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Dear Gordon 
 
In advance of my attendance at the Economy, Energy and Fair Work Committee meeting on 
1 October, I thought it would be helpful to set out in advance what the Scottish Government 
is doing in terms of preparing for the UK’s exit from the EU, currently scheduled for 31 
October. 
 
Firstly, it is important to recognise that, whilst we are making every effort to prepare for 
Brexit, not every effect can be mitigated.  The recently published State of the economy report 
(https://www.gov.scot/publications/state-economy-september-2019/) shows that Scotland’s 
economy has remained resilient despite a backdrop of intensified risk relating to a ‘no-deal’ 
Brexit.  It highlights the impact of the unwinding of Brexit stockpiling on GDP in quarter 2 with 
growth contracting by 0.3 percentage points.  The report also highlights the impact of 
ongoing uncertainty on investment and economic sentiment and the looming impact a no-
deal Brexit poses for jobs, businesses and our economy.  I fear these impacts are becoming 
more pronounced as the economy is already transitioning and economic sentiment is 
softening.   
 
The publication last week of the UK Government’s assessment of the likely impact of and 
preparedness for a no-deal Brexit sets out the stark and grim reality of the dangers we are 
facing.  In this situation, according to the UK Government, delays to freight would mean 
delays to goods in and out of the UK, causing issues for importers and exporters as well as 
manufacturers.  Fresh food supply will decrease and financial services – one of Scotland’s 
largest industries – will be disrupted.  There may be fuel disruption and impacts at Scotland’s 
only refinery at Grangemouth.  All of which points to a major dislocation for our economy.  It 
is hardly a surprise that, faced with these prospects, overseas orders are falling as 
companies in other countries aren’t willing to take the risk to buy products or invest in 
services that they don’t know they will receive. 
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However, we are being proactive in the face of these challenges.  Through our work as a 
Government, we are taking steps to protect jobs and our economy from Brexit at the same 
time as we continue to work to make our economy fit for a low-carbon, high-innovation 
future. 
 
We have organised our response to Brexit in 3 phases:  resilience; recovery;  and 
restructuring.  We are engaging with business organisations across Scotland and seeking to 
address their concerns to mitigate any drop in economic activity and to remove constraints to 
trade. This includes providing bespoke information for how businesses can prepare for Brexit 
and supporting access to finance, for businesses of all sizes.  We are doing this primarily 
through the Prepare for Brexit website - https://www.prepareforbrexit.scot/ - which has had 
over 100000 site visits, with nearly 6000 company assessments completed and 123 grant 
applications approved.  We are encouraging SE to review eligibility criteria and application 
process to maximise accessibility.   
 
In terms of recovery, a revised and updated version of our Economic Action Plan will be 
launched later in the Autumn, setting out the wide range of activities and interventions we 
are undertaking to help deliver sustainable and inclusive economic growth.  Our Future Skills 
Action Plan will help ensure Scotland has a skilled and productive workforce which is 
resilient to future economic challenges.  We are continuing to increase investment in R&D 
and our export plan seeks to ensure we are not just fighting back against the impact of Brexit 
but targeting key markets and key industries that have real growth potential. 
 
We will build on that in the next year with an action plan to boost inward investment and the 
early stage investments of the Scottish National Investment Bank.  In addition, we aim to 
combat the potential fall in population as a result of Brexit, with campaigns to ensure EU 
citizens know Scotland is their home and they are welcome and efforts to secure an 
immigration policy that fits Scotland’s needs.   
 
Within all this, we have 3 lines of defence.  We are working closely with the banks, 
encouraging them to make funding available and signposting businesses to go to them in the 
first place.  The second line is to look to the UK Government to step up and provide support 
to businesses suffering as a result of Brexit, primarily through the British Business Bank.  
Finally, businesses will be able to access existing Scottish Government and agency support.  
We have planned a range of interventions and options that we can deploy in the event of a 
no-deal Brexit.  We will need to be agile in determining which to deploy and when, based on 
an assessment of the situation as it unfolds. 
 
I am clear that the funding for these interventions should come from the UK Government.  
The Scottish budget has been agreed by Parliament and is fully committed.  If resource is 
not forthcoming from the UK Government we will be faced with limitations on how far we can 
deliver contingency plans.  
 
The third phase in our approach is longer-term, restructuring means looking further ahead to 
try to understand what the economy may look like in the future and to prepare for that.  This 
is obviously hard to do in the current uncertain political and economic environment we find 
ourselves in, but we are ready and prepared to adjust our approach to whatever may come. 
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Finally, regarding secondary legislation, the Government and the Parliament have 
undertaken a large amount of work to develop and scrutinise the legislation necessary to 
correct legislative deficiencies caused by Brexit.  We are very grateful to the Parliament and 
committees, including this committee, for all the hard work in scrutinising this legislation.  
The programme to fix legislative deficiencies identified as being critical for the previous 
scheduled EU Exit dates of 29 March and then 12 April was successfully completed.   
 
However the extension of the Article 50 period to 31 October has meant that other critical 
deficiencies have arisen; while other corrections will not need to be made until after the UK 
has left the EU.  Many of these deficiencies are being dealt with by Scottish Statutory 
Instruments.  However, some are being addressed through secondary legislation at the UK 
level.  Under the protocol we have agreed with the Parliament, Scottish Ministers will not 
consent to UK legislative fixes that affect devolved matters without the Parliament having an 
opportunity to consider whether such consent should be given. 
 
We are continuing to work closely with the UK Government on legislative deficiencies, to 
seek clarity on their position and to impress upon them the importance of the agreed 
arrangements for consulting Scottish Ministers and the Parliament on such legislation.  
 
We will continue to notify the Parliament of such legislation in accordance with those 
arrangements, although the timescale may lead to an increased number of cases in which 
the UK Government make secondary legislation affecting devolved matters without the 
Parliament having been able to consider it first. 
 
I look forward to attending the Committee meeting and to discuss the issues I’ve highlighted 
above.  Please note that, whilst I will endeavour to answer all the questions that the 
Committee wishes to ask, I hope you recognise that some issues may sit within other 
portfolios and I may not be able to address them during the meeting. 
 

                                                     
  

DEREK MACKAY  
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