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1. International trade and the work of Scottish Development International: 

The Committee will take evidence from— 
 

Anne MacColl, Chief Executive, and Ed Payne, Senior Manager, Strategy, 
Scottish Development International. 
 

2. Annual report: The Committee will consider a draft annual report for the 
parliamentary year from 9 May 2010 to 22 March 2011. 

 
3. Legacy paper: The Committee will consider an outline of its legacy paper. 
 
4. Subordinate legislation: The Committee will consider the following negative 

instruments— 
 

 
The Electricity Act 1989 (Requirement of Consent for Hydro-electric 
Generating Stations) (Scotland) Revocation Order 2011 (SSI 2011/115); 
The Environmental Liability (Scotland) Amendment Regulations 2011 
(SSI2011/116); 
The Storage of Carbon Dioxide (Licensing etc.) (Scotland) Regulations 
2011 (SSI 2011/24). 
 

5. Subordinate legislation: The Committee will take evidence on the draft Energy 
Act 2008 (Storage of Carbon Dioxide) (Scotland) Regulations 2011 
(SSI 2011/draft) from— 

 
Jim Mather, Minister for Enterprise, Energy and Tourism, Dr Ross 
Loveridge, Head of Carbon Capture Storage and European Union Energy 
Policy, and Lorna Orr, Policy, Adviser, Energy Markets Division, Scottish 
Government. 
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6. Subordinate legislation: Jim Mather MSP (Minister for Enterprise, Energy and 
Tourism) to move S3M-7800— That the Economy, Energy and Tourism 
Committee recommends that the Energy Act 2008 (Storage of Carbon Dioxide) 
(Scotland) Regulations 2011 be approved. 

 
7. Subordinate legislation: The Committee will take evidence on the draft 

Renewables Obligation (Scotland) Amendment Order 2011 (SSI2011/draft) 
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Head of Offshore Renewables Policy, Sue Kearns, Head of Onshore 
Renewables Policy, and Nicola Shiels, Solicitor, Scottish Government. 
 

8. Subordinate legislation: Jim Mather MSP (Minister for Enterprise, Energy and 
Tourism) to move S3M-7872— That the Economy, Energy and Tourism 
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Amendment Order 2011 be approved. 
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INTRODUCTION 
 
This paper details how Scottish Development International (SDI) has, to date, taken forward 
the recommendations in the Economy, Energy and Tourism Committee’s Report following 
the Inquiry into public sector support for exporters, international trade and the attraction of 
inward investment. 
 
We welcomed the inquiry and actively participated in it.  As well as giving written evidence, 
SDI appeared in front of the Committee to give oral evidence: 
 

• David Smith (interim CE SDI) at the round table discussion near the beginning of the 
inquiry, and 

• David Smith and Frank Boyland giving formal evidence during the inquiry. 
 
After the inquiry concluded, Anne MacColl (new Chief Executive of Scottish Development 
International) facilitated a session with Iain Smith MSP (Committee Convener) at the 
Business in Parliament Event in November 2010 focussing on ‘Encouraging more 
Businesses to go International’ one of the key recommendations from the inquiry. 
 
International trade and investment is critical in delivering the Government’s purpose of 
increasing sustainable economic growth.  SDI contributes to this purpose by making 
Scotland a leading globally connected economy. We are seeking: 
 
• Higher productivity through growth in highly productive sectors and raising overall 

business competitiveness  
• More companies doing more business internationally  
 
The Committee in its report stated, once in post, that the new Chief Executive should, in 
particular, at an early date report back to the Committee on two of its recommendations, 
namely:  
• Increasing the number of Scottish businesses exporting 
• Increasing overseas coverage at minimum cost 
   
In providing this update we have included an update on how SDI is responding to all the 
relevant recommendations in the report which relate to its work namely: 
 

1. Scottish Development International – the Strategic Approach  
2. Increasing the number of Scottish businesses exporting 
3. Increasing overseas presence at minimum cost 
4. Supporting the education sector 
5. Attraction of strategic inward investment 

 
We have enclosed a summary for each recommendation and provided annexes where 
appropriate. 
 
