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1. Decision on taking business in private: The Committee will decide whether to

take items 4, 5 and 6 in private.
 
2. The implications to Scotland of Brexit - economic matters: The Committee

will take evidence from—
 

Graeme Roy, Director (Designate), Fraser of Allander Institute;
 
Colin Borland, Senior Head of External Affairs, Federation of Small
Business Scotland;
 
Kenny Richmond, Senior Director, Economics, Scottish Enterprise;
 
Stephen Boyd, Assistant Secretary, STUC.
 

3. The implications to Scotland of Brexit - business and sectoral interests: 
The Committee will take evidence from—

 
Clare Slipper, Parliamentary Officer, National Farmers Union Scotland;
 
Bertie Armstrong, Chief Executive, Scottish Fishermen's Federation;
 
David Frost, Chief Executive, Scotch Whisky Association;
 
Alastair Sim, Director, Universities Scotland;
 
Gordon Dewar, Chief Executive, Edinburgh Airport Ltd;
 
Hugh Chater, Director of Banking, Virgin Money;
 
James Withers, Chief Executive, Scotland Food and Drink.
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4. Review of evidence: The Committee will review the evidence heard at this

meeting and discuss any implications for its work programme.
 
5. Scotland's future relationship with the EU: The Committee will consider a list

of candidates for the posts of adviser in connection with its forthcoming work on
Scotland's relationship with the EU.

 
6. Scotland's future relationship with the EU: The Committee will consider a

call for evidence .
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The implications to Scotland of the UK’s decision to leave the 
European Union 

Introduction 

This briefing for the European and External Relations Committee outlines the value 
of EU membership for Scotland from a trade and business perspective. It provides 
background information on the value of EU membership for Scotland and then 
outlines the potential economic and business impact of the decision to leave the EU 
based on surveys by the Institute of Directors and the Fraser of Allander Institute.   

The Single Market  

A cornerstone of the EU economy is the Single Market. The European Single Market 
came into effect at the beginning of 1993. According to the European Commission’s 
website, the Single Market: 

 “is all about bringing down barriers and simplifying existing rules to enable 
everyone in the EU – individuals, consumers and businesses – to make the 
most of the opportunities offered to them by having direct access to 28 
countries and 503 million people.”  

The Single Market provides for the free movement of goods and services within the 
EU. According to the European Commission, the Single Market is generally regarded 
as having provided increased competition, benefiting consumers with a wider choice 
of products and lower prices. It also makes it easier, and more economical, for 
businesses to conduct work and trade across borders. Within the Single Market, 
goods are traded tariff-free which means Scottish businesses can effectively sell 
their goods to a ‘home market' of over 500 million consumers. Trade policy between 
the EU and external countries is a responsibility of the EU; as such, Member States 
cannot operate independent trade policies with non-EU countries (SPICe 2015). 

In a Fraser of Allander Institute survey of businesses in Scotland following the 
Referendum (see below), 49% of firms cited continued access to the Single Market 
as a key issue (FAI 2016a). 

Exports to the EU 

Scottish exports to the EU were worth £11.56bn in 2014. This is 8.5% (£985m) lower 
than in 2013.  They have grown by 6% (£670m) since 2002 and by 36% (£3,070m) 
since their lowest point in 2005 (all changes in cash terms). 

http://ec.europa.eu/growth/single-market/
http://ec.europa.eu/growth/single-market/
http://www.parliament.scot/S4_EuropeanandExternalRelationsCommittee/General%20Documents/SB_15-71_The_impact_of_EU_membership_in_Scotland.pdf
https://fraserofallander.org/2016/07/15/fraser-of-allander-business-survey-first-reactions-to-eu-referendum-outcome/#more-346


 

Value of exports to the EU - 2002 to 2014 (£m) 

 
Source: Scottish Government 2016  

Since 2002 exports to the EU have fallen as a proportion of total exports.  They 
currently make up 42% of total international exports, down from 54% in 2002. 

EU exports as a proportion of total exports – 2002 to 2014 (%) 

 
Source: Scottish Government 2016  

The diagram below shows the EU destinations by Members State for Scotland’s 
exports in 2014.  The three biggest recipients of Scottish exports in 2014 were the 
Netherlands, France and Germany, each of which makes up around 16% of EU 
exports as shown in Figure 9.  However, trade with the Netherlands is generally 
overstated. This is because Rotterdam is one of the largest ports in the world and 
acts as a gateway to other countries. For example exports with Germany as the final 
destination could go via Rotterdam meaning they would appear as exports to the 
Netherlands. This is known as the ‘Rotterdam Effect’ (SPICe 2015). 
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http://www.gov.scot/Topics/Statistics/Browse/Economy/Exports/ESSPublication/ESSAddTables
http://www.gov.scot/Topics/Statistics/Browse/Economy/Exports/ESSPublication/ESSAddTables
http://www.parliament.scot/S4_EuropeanandExternalRelationsCommittee/General%20Documents/SB_15-71_The_impact_of_EU_membership_in_Scotland.pdf


Exports to EU by Country – 2014 (£m) 

 
Source: Scottish Government 2016  

The following infographic shows the top performing export sectors to the EU 
compared to the rest of the world.   A greater proportion of exports to the EU are in 
manufacturing (58%) compared to the rest of the world (50%), with food products, 
beverages and tobacco products making up the biggest share of manufacturing 
exports to the EU.  Services make up 34% of exports to the EU while they make up 
39% of exports to the rest of the world. 

http://www.gov.scot/Topics/Statistics/Browse/Economy/Exports/ESSPublication/ESSAddTables




International trade 

Alongside the increase in trade with North America, another reason for the declining 
reliance on the EU market may be the increase in bilateral free trade agreements 
being negotiated by the European Union.  As a member of the EU, Scotland is a 
party to all bilateral Free Trade Agreements that the European Union has negotiated.   

The EU has competence for negotiating trade agreements on behalf of the Member 
States.  The EU already has in place trade agreements with some 50 partners 
including Chile, South Korea, Mexico, South Africa and the Central American 
countries. The European Commission’s website shows in addition, negotiations for 
further Free Trade Agreements are currently taking place with, amongst others, the 
United States of America, Japan, India and China. 

Inward Investment 

Another aspect of the Single Market are the opportunities for EU businesses to 
invest across borders in other Member States,   

The SPICe Briefing SB 15-71 The impact of EU membership in Scotland published 
in October 2015 found there are nearly 4,600 business sites in Scotland owned by 
non-UK European1 owned companies. These companies had turnover (sales) of 
£42.1 billion adding £15.8 billion in Gross Value Added (GVA) to the Scottish 
economy in 2013.  The figures exclude some financial service activities and public 
sector activities. 

EU owned companies’ contribution to GVA puts them slightly ahead of American 
companies (North and South America) operating in Scotland which added £14.8 
billion (GVA) to Scotland’s economy in 2013. 

The map below shows the GVA generated by European owned companies in the 
nations and regions of the UK.  The GVA generated by European owned companies 
is also shown as a share of total GVA from the business economy2 in each UK 
region and country.   

The share of GVA accounted for by European owned companies can be influenced 
by the performance of a small number of large companies.  Therefore the average 
share is shown covering five years (2009-2013). 

                                            
1
 These figures refer to the European continent.  The main European countries contributing the most 

additional business activities countries outside of the EU are Norway and Switzerland. 
2
 The GVA figures exclude public sector activities and are usually referred to as the business 

economy.  However, these figures also exclude some financial services activities. 

http://ec.europa.eu/trade/policy/countries-and-regions/agreements/
http://www.parliament.scot/parliamentarybusiness/93590.aspx


GVA from European Owned Companies as % of Total GVA3 

 
Source: Office for National Statistics, Annual Business Survey 

According to the figures for 2009-2013, Scotland had the highest share of its 
business economy accounted for by European companies of any UK country or 
region with nearly one in every six pounds in the Scottish business economy 
generated by companies based in the rest of Europe. 

State Aid and public procurement 
 
A key aspect of membership of the Single Market is the requirement to follow EU 
State Aid and public procurement rules.  

State Aid is support provided by public bodies which the European Commission 
could consider to have the potential to distort competition and trade between 
member states and is therefore incompatible with the European Treaties.   

The European Commission is in charge of controlling State Aid in the Single Market 
in all economic sectors. The purpose of State Aid control is to avoid member states 
granting selective advantages to some companies to the detriment of others. This 
allows companies from all member states to compete evenly and without 
unnecessary barriers. 

