely caused by students coming to Scotland for study – and net migration losses at ages 23 and 24, indicating that students are not remaining in Scotland once their studies are complete.  This leads to the issue, which SCDI believes is fundamental in addressing Scotland’s demographic problems, of retention being far more important than attraction.  Figures for students remaining in Scotland after having studied at Scottish higher education institutions show a rising trend.  However, these figures record students just six months after graduation, and it would be interesting to see figures after a longer period of time in order to see just how successful Scotland is at retaining graduates.  
11.
The fact is that, in a period of natural population decline, Scotland must compete with the rest of Europe, and the rest of the UK for migrants, and the type of migrant it requires.  As noted above, it is vital that Scotland gains in the working population age brackets.  It is therefore disappointing to note that in terms of net migration to the rest of the UK, Scotland lost people in the 16-24 and 25-34 age bands.  It is also disappointing to note the high level of out-migration to London (at over 800 in 2001, London was the area in the UK which gained the highest number of migrants from Scotland), which illustrates that Scotland’s cities have difficulty retaining skilled young people and are clearly not offering the salaries, opportunities and experience to encourage them to remain.
12.
With the labour market the primary concern, it is worrying to note that within the UK, the net gains for Scotland were of people who were students, unemployed and economically inactive.  The net losses occurred in employed people primarily those in professional and technical occupations.    
13.
That Scotland is losing ‘talent’ cannot be denied when it is considered that there was a net loss of over 4000 people with  degrees or higher qualifications from Scotland to the rest of the UK in the year 2000-2001.  Figures show that younger people tend to be attracted to cities and university areas, whilst older people are attracted to rural areas.  The fact that rural areas were the main gainers of migrants for Scotland shows that more needs to be done to ensure that Scottish cities offer the opportunities and quality of life, to retain young people, and workers in general.  As mentioned above, this is an area which could be investigated by a Scottish Centre for Economic Migration Studies.
Problems arising from these demographic trends 
14.
A dynamic and knowledge based economy, as aimed for by the EU’s Lisbon Strategy, and a “Smart, Successful Scotland”, requires an enterprising and skilled population.  A falling population means that the pool of talent available is diminishing and this problem is further compounded by an ageing population and a reduction in the number of those of working age.  This problem can be ameliorated if the talent pool is used to its maximum and is not inhibited through problems such as age, sex and racial discrimination.  As the pensionable age for women rises and the increase in workers over the age of 50 continues, attitudes must change.  In addition, the problem could also be aided by encouraging and helping the economically inactive of working age to enter the labour market if possible.  Figures for January to March 2005 show that of the 1.48 million economically inactive in Scotland, 630 000 are of working age.  This number represents a large un-utilised resource for the Scottish economy.  
15.
Scotland already has a high level of employment and a tight labour market.  Whilst, our high level of employment should be welcomed, it must be hoped that the labour market does not tighten to such an extent that workers required to meet skills gaps cannot be found.  A sector which has been brought to the attention of SCDI as experiencing difficulties in recruiting labour is the agricultural sector.  Despite moves towards mechanisation and increased productivity, the sector continues to require considerable amounts of seasonal labour.  This tends to be sourced from abroad because, although wages are set above the national minimum wage, local labour is almost impossible to recruit.
16.
As is the case for so many of the issues, it is unclear in the relationship between growth and falling population, which is the cause and which is the effect.  If it is the case that falling population reduces growth and economic opportunities then Scotland will find it harder to attract, and to retain ‘talent’ and this will further exacerbate the problem of population decline.  Even if population decline does not, in itself, reduce growth, it creates a perception as to the “economic health” of a place and can have an effect on the confidence and vibrancy of a country.  
17.
For certain areas of Scotland, one of the most alarming aspects of the trends presented by the Registrar General is the tendency for young people to migrate towards cities and for in-migration to the rural areas of Scotland to remain, for the majority, the place of older age brackets.  Concentration of population continues around larger settlements whilst remote areas continue to suffer from out-migration.  Although trends for the Highlands and Islands show a population increase it must be questioned how much of this is seen outwith Inverness.  In the year to 2004 the population in the area of Highland Council grew by 1.1%, whilst the population of the more remote parts of the Highlands and Islands such as the Western Isles and the Shetland Islands grew by 0.6% and 0.3% respectively. 

18.
Population decline can threaten public service, as well as private sector, sustainability in certain remote areas where the provision of these services is one of the key factors in attracting people to the area.  
In your view, how far is the Fresh Talent Initiative an appropriate or sufficient policy resource?
19.
SCDI welcomes the principle of the Fresh Talent Initiative and the objectives it is attempting to achieve.  There is no question that the demographic trends facing Scotland must be addressed and SCDI welcomes the contribution that people coming into Scotland can make, by contributing to a vibrant, cosmopolitan workforce. However, SCDI questions whether the Fresh Talent Initiative and its four component parts are sufficiently robust to address the issues touched upon above.
