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The sixth meeting of the Ministerial Forum (EU Negotiations) was held today in 70 
Whitehall, London and was chaired by the Minister for the Constitution, Chloe Smith MP, 
and the Parliamentary Under Secretary of State at the Department for Exiting the EU, Robin 
Walker MP. 
  
The attending Ministers were: 
  

● From UK Government: the Minister for the Constitution, Chloe Smith MP; the 
Parliamentary Under Secretary of State at the Department for Exiting the EU, Robin 
Walker MP; the Minister of State for Transport, Jesse Norman MP; the Economic 
Secretary to the Treasury, John Glen MP; and the Minister of State at the Department 
for Business, Energy and Industrial Strategy, Claire Perry MP [TBC] 

● From the Scottish Government: the Minister for Parliamentary Business and Veterans, 
Graeme Dey MSP; the Minister for Energy, Connectivity and the Islands, Paul 
Wheelhouse MSP; and the Minister for Trade, Investment and Innovation, Ivan 
McKee MSP 

● From the Welsh Government: the Minister for Housing and Regeneration, Rebecca 
Evans AM; the Cabinet Secretary for Economy and Transport, Ken Skates AM; and 
the Cabinet Secretary for Energy, Planning and Rural Affairs, Lesley Griffiths AM 

In the absence of Ministers from the Northern Ireland Executive, Graeme Wilkinson, Director 
of EU Relations, Northern Ireland Civil Service, was also in attendance. 
  
The five principal agenda items at the meeting were an update and discussion of the latest 
state of EU negotiations; a discussion on transport; financial services; services; and energy, in 
the context of our future relationship with the EU. 
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Scottish Government Key Priorities in the Policy Areas for Discussion on 3 
December 2018.  
 

1. Services 
2. Financial Services 
3. Transport  
4. Energy and Climate 

 
 
As set out in Scotland’s Place in Europe: An Assessment of the UK Government’s 
Proposed Future Relationship with the EU we consider that the deal, in particular the 
political declaration, which has been reached will be damaging for Scotland’s interests, 
will prolong uncertainty and leave Scotland and the rest of the UK poorer economically 
and socially.  
 
It is the view of the Scottish Government that the House of Commons should reject 
the deal which is proposed and direct the Government to pursue a better alternative. 
The two options, aside from a general election, which we would support are either a 
future relationship based on permanent membership of the Single Market and 
Customs Union, or a second EU referendum with the option to remain.  
 
In view of the limited time for in depth discussion at this Ministerial Forum, we are 
enclosing here more detail on our key concerns and priorities in relation to the future 
relationship with the EU in these policy areas.  
 
Above all it is critical that as we progress the meaningful engagement of the devolved 
administrations in the development of the UK approach to negotiations is improved. 
This must include the early sharing of analysis and evidence, open and frank 
discussion in a safe space among officials and in Ministerial forums.  
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1. Services 
 
Summary  
Services are an increasingly significant part of the UK (and Scottish) economy.  
Progress towards a single market in services has benefited a whole range of service 
providers in all parts of the UK and the Scottish Government believes that any future 
arrangements must, at the very least, maintain these benefits. 
 
While goods make up the bulk of Scottish trade with the EU, services account for 
around 75% of Scotland’s economic output1.  Services are also becoming increasingly 
important to the composition of Scotland’s exports.  Service sector exports to the EU, 
for example, have risen from 22% of total EU exports in 2002 to 33% of total EU 
exports in 2016.  
 

There is no certainty in the Prime Minister’s deal on the future trading arrangements 
for services. 
 
The definition of the future relationship remains vague, however given the exclusion 
of Single Market and Customs Union membership it can only amount to a Free Trade 
Agreement (FTA). This will introduce non-tariff barriers which would inhibit Scottish 
companies’ ability to trade with their EU counterparts and is likely to see business 
investment, productivity, earnings and employment all reduced, compared to staying 
in the EU. 
 