EU public procurement rules for certain goods and services above certain monetary 
thresholds were introduced to open up public purchasing, making member states 
remove restrictive practices. The EU rules aim to open up public procurement to 

                                            
3
 Note that this is all activity that can be allocated to a country or region of the UK. 

15.6% Between 7.7% and 10%
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More than 15%



companies outside the awarding member states and ensure the free movement of 
supplies, services and works within the EU and the non-discriminatory treatment of 
suppliers. The EU’s procurement rules prevent Scottish public authorities from 
placing contracts with Scottish or UK firms without undertaking a rigorous and fair 
procurement process where providers from other member states cannot be 
discriminated against. The rules do, however, provide opportunities for Scottish 
businesses to bid for public contracts in other member states. The European Union 
has recently agreed new EU Procurement Directives (SPICe 2015). The new 
regulations came into effect into Scots law on 18 April 2016.  The Scottish 
Government’s website lists the new suite of legislation in relation to this Directive.  

  

http://www.parliament.scot/S4_EuropeanandExternalRelationsCommittee/General%20Documents/SB_15-71_The_impact_of_EU_membership_in_Scotland.pdf
http://www.gov.scot/Topics/Government/Procurement/policy/ProcurementReform/implementEUDirProcRef


Reaction to the UK’s decision to leave the European Union 

Following the UK’s decision to leave the European Union, the Fraser of Allander 
Institute in Scotland and the Institute of Directors across the UK conducted surveys 
to ascertain the views of business on the referendum outcome.   

Fraser of Allander Institute survey 

The Fraser of Allander Institute (FAI) undertook a survey between 5 July and 12 July 
covering more than 320 firms in Scotland.  This was the first survey of its kind post-
referendum for Scotland.   

On how the referendum result will affect businesses the survey responses show that 
the majority of businesses say that leaving the EU will have a negative impact on 
their business; 19% say it will have a positive impact and 20% are neutral. 

“Do you think the result of the referendum will be positive or negative for your 
business?” 

 
Source: SPICe, FAI 2016a 

On whether the referendum result could have a direct bearing on businesses future 
investment and recruitment plans, 40% of respondents said it would have a negative 
effect on investment plans whilst 40% thought it would make no difference.  On 
recruitment plans, 34% saw the result as having a negative impact whilst 55% 
foresaw no change. 
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https://fraserofallander.org/2016/07/15/fraser-of-allander-business-survey-first-reactions-to-eu-referendum-outcome/#more-346
https://fraserofallander.org/2016/07/15/fraser-of-allander-business-survey-first-reactions-to-eu-referendum-outcome/#more-346


“Do you think the referendum result will have a direct bearing on your future 
investment and recruitment plans?” 

 
Source: SPICe, FAI 2016a 

On the issue of making preparations ahead of the referendum for a Leave result, 
more than 85% of firms reported that their firm has done none or ‘very little’ 
preparation – with less than 1% reported having made significant plans.  The FAI 
concluded that:  

“This suggests that a key priority for many businesses over the coming months 
will be working out what Brexit – and the various possible different economic 
and political arrangements – will mean for their business model and 
operations.” 

Just over 25% of firms reported that following the Referendum they had “already” 
changed some of their investment and recruitment plans, with the remaining 75% 
saying they had not changed their plans.  Of those who changed their plans, 63% 
said that they had postponed them at least until short-term uncertainty is removed; 
33% postponed indefinitely; and 4% cancelled entirely. 

Crucially for 67% of the firms surveyed, the resolution of uncertainty is a key issue in 
the UK’s negotiation of its exit from the European Union and as referenced earlier in 
this briefing, 49% of firms cited continued access to the Single Market as a key 
issue. 

Institute of Directors survey 

The Institute of Directors carried out a survey between 24 and 26 June covering 
1,092 firms (Institute of Directors 2016).  On the question: “Do you think the result of 
the referendum will be positive or negative for your primary organisation?”  Almost 
65% of businesses say that the UK leaving the EU will have a negative impact on 
their business whilst 23% say it will have a positive impact.  
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https://fraserofallander.org/2016/07/15/fraser-of-allander-business-survey-first-reactions-to-eu-referendum-outcome/#more-346
http://www.iod.com/influencing/press-office/press-releases/first-signs-brexit-will-hit-jobs


“Do you think the result of the referendum will be positive or negative for your 
business?” 

 

 
Source: SPICe, Institute of Directors 2016 

In terms of investment plans, less than 9% said that following the Referendum they 
would increase investment, whilst 44% said it would stay the same, and 36% said 
that they would decrease investment.   

On whether the result would cause them to move their operations to another EU 
country, the vast majority of businesses (71%) said no, although 17% said that they 
would consider moving some of their operations out of the UK, to elsewhere in the 
EU.  

In terms of how the result could affect their hiring intentions, 32% of firms said they 
would continue hiring at the same pace, but a sizable percentage stated that they 
would freeze hiring new staff (24%) while 8% said that they would continue hiring but 
at a decreased pace.  

As for future actions, almost three quarters of businesses stated that their biggest 
priority was that steps be taken to stabilise the economy in the face of any negative 
reaction in financial markets.  Securing a new trade arrangement with the EU was 
also deemed to be a top priority.  Almost 40% believed that securing new UK trade 
agreements with high growth markets and ensuring the maintenance of preferential 
market access to third countries (via existing EU trade deals) was a priority.   

The table below shows firms’ response to the question “what do you think the most 
optimal arrangement would be in place of full EU membership?” 
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http://www.iod.com/influencing/press-office/press-releases/first-signs-brexit-will-hit-jobs


 

“Thinking with your primary organisation in mind, given the electorate’s 
decision to vote to leave, what do you think the most optimal arrangement 
would be in place of full EU membership?” 

Option % of total responses 

Joining the European Economic Area (like Norway 
and Iceland – would preserve existing Single Market 
access level but no ability to negotiate or vote on 
EU legislation. UK would still be bound by EU 
social/employment regulation and free movement of 
people, but could negotiate its own trade deals) 

27.83% 

Bilateral free trade agreement only (such as the 
EU’s recent deal with Canada) 

40.03% 

Rely on agreements under UK membership of the 
World Trade Organisation (no specific UK-EU 
agreement) 

8.51% 

Join Customs Union (like Turkey – allows free 
movement of goods with no customs duties, but 
with a common external tariff. EU free trade 
agreements apply, but only one way – i.e. opening 
up UK markets to third party countries, but not vice 
versa) 

4.96% 

Other - please specify 4.07% 

Don't know 14.61% 

Source: SPICe, Institute of Directors 2016 

Uncertainty for business 

As indicated by both the Fraser of Allander and Institute of Directors surveys, a key 
concern for business is the uncertainty created by the decision to leave the 
European Union.   

According to the Fraser of Allander Institute: 

“The longer uncertainty continues (and particularly if limited to one particular 
country or region) the more damaging it can be. Projects become more likely to 
be cancelled rather than simply delayed. Sustained uncertainty also pushes up 
risk premiums which reduces investment and household spending.” (FAI 
2016b) 

Following the referendum, five of the UK's biggest business groups (the 
Confederation of British Industry, the British Chambers of Commerce, the Federation 

http://www.iod.com/influencing/press-office/press-releases/first-signs-brexit-will-hit-jobs
https://fraserofallander.org/2016/07/19/uncertainty-volatility-and-structural-challenges-welcome-to-a-post-brexit-world/


of Small Businesses, the Institute of Directors, and EEF - the manufacturers’ 
organisation) wrote an open letter to the UK Government calling for an end the 
uncertainty facing EU nationals living and working in the UK (CBI 2016). 

Market Reactions 

On 24 June 2016, Moody’s downgraded the UK Government's bond rating from 
stable to negative although it affirmed that Britain would remain on the AA+ rating 
which it has had for three years.   

The agency warning that  

“Britain's economic growth will be weaker, its economic policymaking may be 
diminished and the government's fiscal strength reduced”.   

It also stated:  

“Moody's expects a negative impact on the economy unless the UK 
government manages to negotiate a trade deal that largely replicates its current 
access to the Single Market.  However, at the moment there is substantial 
uncertainty over the type of trade agreement that could be achieved.” (The 
Independent 2016a).   

