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Leaders Item 10 
Private and Confidential

Developing COSLA’s Response to Leaving the European Union
Purposes

1. To provide a short update on where the UK and Scotland collectively are post the EU Referendum vote of 23 June, and to suggest positions to be pursued and promoted by COSLA.

Recommendations

2. Leaders are asked to:

i. Note the summary of how Brexit appears to be proceeding and the initial activity of COSLA at a political and officer level to influence this;
ii. Consider the proposed areas where mandates are sought to ensure that local political leadership can be maintained and developed, and other areas where information input and policy development is required (paragraphs 21-33 below);
iii. Approve the mandates and further matters to be pursued subject to discussion and agreement of Group Leaders; 
iv. Agree that a short life Task Group be established, comprising COSLA Presidential Team and Political Group Leaders and chaired by Cllr Hagan, Development, Economy and Sustainability Spokesperson; and
v. Agree that further reports be brought back to COSLA Leaders meetings, Convention and Executive Groups, where appropriate.
Background

3. Reports have previously been provided to both Convention and Leaders post-EU referendum.  As time moves on, the complexity of what is now commonly termed ‘Brexit’ becomes increasingly apparent.  Rather than repeat the content of those reports (and similar ones that have been provided to Executive Groups) this paper summarises matters that have arisen since early October.
4. Little direct information has come out over the UK Cabinet’s preferred positions for the UK post Brexit.  From various speeches and responses from the Prime Minister it appears to be to secure an UK-EU deal that maximises UK access to the single EU Market with cooperation arrangements on issues such as security and joint EU funding projects of common interest (e.g. research, energy links).  UK Ministers seem to want reciprocal arrangements on workers and pension arrangements of EU nationals in the UK and UK nationals in the EU – but not freedom of movement.  Further they do not wish the European Court of Justice to retain any form of jurisdiction in the UK.
5. Given the 27 remaining EU states (rEU) near uniform reaction to reject such a proposition, this position does not seem tenable.  After the Presidential elections in France (April/May 2017) and Germany (February 2017) there may be some softening of this hard line, but equally it is possible that the overall remaining states’ position will not change.
6. At the same time that this has been going on, the UK Government has been hardening its position that there should be a single UK wide deal – although what this might mean for Northern Ireland/Irish Republic affairs is no clearer.
7. The PM, Theresa May, confirmed in early October that the Brexit negotiations would start once Article 50 is formally triggered towards the end of March 2017.  If delivered this could mean that the UK would leave the EU on 1 April 2019.  This is an extremely tight timescale, assuming ‘plain sailing’ through any court and necessary parliamentary and inter-governmental processes.
8. Leaders will be aware that the High Court decision of 3 November rejected the UK Government case of using the royal prerogative to trigger Article 50 without having the agreement of Parliament to alter or remove legislation or rights it has granted the citizens of the UK.  At present, the UK Government has decided to appeal to the Supreme Court for a final hearing.  If the case goes un-amended it seems unlikely that the decision will change, as the Government’s case was found lacking on 8 separate counts.
9. However, one of the features of the original case, agreed by both sides, was that it was Government policy not to revoke Article 50 once it has been invoked.  On a reading of both Article 50 itself, and the Vienna Convention on Treaties – 1969 (Article 68), there appears to be no impediment to the UK Government revoking its intention to leave the EU treaties at any time before the notice to quit takes effect.  This is also the view of Lord John Kerr who drafted Article 50.  If the UK Government’s policy position were to change, this would appear to provide some legal and political room for discussions between both the UK Government and at least the UK Parliament over the next few months.  Assuming that prerogative principle is not overturned it allows the engagement of the parliamentary process towards the end of the negotiating period, with information about what has been ‘negotiated’ rather than at the start where no agreement exists.
10. The Joint Ministerial Committee (JMC) comprising the Prime Minister and the three First Ministers on 24 October was meant to spearhead detailed exchanges at a political and officer level (with a new JMC sub-committee bringing together the respective Brexit ministers started meetings early October).  However, no positive outcome was reported after the meeting concluded.  The UK Government wants to agree the basic negotiating principles at a Cabinet meeting at the end of this year.  It intends to ‘confirm’ these with the devolved administrations at the next full JMC in January 2017 – so they can be finalised by the time negotiations are triggered.  

