FINANCIAL SERVICES SECTOR

SUMMARY OF FINDINGS STRUCTURE OF THE INDUSTRY
e There are 106,100 employees in the financial services sector, about 1 There are around 3,600 financial services workplaces in Scotland, employing
5% of all Scottish jobs 106,100 people, about 5% of all Scottish jobs.
o Financial services sector jobs are more likely to be full time 2 In comparison to the average across all industries in Scotland, financial services

kpl h terised by (Fi 1):
o Over half of all employees in financial services are female workplaces are characterised by [Figure 1)

. L . . . o a similar proportion of female employees;
o Labour turnover is much lower in financial services than in other sectors prop ployeess

high ti f full time jobs; and
o Skills gaps are more common than skill shortages in financial services © @ higher proportion of Tut lime Jobs; an

and other sectors o a lower proportion of small firms.
o Where skill gaps occur, employers in financial services identify IS THE FINANCIAL SERVICES LABOUR MARKET DIFFERENT
weaknesses in a range of “softer” skills FROM OTHER INDUSTRIES?

3 The financial services sector has a different pattern of jobs from the rest
of the economy (Figure 2). There is a higher proportion of:
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FINANCIAL SERVICES SECTOR

FIGURE 2 4 Compared with the rest of the economy, workplaces in the financial services
Distribution of employees 13% sector are less likely to employ people in jobs that are part-time, short term
by occupation Managers & senior officials °

146% or seasonal (Figure 3).
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M Other sectors 5 Labour turnover is much lower in financial services than in other sectors -
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6 It is important to set employers’ responses to skills related questions in a wider
10% context. Employers were asked to specify the main challenges the face over the
9% next 12 months. Skills related challenges are not those most cited most frequently
by employers either in financial services or in other sectors (Figure 4).
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FIGURE 4

Main challenges facing
employers over next
12 months
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ATTRACTIVENESS OF THE INDUSTRY

7 Employers were asked how attractive to people looking for their first job do they
think their industry is compared with other industries. Eight out of ten financial

% employers who felt faced challenges services employers think that their industry is either very or quite attractive to new
Financial services Other sectors recruits, compared to around six out of ten employers in other sectors (Figure 5).
Increasing competition from within Scotland 28% 24% VACANCIES, SKILL SHORTAGES AND SKILL GAPS
Attracting appropriately skilled staff 21% 15% 8 A skill shortage arises when an employer has a vacancy that is hard-to-fill because
) o 0 applicants lack the necessary skills, qualifications or experience. Skill shortages
Changes in the structure of the market 20% 18% in Scotland are uncommon, totalling 11,600 and affecting less than one in 25
Business regulations 14% 12% Scottish workplaces. Compared with the rest of the economy, skill shortages
i . i in the financial services sector (Figure 6):
Increasing competition from outside Scotland 13% 9%
o represent a lower proportion of employees and;
Labour costs 2% 7%
o affect a lower proportion of workplaces.
9 A skill gap arises when an employer judges an employee not to be fully proficient
in their job. Skill gaps are more common than skill shortages, affecting one
in six Scottish workplaces. Compared with the rest of the economy skill gaps
in the financial services sector affect (Figure 7):
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FIGURE 6

Vacancies, hard-to-fill
vacancies and skill
shortages
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10 Where skill gaps arise, employers in all sectors most frequently identify
weaknesses in “softer” skills such as planning and organising and customer
handling. A higher proportion of employers in financial services mentioned
each of these “softer” skills as well as basic computer literacy skills, than
employers in other sectors (Figure 8).

11 Skill gaps are much more common than shortages. More than a third of
workplaces with gaps report that they lead to (Figure 9):

o difficulties meeting quality standards; or

o difficulties meeting customer service objectives.
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FIGURE 10
Off-the-job training
M Financial services
M Other sectors

FIGURE 9

Impact of skill gaps
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TRAINING ACTIVITY

12 Compared with employers in other sectors, a similar proportion of financial
services sector employers provided or funded off-the-job training in the last
12 months, although a lower proportion of employees in the financial services
sector received training (Figure 10). This means that on average, financial
services workplaces that provide off-the-job training, are training a lower
proportion of total employees than workplaces in other sectors

13 Workplaces in financial services are less likely to be involved in Modern
Apprenticeship programmes and appear to be less likely to be involved
in other training schemes in general (Figure 11).