Standard & Poor downgraded the UK's credit rating from the top rating of AAA to AA 
following the Referendum (The Independent 2016b).  It also issued a formal 
downgrade to Transport for London and the Greater London Authority while Moody’s 
lowered its outlook on 52 public sector borrowers to “negative” (Financial Times 
2016b). 

However, this has so far not translated into higher borrowing costs.  In fact, as noted 
by the Financial Times:  

“British government bond yields — the cost of servicing government borrowing 
— have fallen to new lows since the UK voted to withdraw from the EU, as 
market uncertainty pushes investors to anticipate interest rate cuts that will 
make fixed income assets more appealing” (Financial Times 2016b) 

Exchange rates 

Following the announcement of the referendum result, the Sterling Exchange Rate 
Index (SERI)4 fell by 6.8% on 24 June 2016.   On average in 2016 it has been 7.9% 
lower since the Referendum.  It is 15.2% lower on average in July 2016 than it was 
in July 2015.   

                                            
4
 SERI is a measure of the overall change in the trade-weighted exchange value of sterling, calculated 

by weighting together bilateral exchange rates. It is designed to measure changes in the price 
competitiveness of traded goods and services and so the weights reflect trade flows in manufactured 
goods and services. Using the USA as an example, the weights for the US dollar in the sterling ERI 
are based on: 

 Competition in the UK domestic market from imports from the USA  

 Competition between UK exports and US products in the USA  

 Competition between UK and US exports in third country markets (Bank of England 2016a) 

http://news.cbi.org.uk/news/business-groups-call-for-clear-leadership-and-action/
http://www.independent.co.uk/news/business/news/brexit-moodys-downgrades-uks-credit-outlook-from-stable-to-negative-a7102031.html
http://www.independent.co.uk/news/uk/home-news/uk-credit-rating-downgraded-from-aaa-to-aa-by-standard-poor-following-brexit-vote-a7106341.html
http://www.ft.com/cms/s/0/31eb12aa-3edc-11e6-8716-a4a71e8140b0.html#axzz4F2baOXw9
http://www.ft.com/cms/s/0/31eb12aa-3edc-11e6-8716-a4a71e8140b0.html#axzz4F2baOXw9
http://www.bankofengland.co.uk/statistics/Pages/eri/neweri.aspx


However, on 19 July, it was 7.7% above its level on 30 December 2008, when it was 
at its lowest point since 1990.  It was also 25.6% below its peak on 23 January 2007.    

Effective exchange rate index, Sterling (Jan 2005 = 100), 1990 to 2016 

 
Source: Bank of England 2016b 

On average in July 2016, the pound was down 6.3% against the euro compared to 
June 2016. On 19 July, the pound stood at €1.193.  The pound is 16.2% lower on 
average in July 2016 compared to the same month last year.   This is still 17% 
higher than its all-time low of €1.02 (30 December 2008), but is 31.9% lower than its 
all-time high of €1.752 (3 May 2000). 

On average in July 2016, the pound was down 7.9% against the US dollar compared 
to June 2016. On 19 July, the pound stood at US$1.3136.  The pound is 15.4% 
lower on average in July 2016 compared to the same month last year. On 6 July the 
pound stood at US$1.2885, its lowest level against the dollar since June 1985. It is 
still 26.1% higher than its lowest level at 1.042 (on 26 February 1985) but 46.5% 
lower than its all-time high at US$2.4546.  

The lower exchange rate on the pound has raised the competitiveness of British 
exports.  The Financial Times for example reported on 21 July 2016 that: 

“The sharp fall in sterling has raised the competitiveness of UK wheat in 
international markets, leading to a flurry of deals immediately after the vote last 
month.” (Financial Times 2016a) 

However, although beneficial for exports, the devaluation of the pound will, as noted 
by the Fraser of Allander Institute, also make imports more expensive, particularly 
food and fuel.  This will reduce the purchasing power of households in Scotland (FAI 
2016b).   
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http://www.bankofengland.co.uk/boeapps/iadb/fromshowcolumns.asp?Travel=NIxAZxI3xSCx&ShadowPage=1&FromCategoryList=Yes&CategID=6&NewMeaningId=RSTEZ&HighlightCatValueDisplay=Exchange+rate+%28effective%29+-+sterling&ActualResNumPerPage=21X&TotalNumResults=21&ShowData.x=59&ShowData.y=11&XNotes=Y&C=IIN&XNotes2=Y
http://www.ft.com/cms/s/0/e961c72c-4e7b-11e6-88c5-db83e98a590a.html?siteedition=uk#axzz4F2baOXw9
https://fraserofallander.org/2016/07/19/uncertainty-volatility-and-structural-challenges-welcome-to-a-post-brexit-world/


The EY Item Club has suggested that the drop in the value of the pound could 
bolster exports by 3.4% next year, with imports falling by 0.3% (BBC 2016a).  It 
suggested the move would see net exports adding 1.1% to GDP in 2017. 

Meurig Raymond, president of the National Farmers Union has stated that food 
prices are likely to go up as a short-term consequence of Brexit because of the UK’s 
dependence on imports (The Guardian 2016).    For example, 40% of food 
consumed in the UK in 2013 was imported (UK Government 2014).   

SPICe Research 
25 July 2016 
 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 
Parliament committees and clerking staff.  They provide focused information or respond 
to specific questions or areas of interest to committees and are not intended to offer 
comprehensive coverage of a subject area. 

The Scottish Parliament, Edinburgh, EH99 1SP www.scottish.parliament.uk 
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The implications to Scotland of the UK’s decision to leave the European 
Union 

Introduction 
This briefing for the European and External Relations Committee outlines the value of EU 
membership for Scotland in a number of key sectors for Scotland.  The briefing examines 
the value of EU membership in agriculture, fisheries, food and drink, higher education and 
aviation. 

Agriculture 

The EU plays a central role in Scottish agriculture in the form of the Common Agricultural 
Policy (CAP). 

The importance of agriculture to the Scottish economy  

The total area of agricultural holdings and common grazing in Scotland is 6.2 million 
hectares, equating to 79 per cent of Scotland’s total land area. Scottish agriculture is 
important economically, environmentally and in terms of sustaining rural communities.  

 According to the Scottish Government’s Economic Report for Scottish Agriculture 
for 2016, economically, agriculture makes up about 1% of Scotland’s economy 
(measured by gross value added).  

 Agriculture also makes indirect contributions to the economy through its links with 
other industries supplying farming and industries using Scottish produce.  

 In September 2015, the Scottish Government announced that food and drink 
turnover for 2013 was up £550 million on the previous year, an increase of 24% 
since 2008 and on track to meet the target of a turnover of £16.5 billion by 2017. 

 65,400 people work in the sector. In some remote rural areas (such as the Western 
Isles), agriculture accounts for over 20% of employment.  

 Farmers and land managers actively manage the Scottish landscape. They play an 
important role in delivering public goods to society, such as the cultural and 
ecological aspects of agricultural landscapes; farmland biodiversity; reduced 
flooding risk; soils of high functionality; water of high quality; and animal health and 
welfare (Pack et al, 2010). 

Farm Business Income (FBI) is a business-level measure of farm income, or profit. It 
represents the return to the whole farm business, that is, the total income available to all 
unpaid labour and their capital invested in the business. Figure 1 shows the overall impact 
of grants and subsidies on the average income of farm businesses. The average FBI falls 

http://www.gov.scot/Publications/2016/06/5559
http://www.gov.scot/Publications/2016/06/5559
http://news.scotland.gov.uk/News/Food-and-drink-turnover-hits-record-high-1cc9.aspx
http://www.gov.scot/Publications/2016/06/5559
http://www.gov.scot/Publications/2010/11/03095445/0
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below zero when grants and subsidies are excluded. In each of the last six years FBI 
without grants and subsidies has been negative. 

Figure 1. Average FBI of Scottish farms without grants and subsidies, 2009-10 to 
2014-15 
 

 
Source: Scottish Government, 2016 
 
The Common Agricultural Policy  

The CAP represents almost 40% of the EU budget and gives direct support to farmers 
via Pillar 1 funding, and supports the wider rural economy through Pillar 2 funding.  
Figure 2 produced by Audit Scotland shows how CAP funds are allocated in Scotland.  

 

http://www.gov.scot/Publications/2016/06/5559
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Source: Audit Scotland, 2016 (p9) 

 
Outside the Common Agricultural Policy 

Whilst there are pros and cons associated with the CAP, it is unclear what an 
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alternative might look like. Prior to the referendum, the past president of the National 
Farmers’ Union stated - 

‘there has been no serious attempt to explain what an independent British 
agricultural policy would look like’.  