Based on the Withdrawal Agreement and the political declaration, Scotland will be 
substantially poorer than it would be if it stayed in the European Union.  This will affect 
the service sector in particular. 
 
Scotland’s interests in the negotiations include: 

 An extension of sectoral coverage to include all Scotland’s services; 
 Ensuring that any exceptions and limitations are not detrimental to 

Scotland’s economy; 
 A deep and comprehensive system of mutual recognition of professional 

qualifications; 
 Comprehensive rules covering the digital environment for business and 

consumers 
 

Introduction  
 
The most significant barriers to trade in services for Scottish businesses are those 
which have been removed or addressed in the single market for services in the EU 
(i.e. establishment requirements, regulatory compliance, restrictions on access, 
mutual recognition of professional qualifications and restrictions on annual travel). 
 
From an already unambitious starting point in their July White Paper, the UK 
Government has ceded further ground on services in the Political Declaration. The  
language in the declaration accepts that there may be exceptions and limitations to 
the scope of obligations in respect of cross border trade in services and the movement 
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of capital and payments, merely some form of “appropriate” arrangements for 
recognition of professional qualifications which will be connected to the depth and 
breadth of the provisions on movement of people.  
 
There is little within the Political Declaration that suggests breaking new ground for 
trade in services and investment in comparison with recent FTAs signed by the EU or 
other advanced economies.  
 
No free trade agreement in the world provides the degree of freedom of movement in 
services that is lost by leaving the single market and it is difficult to see how such a 
loss could be made up. The interests of Scotland’s growing service sector are different, 
and it is essential that we are fully involved in determining UK negotiating priorities in 
the future.   
 
Structural Differences with the rest of the UK 
 
Comparing Export Statistics Scotland data with the UK Pink Book highlights the 
differences between Scotland’s exports and those of the UK as a whole - not just in 
terms of service activity.  Scotland has greater exposure to the EU in important sectors, 
and has a larger exposure to a small number of key markets: 
 
The wholesaling of fishery and aquaculture products is included in Wholesale, retail 
trade; repair of motor vehicles, Scotland’s largest EU export sector, and 60% of 
wholesaling exports are to the EU.   
 

Professional, scientific and technical activities are Scotland’s second largest EU 
export sector, but have relatively low exposure to the EU, with little more than 25% of 
exports being to EU countries.   
 

Transportation and storage is Scotland’s third largest EU export sector, but with 64% 
of total exports being to the EU is second most exposed to the EU.   
 
The UK’s three largest export sectors are different from Scotland’s - Other business 
services, Financial Services and Travel. The highest exposure to the EU is 52% 
(Construction).  This UK sector is less exposed to the EU than Scotland’s three sectors 
with the highest level of exposure. 
 
In terms of destination, the data shows that while the UK and Scotland share the same 
top 10 EU export destinations, there are differences.  For example, Scotland is more 
reliant than the UK on exports to Ireland, Denmark and Spain.  30% of Scotland EU 
exports are to these three countries alone – but they only receive 20% of the UK’s 
exports.  
 
The Political Declaration 
 
The Political Declaration falls short of Scotland’s expectations in several key areas: 
 
 The sectors identified in the draft Political Declaration (professional and business 

services, telecommunications services, courier and postal services, distribution 
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services, environmental services, financial services and transport services) do not 
match Scotland’s key sectoral interests.  

o The Declaration also suggests that additional categories will only be 
considered if they are of ‘mutual interest’.  The Scottish Government will 
require guarantees that the interests of a particular nation or region, 
where they differ from the UK as a whole, will be considered to be 
national interests of the UK Government.  

 On Mutual Recognition of Professional Qualifications, the UK Government has 
moved from its position in the White Paper – a professional qualifications regime 
that is “is broad in scope, covering the same range of professions as the Mutual 
Recognition of Qualifications Directive” to “The Parties should also develop 
appropriate arrangements on those professional qualifications which are 
necessary to the pursuit of regulated professions, where in the Parties’ mutual 
interests”.   

o If the current range of professions is no longer protected, this introduces 
risks not only in terms of Scotland’s ability to trade in services, but to 
provide vital public services at home. 

