Manufacturing Trade Associations - Meeting with the Deputy First Minister
Scottish Parliament — 10 October 2024

Attendees:

Deputy First Minister

Paul Sheerin (CEO, Scottish Engineering)

Warrick Malcolm (Scotland Director, ADS)

[REDACTED], (Economic Development Directorate, Scottish Government)
[REDACTED], Scottish Government)

Following introductions, Paul Sheerin thanked the Deputy First Minister (DFM) for
meeting them. He outlined the background to their recent skill survey, noting that he
and industry members noted the need for hard data to test the oft-repeated
anecdotal concerns of membership that we were rapidly moving to a skills shortage
crisis in the industry. This is the single biggest issue inhibiting the meeting of the
sector and Scottish Government’s shared ambitions i.e. the realisation of many of
the huge economic opportunity areas outlined in NSET and other strategies.

Paul noted the survey was difficult to conduct. Nevertheless, for the first time, they
had some objective data showing the extent of the gap between the likely demand
for certain roles across the manufacturing sector and the system’s capacity for
training. This latter point included those within industry where there was a large gap
in the intent to train vis-a-vis the intent to recruit. Such issues led to wage-flation and
greater impacts on competitiveness. This had the scope to impact on inward
investment opportunities or, once secured, their full realisation.

A repeated point made was that the most impactful step that could be taken was to
fully fund apprenticeships at the level of demand. Scottish Engineering estimate that
only one-fifth of current demand is currently met. In their view the tax take for
vocational training places would fund the additional cost and steps were needed to
incentivise SMEs to take on a larger share of apprenticeship training, similar to steps
taken in the EU.

The DFM confirmed the centrality of manufacturing to SG’s economic ambition. She
noted recent engagements she had undertaken highlighted the need to ensure a
Scotland wide response with rural areas struggling for tenders in the area of
housebuilding, a related issue in order to meet large economic

opportunities. Discussion had highlighted the scale of the likely demand. She noted
it was important to not confuse population with skills. Was there sufficient interest to
fill the level of demand?

Warrick and Paul confirmed the popularity of recent exercises to recruit Modern
Apprentices. One employer had had 600 applications for c. 10 places. While effort
was needed to improve diversity - something they were working hard to move the
dial on — he also felt that it would not take much to incentivise SMEs. The example
of the apprenticeship incentive grant post-Covid had seem figures return to near pre-
Covid levels in just one cycle. The tipping point may therefore not be too high.



The DFM was keen to understand these figures better and see where the public
sector can go further. She noted the proximity of the forthcoming budget but that
budgets following may offer an opportunity to move further. Paul noted he
appreciated this honesty but that this timeframe was not aligned with the pace his
members felt was needed. Warrick noted ADS and its members would fully support
efforts to align. The inward investment opportunities provided incentive to transform
as did export ambitions.

The DFM thanked Paul and Warrick for their time and the emphasis they had placed
on aligning skills with inward investment opportunities. She noted there were two
key takeaways and actions from her perspective. Firstly, she had valued their
perspective on funding and, secondly, she was very keen to understand the numbers
more fully i.e. apprenticeship demand levels vis-a-vis scope to deliver. What wider
evidence was there to inform our overall position and response?

Meeting ends



Farnborough — Meeting with ADS Scotland - 23 July 2024

Attendees

Tom Arthur - Minister for Employability and Investment
Warrick Malcolm — Director, ADS Scotland

Stuart Gallacher — Chair, ADS Scotland

[REDACTED] - Scottish Government

[REDACTED] - Scottish Government

[REDACTED] - Scottish Government

Mr Malcolm and Mr Gallacher provided an overview of the ADS industries in
Scotland, noting the long-standing expertise in delivering global products and
services combined with a sense of optimism for the future with significant anticipated
growth. Mr Malcolm and Mr Gallacher highlighted that wider challenges such as
skills, infrastructure and housing could hamper this growth and that ADS and the
industry were keen to work in partnership with Government in order to find solutions.

The Minister reflected upon the value of the industries to Scotland and welcomed the
commitment to working in partnership to support economic growth, a key focus of
this administration. The Minister also reflected upon positive initial engagements with
counterparts in the UK Government and a desire to work more collaboratively going
forward.