This is also true for Scotland. In October 2015, NFUS highlighted the uncertainty - 

“At this time we know what membership of the EU entails but we don’t know what 
would be the impact of being outside of the EU since we do not know the 
relationship the UK would have, nor the conditions under which our farmers would 
be expected to operate if we choose to leave the EU…“ 

Following the referendum, Liz Truss, at the time the Secretary of State for Environment, 
Food and Rural Affairs stated “There clearly needs to be a system of agricultural support 
and British farming must remain profitable and competitive” (Farmers Weekly, 28 June 
2016). 

At Prime Minister Questions on 20 July 2016, the Prime Minister, Theresa May was asked 
by Simon Hoare (North Dorset) (Con) if she would make a commitment that - 

“the needs of agriculture and British farmers are front and centre in those [Brexit] 
discussions and that their interests are not neglected.” 

The Prime Minister replied -  

“I am very happy to make the commitment that, as we look at the position we will 
take in the negotiations for the UK to leave the European Union, we will consult 
widely. I recognise that agriculture is a sector that is particularly affected by Brexit, 
and I can assure my hon. Friend that we will consult and listen to the views of 
farmers and others involved in the food industry and agricultural sector.” 

Comment from stakeholders  

In a news release published on 8 July 2016, the National Farmers Union Scotland called 
on “the UK Government, the Scottish Government and all in the supply chain to give their 
commitment to deliver the following package:  

 The next four rounds of payments must be delivered as planned, and as budgeted 
for by farmers and crofters.  This will provide an anchor of stability in uncertain times 
and ensure that there is a confident platform on which to negotiate future trading 
and domestic support arrangements. 

 Future deals on tariffs and market access must ensure that we have a strong and 
vibrant domestic farming industry.  In negotiating trading relationships with Europe 
and the rest of the world, farming must not be used as a bargaining chip.   

 Continued recognition of the Scotch beef and Scotch lamb PGIs1 (Protected 
Geographical Indication) must be secured. 

                                                
1
 The framework that gives legal protection for named regional food products against imitation across the EU. 

http://www.regents.ac.uk/files/regentsreport2013.pdf
http://www.fwi.co.uk/news/eu-membership-good-or-bad-for-scotland-and-wales.htm
http://www.fwi.co.uk/news/defra-seeks-to-reassure-farmers-on-brexit.htm
http://www.fwi.co.uk/news/defra-seeks-to-reassure-farmers-on-brexit.htm
https://hansard.parliament.uk/commons/2016-07-20/debates/Hocdebdt20160720scrlgtghs_8Questionod12tiengagements/Engagements
http://www.nfus.org.uk/news/2016/july/nfu-scotland-sets-out-its-brexit-commitments
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 The trading arrangements negotiated with Europe and the rest of the world must 
allow all the workers that the Scottish farming and the food processing industries 
rely upon to continue to play their vital role.   

 Overly prescriptive bureaucratic requirements carried by Scottish agriculture that 
add costs but deliver no added value must be removed, to allow farming to be 
competitive and this must be taken. 

 All decisions relating to the use of pesticides, herbicides and new technologies must 
be based on science.  A risk, rather than a hazard or precautionary-based 
approach, is needed. 

 The promotion of Scottish food and drink in export markets must be prioritised.  
Scottish agriculture’s world class products can grow exports, thereby supporting 
economic activity and jobs in Scotland. 

 Effective advisory services, practical research, tailored education, meaningful 
knowledge transfer, and measures that support innovation are required to drive 
efficient and profitable agricultural production in Scotland.   

 Public bodies, governments and local authorities must all adopt food procurement 
policies based on sourcing of food produced in Scotland first and foremost. 

 Clear and unambiguous country of origin labelling (COOL) on meat, meat products, 
milk and dairy products must be delivered as soon as possible. 

Other stakeholders have also commented on the decision to leave the European Union.  
Links to some of these comments are provided below: 

 Nourish Letter to Oliver Letwin 14 July 2016 

 Scottish Crofting Federation “Crofting Federation Meets With Cabinet Secretary To 
Discuss Urgent Crofting Issues” News release 29 June 2016  

 Scottish Land and Estates “New Opportunities: The Case for a World-leading Food, 
Farming and Environmental Policy” 11 July 2016 

 Scottish Tenant Farmers Association STFA sets out Brexit priorities for Scottish 
agriculture News release, 13 July 2016   

 

  

http://www.nourishscotland.org/wp-content/uploads/2016/07/Oliver_Letwin_letter_FINAL4.docx
http://www.crofting.org/uploads/news/cabsecmeeting.pdf
http://www.crofting.org/uploads/news/cabsecmeeting.pdf
http://www.scottishlandandestates.co.uk/index.php?option=com_attachments&task=download&id=2153
http://www.scottishlandandestates.co.uk/index.php?option=com_attachments&task=download&id=2153
http://www.tfascotland.org.uk/stfa-sets-out-brexit-priorities-for-scottish-agriculture/
http://www.tfascotland.org.uk/stfa-sets-out-brexit-priorities-for-scottish-agriculture/
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Fisheries 

Scotland’s seas 

Scotland’s seas and boundaries are shown in Map 1.  Different areas of the seas are 
governed by different regulations.  

 6 nautical miles - UK vessels have exclusive rights to fish within six nautical miles of 
territorial baselines 

 6-12 nautical miles - fishing by non-UK vessels is restricted to those with historic 
rights relating to specific fisheries and specific countries. The countries allowed to 
fish in this area are France, Germany, Ireland and the Netherlands (PQ S5W-
01234) 

 12-200 nautical miles – Scottish Fisheries Limits and subject to Common Fisheries 
Policy regulations. Vessels from Spain, France, Germany, Netherlands, Faroe, 
Norway, Sweden, Denmark, Poland, Belgium, Ireland and the rest of the UK are 
allowed to fish in this area (PQ S5W-01234. This and other recent PQs are in the 
Annex)2 

Scottish Fishing Industry  

According to the Scottish Government, in 2014, Scottish based vessels landed a total of 
481 thousand tonnes of sea fish and shellfish, with a value of £514 million. There were 
2,030 active Scottish based vessels, and these vessels employed a total of 4,796 
fishermen. 

Whilst at a national level, fishing makes a small contribution to GDP, in the locations where 
fishing is based, there is a very significant local economic and social impact. Examples 
are: Shetland, Fraserburgh, Peterhead, and Stornoway.  

The Scottish fleet is diverse with respect to the size of the vessels, the stocks targeted, the 
type of fishing gear used, and the size and profitability of individual businesses. Target 
species can be broadly categorised as: 

 Benthic – those that live on the sea bottom (e.g. flatfish, Nephrops– the Norway 
lobster) 

 Demersal – those living close to the sea bottom (e.g. cod, haddock, whiting) and 

 Pelagic – species living in the mid water (e.g. herring, mackerel). 

 
 
 
 
 
 
 
 

                                                
2
 There have been a number of recent PQs on this topic 

http://www.scottish.parliament.uk/S5ChamberOffice/WA20160714.pdf
http://www.scottish.parliament.uk/S5ChamberOffice/WA20160714.pdf
http://www.scottish.parliament.uk/S5ChamberOffice/WA20160714.pdf
http://www.gov.scot/Resource/0048/00484499.pdf
http://www.scottish.parliament.uk/S5ChamberOffice/WA20160714.pdf
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Map 1 – Scotland’s Seas and Boundaries  
 

 
 
Source: Scottish Government, undated 

The Common Fisheries Policy  

The Common Fisheries Policy (CFP) forms the basis of the rules under which EU fisheries 
are managed. The CFP is intended to ensure the sustainability of the EU’s fishing industry 
by managing fish stocks as a shared resource. Total Allowable Catches (TACs) are set 
specifying the maximum quantities of each fish species that may be caught, which are then 
shared out in quotas between Member States on the basis of historic fishing activity.  

The CFP also provides measures intended to manage the catching capacity of the EU 
fishing fleet, and engages in market interventions to foster economic stability for those 
involved in the industry. The CFP reform came into effect in January 2014. The main 

http://www.gov.scot/Topics/marine/seamanagement/national/seaarea


 8 

features of the reform are summarised in the SPICe Briefing, The Reformed Common 
Fisheries Policy 2014. They include that: 

 All quota species are managed on the basis of Maximum Sustainable Yield from 
2015 

 The landing obligation (no discarding of fish) is being phased in on a fishery-by 
fishery basis beginning in 2015, and incorporating all EU fisheries by 2019 

 Regionalisation allows Member States to make recommendations on how CFP 
obligations should be met in their region.  