A response to the Committee was also given by the Minister for Enterprise, Energy and 
Tourism in his update to the Committee on 11 February. This covered the recommendations 
on the appointment of a SDI Chief Executive and improvement in export statistics. As such 
these areas are not covered in this update. 
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1. SCOTTISH DEVELOPMENT INTERNATIONAL – STRATEGIC APPROACH  
 
Committee Recommendation (para 252, 253) 
‘Our central recommendation in relation to increasing international trade and exports is that 
SDI has to update its strategy, its business model and the services it offers so as to focus 
these on ensuring that Scotland achieves a step change in the number of Scottish 
companies that see exports and international trade as a route to future success. That should 
be the agency’s prime focus. 
 
In that regard, we believe that SDI must ensure that it plays a high-level and more strategic 
role, ensuring that activity in Scotland is co-ordinated and joined up and that any services 
that it provides directly to companies do not duplicate or crowd out those that can better be 
provided by others. SDI’s focus, along with the wider enterprise network, should have a 
greater emphasis on helping companies take that first step to trade internationally. We 
recommend that the new chief executive of SDI, when finally appointed, reports back to this 
Committee as soon as possible to indicate what efforts s/he will now take to achieve this 
focus.’ 
 
The Scottish Government vision and objectives for Scottish Development International have 
been restated by the Minister for Enterprise, Energy and Tourism in the recent Parliamentary 
debate on the public sector’s support for exporters, international trade and the attraction of 
inward investment: 
 
Vision  
An organisation which drives growth in the Scottish economy, promotes Scotland as an 
attractive place to do business and invest, learn, live and work, and exploits the synergies 
across this range of activity. 
 
Core Objectives: 

1. engaging at business, corporate and institutional level to attract inward investment; 
2. supporting international trade;  
3. ensuring leverage of Scotland's world renowned education sector; and 
4. supporting Scotland's overseas promotion. 

 
We are presently developing a Strategic Plan for 2011-15 as well as a Business Plan for 
2011/12 which will detail how we will deliver against these objectives. In particular we will 
give priority to: 
 
• supporting more businesses to trade international  
• international exploitation of Scotland’s education sector  
• greater focus on strategic inward investment  
• ensuring a global footprint focussed on opportunity 
 
These are all areas covered by the Committee’s recommendations and further details are 
given against each recommendation.  
 
Further we are committed to working in partnership and harnessing the collective 
contributions of both public and private sector partners. In doing so we acknowledge the  
leadership role we play in co-coordinating this activity and ensuring alignment across 
partners and will increase our efforts in this area.  
 
We also have a key role in influencing the wider business agenda to actively consider how 
they can positively contribute to increasing Scotland’s international trade and investment.  
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2. INCREASING THE NUMBER OF SCOTTISH BUSINESSES EXPORTING 
 
Committee Recommendation (para 251) 
We believe that a step change is needed in the number of companies in Scotland, 
particularly SMEs, taking the first step to trade internationally. Whilst we do not necessarily 
favour setting a vague or arbitrary target, our realistic goal for both the public and private 
sectors is that, as a first step, we want to see Scotland increase the number of exporting 
firms to a figure closer to our population share of the UK. At present, according to SDI, Her 
Majesty’s Revenue and Custom statistics show that only 5% of all UK exporters are based in 
Scotland, whereas around 8% of the UK’s VAT registered firms are located here. 
 
We have adopted an ‘ACE’ approach to how we, and partners, deliver services to customers: 
 
A: Ambition and Awareness 
C: Capacity and Capability 
E: Exploitation and Expansion 
 
There is a suite of products in place to deliver support in all these areas (Annex 1).   
 
However we know from the evidence that in general, businesses over-estimate the risks of 
exporting and underestimate the benefits.  In today’s global economy the risk of not exporting 
can be a greater risk as rising imports take domestic market share. The Business in 
Parliament Event last year reinforced this challenge with a consensus from those businesses 
who had already taken the first steps as being:  
 

‘There was a need for more businesses to put themselves out there. This 
included having the will and belief and an understanding that there are large 
markets overseas which, in most cases, are looking for similar products and 
services’ 

 
The SMART Exporter initiative which we are delivering in partnership with Scottish 
Chambers International and the European Social Fund, starts to address this challenge by 
building awareness and skills in new exporters. This is soon to be extended to cover the 
Highlands and Islands.  
 