11. There have been some reassuring developments over EU funding, at least in the short term, with now both the Treasury and the Scottish Government confirming the continuation of the current 2014-2020 EU rural and structural funding projects – one third of the Scottish allocation is managed by Scottish councils.  Initial considerations about post Brexit local socio-economic development funding are also taking place. 

12. We would like to see letters of comfort being sent to fund managers by the Scottish Government confirming these announcements, so that they can formally reassure partners, contractors and staff.

COSLA’s Key Activities
13. COSLA has already provided high level submissions to a number of UK and Scottish parliamentary inquiries.  The most recent of these was on 24 October, when COSLA’s President gave evidence to the UK Parliament Scottish Affairs Committee.  He outlined the key views agreed so far at political level within COSLA.  These centred on: subsidiarity and devolution of powers, retaining as many links with Europe as possible, ensuring community cohesion and a stable framework so that councils’ financial and legal liabilities deriving from leaving the EU are addressed, and a settlement that entrenches local democracy and self-government.

14. COSLA, the LGA, Northern Irish and Welsh LGA met on 10 November to establish the common ground we have and the benefit of joint action.  The under pinning principle is that Local Government is best placed to know what the local effects will be of EU withdrawal, what measures will be needed to mitigate the negative effects, and how best to take advantage of opportunities that will arise.  There was strong consensus around the potential risks Brexit places on local economic activity, investment and infrastructure as well as uncertainty over the replacement legal framework.  All agreed that joint action wherever possible would be helpful.  There was agreement that the funding framework should be replaced and that a new constitutional settlement is needed, which would cover the devolution of repatriated powers and how they are used according to the subsidiarity principle.  All four local authority associations are now seeking a joint meeting with the Secretary of State for Exiting the European Union, David Davis MP.  
15. COSLA officers have made contact with Department for Exiting the European Union (DExEU).  Initial discussions have taken place over the sharing of information.  DExEU has made it clear that it is keen to hear from Scotland and Scottish Local Government in particular.  Naturally, they are working around the currently understood timelines for invoking Article 50 and establishing what requires to be done in that period.  This complex work is still reported to be at a relatively early stage.  One of the biggest issues is sorting out (and in some cases proposing new) bodies that will oversee discrete policy areas currently managed on a single EU approach.  DExEU are also responsible for the transitional arrangements once Article 50 is invoked and again they are seeking to clarify how long that might take.  COSLA officers are next scheduled to speak to DExEU around the end of November.  This will precede the meeting being sought with David Davis.
16. COSLA’s Chief Executive has also held initial discussions with the Second Permanent Secretary to the Cabinet around the work going on elsewhere across UK Government departments and the opportunity for Scottish Local Government to best influence that.  Further meetings are planned, as are tripartite meetings with Scotland Office and Scottish Government officials.  As previously sought by Leaders, there was support also for both political meetings with key UK Ministers and representation on appropriate groups, once established.  Officer preparations for a further meeting with the Secretary of State for Scotland will take place around the first week of December.
17. As previously reported, the COSLA President has already met the Scottish Minister for International Development and Europe, Dr Alasdair Allan and the Minister for UK Negotiations on Scotland’s Place In Europe, Mike Russell.  Despite efforts to engage, meetings with Scottish Government officials on the back of that have been less easy to arrange, perhaps reflecting the lack of available information at this relatively early point in time.
18. During early Autumn COSLA’s Chief Executive wrote to all Chief Executives summarising the key concerns that had been raised over their expectations in the short to longer terms.  These are attached as Annex 1.  This has now been shared with both the Scotland Office and the Scottish Government.  At some point in the near future it would be useful to have a more detailed breakdown of the implications across Scotland, either as selected examples, or covering all COSLA’s member authorities.  This would be helpful in underlining our positions to both the UK and Scottish Governments, forming the basis for future detailed discussions with civil servants.
19. On 26 October a small group of local authority officers from a variety of professional areas of expertise (EU funding, rural issues, environmental services, legal services, procurement, etc.) were invited to a meeting convened by COSLA to confirm notes around councils’ emerging views on Brexit and the activities that were being undertaken.  It was agreed that the members of the group should continue to meet to review developments as negotiations progress.
20. Further meetings are also being held with private and third sector representative organisations to inform our developing positions.