European Maritime and Fisheries Fund 

The EMFF is the fund for the EU’s maritime and fisheries policies for 2014-2020. The fund 
aims to help fishermen in the transition to sustainable fishing, supports coastal 
communities in diversifying their economies and finances projects that create new jobs and 
improve quality of life along European coasts. 

Allocations of the EMFF between Member States were announced on 13 June 2014. The 
UK has been allocated €243 million, 46% of which (€108m) has been allocated to Scotland 
for the 2014-2020 programming period.  

European Commission fishing agreements with non-EU countries 

The European Commission has 2 types of fishing agreements with non-EU countries - 
fisheries partnership agreements and northern agreements. Details are available at: 
http://ec.europa.eu/fisheries/cfp/international/agreements/index_en.htm 

Comment from Scottish Fishermen’s Federation  

Since the referendum result, the Scottish Fishermen’s Federation (SFF) has “outlined to 
the Minister [Fergus Ewing] the unanimous view of our membership of the real and positive 
opportunities that leaving the EU would bring to our fishing communities.”  These 
opportunities were set out in a news release published on 5 July 2016.  According to Bertie 
Armstrong, the Chief Executive of the SFF: 

“In effect, much in the same way as how our oil and gas sector benefits from the UK’s 
territorial reach, it brings the opportunity of making Britain the controlling partner in 
the northern continental shelf where we would be able to exert a positive influence on 
the way that fisheries are managed, working with other nations in a partnership 
approach.” 

An SFF news release from 11 March 2016 provided more detail.    

“…. It is worth reminding ourselves why fishing takes a unique position in Europe, 
making it so different from other industry sectors. Sovereignty and jurisdiction 
(beyond each Member State’s slim strip of territorial waters) is pooled and the EU 
uses the Common Fisheries Policy to govern every aspect of the industry.  That 
fundamental change – the trading of sovereignty for collective control – took place 
when we joined.  Collaboration is vital under any governance regime, but non-EU 
Coastal States such as Norway and Iceland retain jurisdiction and negotiate on their 
own behalf. 

http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/SB_14-49.pdf
http://www.scottish.parliament.uk/ResearchBriefingsAndFactsheets/S4/SB_14-49.pdf
http://ec.europa.eu/fisheries/cfp/emff/index_en.htm
http://ec.europa.eu/fisheries/cfp/international/agreements/index_en.htm
http://www.sff.co.uk/sff-outlines-to-rural-economy-secretary-the-opportunities-leaving-the-eu-brings-to-our-fisheries/
http://www.sff.co.uk/europe-and-scottish-fishing/
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If the UK were to leave the EU, then the UK’s long-lost control over the greater part of 
the northern European fishing grounds would be restored.  This is a statement of fact 
rather than a killer argument for withdrawal because, of course, there are other 
factors to consider in the balance. This is because whilst regaining control of our 
fisheries, the UK (like Norway and Iceland) would still have to set its own fishing 
opportunities in prudent accordance with fish-stock science and through negotiation 
with other coastal states, including those still in membership of the EU. 

Despite this, from the fishing industry point of view, leaving the CFP still instinctively 
sounds like a good thing – more so if the balance between that gain and the other 
effects of leaving the EU turned out to be positive – and of course, presuming that the 
UK and Scottish home nation governments could do a better fisheries management 
job than the EU does at the moment. 

But the whole debate is much more complicated than this, and the balance of benefits 
brought through membership of the EU also needs to be carefully considered – not 
least those provided by an open market place for our seafood products, and no doubt 
for many other reasons too. The free movement of labour within the Euro-zone is a 
contentious issue, but it is undeniably one that has benefited fishing and our precious 
seafood processing sector. 

We could spend all day listing the faults of the CFP, but the major underlying one is 
the persistent micro-management from Brussels and lack of regional control of 
fisheries. Much better instead to manage fisheries regionally and adopt regional 
management for regional issues, and the recently reformed CFP did go some way 
towards achieving this – management has moved closer to the practitioners, but that 
change now needs to be developed further. From those politicians arguing for us to 
stay within the EU, we would like to see a pledge on that.” 

Following the referendum, the Scottish White Fish Producers Association and Shetland 
Fishermen’s Association also issued a joint statement titled EU exit means governments 
and industry need to work together for sensible fisheries rules. 

  

http://www.swfpa.com/news/eu-exit-means-governments-and-industry-need-to-work-together-for-sensible-fisheries-rules
http://www.swfpa.com/news/eu-exit-means-governments-and-industry-need-to-work-together-for-sensible-fisheries-rules


 10 

Food and Drink 
Food and drink is Scotland’s biggest export in terms of sector.  The value of Food and 
drink exports to the EU was £1,775m in 2014.   This reflects an increase of 57% (£645m) 
since 2002. However exports have fallen by 3% (£55m) since 2013. 

As a proportion of food and drink exports, those going to the EU have shrunk from a peak 
of 45% in 2008 to 37% in 2014 (see Figure 2). 

Figure 2: Food and Drink exports: 2002 – 2014 (m)

 
Source: Export Statistics Scotland 2014 

Whisky makes up the majority of food and drink exports (83%).  Of all whisky exports, 32% 
go to the EU which is a fall from 42% in 2008. 

The total value of whisky exports has increased by 73% (£1,665m) since 2002. Of these, 
EU exports have increased by 41% (£365m) since 2002 (see Figure 3). 

Figure 3: Distilling, rectifying and blending of spirits exports: 2002 – 2014 (m)

 
Source: Scotch Whisky Association 

Based on 2014 figures, the top 5 importers of whisky in the EU are: France (£450m), Spain 
(£170m), Germany (£140m), Latvia (£80m) and the Netherlands (£60m) 

While the EU accounts for 32% of the value of exports it accounts for 37% of the volume of 
whisky exports. The USA accounts for 19% of the value of exports but only 10% of the 
total volume of export. 
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http://www.gov.scot/Topics/Statistics/Browse/Economy/Exports/ESSPublication
http://www.scotch-whisky.org.uk/news-publications/publications/documents/statistical-report-2014/
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EU Protected Food Name scheme 

European Union membership allows for participation in the EU protected food name 
scheme which highlights regional and traditional foods whose authenticity and origin can 
be guaranteed.  Under the Protected Food Name Scheme, a named food or drink 
registered at a European level will be given legal protection against imitation throughout 
the EU. There are 3 protection marks producers can apply to the EU for (DEFRA, 
undated): 

 protected geographical indication (PGI) 

 protected designation of origin (PDO) 

 traditional speciality guaranteed (TSG) 

There are 73 protected food names in the UK, including food products, wine, beers, ciders, 
spirit drinks and wool.  Examples of Scottish protected food names include Scotch Lamb, 
Scottish Farmed Salmon, Scottish Wild Salmon and Stornoway Black Pudding.   

Scotch whisky is not included on the protected food names list. This is because Scotch 
whisky is registered as a Geographical Indication (GI) under European Regulation (EC) No 
110/2008 on the definition, description, presentation, labelling and the protection of 
geographical indications of spirit drinks. 

 

  

https://www.gov.uk/guidance/eu-protected-food-names-how-to-register-food-or-drink-products
https://www.gov.uk/guidance/eu-protected-food-names-how-to-register-food-or-drink-products
https://www.gov.uk/government/collections/protected-food-name-scheme-uk-registered-products
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Higher Education 

There are two main areas where EU membership has an impact on higher education: the 

movement of students between EU member states; and access to research funding from 

the EU. 

Inward Student Mobility 

EU nationals who wish to study at a higher education institution (HEI) in an EU member 

state that is not their home domicile are entitled to free movement protection rights under 

the terms of the Treaty on the Functioning of the European Union (TFEU).  Article 21 of 

TFEU gives EU citizens a right of free movement across EU member states, while Article 

18 offers a complementary right not to be discriminated against on the grounds of 

nationality when exercising this free movement right. 

These protections mean that eligible EU students should not be treated differently from a 

home student in relation to the cost of tuition for accessing higher education in another EU 

member state. 