 
 Migration and the free movement of people afforded by EU membership, is crucial 

to the development of Scotland as an inclusive, fair, prosperous and innovative 
country.  Our discussion paper Scotland’s population needs and migration policy: 
Discussion paper on evidence, policy and powers for the Scottish Parliament 
examined in detail the importance to Scotland’s economic prospects and 
demographic sustainability of Scotland continuing to attract the level and nature of 
migration it needs.   

o It also called for greater involvement in UK migration policy in support of 
Scotland’s needs, alongside options for new powers for the Scottish 
Parliament to allow Scottish Ministers to set rules and criteria for a new 
route to enable long-term migration to Scotland. 

 
The Political Declaration includes reference to ‘mutual interest’ both in the extension 
of discussions to further sectors, and in respect of MRPQ.  The Scottish Government 
is concerned that the focus on ‘mutual interest’ may act to exclude key sectoral 
interests in the nations and regions of the UK and EU that are heavily reliant on 
particular economic activities that are not widespread within their overall market. 
 
Scotland’s Interests 
 
Scotland’s interests in the negotiations on services include, but are not limited to: 
 

 An extension of the sectors included in discussions to include service sectors 
included in SIC categories of Wholesale, retail trade; repair of motor 
vehicles, and Professional, scientific and technical activities 
(notwithstanding any overlap with the categories included in the Political 
Declaration).  

 Ensuring that any exceptions and limitations identified in negotiations are not 
detrimental to Scotland’s economy.  

 A deep and comprehensive MRPQ system based on existing Directives and 
going beyond sectors identified in the Political Declaration. Recognition and the 
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associated information exchange systems should continue to operate and 
support the effective recruitment of qualified professionals in Scotland. 

 In the context of the increasing digitalisation of trade, trade negotiations should 
provide rules covering digital trade and cross-border data flows, consumer 
protection in the online environment, electronic trust and authentication 
services, open internet access, unsolicited direct marketing communications, 
improvement of the conditions for international roaming and addressing 
unjustified data localisation requirements, while neither negotiating nor 
affecting the existing high standards for personal data protection.   
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2. Financial Services 
 
The Scottish Government’s objective is to see the Scottish financial and 
professional services industry continue to flourish and grow with continued 
access to the European Single Market. 
 
The financial and professional services industry is a vital contributor to the overall 
success of the Scottish economy and has a large impact on economic growth.  
Scotland is the most important UK financial centre outside London and the South East 
 
The financial services sector is one of the most heavily regulated sectors of the modern 
economy, and the EU has, up to now, provided a framework within which UK regulation 
of the financial sector has been designed, applied, and supervised.  
 
Access to markets 
 
The financial services ‘passport’ enables UK financial institutions to access the 
European Single Market and provide services cross-border without being subject to 
duplicate regulation or supervision, and allows EU companies to provide services to 
UK customers. 
 
The passport is based on the ‘home’ country of a financial institution (where that firm 
is registered) supervising that firm and applying the EU’s ‘single rulebook’.  The 
passport allows a firm to provide services cross-border and to use branches without 
being subject to duplicate regulation or supervision.  
 
The passporting system is built on the assumption that banks and financial services 
firms authorised in any member state of the EU will have met the same, common 
standard and therefore can be treated as if they were locally authorised and is  
underpinned by close regulatory co-operation between national supervisory 
authorities across the EU. 
 
Financial services companies from countries outside the EU and EEA cannot access 
the passporting regime.  They operate under a system of ‘equivalence’, [new] –a 
system with significant limitations compared to the level of access offered by single 
market membership. 
 