Brexit – Proposed Mandated Positions
21. In preparation for both the Scottish Affairs Committee and local authority associations’ meeting it became clear that, in addition to needing more detailed information around the likely local impacts, some mandated positions are required to frame our overall strategic approach to where we are and want to be.  These will be useful in our relationships with parliamentary, governmental, trade associations and other contacts.  One of the most immediate issues is the loss of place for Local Government in the development and co-ordination of policy against a background of potential centralisation of powers in Scotland, in the absence of a legal framework to the contrary.  The case for the positions are outlined below and the proposed stances highlighted.

22. EU Funding: The current funding has two primary benefits.  The first is the certainty and stability of the seven-year cycle that takes us past the national Government electoral concerns along with the ability Local Government has to influence the priorities and how the sums are allocated.  The second is the quantum of £750m for us.  The future EU package (post 2020) is already being worked on.  Transnational Programmes (Horizon 2020, Erasmus+ & Interreg) are also important to us, enriching innovation and information and ‘cultural’ exchange.  Funding from the European Investment Bank (EIB) supports some regeneration and infrastructure, where the projects meet EU priorities.  
23. The proposed stance is that we should push for a standing four-country governance arrangement with the Local Authority Associations, devolved administrations and the relevant UK departments - building on the current Joint Ministerial Committee approach.  The terms of reference should include the continuation of a seven year funding timeframe and responsibility for the management of a sizeable budget baselined on current expenditure.  It should take us through the final phase of 2013 – 2020, and into 2020 – 2027.  We would suggest basing its priorities on the EU’s to ensure we don’t lag behind.  We also need to cover continued access to the EIB or establish regional development banks in the UK, replacing JESSICAs.

24. Procurement, State Aid and New Trade Agreements. The EU Procurement Directive has been formally incorporated into UK and Scottish law.  While there is nothing immediate here, when we leave the EU, the rules restricting State Aid will cease to apply and result in pressure and an ability to create and protect jobs.  Losing the policy co-ordination of the current arrangements – risks councils and the four nations bidding against each other.  This has a potential for tensions within the single UK market and jurisdictional splits.  Future trade agreements risk encroachment into these areas.  The proposed joint intercountry arrangements could be consulted over trade agreements.
25. We propose that the an inter/multi governmental framework will be needed to develop future trade agreements, and how state aids policy is developed and concerned industries reassured about their long term future.  All are likely to be needed, and without an EU mechanism and reduced access to the Single EU Market we will lack a framework for this.
26. Administration and Powers:  Over the summer the LGA went through the EU powers that affect Local Government activity which could be repatriated to either the UK or the devolved administrations.  There are some 500 of these.  The LGA have offered COSLA access to the list.  While there will be some certainty provided with the Great Repeal Bill, with it transposing regulations managed from Brussels straight into UK law, changes could and will be made over the many years after we leave.  While we don’t have a specific set of proposals over which powers we would want vested at a local level at this stage, there will be some that might beneficially be devolved to us sooner.  Also there is the potential for powers to be retained centrally or reinterpreted in a way that unnecessarily restricts the freedoms of councils.  Policy co-ordination is likely to be important here too.  
27. We will work with member authorities to identify the powers that they want devolved locally or where we should be arguing for greater local flexibility sooner.  This will be presented to various parliamentary committees over the next few months as they question us on the negotiating positions being formed.  