The Treaty rights offered through TFEU mean that full time undergraduate students 

coming to study at a Scottish HEI from another EU member state cannot be treated 

differently from Scottish domiciled students – in this case meaning that they cannot be 

charged a tuition fee for accessing higher education. 

Figures for 2014-15 showed that SAAS provided financial support to 14,440 non-UK EU 

students studying at Scottish HEIs in academic year 2014-15. Typically, an EU domiciled 

student would only receive tuition fee support; there is no equivalent right for EU domiciled 

students to receive financial support for living costs (in the form or loans or bursary 

allowances)3.The cost to the Scottish Government of SAAS student support for EU 

students in academic year 2014-15 was £27.1 million; representing 3.5 per cent of the total 

student support funding that was allocated by SAAS for that academic year. 

Figure 4 shows the proportion of the full time first degree students at Scottish HEIs by 

home domicile during the period 2006-07 to 2014-15. Participation rates for Scottish 

domiciled, rest of UK and international students are included for context.  

 
 
 
 
 
 
 
 
 

                                                
3
 In practice, a contribution to living costs can be made available via ERASMUS+ grant funding. 

http://www.saas.gov.uk/_forms/statistics_1415.pdf
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Figure 4: Proportion of full time first degree students at Scottish HEIs, by home 
domicile 2006-07 to 2014-15 

 
Source: Scottish Funding Council (personal communication) 

Figure 4 shows that the majority of students at Scottish HEIs are Scottish domiciled - 

representing over two thirds (68.5%) of full time first degree students at Scottish HEIs in 

2014-15. While the proportion of Scottish and rest of UK students at Scottish HEIs has 

slightly fallen in the period 2006-07 to 2014-15, the proportion of EU students at Scottish 

HEIs has risen, from 5.7 per cent in 2006-07 to 9.6 per cent in 2014-15. 

Universities UK has analysed the impact of EU student in-migration to different regions of 

the UK; based on figures from 2011-12, it found that EU students have generated £414.1 

million for the Scottish economy and in doing so created 3,743 jobs. 

The Scottish Government and Universities Scotland have confirmed that, following the 

outcome of the EU referendum, current student support available to EU students will 

remain in place for those already studying in Scotland and also those preparing to start this 

year. 

Outward Student Mobility 

While Figure 4 shows that there is a significant intake of students to Scottish HEIs from 

other EU member states, the (limited) available evidence on outward migration suggests 

that few Scottish domiciled students are taking up the opportunity to study in other EU 

member states. One explanation4 for this is that there is limited availability of Scottish 

Government funding to financially support a student wishing to pursue a full time degree 

programme at an HEI in another EU member state. 

There is a long standing agreement in place that SAAS will fund certain degree courses 

running in the Republic of Ireland. SAAS also has an agreement in place to fund certain 

courses (mainly postgraduate) at European HEIs. The numbers of students that can 

access this support is capped. In 2013-14 there was one course at an HEI in another EU 

                                                
4
 Availability of funding is one explanation or inward and outward student migration. Other factors can also 

affect the decisions made by students about where to study e.g. a wish to stay near family and friends, family 
obligations or other connections to the community, economy or social life in their home area. 

http://www.universitiesuk.ac.uk/news/Pages/eu-students-vital-to-regional-economies.aspx
http://news.scotland.gov.uk/News/Reassurance-for-EU-students-25e2.aspx
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member state that only offered support to one student, while others can offer support for 

up to six students. Figures from SAAS show that historically, only 20-30 students have 

received support to study in another EU member state, with around half studying in the 

Republic of Ireland. No figures are currently available on the amount spent by the Scottish 

Government to support these students in 2014-15. Figures for 2013-14 showed that 

£129,000 was spent on living cost support5. 

There is, at present, a pilot scheme being operated by the Scottish Government offering 

Scottish domiciled students wishing to study for a degree at one of five partner HEIs in 

other EU member states to access to the same support that would be available if they 

were studying at a Scottish HEI. This is only available where the student is pursuing a full 

time degree programme at one of these five partner HEIs. The pilot scheme means 

students seeking to start a degree programme at one of these partner organisations in 

academic years 2014-15, 2015-16 or 2016-17 would get student support for the complete 

period of the degree programme6.  

Table 1: Scottish domiciled student participation in pilot portability scheme, 2014-15 
and 2015-16 
 2014-15 2015-16 Total cost 

Rhine Waal University 0 0 0 

University of Southern Denmark 0 0 0 

Malmo University 0 1 £4,750 

Maastricht University 7 7 £56,500 

University of Groningen 2 5 £39,750 

Source: Scottish Government (personal communication) 

Notes: The costs above relate to living cost student loan amounts only. There are no tuition fees for Rhine 

Waal, Southern Denmark and Malmo Universities. Tuition fee loan arrangements are made with the Dutch 

Government for study at Maastricht and Groningen. 

Table 1 shows the figures (numbers of students and total cost to the Scottish Government) 

for this programme for those taking up a place in academic years 2014-15 and 2015-16. 

The figures here show that £101,000 was spent by the Scottish Government over the first 

two years of this pilot, all as repayable loans for living costs. 

There has not to date been any analysis of the impact for Scotland of offering the EU pilot 
scheme. 

ERASMUS and ERASMUS+ 

The main study abroad option for UK nationals wishing to spend a period of their time in 

higher education studying at an HEI in another EU member state is ERASMUS+. 

ERASMUS+ replaced ERASMUS in 2014. It is a European Commission initiative where 

member states bid for funds. The student mobility element of ERASMUS+ can involve 

either a period of study in another EU member state (lasting between 3 and 12 months) or 

a work placement (lasting between 2 and 12 months) taken during or within one year of 

                                                
5
 Information and statistics provided by SAAS (September 2015) (personal communication). 

6
 Further information on the pilot is available here 

http://www.saas.gov.uk/_forms/statistics_1415.pdf
http://www.scotland.gov.uk/Topics/Education/PortabilityPilot
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completing a relevant programme of study. The British Council and Ecorys jointly hold the 

contract to deliver ERASMUS+ in the UK over the period 2014 to 2020. 

Figure 5: Participation in ERASMUS study or work placement programmes by 
students from Scottish HEIs, 2009-10 to 2013-14 

 

Source: Erasmus+ (2016)  

There are not yet any figures available on participation in ERASMUS+. Figure 5, however, 

shows the total number of students from UK HEIs that took part in the previous ERASMUS 

programme for academic years 2009-10 to 2013-14. The total numbers taking part in these 

schemes rose from 11,723 in 2009-10 to 15,566 in 2013-14. The proportion of students 

from Scottish HEIs taking part in these programmes remained at around 13 per cent during 

this period. Scottish participation in the Erasmus programme was slightly higher than in 

other parts of the UK (relative to Scotland’s overall population in UK).7 

The European Commission has gathered information on the rankings of HEIs across the 

EU for receiving Erasmus students. In 2013-14, the University of Edinburgh was the 

highest receiving HEI in the UK (ranking 87th) followed by University of Glasgow (ranking 

91st). 

European Research Funding 

Horizon 2020 is the EU’s main funding programme for research and innovation. It is fully 

aligned with major EU policy goals and with the European Research Area; an initiative 

which seeks to coordinate and pool research efforts across Europe. The programme has a 

total budget of €76.4 billion for the period from 2014 to 2020. 

Opportunities for funding are outlined in biennial ‘work programme’ documents published 

by the European Commission, with grants being allocated on a competitive basis to the 

best proposals. The proposals are judged and ranked on their scientific excellence, on how 

                                                
7
 Information provided by Scotland Europa (October 2015) (personal communication) 

14,571

2012-13

12.9%

2009-10

12.8%

11,723

2010-11

12.6%

12,832

2011-12

13.3%

13,660

2013-14

13.5%

15,566

https://www.erasmusplus.org.uk/erasmus-projects
http://ec.europa.eu/education/library/statistics/2014/erasmus-receiving-institutions_en.pdf
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they will be delivered (implementation) and on the expected impact that the project will 

have. There is no geographical allocation or weighting of the funds.  

Figures provided by Scotland Europa8 show that by March 2016 Scotland had secured 

over €217 million of Horizon 2020 funding. This represents 11.6 per cent of the total 

Horizon 2020 allocation to the UK to date. Higher education institutions (HEIs) and 

research institutes have been the main beneficiaries, securing almost 80 per cent (€173 

million) of the funding awarded to Scottish organisations. Of this total, €157 million went to 

HEIs and over €16 million to research institutes. A further €39 million of Horizon 2020 

funding was awarded to Scottish businesses, almost €29.5 million of this going to small 

and medium enterprises. 