20.
The idea of promoting Scotland as a place to live and work is commendable, however, the measures introduced under Fresh Talent are not necessarily wide enough to achieve this.  SCDI wishes to see the Executive being more ambitious in terms of what could be achieved through Fresh Talent, and the number of workers which could be attracted.  The target of 8 000 per year is not large enough to adequately address Scotland’s demographic issues.  This lack of ambition is highlighted when this target is compared to that of Ireland.  Comparable to Scotland in that it is a small, English speaking country which is recogniseable across the globe, Ireland has attracted 85 000 migrant workers from the new EU Member States since enlargement last May, and has set a target of an additional 30 000  workers per year over the next ten years.
21.
The objective of ‘Promoting Scotland as a Place to live and work’ was one of the four areas of work initially launched under the Fresh Talent initiative.  Whilst the idea of a Relocation Advisory Service is welcomed, SCDI questions whether this service will attract migrants in sufficient numbers and whether it does enough to promote sectors where there are skill shortages.  It is important to try to match skills and employment opportunities.
22.
The objective of ‘Promoting Scotland as a Destination for People Applying for UK Work Permits’ is a good idea in principle.  For this to work to its optimum Work Permits UK and its staff must be fully briefed on Fresh Talent and on the full range of opportunities for working in Scotland in order to ensure that a clear message and information are given at a Scottish and UK level.  SCDI welcomes the development of a toolkit for businesses to explain the work permits scheme, but it must be ensured that this toolkit is widely disseminated in order that the work permits scheme is understood by, and accessible to, all organisations which could make use of it.
23.
The third objective of ‘Encouraging Students at Scottish Universities to Stay in Scotland’ is actually relevant not only to universities, but also to Scottish colleges, which also attract foreign students.  SCDI welcomes the scheme which allows students to stay on for an extra two years after graduation in order to try and find work, and is also supportive of the extension of this scheme to those studying for HNDs.  It is clear that this scheme is a unique selling point for Scottish universities and colleges, and has raised the profile of Scotland, and its welcoming inclusive society.  However, in order for this scheme to be successful it is vital that the information being passed to potential students is correct and that all agencies involved in this work are providing the same information.  It is also vital that the experience of students who come here lives up to the adverts.  In order to achieve this, students need help in integrating into Scottish life, and into the community where they live.  In addition, simple moves such as reversing the increases in visa costs help the overall image a student has of Scotland.  The initial cost of a visa for students from outside the EU has been more than doubled from £36 to £85, and the cost of international student visa extensions has been doubled to £500.  The Home Office has also removed the right of appeal on student visa applications.  By setting these increases and obstacles the Home Office is undermining the idea of Fresh Talent, and this must be reversed.  To operate at its optimal Fresh Talent must receive the full support of the Home Office, and all relevant Government departments. 
24.
The fact that there is net in-migration of 19-20 year olds demonstrates that the academic reputation of Scotland’s institutions is attracting students to Scotland.  This potential must be built upon.  One problem with this part of Fresh Talent could be that once granted the two-year extension there is no way to ensure that students stay in Scotland and do not move around the UK.  The only way to retain graduates during this time is to provide the opportunities and quality of life so that students have as many reasons as possible to stay in Scotland.
25.
SCDI welcomes the idea of ensuring that all visitors receive a good first impression of Scotland.  However the content of the Milligan Report was mostly ‘window-dressing’.  Many of the recommendations are already being undertaken by VisitScotland and its staff.  SCDI does, however, welcome the acknowledgement of the important role played by transport, and the benefits of having a modern, efficient transport infrastructure, although the connection with Fresh Talent, as with the Financial Services Strategy, is rather tangential.  
26.
As well as questioning the effectiveness of Fresh Talent, SCDI also questions whether it is targeting the people really needed to fill the gaps in the Scottish work force.  Although the Relocation Advisory Service is open to all, the real emphasis of Fresh Talent appears to be on graduates and diplomates.  Although graduates are certainly in great need in areas such as the oil sector, there are many sectors which are suffering trades skills shortages.  SCDI questions whether the Executive has done enough to target the skilled people Scotland really needs.
27.
SCDI commends the work undertaken by Futureskills Scotland in order to understand the future needs of the Scottish labour market.  However, SCDI urges the Scottish Executive to take greater cognisance of this work and we believe that it should have a strong input into the Fresh Talent Initiative.  Fresh Talent should evolve to respond to changes in the Scottish labour market and the Scottish demographic.  People must be matched to the jobs likely to be available and the skills gaps in Scotland.
28.