28. Shaping the debate: Scotland voted strongly to stay in and only 37% of the UK electorate voted to leave - in a non-binding referendum.  For many here the result doesn’t have the legitimacy needed for constitutional change.  Additionally, the referendum campaign and current confusion as to what the mandate was for is clouding what we are trying to do.  While few opinion polls have been conducted since the referendum, there appears to be only a third of voters who would want to leave the EU regardless of the cost.  These all provide challenges in developing local political leadership.
29. Leaders have been clear that they would expect the UK and Scottish Government to work for the best possible deal for Scotland’s citizens.  It is not clear how many would also expect a further vote on the final package to be put to them.  Dwelling on this is only going to be useful if at some stage the UK Government shift their policy position to allowing Article 50 to be revoked - either unilaterally or through another arrangement perhaps dependant on agreement of the rest of the EU.  In informing any debate from a local perspective we will need to know:  
· the financial burden on Local Government (in meeting the costs and mitigation) of leaving versus the cost of remaining; 

· the predicted local economic effects of leaving compared to staying; 

· if the felt democratic deficit is wide how this will be addressed; 

· how the loss of essential EU workers will be replaced in the future; and
· how voters’ opinion develops over Brexit up to the point we are intended to leave.
30. Leaders are asked to agree the list above, on the basis that if there is the possibility of a final vote, we might agree to lobby in favour of this and to argue for a space for local political leadership.  Ultimately, this would be intended to agree the issues that should be addressed in a ‘final package’ that could be put to the electorate.  This might better inform a binary choice of ‘Accept this - and we really leave’ or ‘Reject - and we stay pretty much as we are’ 
Other matters to be pursued

31. Workforce and labour shortages: As an employer a pressing concern will be care sector workers and language teachers from the EU.  For employability the main matter will be (with near to full employment) how are the gaps that may emerge to be filled?  As far as local SMEs are concerned the Seasonal Agricultural Workers Scheme (SAWS) and other sectoral schemes may need to be re-established covering food processing and the tourism industries in particular.  We will need further information from our members on this.  We have also had a long held position that the very limited sums of the Agricultural and Fisheries money that go to support skills and training and local economic diversification should be increased and, as this could happen outside the EU, regulations should be something we argue for. 
32. Markets and Sterling: The drop in the Bank of England interest rate and the expectation that this will continue for some time makes borrowing cheaper.  The weak pound makes exporting cheaper and supports it.  But the 22% devaluation of the pound over the last year might have a real effect on our costs, including fuels and building materials for the new social housing targets (e.g. construction wood from Sweden).  The value of contracts with overseas companies might also be affected.  Specific examples of how member authorities are affected will be needed.
33. Community Cohesion: With the Local Government elections happening in May 2017, there is an opportunity to address any felt distance between citizens and our democratic institutions.  It would be helpful to have members’ views on activities or joint work that could be initiated.  
COSLA Brexit Task Group
34. Given the scale of the work developing around Brexit and the need at times for reference to senior COSLA politicians, the President has suggested that a political task group be established to oversee the work and, if required, act as a sounding board between Leaders’ meetings.  A more formal arrangement might be required once Article 50 is invoked and work really steps up, and a report will be submitted to Leaders at that time, but meantime it is suggested that COSLA Presidential Team and Political Group Leaders act as that Task Group.  It is further suggested that given his ongoing work on various EU related matters for COSLA, Cllr Hagan chair and act as spokesperson for the task group.
Conclusions

35. There have been a number of developments arising from the EU Referendum.  Included in this report are particular issues that will need to be addressed to better help Scottish councils in their role as local community leaders with a strong interest in the rights of local people and their access to employment and well-being.  This report summarises a number of key stances to be considered by Leaders which will, along with the observations of this report and comments received at the November meeting, frame COSLA’s approach over the next phase of the negotiations.  

Communications Bulletin

COSLA’s Leaders considered a report on Brexit.  After discussion it agreed a number of policy positions and mandated its leadership to pursue these.  
Anil Gupta,  Chief Officer - Communities
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Annex 1

BREXIT – INITIAL LOCAL AUTHORITY CONCERNS

BROAD IMMEDIATE IMPACTS

EU Funding

· We are concerned about the impact on capital projects and investment proposed by councils which would have or could have accessed EU funds. 

· If the UK gets a deal similar to Iceland/Switzerland/Norway we still may be able to participate in EU programmes after Brexit. 

