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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

COVID-19 – impact on Scotland’s businesses, workers and economy 

SUBMISSION FROM              ADS SCOTLAND 

ABOUT ADS AND ADS SCOTLAND 

ADS is the trade association advancing the UK‟s aerospace, defence, security 
and space industries. ADS has more than 1,100-member companies across all four 
sectors, with over 95% of these companies identified as Small and Medium Size 
Enterprises (SMEs).  

The UK is a world leader in the supply of aerospace, defence, security and space 
products and services. From technology and exports, to apprenticeships and 
investment, our sectors are vital to the UK‟s growth – generating £78bn a year for 
the UK economy, including £44bn in exports, and supporting over 1,000,000 jobs.  

ADS Scotland is proud to represent these vital companies in Scotland, and we 
believe Scotland‟s Aerospace, Defence, Security and Space industries are making a 
significant and valuable contribution to economic prosperity and national security. In 
summary 
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The Scottish Parliament‟s Economy, Energy and Fair Work Committee requested 
views on the impact of COVID-19 on businesses, workers and the economy in 
Scotland and ADS Scotland is happy to provide this submission on behalf of our 
sectors. 

SUMMARY 

 Tens of thousands of jobs are at risk in the UK‟s aerospace, defence, security 
and space industries without coordinated action to support economic 
recovery. 

 The impact of the crisis is stark for many ADS member companies, with some 
carrying out consultations on potential redundancies, while delays in 
deliveries of new aircraft are set to cost the UK £5bn in lost value in 2020. 

 The impact of the COVID-19 pandemic on our sectors‟ activities has been 
damaging but varied, hitting the aerospace sector most significantly. It has 
had three core impacts – firstly, hindering business operations; secondly, 
depressing demand; and thirdly, hindering the flow of goods. 

 The UK and Scottish Governments have offered unprecedented support 
packages to businesses, which our sectors intend to make full use of. 
However, these packages must not be allowed to lapse while the pandemic 
continues to spread and remaining gaps in their coverage (for instance, for 
medium-sized businesses) should be filled. 

 We must promote an international response to the crisis, working closely with 
our European partners as well as international organisations to reduce 
barriers to international trade and the cross-border flow of goods. 

 Scotland‟s economic success and the Scottish Government‟s manufacturing 
strategy and initiatives such as National Manufacturing Institute for Scotland 
future success are all predicated on manufacturing sectors such as 
aerospace, defence, security and space emerging from the pandemic intact 
and with a clear route back to robust health and towards a sustainable future, 
delivering innovation, high value jobs and security. 
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1. Impact the global COVID-19 pandemic on aerospace, defence, security and 
space  

On 24th March 2020 air traffic in Europe had dropped by 77% with 21,254 flights 
less than in the previous year. On 16th April Boeing President and CEO Dave 
Calhoun said “The impact of the global pandemic on the airlines has been like 
nothing anyone has ever seen. Global airline revenues are set to drop by a total of 
$314 billion by the end of the year. In the U.S. alone, some 2,500 aircraft have been 
idled, and passenger volume is down over 95% compared to last year.” By 31st 
March, 61% of the global passenger jet fleet has been put into storage. 

The consequent impact of the COVID-19 pandemic on trade by the UK‟s aerospace 
sector has been severe. On 8th April Airbus published new average production rates 
representing a reduction of roughly one third on pre-crisis expectations. Airbus Chief 
Executive Officer Guillaume Faury said: 

"The impact of this pandemic is unprecedented. At Airbus, protecting our people and 
supporting the fight against the virus are our chief priorities at this time. We are in 
constant dialogue with our customers and supply chain partners as we are all going 
through these difficult times together."  

On 29th April the Airbus Chief Executive described the pandemic as the “gravest 
crisis” the aerospace industry has known.  

There has been an immediate impact on business and manufacturing facilities with 
our sectors working tirelessly to mitigate the negative impacts of the pandemic on 
their sites, their domestic and international activities and export sales. Tough 
decisions have been taken on shutdown periods for sites, enforced holidays for 
workers, voluntary pay cuts and reduced shifts and freeing up committed cash to 
maintain cash flow during this challenging period.  

However, the longer that the pandemic continues the more likely it is that our sectors 
will suffer significant, long-term economic damage, with increasing numbers of 
redundancies made and companies going out of business.  

There is a limit to the steps that individual companies can take to mitigate the 
negative impacts of the pandemic and for that reason Governments must continue to 
work with industry on support packages to get through this period together. 

The primary impact for ADS‟s members has been on the supply side in the short 
term. Businesses have faced delays with their supply chains and access to raw 
materials, leading to slowing production rates; confusion around the ability of 
employees to work in manufacturing sectors; and severe cash flow issues. Supply 
chains in Europe have been heavily impacted and are starting to close for prolonged 
periods, which is consequently impacting the UK. 

