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About Scotianomics

In the 21st century data is everywhere but it is the analysis that transforms data into
valuable, actionable knowledge that is key to success.

Organisations, both in Scotland’s private and public sectors, lack access to useful,
reliable data and value-added analysis of the kind that most advanced countries take for
granted. This creates a hidden but real disadvantage for Scottish business, limits public
policy and disrupts the pursuit of shared prosperity.

Scotianomics aims to spark a knowledge revolution and inform the decision-makers
on Scotland’s economy. We provide cutting-edge intelligence and strategic planning
resources so that stakeholders can gain a wide view of the threats and opportunities
in the world through our geopolitical, economic and policy analysis, unique historical
datasets, risk and opportunity forecasts, Geographic Information System mapping
solutions and strategic planning services.

Gordon Maclntyre-Kemp

Director

Executive Summary

o  Since the 2016 European Referendum and the decision of the United Kingdom
(UK) to leave the European Union (EU), the issue of EU immigration has been
one of the most hotly debated topics.

o  The Scottish government has made numerous attempts to communicate the fact
that Scotland values EU immigrants and that immigration to Scotland will be
possible after Brexit without any constraints.

o EU immigrants are of the utmost importance for Scotland’s economic prosperity
but also for Scotland’s demographic requirements.

o If the UK government were to act upon its target to reduce annual net migration
to as low as tens of thousands, then real GDP would fall in Scotland by 9.3%
compared to a fall in the rest of the UK (rUK) of 7.6%.



Introduction

Since the 2016 European Referendum and the decision of the United Kingdom (UK)
to leave the European Union (EU), the issue of EU immigration has been one of the

most hotly debated topics. Ending the free movement of people was one of the main
arguments of the ‘Leave’ campaign and evidently one of the main reasons behind the
Brexit vote.

The Importance of EU Immigration

Even if Brexit were to be delayed or even cancelled, following a possible second EU
referendum, the question is whether EU immigrants still feel wanted in the UK?
With regards to that, the Scottish government has made numerous attempts since, to
communicate the fact that Scotland values EU immigrants and that immigration to
Scotland will be possible after Brexit without any constraints. The reason is that EU
immigrants are of the utmost importance for Scotland’s economic prosperity but also
for Scotland’s demographic requirements.

Currently Scotland’s population is projected to rise from 5.40 million in 2016 to 5.58
million over the next 10 years and it is then projected to continue to increase to 5.69
million in 2041. Any reduction in EU migration, which is a very probable scenario after
Brexit, could have a serious negative effect on the above projection. For example, if EU
migration were to fall, post-Brexit, to half of the current levels, projected population
growth would fall by 1% (2016-2041) and if there were no EU immigration population
growth would fall by 3%.

EU immigrants are usually younger than the population average, so they play an
important role in boosting the number of children and working-age people in Scotland.
For example, zero EU migration would mean a projected 3% decline in the working
age population between 2016 and 2041 and a 7% decline in the population of children.
This has serious implication for Scotland’s public sector revenues and also the future
labour and skills requirements of businesses.



EU Immigration and the Scottish Economy

Population growth is the main driver of economic growth and thus a decrease in EU
migration would most certainly also reduce economic growth. In economic terms, EU
migration has a positive impact on productivity and government revenue. According
to the Scottish government, the contribution of the average EU citizen that lives in
Scotland is £10,400 to government revenue and £34,400 to GDP each year, while

they typically pay more in taxes than they receive in benefits. Also, the fact that EU
migrants, moving to Scotland, usually possess diverse skills and are well educated helps
innovation and increases living standards as a whole.

A survey of 758 business owners and directors across Scotland in 2017 showed that
41% of all respondents employed at least one EU national. Furthermore, the Federation
of Small Businesses (FSB) found 26% of all small businesses in Scotland, which make
up for 98% of all Scotland’s enterprises, have at least one employee from an EU country.
This is 5% higher than levels for the UK as a whole (21%). Most of them work in the
tourism and leisure industry. Also, with their labour EU migrants support key places
such as Scotland’s rural communities, helping to sustain essential public services
including healthcare and schools.

A recent study estimates that lower inward migration due to Brexit may have a
devastating impact on the Scottish economy; real GDP in Scotland would be 4.5%
lower by 2040 than it would have been otherwise, which is equivalent to a fall of
almost £5 billion in GDP. Now if the UK government were to act upon its target to
reduce annual net migration to as low as tens of thousands, then real GDP would fall
in Scotland by 9.3% compared to a fall in the rest of the UK (rUK) of 7.6%. This is very
important because it means that Scotland experiences a proportionally larger negative
impact relative to the rUK.

Immigration and Scottish Society

Another positive effect of migration that is not being discussed as much is cultural
enrichment, which has been shown to increase qualities of tolerance, inclusiveness
and openness to intercultural learning among Scottish citizens. For instance, the large
number of EU students that come to Scotland has a positive effect on the learning
experience overall. It also has an immediate positive impact on the economy, while

it entails the possibility of a future one, with some of the student remaining and
contributing to the Scottish economy.



Conclusions

o  The Scottish government is right in stressing to the UK government the
importance of migration to respond to the needs of Scotland. It is encouraging
that there is a broad consensus across all Scottish political parties that Scotland
should approach immigration in a different way than the rUK.

«  Devolving the power over immigration policies to the Scottish parliament is
something that the Scottish government is committed to pursuing strongly.

o  There are good reasons for the UK government to rethink its migration targets
overall. Choosing isolationist policies in an increasingly integrated world instead
of inclusivity and openness will create problems for Scotland’s economy and
society.