· The non-replacement of transitional funding would have a devastating impact, not just on the provision of support for infrastructure and other developmental projects, but on projects and schemes which support the lives and prospects of individuals, often the more vulnerable, throughout our communities. 

· EU funding on Skills and Employability for example, forms part of some Councils’ Workforce Strategy and, in current financial circumstances, it is difficult, to say the least, to see from where any replacement funding for such programmes would come. 

· No further access to the Transnational Programmes (Horizon 2020, Erasmus+ & Interreg), will have an impact in particular for Education & Research.

· Projects seeking finance from the likes of the European Investment Bank (EIB) may face stiff competition from EU Members States, if our projects are not perceived to be as relevant to EU priorities, assuming we have continued access to such arrangements. 

Markets and Sterling

· The volatility of interest rates for borrowing makes it difficult to time borrowing to best effect and the interest councils earn on short term surplus cash may become negligible if there is a further cut in UK bank rate from the current 0.5%. 

· Untangling ourselves from the EU and all the legislation and financial arrangements associated with it is going to take up a lot of time and energy in the civil service and in other public bodies; time which won’t be available for other work. 

· There are risks and opportunities in the area of Treasury Management.  With interest rates set to remain low, Council Investment Officers will review both borrowing and investment options with their Treasury Advisors. 

· The immediate impact on business will depend on the extent to which predictions of lower economic growth or recession arising from the period of uncertainty come to pass. 

· The short term weakening of the pound makes exporting cheaper and therefore may assist business but they may also face a downturn in orders and impact on their business. 

· The 22% devaluation of the pound since last year might have a real effect on our costs, including fuels and building materials for the new social housing targets such as construction wood from Sweden.  The value of contracts with overseas companies might also be affected. 

Administration / Capacity / Legal / Treasury

· There is concern from within Council services over the capacity needed to make the transformational changes in public services that are needed at the same time as managing all of the work created by Brexit.

· The process of exiting the EU involves unpicking around 80,000 pages of laws binding the UK and EU. 

· EU law can provide redress on a cross-border basis in criminal law matters (the European Arrest Warrant; the European Investigation Order), family law (jurisdiction, recognition and enforcement of court decisions on divorce, child custody and child maintenance), consumer law and civil justice (European Small Claims procedure; European Order for Payment) 

PARTICULAR LOCAL MATTERS

Community Cohesion

· Increased levels of austerity will have a significant impact on our ambitions for our communities.

· Concerned about reports that hate crimes have increased following the EU Referendum and as community leaders, we will have an important role to play in delivering a clear message that we will not tolerate such behaviour.

· There may be some mileage in promoting the rights of EU citizens to vote here in the Local Government elections as part of emphasising the diverse nature of our electorate.  It is not clear what the position will be of such voters after Brexit.  Presumably the eligibility for the Scottish Parliament and Local Government will be a devolved matter.

Workforce and labour shortages

· The diversity and importance of EU migrants to the economy and of course a significant part of Business Gateway work is funded with EU money.

· A period of lower growth in the UK economy may interrupt the modest recovery that some areas have experienced recently and impact on employment / unemployment levels. 

· In some areas the healthcare services and knowledge based industries rely on workers from EU countries having the right to work in the UK. 

· There will be a considerable number of EU nationals employed in the care sector and work would be required to determine the scale of this as a proportion of the care sector workforce so we can ‘risk assess’ the impact on the supply of current and future care and other workers. The NHS relies heavily on migrant workers and any changes to immigration policy may impact on their ability to deliver services.

· “There is not a single fruit farm in Scotland that could operate without access to overseas workers and there are many other farms and crofts which rely on workers from overseas. This is a hugely important issue for the farming industry as well as the food processing industry,” .. The same applies to the construction industry and agricultural sector with significant numbers of migrant workers from the EU. 

· Any immediate outflow of workers or future restrictions could affect the ability of local employers to secure the best talent and/or recruit for hard to fill and skill shortage vacancies.  

· But, labour shortages may open up opportunities to tap into the pool of unemployed jobseekers (who may have appropriate skills). 