The Labour Market Projections 2004 produced by Futureskills Scotland gave predicted trends for 2003-2008.  These showed a likely growth in the number of jobs of 500 000.  It is predicted that this growth will require new employees with qualifications at all levels, not just graduates.  It is also necessary to look long term and consider the gaps that will be created as people retire and leave the work force.  For example, although it is projected that the number of jobs in construction will fall by 11 000, there will still be a need for 22 000 new workers to replace those who leave the industry or retire.  As more and more school leavers are going on to further and higher education it must be questioned who will fill these gaps.
29.
SCDI believes that the current emphasis of Fresh Talent is aimed too much to the attraction of people to Scotland, rather than retention.  For students to remain in Scotland after their studies, the opportunities need to exist for them not to feel they have to move to London or further afield to reach their potential.  It is not uncommon for 100 graduates to apply for a single modestly paid post.
30.
SCDI is also concerned at the lack of detail on what measures are to be put in place/have been put in place to welcome and integrate people into Scotland and Scottish life.  Whilst the Relocation Advisory Service offers advice for people prior to coming to Scotland, it is important that these employees, and employers, feel that they have sufficient support to help with the wider issues of integration once the workers have arrived.  The employer must take into account the social, moral and cultural responsibilities of taking on foreign workers.  These responsibilities are wide ranging and require support.
31.
Often there is a need for translation services.  For example, contracts, health and safety instructions and training may all have to be given in the worker’s mother tongue in order to ensure full understanding.  In addition, for workers to settle in Scotland there is a need for adequate affordable housing.  This brings into focus the issue of the wider infrastructure and public service needs which includes access to doctors and dentists.
32.
The Executive must consider these wider public service issues and take cognisance of the fact that if workers are to be attracted to Scotland and want to stay here, they will want Scotland to be a good place to bring their families and to raise children.  
33
SCDI is aware of support for businesses employing migrant workers.  However, this should be available to businesses across Scotland and should not be determinant on which area they are based.  There should also be support for employers to help them understand the cultural and religious differences which could be encountered.
34.
SCDI supports the Fresh Talent Initiative in principle.  However, we believe that it could be working more efficiently and effectively if there was a more inclusive strategy involving more partners.  The steering group which was involved in forming the policy had a very limited membership.  A major strand of the policy is focused on university students and graduates, making the universities a principal deliverer of the scheme.  Despite this, neither Universities Scotland nor one of the universities was represented on the group.  In addition, the Executive appears to have taken little instruction from private sector organisations which have been recruiting workers from abroad for years.
35.
There is a wide disparity in the level of success and implementation of Fresh Talent across Scotland, with areas such as Aberdeen having great success in recruiting foreign workers to fill skills gaps.  SCDI proposes the establishment of an advisory group involving the deliverers of Fresh Talent to ensure that the policy evolves to take into account the experiences of those delivering it.  This would also allow for the sharing of experience and best practice.
36.
As is the case with the whole workforce, lifelong learning is crucial in improving productivity and supplying Scotland with a quality workforce.  On-going investment in education and training is necessary and services available must take into account the needs of migrant workers.  
37.
In general, ensuring that companies have workforces that are suitably trained and incentivised will be aided by good quality workplace relations where the workforce has an appropriate voice within the company.  This is particularly important for foreign workers.
38.
Scotland should be a multi-cultural, cosmopolitan and inclusive country, and the Executive has a role in fostering this amongst the Scottish population. One way to foster a more cosmopolitan attitude is to encourage language training for all ages, which also includes studies of different cultures.  SCDI is supportive of all work undertaken to fight racism and discrimination.  However, this must be done in the context of seeing a diverse population as an economic opportunity rather than a problem.  This could be aided by ensuring that the Scottish population is informed of the principles behind fresh Talent, and the press also has a role to play by ensuring they do not encourage minority views of migrant workers as ‘stealing jobs from Scottish workers’.  It has been brought to the attention of SCDI that there are instances of local resistance to the employment of migrants workers.  Not only does this discourage employers from employing migrant workers for fear of damaging their business, but this also reverses all the work done to try and ensure Scotland is a welcoming country.  This is a huge barrier to the retention of workers.  
39.
The issue of attracting people to Scotland is one which impacts on all areas of Scottish life and is one which must be embraced by all groups of Scottish Society.  Fresh Talent must be an overall, horizontal objective of the Executive which is fed into all Executive policies, rather than being a stand alone initiative.  Fresh Talent should not only be promoted abroad but must be promoted within Scotland as a policy to be embraced.

40.
Outwith Scotland, SCDI notes with interest the proposed points-system for immigration to the UK and the proposed European green card programme.  We urge the Scottish Executive to ensure that there is a Scottish dimension to UK immigration policy and that points allocated to those wishing to come to Scotland reflects the needs of the Scottish economy.  We would welcome any policy which will help to match people wishing to migrate to Scotland with opportunities.
Tracy Walker
Public Policy Officer
The Scottish Council for Development and Industry
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