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Thank you for your letter of 14 September and the copy of the report into your inquiry into
International Trade and Investmeint. I very much welcome the report as a positive
contribution to how we continue to raise Scotland's international trade and investment
performance.

I commend the Committee for the efforts it has made to engage with a wide range of opinion
from both within and outside Scotlalnd which covered both the private and public sectors as
well as the thorough way in which this evidence has been pulled together.

As I stated when I appeared in front of the Committee, this Government believes
internationalisation forms a fundamental part of the Government Economic Strategy and will
be critical as we continue on the path to economic recovery.

I share the Committee's view that we should be proud of Scotland's past record on exports
and inward investment while noting the Committee's conclusion that more recently this
performance has been mixed. I remain committed to optimising opportunities for growth and
to ensuring that Scottish Development International's strategy on internationalisation is fit for
purpose, particularly given the chaillenges of the current financial climate. I am therefore
heartened by recent export statistics by the HMRC which show that Scottish exports are
performing well and growing, and that Scotland is currently exporting more than it imports,
indicating the positive contribution Cturtrading performance has on Scotland's GDP.

I am pleased that the Committee feel the strategy adopted by Scottish Development
International in relation to internationalisation and inward investment is 'broadly correct in its
focus' and that Scottish Development International's support is of great value to customers.
I endorse the Committee's view that Scottish Development International has a central
leadership role to play and I will look to them proactively to strengthen this pivotal role as we
move forward.
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I note the Committee's conclusion that public sector trade and investment policy and support
schemes should focus on increasing the number of firms, especially SMEs, involved in
international trade. As I discussed when I appeared before the Committee, encouraging
more Scottish companies to begin to export is of critical importance and must continue to be
a priority for Scottish Development International. The launch of Smart Exporter earlier this
month by Scottish Development International and Scottish Chambers International to
support 8,000 companies over the next 3 years will very positively contribute to this. Also, in
the short term, increases in export performance are most likely to come from those SMEs
who have already taken their first steps into overseas markets and need support to expand. I
believe this is of equal importance especially as we look to penetrate further into emerging
fast growing markets which require a more sophisticated approach.

I agree with the Committee's views that the balance of activity between support for Scottish
businesses to export and inward investment is about right. This will vary across industries
e.g. Food & Drink has a mainly export focus, and Scottish Development International's
approach needs to reflect this while remaining flexible to changing opportunity as it shapes
its strategy and operations over the period ahead.

The need to ensure an adequate oVlerseas presence in the main geographies which offer the
best opportunities for Scotland is highly desirable and I agree with the Committee's
recommendation that this should be a 'maximum coverage for minimum overheads'
approach. I have therefore tasked Scottish Development International with finding a way
forward which tries to leverage mOire from existing assets such as SDI's current overseas
trade and investment offices and extended networks, while avoiding additional investment in
facilities. This might include the possibility of more use of the Scotland House model,
GlobalScots and the UKTI networks to house Scottish Development International trade and
investment offices.

I agree with the Committee's recommendation that future strategy in respect of inward
investment should concentrate on attracting specific types of foreign investors whose
presence will strengthen key growth sectors and broaden supply chains. The recent
announcement by the First Minister of 600 new Financial Services jobs in Glasgow by
Barclays Wealth is an example of this. I would also want to ensure we continue to work with
foreign owned companies already with a presence in Scotland further to embed them within
the economy by encouraging both expansion opportunities and local supplier links.

The education sector is a key asset for Scotland and Scottish Development International's
work with Universities and Colleges to help them succeed internationally will continue to be a
priority for Scottish Development International.

As we move forward in a tough fiscal environment the Committee's recommendation that
Scottish Development Internationall should focus on addressing market failure and not
unnecessarily duplicate the work of other bodies is eminently sensible. As part of their
leadership role I see SDI as positively engaging with partners from both the private and
public sector to ensure a TeamScotland approach is delivered to increase Scottish trade and
investment at as Iowa cost to the public purse as possible.

I recognise the recommendation raised over the availability of long term consistent statistics
covering exports and inward investment and this Government will continue to look at
improvements to support this.

I note the Committee's concerns about the delay in appointing a new Chief Executive of
Scottish Development International. This is a key post to which Ministers afford
considerable priority and identifying the right candidate is crucial. You will be aware that a
recruitment exercise is currently ongoing, the results of which I hope will be available soon.



Once in post, I will ask the new Chief Executive of Scottish Development International to
consider the points raised in the Committee's report to ensure that Scottish Development
International is doing all it can to maximise Scotland's trade and investment performance.
Meanwhile, I can assure the Committee that Ministers will continue to playa very active role
in promoting Scotland, both in holding talks with inward investors and opening doors for
Scottish companies overseas.
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