Employment Regulation and Citizens’ Rights

· EU law affects individuals as employees (e.g. working time directive, minimum standards in annual leave, TUPE); parents (minimum standards in parental leave); men/women (equal opportunities); consumers (food standards; minimum standards in consumer rights; EU competition policy); business travellers or tourists (air passengers’ rights); medical researchers and patients (EU approval of medicines and medical devices).  EU Law also affects the environment in which people live (air and water quality controls), and also people’s rights to live, migrate, study, work and retire in another EU member state.

· The extent to which EU employment protection is adopted by the UK, or revised to cut employment regulation, remains to be seen. Withdrawal of rights may be politically unacceptable to many, including trades unions.  Nonetheless there may be pressure from businesses on the arguments of ‘red tape’.

· The EU Referendum vote highlighted that the majority of remain voters were in the younger age categories.  It is possible that some such voters are likely to decide to relocate to other EU countries. This may lead to the loss of skills and young people to other countries where there are more opportunities and less uncertainty. 

Procurement

· The EU Procurement Directive has been formally incorporated into UK and Scottish law so we would need legislation to change the current framework.  The existing regime ensures fairness and transparency and the avoidance of restrictive or unfair practices.  There will be considerable pressure to have such measures in future trade agreements.

· Should Britain not join the European Economic Area (Norwegian model), in order to protect its own exports Britain might find itself forced to provide reciprocal access to its procurement markets, under the World Trade Organization’s Government Procurement Agreement (GPA) or otherwise. Under that scenario, Britain would still follow international best practices for open markets which would likely still correspond reasonably closely to the current regulatory model, albeit with more domestic tweaks on the detail. 

· Some councils are in the process of tendering for the delivery of services funded by European programmes.  Further tenders are expected for future activity. Uncertainty over the time EU funding programmes will cease in Scotland creates another level of risk in entering into any such contracts.  These will need to be managed. 

State Aid 

· State Aid can help create or protect jobs in the UK’s less prosperous areas (‘Assisted Areas’). Scotland had a significant hand in shaping the current EU rules on regional aid and in defining the current Assisted Area map “which now includes part of Angus. The present EU rules and map will be in place until 2020.  However, it is unclear what the impact of Article 50 would be on this timeline. While regional aid is Scottish Government funded, the governing rules are defined by EU regulations. It would be to the detriment to some areas if we lost support for our business community.
· When the UK leaves the EU, the rules preventing unlawful State Aid would cease to apply.  The UK and Scottish Governments would be in a position to revise public spending guidelines and protocols, perhaps enabling direct investment in projects not currently possible under the state aid rules.  But there may be reductions in the amount of state funding available due to any negative impact of Brexit on the economy.

Leisure & Culture

· Some councils have partnering arrangements (e.g. the Universities of Dundee and Abertay) involving European funded research programmes.  Specifically, the Horizon programme. The removal of eligibility for this will significantly impact on work with the universities do to maximise opportunities arising from the UNESCO City of Design designation Dundee has. 

· Dundee is bidding to become European Capital of Culture in 2023.  Whilst a precedent has been set allowing non-EU countries hosting that designation, it is not yet clear how the ECoC 2023 competition will be handled, with the UK outside the EU.

LOCAL ECONOMY & INDUSTRIAL SECTORS

Exports

· Many businesses are dependent on exports to the EU as their core market. Significantly in the Food & Drink sector – this incorporates the significant whisky and salmon farming industries. 

· 80% of Scotland’s food & drink products are sold in the EU but what is not clear is how these will be affected by the changes which are taking place as a result of the referendum.  Additionally, the United Kingdom has a total of 65 products with protected status (examples in Scotland include the Arbroath Smokie and a pending application in for the Forfar Bridie). 

· Free trade deals that the EU has in place with 52 countries will need to be negotiated afresh if the UK wishes to trade freely with any or all of these (includes Canada, Singapore etc.)   

Inward Investment

· Changes to the single market arrangements that introduced barriers to trade as well as economic uncertainty and currency fluctuations could make Scottish council areas less attractive places in which to invest. 