14 Employers in financial services are more likely to have undertaken all types
of formal planning than employers in other sectors , although this is likely
to be a reflection of the greater numbers of larger firms in this sector,
as larger firms are more likely to undertake formal planning generally
(Figure 12).
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FIGURE 11 12%
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FIGURE 13

Reasons for no
off-the-job training
M Financial services
M Other sectors
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15 For those employers in the financial services industry that had not funded
or arranged any training over the past 12 months, the main reason for not
doing so was that their staff were already fully proficient (Figure 13). This differs
from other industries where the main reason given for not training was that no
training was necessary in their business.

VIEWS FROM THE FINANCIAL SERVICES SKILLS COUNCIL

The financial services sector comprises diverse sub-sectors including banks

(UK and foreign), insurance companies and brokers (general and life and pensions),
building societies, credit companies, investments and securities firms, stockbrokers,
independent financial advisers (IFAs) and actuaries. The remit of the Financial
Services Skills Council includes defining National Occupational Standards, identifying
and solving skills issues, reviewing and improving the sector’s examination structure
and assisting companies of all sizes, including sole operators, to meet the demands
of regulation by the Financial Services Authority and its training and competence
regime. Regulation now covers all sub-sectors of the industry and is one of the
major challenges for large, small and micro businesses.

Much of the sector’s UK activity takes place in Greater London but there is significant
activity throughout the rest of the UK, with Scotland being particularly important.
The greatest success story in the Scottish economy over the last three decades is
the growth of the Scottish financial services sector, with an average annual growth
rate of 5.4% - twice the rate of the rest of the economy'. By 2010 Scotland will be
responsible for nearly 9% of the workforce of UK financial services’.

Some major company headquarters are located in Scotland. The industry is

more significant to the economy of Edinburgh than it is in London, representing
10.4% of employment, compared with 7.5% on London®. Most of the industry is in the
Central Belt but there are IFAs and small insurance brokers throughout Scotland.

The Skills Council has created two Employer Forums in Scotland to match the
Scottish Enterprise and Highlands and Islands Enterprise areas. These forums
will take ownership of local labour market challenges in financial services and
will support financial services companies of all sizes.

The Skills Council has also established a Partners’ forum to help employers

to engage with lifelong learning and economic development policy makers and
deliverers including HE and FE. It will continue to work closely with Futureskills
Scotland and other partners to ensure the relevance and availability of LMI data
in order to identify and address skills issues.
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Other targets include:
e improving the supply of relevant public education for the sector;

e continuously improving the quality of the sector’s training and
development skills;

e improve access to employment for new entrants to the sector;
o establishing coherent career pathways;
e promoting employment in the sector;

e securing the adoption of standards and qualifications that are
recognised internationally;

e maximising the potential of ICT in supporting lifelong learning;
e enabling the sector to meet its leadership and management needs; and
e supporting national initiatives to secure financial inclusion.

STANDARD INDUSTRIAL CLASSIFICATION (SIC) CODES

The definition used in this profile includes:

SIC code Description

65 Financial intermediation except insurance and
pension funding

66 Insurance and pension funding except compulsory
social security

67 Activities auxiliary to financial intermediation

FURTHER INFORMATION

This industry profile was written jointly by Futureskills Scotland and representatives
from the Financial Services Skills Council.

A copy of “Skills in Scotland 2002: The Employers’ View" can be downloaded from
the Futureskills Scotland website at:

www.futureskillsscotland.org.uk

Results from the survey and a wide range of other labour market information
are also accessible on the website.

Further information about the Financial Services Skills Council, the information
sources referred to in the “Views from ...” section and the financial services
sector generally can be found at:

www.fssc.org.uk
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