Figures up to February 2016 show that the University of Edinburgh is currently the most 

successful Scottish HEI within the UK for Horizon 2020 funding – ranking 6th across the EU 

and gaining over €59 million in funding to date. The University of Glasgow ranks 18th in the 

EU having gained over €35 million in Horizon 2020 funding to February 2016.9 

The effect of the EU referendum on future research funding to Scottish HEIs is not yet 

known. However, early analysis of the potential implications for academic researchers 

published in The Guardian suggests a risk that UK researchers will be cut from any 

planned EU research bids as a result of the decision by the UK to leave the European 

Union. 

  

                                                
8
 Scotland Europa (2016) “Scotland’s engagement in Horizon 2020: Third performance monitoring and 

analysis update (March 2016)” (Personal communication) 
9
 Information provided by Universities Scotland (July 2016) (personal communication) 

https://www.theguardian.com/education/2016/jul/12/uk-scientists-dropped-from-eu-projects-because-of-post-brexit-funding-fears
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Aviation 

The European Commission sets out its transport policies in a white paper Roadmap to a 
Single European Transport Area, which was published during March 2011. This 
establishes a framework for all EU level transport policy, which aims to increase mobility, 
remove major barriers to mobility and fuel growth and employment.  

The European Common Aviation Area 

The UK is currently a member of the European Common Aviation Area (ECAA).  The 
ECAA includes the 28 EU Member States as well as Iceland, Norway, Switzerland and 
several Balkan countries.  The principles of the ECAA cover the free movement of people 
and cargo, freedom of establishment, equal conditions of competition and common rules in 
the areas of safety, security, air traffic management, social and environmental protection.  

In addition, since 2002, EU member states have been required to apply the provisions of 
the Single Market to bilateral air service agreements with third states.  The EU has also 
negotiated so-called “comprehensive agreements” with third countries as a single trading 
bloc. Perhaps the most high-profile of these agreements is the EU/US open-skies 
agreement which entered into force in 2008. 

State Aid 

There are strict EU rules governing the award of State Aid, particularly in relation to 
transport operations. The Treaty Establishing the European Community prohibits any aid 
granted by a Member State or through State resources in any form which distorts or 
threatens to distort competition favouring certain firms or the production of certain goods.  

The aid in question can take a variety of forms, including grants; interest relief; tax relief; 
state guarantee or holding or provision by the state of goods and services on preferential 
terms. 

State Aid rules place restrictions on the Scottish Government’s ability to provide financial 
support for air services. Limiting such support to designated Public Service Obligation 
routes, which link urban centres with remote rural areas. The rules also prevent the 
Scottish Government from providing financial support for route development at Scotland’s 
two largest airports – Edinburgh and Glasgow.  

Passenger Rights 

The EU guarantees air passengers certain rights where their services are subject to delay, 
cancellation or overbooking. Anyone departing from an airport located in the EU, or arriving 
in the EU on a carrier based in the EU, Iceland, Norway or Switzerland is guaranteed rights 
to assistance and compensation where there are long delays, cancellations and 
overbooking which prevents boarding.  

Potential Impact of UK decision to leave the EU 

The International Air Transport Association (IATA) has suggested three possible options 
for UK-EU aviation co-operation following the UK decision to leave the EU, these are: 

 Continued European Common Aviation Area membership: this would require 
continued acceptance of EU aviation law 

http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52011DC0144
http://eur-lex.europa.eu/legal-content/EN/ALL/?uri=CELEX:52011DC0144
http://www.iata.org/whatwedo/Documents/economics/impact_of_brexit.pdf


 18 

 A bespoke UK-EU horizontal agreement: similar to that in place between the EU 
and the USA 

 No formal arrangement: where any bilateral air services arrangements between 
the UK and the EU would likely be limited to market access only. 

 
Possible outcomes for the aviation industry, passengers and freight shippers of these 
scenarios are set out below.  However, eventual outcomes will depend on future 
negotiations by the UK Government with the EU and other countries.   
 
Continued ECCA membership: Assuming that continued ECCA membership is 
accompanied by continued freedom of movement of people, goods and services, there 
should be little direct impact on the aviation industry, passengers or freight shippers as 
current rules would continue to apply. 

Bespoke UK-EU agreement: The impact would be dependent on the terms of any 
aviation agreement and agreements on free movement of people, goods and services. 

No formal agreement: Given that this would represent a major break from the UK’s 
history of supporting the opening and liberalisation of aviation markets it seems reasonable 
to assume that it would only be pursued if the UK had decided to leave the EU single 
market. If this was the case the aviation industry, passengers and freight shippers would 
likely see major changes.  UK based airlines would probably not be allowed to provide 
services between EU member states, meaning operators such as EasyJet may switch HQ 
from the UK to an EU member state to allow continued provision of these services. 

Potentially all non-UK passport holders would be required to go through more stringent 
passport checks at UK airports, similar to those  currently required for non-EU passport 
holders.  In addition, more stringent customs checks may also have to be applied to non-
UK citizens.  Both of these requirements could result in: 

 travellers from some EU countries requiring visas or electronic authorisation prior to 
travel, similar to the ESTA system used for UK citizens travelling to the USA 

 enhanced passport and customs facilities at airports 

 slower passage through passport control and customs for EU passport holders 
 

Similar new requirements could be placed on UK passport holders travelling to EU 
countries and air passengers on UK flights could lose their EU-wide compensation rights 
for delay and cancellation. 

These additional requirements add both time and cost penalties to UK and EU air travellers 
and the wider aviation industry.  They could act as a disincentive for travel to the UK by EU 
citizens.  Additional customs checks and requirements could also place additional costs on 
international air freight shippers. 

Exit from the Single Market could allow the Scottish Government to offer direct subsidies to 
airports and/or airlines for route development and to directly support air routes not currently 
designated as public service obligations. 

More generally, as an international industry, airlines choose new routes based on a wide 
range of factors – the potential impact of the UK decision to leave the EU on the wider UK 
economy and exchange rates could have an impact on the future development of air 
routes serving the UK, which is difficult to quantify. 
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Edinburgh Airport 

Edinburgh Airport is owned by Global Infrastructure Partners (GIP), an independent 
infrastructure fund manager.  GIP also owns London Gatwick Airport. 

Edinburgh Airport has been Scotland’s busiest since 2006, when annual passenger 
numbers overtook those of Glasgow Airport, as set out in the chart below.  Edinburgh 
Airport is served by 32 airlines providing 173 routes to 122 destinations – the most popular 
of which is London (served by up to 53 departures per day). 

 

 
 
Edinburgh Airport is also Scotland’s busiest freight airport, handling 19, 369 tonnes of 
freight in 2014 – principally mail and parcels. 

Total passenger numbers at Scottish airports effectively doubled between 1994 and 2014 
(rising from 12.2m in 1994 to 24.1m in 2014).  This was principally due to the rise of low 
cost airlines such as Easyjet and Ryanair, which generally provide short haul connections 
between European regional airports. 

The industry suffered a sharp decline in passenger numbers in 2008, due to the financial 
crisis.  As can been seen from the chart above, passenger numbers have almost 
recovered to pre-crisis levels. 

SPICe Research 
25 July 2016 
 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 
Parliament committees and clerking staff.  They provide focused information or respond 
to specific questions or areas of interest to committees and are not intended to offer 
comprehensive coverage of a subject area. 

The Scottish Parliament, Edinburgh, EH99 1SP www.scottish.parliament.uk 
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European and External Relations Committee 
 

3rd Meeting, 2016 (Session 5), Thursday, 28 July 2016 
 

Written submission of evidence from today’s witnesses 
 
Background 
 
The following organisation(s) submitted written evidence in advance of today’s 
Committee meeting (see Annexe): 
 

 Scottish Fishermen’s Federation 
 
Decision 
 
The Committee is invited to take this written evidence into account during the 
discussions at the Committee meeting. 
 