· Brexit may hamper efforts to attract investors to local authority projects (for example regeneration projects and energy related investment). The impact on the commercial property market is already being felt, with overseas investment having been key to growth in this sector. The inflow of foreign investment into the commercial property sector fell 50% in the first 3 months of 2016 and has continued to decline. 

Tourism

· Levels of tourism to Scotland are influenced by factors including exchange rate variations. Should the current situation of a weaker pound continue the most likely outcome would be an increase in the number of overseas visitors and an increase in domestic visitors who would now find it more expensive to travel overseas. 

· The negative perceptions of BREXIT may impact on the number of European visitors to Scotland. Bearing in mind the fact that international visitors are considerably higher spenders that domestic visitors, any future reduction in international visitors could still have a detrimental effect. 

· The deal which the UK negotiates as part of its exit from the EU will be key in assessing the possible impact on visits to the UK by EU citizens.  If, like Norway, the UK joins the European Economic Area (EEA) there will be little change as this would ensure freedom of movement for potential visitors.  However, if the UK enters a free trade agreement only, not covering free movement of people or services, the impact may be more significant.  Being required to acquire visas in advance of travel could prove to be a disincentive to travelling to the UK.  

Business

· The attractiveness of areas in Scotland as locations for businesses that trade internationally could also depend on the outcome of the negotiation process and subsequent trade deals. If we are not a gateway to the EU some industries might move or not develop.  

· In terms of renewables a change of how climate change and renewable energy policies are lead in the UK may see the emergence of more regressive ideas and views on these. 

Students / Education / Research

· Continued freedom of movement for staff and students is a main ask to ensure that the global outlook of the sector and its institutions is not diluted. There appears to have been confirmation that current students and those planning to start this autumn will continue to receive financial support (grants and loans, fee waivers etc.) for the duration of their course, but there has been no guarantee beyond this year. 

· The impact on research will also be felt.  Collaboration and co-operation is often key to success.  A decrease in research funding could impact on universities’ international rankings and their potential to attract international students. 

· Many students and young people have also benefited from the EU Erasmus Exchange Programme enabling them to study at seats of learning throughout the EU. There is no clarity at this stage on how this will be affected by the decision to exit. 

· Concern that modern language students from Europe may be prevented from working over here and that HE students studying languages here may suffer from not being able to take up a placement in Europe as part of their degree course. 

· Some schools and colleges are working with the scientific industry to create centres of excellence e.g. Midlothian where a school campus is housed alongside a science/research facility. Funding for these facilities have a direct link therefore with encouraging young people into these industries. 

Energy

· Greater interconnection with Europe is seen as a key strategy in decarbonising the electricity market and increasing the use of intermittent generation. An aim is to increase interconnector capacity from 3GW to 10GW. Norway has a number of interconnectors and is trading in the European Electricity market but has to comply with all EU laws, with no seat at the negotiating table. 

· The Swiss have bilateral or sector arrangements but these are not concluded yet over the freedom of workers’ movement. So it is not clear where the UK will end up and what the result of negotiations will be. There are 7 interconnector projects being looked at with the aim to trade within the single European market. Greater interconnection of electricity grids across Europe is seen to be beneficial to the increased use of renewable energy.

Fisheries

· It is recognised that the Fisheries Industry is openly supportive of Brexit, largely because of the blunt application of the Common Fisheries Policy.  But the transition to full UK control of fisheries is full of uncertainties at a political and practical level. Our top concern continues to be the application of the Landing Obligation in an area of mixed fisheries where vessels could be tied up early in the year if they land their maximum quota of certain species. These vessels would not be allowed to use their remaining quotas to catch the other species in the area. Having vessels tied up for lengthy periods of the year will have devastating consequences for the businesses, staff, families and all the ancillary trades that depend on the industry. It will also impact on exports from Scotland. The achievement of a practical local management solution in the next six months is our absolute priority. 
· Beyond this narrow timeframe, as Brexit proceeds, Shetland has a number of concerns around how the UK will manage fisheries, the allocation of fishing rights to other countries, and the support to encourage development of the sector. Overall, though we are optimistic that the UK can achieve a more prosperous fishing industry in the post Brexit era, assuming that the Landing Obligation is managed better.
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