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Thank you for your letter of 13 March and for our discussion on Monday. As both |
and the Prime Minister made clear on Monday, we have been carefully considering
the proposals you set out in the Scottish Government’'s White Paper Scotland’s
Place in Europe, including responding through the formal Joint Ministerial Committee
processes and bilateral meetings.

Before | turn to the specific points you raised in your letter, | wanted to set out where
| believe we have common ground as we approach the invocation of Article 50 and
move into the next phase of the process of leaving the European Union.

It is my firm belief that we can enter these negotiations with confidence that, as a
strong United Kingdom, we can achieve far more if we pull together than if we are
divided. We have an opportunity to shape negotiations with the EU that deliver for
the UK as a whole, and for Scotland in particular.

The intergovernmental engagement that has taken place within the UK between the
four governments since the referendum result has been unprecedented. The Prime
Minister has chaired two plenary meetings of the JMC, and we have met four times
in the JMC(EU Negotiations). Underpinning these has been a significant amount of
bilateral engagement at Ministerial level, alongside official level working. As you have
acknowledged, this engagement has intensified over the past two months,
specifically in response to the Scottish Government proposals.

It is my belief that we agree on the large maijority of subjects we have discussed in
the past few months. In many we agree in totality; in a few we agree on the ends,
even if there is some difference in the means. | do not believe that there are any
substantial points of difference between the principles we wish to adhere to in
entering these negotiations. We have a shared interest in the future success of the
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UK as an open, successful trading nation, outside the EU but with as close as
possible a partnership with our European partners and allies.

The Scottish Government and the UK Government agree that achieving the freest
and most frictionless trade with the EU, and maintaining the deeply integrated trade
and economic relationship with the EU, is in both Scotland’s and the UK’s interests.
You have called specifically for membership of the Single Market as the means of
delivering that end; as the Prime Minister has made clear, this is simply not possible
if we wish to take back control of borders and immigration in the way people in
Scotland and the rest of the United Kingdom desire, nor if we wish to enjoy the
supremacy of our domestic courts. However, we share the same goal in terms of the
outcome.

We are aiming to agree a bold and ambitious free trade deal with the EU that is more
ambitious than any other trade deal agreed to date. We want to ensure that UK
companies have the maximum freedom to trade with and operate within European
markets — and to let European businesses do the same in the UK. | believe that this
is an outcome that is good for the European Union as much as it is for the United
Kingdom.

The Scottish Government and the UK Government agree that we will always want
immigration, especially high-skilled immigration, from EU countries. Our
Governments agree that workers’ rights cannot be eroded as we leave the EU, and
this Government has made a clear commitment to protect workers’ rights and ensure
that they keep pace with the changing labour market. | want to be very clear: this
Government will not roll back EU rights in the workplace, and this Government will
protect and enhance the rights people have at work.

Both Governments agree that UK exit should not lead to an erosion of environmental
standards. The UK Government stands by our manifesto commitment to be the first
generation to leave the natural environment in a better state than we found it, and we
will uphold our obligations under international environmental treaties. We agree that
we should continue our existing deep co-operation with European Member States on
security issues, including in those areas that are devolved to the Scottish
Government, such as policing. The UK is a major global player in the fight against
threats to security, and we will work constructively to find the right mechanisms for
continuing this collaboration with Europe after we leave the EU.

We, like the Scottish Government, would welcome continued collaboration with the
EU on major science, research and technology initiatives which will be of benefit to
the whole of the UK, and indeed is in the interests of the EU too. We will approach
the upcoming negotiations with the EU on this basis.

Let me turn to your paper on Scotland’s Place in Europe. You presented your white
paper at the January meeting of JMC(EN) and we have had a number of further
conversations on the proposals it contains. We jointly tasked our officials to conduct
a programme of intensive discussions to better understand the proposals in the
paper, and to report back to us. This has been a substantive programme of work,



and has required the investment of a good deal of resource. That was justified: the
proposals you set out are complex and unprecedented, and it was right that we
prioritised building a better understanding of them before discussing their viability. |
am disappointed that the Scottish Government has called for another referendum on
independence before we were able to discuss the outcomes of this joint work, that
was entered into in good faith.

As | have already set out, we share many of the same objectives. However, there are
clear barriers to making your proposals a reality. Scotland’s accession to EFTA, and
then the EEA, would not be deliverable and, importantly, would require the consent
of all EFTA and EU member states. Any divergence between EU and UK law - as a
result, perhaps, of new EU regulation - could lead to the creation of new barriers to
trade within our Union, which could take the form of additional controls and checks
on trade within the United Kingdom. Given that trade with the rest of the UK is worth
four times trade with the EU, | do not believe that such significant disruption to the
internal UK market is in Scotland’s - or the UK’s - best interests. And Scotland’s
businesses could face a confusing mix of regulatory regimes.

There is a better way to achieve the objectives we have in common. Even on the
question of the EU single market, central to your own proposals, we agree that
securing the freest possible trade is a core objective. This is why the Prime Minister
has set out her intention to seek a new, bold and ambitious free trade agreement,
which may take in elements of existing Single Market arrangements, where it is in
our interests to do so.

We seek a new economic relationship with the European Union, one which delivers
for the whole of the UK and delivers the benefits of the freest and most frictionless
possible trade with the EU while regaining control of our own laws and allowing us to
strike new trade deals to the benefit of businesses across Scotland.

Engagement through negotiations

As we have discussed a number of times, we do not yet know the precise shape of
the negotiations. We are committed to continued close engagement with the Scottish
Government and other devolved administrations as we move into a new phase of our
preparations to leave the EU.

We will achieve a better deal for all if we are united in our approach - and from our
wider engagements | believe this is what the Scottish people want too.

Repatriation of powers

In our meetings, we have also discussed the repatriation of powers from the EU and
the implications for the devolution settlements. As powers are repatriated from the
EU, we must work together to ensure that stability and certainty are not
compromised, and that the effective functioning of the UK single market is
maintained. There will be areas where common frameworks may be required, for
example where they are necessary to protect the freedom of businesses, including



businesses in Scotland, to operate across the UK single market and to enable the
UK to strike free trade deals. Our guiding principle will be to ensure that no new
barriers to living and doing business within our own Union are created as we leave
the EU.

You will know that the process must be a considered one and cannot be done
without intensive discussions with the devolved administrations about where
common frameworks will need to be retained in the future, what these should be and
where common frameworks covering the UK are not necessary. We will work closely
with you and the other devolved administrations to deliver an approach that works for
the whole of and in each part of the UK. The starting point for the discussions on any
new common UK frameworks should be to seek consensus. | hope that we can start
this important work as soon as possible, while recognising that the need for common
frameworks will also depend on the nature of any agreement with our EU partners.

This will be an opportunity to determine the level best placed to take decisions on
these issues, ensuring power sits closer to the people of the UK than ever before. It
is the expectation of the Government that the outcome of this process will be a
significant increase in the decision making power of each devolved administration.

| very much hope that we can continue to work together in the interests of the entire
United Kingdom as we enter into negotiations with the EU.

| am copying this letter to the Prime Minister, the Secretary of State for Scotland, the
Minister for the Cabinet Office and the First Minister of Scotland.
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