The UK Government’s own analysis published last week demonstrates the limitations 
of the equivalence regime compared with the Single Market access currently available 
to the sector. HMT modelling of the White paper proposals, based on equivalence, 
shows additional trade costs on UK-EU trade are estimated to be equivalent to 2 to 9 
per cent of the value of trade compared to today's arrangements.  
 
Access to talent 
 
The Scottish financial services sector is heavily reliant on EU nationals retaining free 
movement of labour is important to enable the sector to continue to contribute to the 
economy and grow further. 
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As with other service sectors, mutual recognition of professional qualifications (MRPQ) 
enables professionals to move and work freely across Europe. The Scottish 
Government’s objective is to see that recognition and the associated information 
exchange systems continue to operate and support the effective recruitment of 
qualified professionals in Scotland.  
 
In Scotland, MRPQ underpins the ability of employers in Scotland to recruit skilled 
European professionals across a range of regulated professions.   
 
The recognition of professional qualifications in the EU is governed by EU Directives.  
MRPQ supports free movement within the EU by enabling regulated professionals to 
have their professional qualifications recognised by other countries in which they wish 
to work.   
 
‘Automatic’ recognition of qualifications applies to seven listed professions. This 
depends on harmonised minimum training conditions as set out specifically in the 
Directive (i.e. duration and content of undergraduate training programmes). 
 
A ‘general’ system of recognition applies to a wide range of other regulated 
professions including finance / accountancy. In principle, access to regulated 
profession is granted to any individual who can demonstrate they are fully qualified in 
their home country.  This is considered on a case by case basis and EU member states 
have some discretion in terms of granting access.   
 
Separate specific legislation applies for lawyers, statutory auditors and insurance 
intermediaries. 
 
Furthermore MRPQ is reliant on access to, and exchange of information between 
member states and the Internal Market Information (IMI) system is one such system 
which supports this. It enables competent authorities to exchange information to 
support mutual recognition i.e. providing alerts and notifications, enabling 
qualifications to be verified.   
 
This system is generally restricted to Members States, with limited exception for some 
third countries where certain conditions, including data protection, are met. 
 
Scotland’s best interests are best protected by remaining in the European 
Single Market, enabling Scottish financial services companies to operate 
throughout the EU without additional regulatory or authorisation requirements, 
and for European businesses to do likewise in Scotland and for Scottish 
companies to continue to attract and retain qualified talented staff from across 
the EU.                                                                                                                                                    
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3. Transport 
 
1. The Scottish Government’s objective is to be in a position to maintain and 

improve transport links from Scotland to European and international 
destinations. 

 
The EU’s common transport policy has resulted in positive outcomes that have brought 
benefit to Scotland – economically, socially and environmentally - and which need to 
be protected.  Membership of the European Union has allowed Scottish transport 
operators and businesses to free access EU markets without costs or barriers.  

 
Scotland has direct links with almost all the key cities in Europe and it is vital that 
Scottish airports maintain these direct flights to European airports and have the 
opportunity to establish new direct routes in future.  In 2016, there were 26.9 million 
air passengers flew from Scottish airports, with the EU being the largest international 
destination for Scottish passengers. 

 
Scotland also has some of the largest road haulage companies operating in the UK 
and transporting a range of goods including those from key growth sectors for the 
Scottish economy – such as food and drink.  Many of these goods are time sensitive 
(such as shellfish) which would be severely affected by even short delays. Efficient 
access to the UK and European markets is thus vital for Scotland and its ambitions for 
economic growth. 
 
2. Leaving the EU must not lead to more restrictive access to international 

destinations for air or road haulage operators 
 
It is vital that the Future Relationship with the European Union allows Scottish airports 
to maintain direct air routes to the EU and other international destinations.  It must also 
not restrict our ability to further develop our air routes network. 
 