The Minister welcomed Mr Malcolm and Mr Gallacher’s perspectives on the current
relationship between the industries and the Scottish Government. They responded
that the relationship with Scottish Ministers was not strong, the Government should
look to take a more ‘grown-up' position on defence, even where support had been
provided that support was not visible and that the general perception of support for
the industry was costing jobs, citing the specific example of Leonardo establishing a
centre in Newcastle.

Mr Malcolm and Mr Gallacher noted significant concerns around the skills delivery
review engagement and timescales and had offered to facilitate workshops to help
articulate the challenges and explore joint solutions where larger companies could
potentially play a greater role. They also flagged the need to ensure that prospective
inward investment projects take account of the impact upon the local, longstanding
industry in terms of access to labour and wage costs.

The Minister set out his views on the importance of the aerospace and defence
industries to Scotland and agreed to discuss the relationship and future engagement
of the industries with the Deputy First Minister (action to follow up) and reiterated
his personal commitment to engage in any relevant matters going forward.



Note of Meeting
Minister for Higher and Further Education: and Veterans
25 November 2024 14:45 to 15:30 by Teams

Present

Mr Graeme Dey MSP - Minister for Higher and Further Education; and Minister for
Veterans

Paul Sheerin — Chief Executive, Scottish Engineering

Warrick Malcolm — Director ADS Scotland and ADILG Co-Chair

[REDACTED] — National Skills Planning Team Leader

[REDACTED] — Making Scotland’s Future Team Leader

1)

2)

Paul talked through the main points of a recent Scottish Engineering Survey,
acknowledging that better data is needed on skills shortages and that collecting
this granular detail from 70 companies had been a difficult task. The survey
shows a large gap between ‘future demand’ and ‘plan to train’ in some skills, and
Paul talked about the risk to realising economic opportunities/attracting inward
investment if there isn’t a steady skills delivery pipeline. Paul explained that the
future demand is for both ‘new demand’ and ‘required replacement’ of staff, and
that the sector is growing faster than ever at the same time as sections of the
workforce are moving towards retirement age. Paul outlined that the main talking
point amongst members right now is the upcoming budget, believing this to be an
opportunity for Scottish Government to send a signal to members. Paul explained
that their view is that the answer to this issue is to increase apprenticeship places
for the sector, and that currently 1/5 of requested apprenticeships are not funded.

Mr Dey outlined the current fiscal position and explained that we would be unable
to fund a substantially large number of new apprenticeship places, that his view
was that the issue will not always be a lack of funding for places, and that we can
look at other solutions in the system. To ensure we get the balance right we need
to identify what the priority areas are and fund apprenticeships that offer well
paid, sustainable employment. Mr Dey explained that some of this will flow from
the skills planning work we are undertaking, but for this we need robust and
granular data. Mr Dey commended the work that Scottish Engineering have done
with their survey and flagged a recent report by the Scottish Offshore Wind
Energy Council (SOWEC). Mr Dey assured Paul and Warrick that although we
will revamp the apprenticeship system in the long the term, we are alive to the
immediate challenges and are identifying short term ‘quick wins’.

Paul re-iterated his view that the lack of funding for apprenticeship places was
the main issue, they had estimated that apprenticeship funding accounted for 2-
3% of the total Skills budget, but even it was 3-4% in reality this still wasn’t
enough to tackle immediate issues and realise the economic opportunity
Scotland has. He noted his membership did not recognise the wholesale issues
the Minister described. At a pragmatic working level they were finding a lack of
places at Colleges. The issue was not one of attracting applicants either.



4)

S)

6)

7)

8)

9)

Warrick highlighted opportunities in Aerospace, Defence, Security and Space
sector (ADS), stating it was a once in a generation opportunity. They are willing to
partner with Government to realise these opportunities but are concerned at the
pace of change and are concerned that these opportunities will be missed while
Scottish Government focus on structural changes.