And as economies around the world continue shutdowns to restrict the spread of 
COVID-19, global aerospace manufacturers have felt the effect with slowdowns in 
deliveries for the first quarter of 2020. 
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Aircraft delivery figures for Q1 2020 were the lowest first quarter on record as the 
crisis prevented planned deliveries from being made. The first three months of 2020 
saw a 44.7% fall in deliveries from the same period in 2019, with 172 deliveries in 
January to March. Aircraft orders in March started to see the impact of COVID-19 
with a 10% year on year decline from 2019. A strong month for orders in January 
before the effects of the crisis were felt means Q1 orders overall reached 405. 
However, with production rates and airline demand slowing, the continuing effects of 
the crisis will be clearer in Q2. 

Nevertheless predictions for the impact upon the sector already range from a 
reduction in demand for new aircraft between 25% and 50% and the global demand 
for maintenance, repair and overhaul services (where Scotland is particularly strong 
historically) falling by between 50 – 70% in 2020. These predictions and consultation 
with our members has led ADS to warn that Tens of thousands of jobs are at risk in 
the UK‟s aerospace, defence, security and space industries without coordinated 
action to support economic recovery. 

The scale of the impact has been brought home with Rolls-Royce‟s announcement 
of a major reorganisation proposal to address the impact of COVID-19, including the 
loss of at least 9,000 jobs and cuts to expenditure across plant and property, capital 
and other areas. The reorganisation will predominantly affect the company‟s civil 
aerospace business – the UK and US defence business will not be affected by 
headcount reductions.  

In the defence sector, the immediate impact has been on the operation of facilities 
and their supply chains, nevertheless some defence business activities and 
employees are classed as being part of the Critical National Infrastructure and as 
such must remain active throughout the crisis. Longer term while it is plausible that 
Government budgets will be squeezed by the pandemic (in part due to the economic 
slow-down it inflicts and in part due to the cost of economic stimulus packages), this 
means the immediate impact upon defence has been limited. Nevertheless, we are 
already seeing some programmes being delayed, some defence budgets 
internationally being cut and some supply chain disruption. 

In the security and space sectors, beyond common impacts, a larger portion of 
export sales are services-based, increasingly delivered as a digital product, and in 
large part sold to the private sector. For that reason, the impact on export sales has 
been negative but the picture is mixed at this stage because the sale of digitally 
enabled services has broadly been unaffected. Future international trade 
opportunities have however dried up. 

One area that has been particularly encouraging has been the way our sectors have 
responded to the crisis by altering their facilities to manufacture ventilators and PPE 
equipment and we are particularly proud of their work at this time. 
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2. Government responses in Scotland and the UK to the negative impact of 
the pandemic on UK businesses  

The UK Government‟s business support measures have undoubtedly been 

ambitious and hugely welcome. The Coronavirus Business Interruption Loans 
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Scheme (CBILS), the Covid Corporate Financing Facility (CCFF), and the 

Coronavirus Job Retention Scheme, as well as other schemes, are being used by 

our sectors.  

In addition to these support initiatives the UK Business Secretary Alok Sharma has 

shown welcome clarity and support by writing to those working in manufacturing 

and industry in the UK, confirming that there is no restriction on manufacturing 

continuing under current rules. In an open letter published on Gov.uk, the Business 

Secretary said: 

"Manufacturing is a critical part of our economy and I would like to be clear that there 

is no restriction on manufacturing continuing under the current rules. Guidelines from 

Public Health England provide best practice advice on how this can be done safely." 

All these measures and initiatives are welcome, notwithstanding the need for further 

reforms and additional steps and industry would welcome further measures 

supporting manufacturing, additional tax holidays and delays in other charges (e.g. 

VAT).  

The U.S. government and 10 airlines agreed on a $25 billion package of support that 

will help Boeing customers until passengers can begin to travel again. While 

according to published reports, the US Government Covid response provides nearly 

$80 billion in loans and grants to the aviation industry, as well as $10 billion in airport 

grants and another $100 million set aside for “general aviation facilities.”  An 

unprecedented global pandemic requires an unprecedented response and ADS calls 

for a „Whole of Government‟ approach to the response to the pandemic, working in 

all economic departments, HM Treasury and the Department for Business, Energy 

and Industrial Strategy, Scottish Government, Welsh Government, Northern Ireland 

Executive must ensure that existing and future COVID-19 support packages for UK 

business. 

In the long term Government must work with industry to develop a recovery plan that 

will enable our sectors to work their way back to long-term, sustainable growth. This 

is particularly important for the aerospace sector, where it is likely that the recovery 

times may be longer compared to other areas of the economy given the potential for 

long-term restrictions on international travel.  Government should keep R&D funding 

available and other measures to create a competitive future for the UK once the 

immediate economic dangers from COVID-19 recede. Consideration should also be 

given to what other support packages can be introduced, for instance on capital 

allowances, R&D tax credits and the annual investment allowance, to support future 

business investments. 

Summary 

The aerospace, defence, security and space sectors have demonstrably been crucial 

to the UK and Scottish economies and will remain crucial to their continued success 

post coronavirus.  

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878651/Letter_from_Secretary_of_State_Alok_Sharma_MP_to_those_working_in_Manufacturing.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/878651/Letter_from_Secretary_of_State_Alok_Sharma_MP_to_those_working_in_Manufacturing.pdf
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If we wish to ensure that a sustainable and successful sector emerges from this 

crisis it is essential that Government works with industry to put in place the measures 

needed to support it through this challenging period and towards a return to long-

term growth. 