 
Clerking Team 

July 2016 



Annexe 
 
SCOTTISH FISHERMEN’S FEDERATION 
 
The implications to Scotland of Brexit 
 
Brexit and the fishing industry – the central message 
 
The electorate has made a decision – the UK will leave the EU.  The Scottish 
Fishermen’s Federation maintained neutrality throughout the referendum campaign – 
the vote was for individuals not trade associations – but after the result we find, as 
expected, that the Scottish fishing sector is delighted and full of hope that Brexit will 
restore to the UK the normal rights and responsibilities for fishing enjoyed by all 
coastal states in their own sea space.  A glance at the history will illustrate why this 
is the right thing to do.  It is no small thing and will rectify an initial bad mistake that 
evolved into a situation of serious disadvantage for our fishing industry and coastal 
communities.  
 
Unless the Article 50 outcome dictates otherwise at Brexit we will, at last, become 
responsible for fisheries management and exploitation in our own Exclusive 
Economic Zone (EEZ).  Nobody will argue that we should overfish, ignore the 
science, immediately refuse access or suddenly abandon cooperation, but we will at 
last be a normal coastal state under international law, forging regulation, access and 
opportunity to fit our recovered rights.      
 
Regarding the history, the UK along with Ireland and Denmark joined in 1973 what 
was then the European Economic Community, taking the membership count from six 
to nine.  In the give-and-take negotiation over joining conditions, access to fishing 
was made collective with UK fishing famously noted by the government of the day as 
“expendable”.  Perhaps the kindest thing that could be said about that is that the 
future was not forecast properly.  EEZs did not then exist and in the interim there 
have been major changes prejudicial to UK fishing. The member state count has 
gone from nine to 28; division of fishing opportunity has taken place in the form of 
quotas and access – now more than 50% of the fish removed from our waters is 
taken by 14 Nations other than us.  Fisheries management has become a matter of 
co-decision between the Council of Agriculture and Fisheries Ministers and the 
European Parliament.  In 1982 Exclusive Economic Zones (EEZs) out to 200 
nautical miles from coastlines or to the median line between Coastal States also 
came into being, formally conferring rights and responsibility under international law 
for the management and exploitation of resource.  Control of fishing, however, in our 
now considerable patch of Northern Continental Shelf and beyond, had already been 
traded away.  
 
We mention “serious disadvantage” and must explain what that means.  Firstly, as 
an island nation occupying a prime EEZ such as ours, the end result in terms of 
control and fishing opportunity is lamentable.  Secondly we question the competence 
of the regulation and decision-making process.  One half of co-legislation, the 
Council of Ministers, comprises all 28 Member States when only half of them actually 
fish.  The other co-legislator is the European Parliament of 751 MEPs and our 
evidenced conclusion is that only the handful of MEPs (22) who are in the Fisheries 



Committee have a grasp of the issues that are being legislated for.  Adding the all-
pervading influence of the European Commission, which has the sole right of 
initiative in proposing legislation – all fisheries regulation originates there - and also 
exclusive competence for conservation of marine biological resource, means that no 
delegation may legally take place to member states for that responsibility.  Sir 
Humphrey would have killed for power on that scale.  The end result is a distant, 
centralised and monumentally complex process, which produces exactly what might 
be expected from such a structure – of a continuous stream of largely dysfunctional 
rules and regulations. 
 
As explained, the normal situation for a ‘Coastal State” (for example Norway) is that 
rights and responsibility for management and exploitation of resource in their EEZ 
including of course fishing, falls under international law to them.  The UK is already a 
Coastal State for everything other than fishing, which is why we have UK and not 
European Oil & Gas industry.  Brexit means that normal rights and responsibilities for 
fishing will be restored, unless they are traded away again.  A glance at the map will 
reveal the extent of the prize – the UK’s EEZ is a very large patch of absolutely 
prime maritime real estate.  Abandonment by the UK in 1973 of managing partner 
status for its own fishing industry turned out to be plain daft.  But now with optimistic 
planning and execution Brexit can restore it. 
 
There will of course be a transition process, with many challenges, but the 
overwhelming balance of benefit will be on the side of a fit-for-purpose fishing 
management structure in our EEZ that supports communities, jobs, sustainable 
fishing and proper environmental protection. 
 
Bertie Armstrong 
13 July 2016 
  



The implications to Scotland of Brexit 
 
Scottish fishing – synopsis of actions 
 
This paper addresses key fisheries policy and management issues in the light of the 
UK’s referendum vote on EU membership. It assumes that the UK actually leaves 
the EU and asserts its competence over its Exclusive Economic Zone (EEZ); this will 
require new political and management structures to support regional and national 
responsibilities.  
 
Some of these structures, such as the forum used to negotiate fishing opportunities, 
will have to be introduced quickly. Others, such as an appropriate framework for 
managing mixed demersal fisheries, may be seen as longer-term objectives. 
Our goals reflect the specific nature of Scottish fisheries and the demands of those 
that fish for a living. We accept that outcomes will depend on international 
negotiation and regional cooperation, and the changes we seek are based on 
partnership rather than isolation. That said, we believe that the UK fishing industry 
has a strong negotiating hand and can secure significant improvements in fishing 
opportunities and the management of our fisheries. 
 
Clearly, the continuing implementation of the reformed CFP will add a level of 
complexity to an already convoluted and politically charged exit process. Taken 
together, these factors could encourage the UK to agree a ‘conciliatory’ exit 
settlement on fisheries, with the aim of securing concessions elsewhere. This form of 
double jeopardy would be unacceptable; having been seriously damaged in the 
cause of EU entry, the fishing industry must not be damaged again in the cause of 
EU exit.  
 
During the exit process, a negotiated settlement on fishing opportunities will be 
critical to the long-term viability of the fishing industry; after that, fisheries 
management will require close working arrangements with the UK government, 
fisheries administrations and other coastal states.  
Industry Position 
 
Exit from the EU presents a unique opportunity for the UK to re-establish itself as 
major fishing nation. Scottish waters are some of the most productive in the world 
and are capable of delivering a thriving, profitable and sustainable seafood industry.  
The Common Fisheries Policy (CFP) provides equal access to the territorial waters 
of EU Member States and a system of community management of fishery resources 
and conservation measures. The EU negotiates treaties with third countries for 
access to EU territorial waters and vice versa. It establishes total annual allowable 
catches (TACs) for the main stocks in EU waters and allocates quotas to each 
Member State. The UK share of fishing opportunities is significantly less than the 
amount removed from its EEZ.  
 
The volume of catches removed by other nations from UK waters largely ignores the 
stock distribution. It follows that opportunities aligned to zonal attachment are worth 
pursuing: our waters, our fish, our opportunities. The coming negotiations must 
recognise this reality and seek to re-establish these underlying rights.  
 



Where EU law is directly effective, it applies in a Member State only for as long as 
that Member State is a member of the EU. Accordingly, if the UK leaves the EU, the 
provisions of the Treaties and of EU Regulations automatically cease to apply. The 
UK’s membership of the EU, and the applicability of EU law within the UK, is given 
effect in domestic law by the European Communities Act 1972, principally section 2. 
The Brexit process would be likely to entail Parliament repealing the 1972 Act, 
meaning that EU law would cease to apply within the UK. This would include 
regulations relating to the management of marine resources.  
 
Having said that, we are conscious that Parliament may be unwilling to revert to a 
blank slate in all cases where EU regulations cease to have direct effect 
(environmental regulations, for example). In such situations the UK fishing industry 
would seek to avoid any aspects of transposed EU law that threaten its viability As a 
matter of principle, we insist that fisheries regulations incorporate a commitment to 
sustainable harvesting whilst allowing the fleets to operate in an economically 
coherent manner.  Scottish fishermen have a proven track record of rebuilding fish 
stocks and protecting the wider ecosystem; many of our stocks are now certified 
under the gold standard of the Marine Stewardship Council (MSC) 
 
Managing the marine environment and especially fisheries is a complex and often 
difficult challenge. The catching sector has long advocated the need for effective and 
responsive regional management, with fishers embedded in the heart of a bottom-up 
decision-making process.    
 
Our aims and aspirations on exit from the EU are very clear: 
 

• Fairer shares of catching opportunities for our fishermen: our waters, our 
fish, our rights.   

• Harmful elements of any retained EU fisheries law has to be amended 
immediately. 

• Fishers should be embedded in the decision-making process from day one 
via a UK management group. Industry representatives should also form 
part of the UK fisheries team when negotiating TACs and quotas at coastal 
state level.  

• It is widely understood that Scotland has the competence through the 
Scotland Act to manage its own EEZ. But we are committed to working 
with other areas of the UK to deliver coherent fisheries policies and 
management. 

 
 
13 July 2016 
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