Mr Dey again assured Warrick that the Scottish Government are alive to
immediate challenges and are trying to identify short term action, but that there is
no funding available to create a substantial new number of apprenticeships and
that the longer term changes to the system are also crucial. Mr Dey explained he
was keen to understand what other challenges were being faced by the sector in
terms of recruiting and training staff, and if there were any regional difficulties in
accessing provision.

Paul explained that the majority of companies in the sector were SMEs and that
they faced particular challenges tackling skills issues. SMEs have less capacity to
train staff, and face less longevity/sight of orders than larger companies. Paul felt
that companies in the sector did not face any particular regional issue, and knew
of companies based in Glasgow who would use provision based in Ayrshire due
to the Cluster and College offer. Paul and Warrick re-iterated that their respective
members and inward investors needed to see a signal from Scottish Government
in the budget that we recognised the immediate challenges and were reacting to
them.

Mr Dey again outlined the fiscal challenge faced but that we want to get the
balance right on apprenticeships in terms of meeting national priorities and
creating well paid and sustainable employment. Mr Dey explained again the need
for robust and granular data to identify demand and priorities and trailed that
Scottish Government are doing an exercise across portfolios to get a cross
Government view on this. Mr Dey explained that the Government need partners
who can provide constructive challenge and committed to working together. Mr
Dey also outlined work we need to do on parity of esteem. He complimented
some of the excellent work on improving diversity that he had seen from the
Manufacturing sector.

Paul and Warrick agreed on the importance of parity of esteem. Warrick re-
iterated that the ADS were willing to work collaboratively on these challenges but
he felt that there had been a lack of engagement with Scottish Government
officials and that the last 8 months had felt wasted.

Mr Dey wrapped up by highlighting that we know we need to get better at
meaningful employer engagement, that this group should meet again early in the
new year, and that he would discuss with officials the lack of engagement felt by
the ADS.

ACTIONS - Officials to consider ‘signalling’ options for responding to some of the
concerns raised.



MINISTERIAL ENGAGEMENT
KATE FORBES, DEPUTY FIRST MINISTER AND CABINET SECRETARY FOR
ECONOMY AND GAELIC MEETING WITH ADS SCOTLAND

DFM Office — Scottish Parliament
Wednesday, 11 December 2024, 14:30 — 15:00

Stuart Gallacher, Chair, ADS Scotland
Warrick Malcolm, Director, ADS Scotland
[REDACTED], ADS Scotland

Lead official - [REDACTED] — Head of New Market Clusters

Key points and actions

DFM started the meeting by asking ADS to summarise the current status of
the sector.

ADS replied that overall, business was good, but that skills shortage was a
real challenge. They also reflected on the recent disruptions on sites which
have been worrying for staff.

DFM reiterated the Scottish Government’s position that it is supportive of
defence industries in Scotland which along with aerospace and shipbuilding
have strategic importance to Scotland’s economy and its wider manufacturing
base.

ADS provided more detail of the urgent situation regarding engineering skills
for the sector including thoughts around bespoke plans to tap into the pools of
skills in the economically inactive population in their geographical

areas. ADS noted that the lack of continuity of lead official to liaise with on this
matter has made progress difficult.

Stuart offered to provide details of a new report commissioned on behalf of
Maritime businesses on the Clyde by SDS and Glasgow Chamber of
Commerce, catalysed by the Clyde Mission, which models the skills demand
situation the sector and provides options for addressing the identified
challenges.

Action — Stuart Gallacher to share.

DFM said she fully understood the skills shortage matter and asked officials to
provide her with a written update on any progress the Clyde Mission and
Ayrshire Growth Deal have made to address this issue.

Action — [REDACTED] to ask lead teams to respond to DFM by early January.

DFM undertook to look at the updates provided by officials to explore if there
were any possible vehicles within her portfolio to expedite the skills work in
either region. DFM then invited ADS to meet with her to discuss further in the
early New Year.

Action — [REDACTED] to liaise with Private Office and ADS.



Finally, ADS mentioned that they were expecting a response from the First
Minister to a letter they had written and invite to their dinner.

Action — [REDACTED] agreed to follow up with Private Office.