We are also developing a new one year intensive programme for small and medium sized 
businesses that are new to exporting. This initiative, working with around 100 companies, will 
deliver a comprehensive programme of support to help them develop the capacity and skills 
to exploit growth opportunities in new markets. The programme will include one to one 
support from specialist advisors, delivery of tailored services, training and research which will 
enable specific market entry strategies and plans into the most relevant markets for each 
individual business. 
 
We will increase our work with business and industry organisations to stimulate greater 
demand from their members to enter international markets.  
 
At the same time we are also looking to work more intensely with those companies with 
significant growth potential who, with assistance, can accelerate growth in overseas markets.  
In particular this support needs to be aligned with other growth support being delivered by 
SE, HIE and Business Gateway to ensure growth and export sales are delivered e.g. the 
business may require access to finance to expand operations.   
 
While Scotland’s traditional export markets in Europe and North America will still provide the 
majority of our exports in the foreseeable future, we are seeing emerging markets grow at a 
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much faster rate and at the same tine become more open to trade. We are supporting more 
companies to enter these fast growing markets. In general, this requires a more 
sophisticated and long term approach. Supporting companies now will reap benefits in the 
future.  
 
 
3. INCREASING OVERSEAS COVERAGE AT MINIMUM COST 
 
Committee Recommendation (para 257, 258)  
‘Our central conclusion in this area is that whilst the current set-up provides companies and 
foreign governments with some valuable support, it does not go nearly far enough. Our main 
recommendation is that we need to build on the current network of 22 SDI and 3 Scottish 
Government offices by taking forward additional, low-cost options to establish a wider 
network of Scottish trade counsellors located in a greater number of countries around the 
world’ 
 
Similarly, we recommend that the new chief executive of SDI, when finally appointed, reports 
back to this Committee as soon as possible to indicate what specific steps s/he will take to 
achieve an extension to the current overseas network along the lines we set out above and 
in our report.’ 
 
Over the last 3 months SDI has carried out an evidence based review of present coverage 
and the approach to take as we move forward. Key points from this report are detailed below. 
 
Increasing our Overseas Footprint  
• In supporting Scottish businesses to internationalise a suite of support is available from 

awareness raising and building capacity to market entry and market expansion.  A core 
part of this service is an on-the-ground presence overseas to provide advice, link into 
networks and open doors. This overseas presence also develops and fosters 
relationships with foreign investors and is key to attracting new investment to Scotland 
and safeguarding present foreign investments.  

 
• The present Scottish Development International Trade and Investment Offices cover all 

the main markets and, in particular, there is a direct country presence supporting the 
priority overseas markets for the Government’s key sectors for both inward investment 
and trade opportunities.  

 
• There are some important geographies which cannot currently justify direct in-country 

support.  These are managed through:  
 

o having a highly mobile field staff deployed to meet customer needs 
o actively using UKTI presence which does cover nearly all countries (98% of 

world GDP)  
o leveraging the knowledge and skills of Globalscots (in over 50 countries) 
o using private sector provision to fill specific gaps, mainly on a short term basis  

 
• Over the last year significant changes have been made to ensure coverage remains in 

line with strategic priorities, opportunities and customer demand e.g. new in-country 
support in Dubai and Denmark, greater leverage of UKTI in the Nordics complementing a 
new member of staff working in Denmark.   

 
• A process for making decisions on overseas coverage going forward is in place and SDI 

applies this process to maximise impact at minimum cost. Where there is a persistent 
opportunity / demand in a country without a direct country presence then the overall 
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decision making process to address this is: 
 

• Step 1: Identification of opportunity/ demand   
• Step 2: Can existing overseas staff adequately service this in the medium 

term? If not: 
• Step 3 Is the opportunity significant and sustained enough to justify a direct 

SDI presence? If not: 
• Step 4: Can UKTI resource be used? If not: 
• Step 5: Can Globalscots cater for the demand? If not: 
• Step 6: would contracting with a private sector supplier work? Progress on a 

case by case basis 
 
We are also increasingly moving to an approach of provide the right support, at the right 
time in the right place.  
 