Any new aviation arrangements agreed as part of a negotiations on the Future 
Relationship will be unable to replicate the liberalised access that the UK currently 
enjoys.  If these new agreements are more restrictive this could reduce the availability 
of flights from Scotland to international destinations. It is vital that leaving the European 
Union does not impede our international connectivity. 
 
Efficient road freight routes across the English channel are essential for transporting 
Scotland’s just-in-time goods, such as fresh seafood, to the main wholesale market in 
Boulogne sur Mer where 80% of this product is sent.  It is vital that leaving the 
European Union does not impede this efficient access to European markets for road 
hauliers.   
 
The ease and speed with which freight passes through ports must also be fully 
protected under future arrangements. Any negative impact, through increased and 
variable journey times as a result of EU Exit could disproportionality impact Scottish 
logistics given the greater distances involved and must be avoided. 
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4. Energy and Climate  
 
The Scottish Government has a well-established framework for energy policy including 
ambitious renewable targets, clear plans to boost energy efficiency and some of the 
most stretching emissions-reduction targets in the world.  
 
The energy sector is one of the jewels in the Scottish crown. In 2017, oil & gas 
production is estimated to have been worth £13.3 billion to the Scottish economy – 
equivalent to almost 8% of Scottish GDP. In 2016 the renewable and low carbon sector 
supported 49,000 jobs in Scotland, with an annual turnover of £11 billion. 
 
Along with our more northerly climate and its impact on heating requirements and 
therefore fuel poverty rates, the Scottish Government clearly has a deep and abiding 
interest in developments in energy policy. 
 
Scotland's first Energy Strategy2 sets out the Scottish Government’s vision for the 
future of energy in Scotland – of a flourishing, competitive energy sector delivering 
secure, affordable and clean energy for Scotland’s households, communities and 
businesses.   
 
The Scottish Government is concerned that its established energy policy goals could 
be put at risk if the current market and regulatory integration was to be lost after the 
UK leaves the European Union. The three key areas of concern with the Energy and 
Climate portfolio are: 
 
1. Internal Energy Market 
 
The Scottish Government believes that the UK should seek to remain in the internal 
energy market (IEM) or ensure close participation with the IEM after leaving the EU.  
 
Scottish Government Participation in the IEM brings significant benefits to the GB 
electricity system - promoting competition and reducing costs for consumers in 
Scotland by allowing efficient trading of electricity and gas through interconnectors.  
 
The Scottish Government is concerned that there may be higher consumer costs and 
risks to security of supply as a result of new tariffs or customs duties, dislocation of 
trading arrangements or new regulations and legal requirements. The UK Government 
should seek to minimise these impacts throughout the transition period and under new 
partnership arrangements.  
 
The UK should seek to secure continued participation in, and influence over, the 
design and delivery of energy market regulation via pan-EU agencies such as the 
Agency for the Co-operation of Energy Regulators (ACER), European Transmission 
System Operators (ETSO), the Council of European Energy Regulators (CEER) and 
others. 
 
The continued trade in electricity is increasingly important to the Scottish energy 
system as we advance in the transition to a decarbonised and increasingly 
                                            
2 Available at: www.gov.scot/energystrategy 

http://www.gov.scot/energystrategy
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decentralised electricity market. For example, existing and proposed interconnectors 
between continental Europe and GB, currently operating under the IEM arrangements, 
can provide flexibility which helps manage the increasing penetration of renewable 
power generation.   
 
While there are ways in which the charges imposed on such interconnections could 
be improved, these major infrastructure projects (such as the proposed NorthConnect 
interconnector) are far more likely to materialise through a continuation of the current 
arrangements such as Projects of Common Interest and the Connecting Europe 
Facility.   
 
2. Availability of funding for infrastructure, innovation, research and development    
 
Scotland’s energy sector has benefited from EU funding that encourages collaboration 
and  supports energy infrastructure projects and research and development, 
particularly in the pursuit of new, low carbon technologies and enabling infrastructure 
– such as offshore wind, marine renewables, district heating and integrated hydrogen 
solutions.  
  