MINISTERIAL ENGAGEMENT

KATE FORBES, DEPUTY FIRST MINISTER AND CABINET SECRETARY FOR
ECONOMY AND GAELIC

MEETING WITH ADS SCOTLAND

DFM Office — Scottish Parliament

Tuesday, 4 March, 2025 13:45 — 14:15

Stuart Gallacher, Chair, ADS Scotland
Warrick Malcolm, Director, ADS Scotland

Lead official - [REDACTED] — Head of New Market Clusters

Key points and actions

The meeting started with a discussion on the work to progress a skills
package as part of the Clyde Mission.

ADS put on record their thanks to the DFM for her involvement in the project
and both ADS and DFM agreed that the project should act as a catalyst for
future sectoral proposals that could use this scalable approach as a template.

ACTION — DFM asked officials to confirm necessary mechanisms are in place to
allow the £2m to be drawn down by Glasgow City Region to allow the project to start
from April 15t, 2025. [REDACTED]

ADS noted that they have seen a welcome increase in pace in relation to the
Ayrshire Growth Deal with companies seeing an increase in engagement.
ADS updated DFM on plans to develop proposals to expand the
[REDACTED]

ACTION — DFM asked to be kept abreast of developments. ADS
ACTION — ADS to introduce contacts at British Airways to SG officials. ADS

ADS noted that while they are pleased to see progress in relation to the Clyde
Mission project on skills, they feel there is still no sign of a suitable solution to
the wider skills challenge facing the sector. This is impacting confidence in the
sector in terms of future investment opportunities which would, in turn,
significantly benefit the Scottish economy.

DFM said that she was keen to continue to work with ADS and the wider
engineering sector to look for solutions to ensure a pipeline of skilled workers
for the future.

ACTION - SG officials to continue to engage with ADS on this issue. [REDACTED]



o ADS asked DFM for clarity on the timescale for the Scottish Enterprise review
of its human rights due diligence checks to ensure that they take account of
where products’ end use is, and that they fully comply with legal obligations
under the Export Control Act 2002 and international law.

« DFM said she would ask officials to provide ADS with further details but that
she expected the review to be completed in April.

ACTION — [REDACTED] to provide details to ADS.

e ADS thanked the DFM for her time and invited her to attend the ADILG on 9
April.
« DFM said she would look at her diary availability and respond to ADS.

ACTION - [REDACTED] to liaise with PO and respond to ADS.

MINISTERIAL ENGAGEMENT
KATE FORBES, DEPUTY FIRST MINISTER AND CABINET SECRETARY FOR
ECONOMY AND GAELIC CALL WITH ADS SCOTLAND

Thursday, 26 June 2025, 11:45 - 12:00

Stuart Gallacher, Chair, ADS Scotland
Warrick Malcolm, Director, ADS Scotland
[REDACTED] Head of New Market Clusters
[REDACTED] New Market Clusters

Key points and actions

e DFM gave ADS an update on the main points of Scottish Enterprise’s Human
Rights Due Diligence Review following its conclusion, and acknowledged that
ADS had a call with officials yesterday but that she felt it important to engage
with the association directly

e ADS were grateful for the engagement from SG officials in general and Stuart
Gallacher thanked DFM for her representation for the sector.

e ADS had detailed questions around language, the process and consultation
around formalisation of any written guidance, the proposal regarding the
Internal Senior Group and whether the proposed digital platform would be
publicly accessible. DFM committed SE senior leadership would meet ADS —
either Stuart and Warrick, or with wider members, to explore these questions
and any others around implementation and workability in more detail.
ACTION - Sponsorship team and Trade Policy to liaise with SE senior
leadership

e DFM and ADS discussed banking finance and the ethical frameworks. DFM
had a conversation with SNIB representatives earlier in the morning which
briefly touched on this, and was of the view that there may be key learnings



for the public sector. ADS advised they had undertaken work in this area with
the UK Government and the British Business Bank, and mentioned they
would be happy to share this work and were keen to see more information
concerning SNIB’s own guidance. ACTION — ADS to share work with
banking finance. ACTION — SNIB sponsorship to share SNIB ethical
guidance with ADS.

The meeting closed with an offer from ADS for DFM to attend the next
meeting of the Aerospace and Defence Industry Leadership Group in August.
Action — DFM to consider invitation.