We know from our work with businesses that they value: 
 
• an honest broker providing impartial practical advice and guidance  
• a friendly knowledgeable face to engender confidence to explore new markets 
• a contact to discuss how to do business in an overseas market at, in some cases, a very 

specific sectoral and/or geographic level.   
 
With more use of mobile technology we are seeing businesses doing business on the move 
and adopting a ‘virtual office’ approach. The essentials revolve around good mobile 
communications.    
 
Therefore our approach, in responding to business demand, is delivered by: 
 
• matching Scottish business people working internationally (those who have the badge – 

been there, done that) to Scottish businesses wanting to internationalise, in particular 
using the Globalscot network.  

• using Scottish Development International overseas professional staff to provide advice, 
guidance and access to networks. Often done informally, at a time and place convenient 
to the company when travelling overseas.   

• allowing Scottish businesses to talk to experienced international professionals when they 
are in Scotland (SDI’s own staff, Globalscots and UKTI country staff) as well as 
connecting new exporters to experienced exporters.  

• providing a contact to phone, this is often a low-cost option (time and money) for both 
parties and can clarify many issues, particularly useful when wanting to export into new 
markets and looking for a quick initial appraisal.  

 
 
4. SUPPORTING THE EDUCATION SECTOR 
 
Committee Recommendation (para 260) 
‘Looking more widely, we believe that there are far greater opportunities in how can market 
the Scottish education and training sector in countries overseas, as well as benefit from the 
presence in Scotland during their studies of foreign students attending Scottish universities 
and colleges. We recommend that SDI and the Scottish Government provides additional 
support for the marketing of Scottish education overseas, increases the co-ordination 
between the different bodies involved in this area and works alongside the individual 
university or college-led initiatives etc. We believe also that the focus should be on marketing 
the technical/vocational strengths in Scottish colleges as well the university offering.’ 
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Scotland has significant competitive advantages in the education sector based on the 
international standing of our research and on Scotland’s ability to promote it globally. An 
increasing priority is placed on commercialising research in partnership with the private 
sector including consultancy work, generating spin-outs and venturing schemes.   
 
SDI has a dedicated Education Sector Team working with institutions to maximise the 
international impact by focusing on institutions’ commercial activities.   
 
From the experience of our Education Team in helping Scottish institutions build a wide 
range of productive and profitable international partnerships a number of important working 
principles have been established: 
 
• Particular market conditions must be considered when judging the best approach 
• Collaboration among Scottish HEIs, and with other Scottish partners, is potentially 

powerful, but should be built around meeting market opportunities, rather than the desire 
for collaboration 

• Taking a careful wide-ranging view of potential opportunities in a market will help build 
sustainable, long-term international partnerships 

 
Based on evidence of measurable return from the university investment, for the sector and 
the Scottish economy, the focus is now on: 
 
• Transnational Education 
• Continuing Professional Development and Consultancy 
• Projects of Scale for Scotland (Primarily Collaborative projects) 
 
SDI is playing a central role in supporting Scottish Universities to develop their overseas 
commercial activity.  Whilst a physical presence is the most tangible output of this type of 
commercial work, the majority of universities are benefitting from the development of 
commercial and academic partnerships overseas.   These models vary but primarily result in 
students studying for Scottish qualifications in overseas markets and perhaps completing 
some element of the programme back in Scotland.  (Most universities will have multiple 
examples of these Transnational Education Programmes).   There are now more students 
studying for Scottish qualifications in overseas markets than visit Scotland to study.   It will be 
increasingly important for universities to consider Transnational Education models to 
complement existing international student recruitment activities.  
 
International governments and companies, as customers for CPD and consultancy work, 
also offer the potential of strong revenue streams for the sector.  For example, SDI are 
working on CPD and Consultancy projects with Scottish universities with government 
ministries in Singapore, Malaysia and Egypt along with others and with corporate 
organisations in China, India, South East Asia and across the Middle East.  
 