There are several EU funding streams which provide support in the form of grants or 
loans for energy projects that have supported in particular our SMEs and universities 
to demonstrate and commercialise low carbon technologies. These include European 
Structural Funds (which support our Low Carbon Infrastructure Transition 
Programme), Horizon 2020, and the proposed EU ETS Innovation Fund for 
decarbonisation of energy intensive industries. 
 
Losing access to these funding streams – and the possibility of being locked out of 
collaborative projects with other EU partners – would undoubtedly have an effect on 
the scale and quality of energy research, innovation and investment, and put the 
achievement of the long term energy goals set out in Scotland’s Energy Strategy at 
risk. 
 
3. EU Emissions Trading System 
 
The EU Emissions Trading System (EU ETS) is the world’s largest carbon market, 
covering multiple sectors, and paving the way for the global linking of carbon markets. 
It covers the power sector, energy intensive industries such as steel, cement, 
aluminium and refining, and the aviation sector. There are around 1,000 installations 
in the UK which participate in the EU ETS with over 90 in Scotland, covering 35% of 
our emissions. 
 
Phase IV of the EU ETS (2021-30) has been agreed following extensive negotiation 
between member states and industry, and sets an emissions cap that is consistent 
with our commitments under Paris. It also provides access to €9 billion (at current 
prices) of EU ETS Innovation Fund finance to demonstrate and commercialise key 
technologies such as Carbon Capture and Storage (CCS) that are vital for energy 
intensives to decarbonise. All of this is at risk if the UK no longer participates.  And we 
are not convinced that the proposed emergency UK carbon tax for the traded sector 
can replicate the benefits of emissions trading and continued participation in the EU 
ETS.   
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As set out in our Climate Change Plan3, continued membership of the EU ETS is vital 
for achieving our climate targets. The Scottish Government believes that emissions 
trading represents the most cost-effective route to decarbonisation for the above 
sectors, and that continued participation in the EU ETS is essential to provide a level 
playing field for business, driving competitiveness and protecting the Scottish 
economy from the risk of carbon leakage. Therefore we are reassured by the Political 
Declaration’s proposed option of a UK ETS linked to the EU market. However, any 
future UK scheme must be governed jointly by the three Devolved Administrations and 
the UK Governments. 
 
Engagement and future governance  
 
The decarbonisation of the energy system and halting climate change are intimately 
bound up with each other, and they require strategic vision, direction and funding over 
periods of time far longer than a single electoral cycle.  
 
We know all too well that the UK constitution does not allow Parliaments to bind future 
Parliaments, and by removing the EU’s ability to provide that strategic certainty – 
currently given by the 2020 and 2030 climate and energy packages and their 
associated legislation and funding – without putting in place equivalent UK-wide 
governance arrangements to provide certainty, the UK is sending the regrettable 
signal to investors that their operating environment has just been made much more 
risky. Allowing Brexit to slow down the decarbonisation of the economy puts our 
climate change ambitions and the benefits of shifting the economy to a sustainable 
footing at risk.  
 
Through regular engagement, the Scottish Government has urged the UK 
Government to seek to minimise the potentially significant impacts throughout any 
negotiated transition period and under new partnership arrangements. These 
discussions have not yet provided sufficient opportunity to collaborate in the detailed 
development of negotiating positions towards Taskforce 50 discussions on Energy.   
 
To address our concerns, we feel it necessary to establish robust Ministerial 
governance arrangements, ensuring an enduring governance framework for climate 
and energy. Such a mechanism should jointly set strategic goals and make the 
decisions that will provide the stability and certainty that will enable domestic and 
international investors to achieve our ambitions for decarbonising the energy system 
and halting climate change, according to our international obligations under the Paris 
Agreement. 
 

                                            
3 https://www.gov.scot/publications/scottish-governments-climate-change-plan-third-report-proposals-
policies-2018/pages/7/ 
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