International collaborations have a strong role to play in delivering projects of scale for the 
sector. Education Institutions are open to international collaboration around real opportunities 
and projects of this nature are generally more sustainable and drive greater revenue into the 
sector.    
 
SDI is actively looking to gain leverage from the international collaborations within research 
pools which will strengthen the critical mass of expertise accessible to the Scottish economy 
and the propositions developed by SDI to promote Scotland to potential inward investors 
across the key sectors. An international research partner from the host country of a potential 
inward investor may also add influence to any decision making process. Adding an 
international element to research pooling would also open up new opportunities for 
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accessing international research funding. We are working with the Scottish Funding Council 
on the potential international benefits of research pooling and opportunities for engagement.  
 
5. ATTRACTION OF STRATEGIC INWARD INVESTMENT 
 
Committee Recommendation (para 256, 257) 
‘In relation to the attraction of inward investment, we welcome our historic successes and 
note that this is an increasingly competitive marketplace. Central to the success of how we 
attract foreign direct investment (as well for that matter in how we increase exports) is 
Scotland’s presence overseas of offices and representatives. In the future, the focus of our 
inward investment strategy needs to concentrate less on the numbers of jobs created 
irrespective of the industry sector they are in and more on attracting specific types of foreign 
investors whose presence in Scotland will strengthen key growth sectors of the economy and 
broaden the supply chains.’ 
 
For foreign direct investment we will concentrate on attracting specific types of foreign 
investor, whose presence will strengthen and sustain our key growth sectors. We will focus 
activities on specific sub-sectors where Scotland is globally competitive and has good 
opportunities to attract investment to strengthen the sector in Scotland.  
 
Our present planned focus for 2011/12 is detailed below: 

 
Many of our successes come from those who already have operations in Scotland and see 
the benefits of further investment. We will focus on ensuring we maintain good working 
relationships and look at opportunities for both expansion and extending supply chains.  
 
Reflecting this strategic approach we will, through Talent Scotland, focus on attracting 
talented globally mobile individuals to pursue their career in Scotland with a focus on filling 
strategic skill gaps where lack of talent has been a barrier to growth.  
 

  Foreign Direct Investment 

Creative 
Industries 

Focus on activity supplementing present strengths e.g. R&D in ICT, major 
games company, attraction of creative talent 

ICT & Enabling 
Technologies 

Utilise international networks to increase the potential for job creation via 
specific inward investment, attract talent 

Energy- Oil & 
Gas 

Targeted R&D centres, Enhance Scotland as a key centre in oil & gas Subsea, 
attraction of technical talent 

Energy - 
Renewables 

Target new opportunities and supply chain development including Offshore 
wind, Bioenergy,  Hydrogen & Fuel Cells, promote Saltire Prize, attraction of 
technical talent 

Financial & 
Business 
Services 

Protect Scottish based operations, exploit expansion opportunities, maintain 
and grow high value FS operations in Scotland, focus work in US, EMEA and 
Asia Pacific, attraction of talent 

Food & Drink 
Functional food/nutritional health offers good medium to long term potential 
following the establishment of the Scottish Food Health Innovation Centre 

Life sciences 
Stem cells and translational medicine a priority, attraction of senior 
management talent. 

Tourism 
Deliver higher value new  developments within Scotland  e.g. 5 star city centre 
hotels and golf resorts  

Universities 
Attract business investment which complements the research being developed 
in universities 
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CONCLUSIONS 
 
We trust that this update is useful to the Committee in preparation for the forthcoming 
evidence session on 2 March. Scottish Development International is completely committed, 
in partnership with the public and private sector, to increasing Scotland’s international trade 
and investment performance.  The Committee inquiry, recommendations and Parliamentary 
debate have actively informed our future direction and we look forward to our discussions. 
 



EET/S3/11/7/1 
 

 10
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KEY POINTS  
• Increasing international trade and investment is critical to Scotland’s sustainable economic 

growth and is a priority in both the Governments Economic Strategy and the International 
Framework. It both contributes to productivity growth and GVA growth.  

 

• Supporting Scottish businesses to grow is a core role of SE, HIE and Business Gateway. Scottish 
Development International provides, with partners, the expert internationalisation service. This 
support is fully integrated with other wider support to ensure the growth plans for the business are 
fully realised e.g. other support may include innovation, access to finance, leadership.  

 

• In supporting Scottish businesses to internationalise a suite of support is available from awareness 
raising and building capacity to market entry and market expansion.  A core part of this service is an 
on-the-ground presence overseas to provide advice, link into networks and open doors. This 
overseas presence also develops and fosters relationships with foreign investors and is key to 
attracting new investment to Scotland and safeguarding present foreign investments.  

 

• The present Scottish Development International trade and investment offices cover all the main 
markets and, in particular, there is a direct country presence supporting the priority overseas 
markets for the Government’s key sectors for both inward investment and trade opportunities.  

 

• There are some important geographies which cannot currently justify direct in-country support.  
These are managed through:  

o having a highly mobile field staff deployed to meet customer needs 
o actively using UKTI presence which does cover nearly all countries (98% of world GDP)  
o leveraging the knowledge and skills of Globalscots 
o using private sector provision to fill specific gaps, mainly on a short term basis  

 

• Over the last year significant changes have been made to ensure coverage remains in line with 
strategic priorities, opportunities and customer demand e.g. new in-country support in Dubai and 
Denmark, greater leverage of UKTI in the Nordics complimenting a new member of staff working 
from Denmark.   

 

• A process for making decisions on overseas coverage going forward is in place and SDI applies this 
process to maximise impact at minimum cost. 
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EXECUTIVE SUMMARY  
 
INTRODUCTION 
This paper assesses Scottish Development International’s current overseas footprint and how it can be 
further developed. It details the overall context, the present situation, recent changes and the approach 
to be adopted moving forward.  
 
OVERALL CONTEXT 
The Government Economic Strategy sets out a range of priorities and actions designed to provide a 
supportive business environment, including internationalisation – the provision of targeted support to 
business in the pursuit of opportunities outside of Scotland, the development of internationally 
competitive firms and the attraction of investment. The central importance of internationalisation to 
Economic Recovery is articulated in the Economic Recovery Plan. Support for internationalisation also 
contributes very clearly to the Scottish Government’s International Framework. The core delivery role 
sits with SDI, but a wide range of other partners are also involved. 
 
The vision and objectives for SDI have recently been restated by the Scottish Government 
 

 
Scottish Development International’s Vision  
An organisation which drives growth in the Scottish economy, promotes Scotland as an attractive place 
to do business and invest, learn, live and work, and exploits the synergies across this range of activity. 
 
Core Objectives: 

1. engaging at business, corporate and institutional level to attract inward investment; 
2. supporting international trade;  
3. ensuring leverage of Scotland's world renowned education sector; and 
4. supporting Scotland's overseas promotion. 
 

 
Overall business growth support is provided by Scottish Enterprise, Highlands & Islands Enterprise and 
Business Gateway. For many companies their growth plans will, or have the potential to, include an 
international ambition. The expert internationalisation service is provided by Scottish Development 
International along with partners e.g. UKTI, Scottish Chambers International, SCDI. Close working is 
needed to ensure the support provided fully compliments and integrates with wider support being 
delivered.   
 
In the same way the overseas support has to compliment the wider international support to ensure all 
elements are delivered in a manner which support achievement of the business objective e.g. there is no 
point supporting a company to travel overseas if it has not already researched the potential market 
opportunities.  
 
ROLE OF OVERSEAS COVERAGE 
The key economic development rationale which an overseas presence addresses are information 
asymmetries, establishing & maintaining networks and addressing institutional failures.    
 
To address these requires a sophisticated approach which combines in depth geographic and sectoral 
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knowledge. The development of networks and relationships is a long term process involving significant 
technical and cultural competencies combined with high degrees of trust – SDI has investment 
significantly in developing these relationships and underpinning competencies. A key role for SDI is using 
its reputation, in particular for impartiality and trust, in developing these relationships and accessing 
senior private and public sector decision makers.  
 
SDI’s overseas trade and investment staff perform a wide range of work for businesses and for the wider 
promotion of Scotland, including: 
• Specific work for individual trade and investment customers, ranging from market research to 

reaching senior decision-makers. 
• Networking, contact-building and door-opening for business – up to and including the highest levels 

of business and key government contacts 
• Building  links to Scotland’s science and education base. 
• Providing a platform for Scottish excellence and enhancing Scotland’s reputation across the board 

through events and marketing activity 
 
SDI TRADE AND INVESTMENT OFFICES 
SDI presently has 22 offices with over 80 staff across the three main geographies of EMEA (Europe, 
Middle East and Africa), Asia-Pacific and Americas.   SDI overseas trade and investment offices although 
regional in their delivery are (by default) based in a country location. There is a direct country presence 
in 15 countries. 
 
When priority markets are considered for the Government’s seven key sectors then SDI has a direct in-
country support in all countries ranked in the top 5 (for the sector) for both inward investment and 
supporting Scottish companies to internationalise.  The only exception is Food & Drink where some 
Western European countries have no direct presence. 
 
Using a basket of other indicators this direct in-country support covers: 

o 10% of countries  
o 65% of world GDP 
o 46% of Scottish Exports, and 
o 58% of foreign investment (by employment) in Scotland  
o 78% of new inward investment projects attracted into the UK in the last 5 years.  

 
SDI’s overseas staff are a highly mobile workforce with professional sales staff spending the majority of 
their time at customer locations throughout their region (60% to 70% of time away from the office is 
typical). This is supplemented by key expertise being levered in as required (such as exhibition staff, 
sector specialists) along with high level advocacy (e.g. Senior Management and Ministers) 
 
THE CHALLENGE 
There are geographies of importance to Scotland where Scottish Development International cannot 
justify, given the resources presently available, a direct in-country resource but where opportunities do 
exist. For example: 

o 54% of exports are in countries without a in-country office, as are 
o 42% of foreign investors (by employment in Scotland), and 
o 22% of new inward investment projects attracted into the UK 

This additional opportunity is less concentrated and widely dispersed. For example Norway and Sweden 
offer both trade and investment opportunities however the geography is large and the present level of 
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opportunity cannot justify a dedicated office.   
 
THE SOLUTIONS: MODELS OF DELIVERY ADOPTED BY SDI TO INCREASE COVERAGE 
There are four main approaches being utilised to ensure global coverage. 
 
1. Mobility of SDI staff within present offices 

SDI teams based in our overseas trade and investment offices are fully mobile across the geography 
serviced by their office. Staff can service ‘near to’ countries easily. This is particularly the case in 
Western Europe for example where the Paris office services Belgium, Netherlands, Italy, etc.  
 
Staff will travel, as needed, to where customers need support e.g. in the last year SDI have taken 
Scottish customers to trade shows in Mexico, Tunis, Brazil and Spain. 

 
2. Use of UKTI Overseas presence  

UKTI has a worldwide network with offices in over 150 countries accounting for 98% of world GDP. 
SDI has full access to these offices and staff resource and utilise this to support Scotland’s trade and 
investment priorities.  

 
In addition to this SDI has a close working relationship with UKTI teams. This is the case in particular 
where SDI staff share premises with UKTI, which is the case in Delhi, Mumbai, Dubai and Canada. In 
the Nordics region, whilst SDI has no office presence since this cannot be justified, SDI has a close 
‘touchdown’ working arrangement with all the UKTI offices in this region.  
 

3. Use of Globalscots 
The Globalscot Network has access to over 400 Globalscots overseas (Americas: 250, EMEA: 120, 
Asia: 110).  Globalscots are present in 50 countries across the world.  Given the voluntary nature of 
the Network it is carefully managed to ensure a good matching between the expertise (and time) of 
the Globalscots and the needs of Scottish businesses wishing to use this resource. 

 
4. Contracting with Private sector providers  

Private sector delivery is called into play to augment these other approaches where a gap exists and 
support can be justified based on demand.  Consultants are used to do bespoke pieces of work and 
execute on specific opportunities where this can be justified and is the most suitable option. There 
are also pilot arrangements in place for longer term private sector provision e.g. a current contract 
with Scotland House Ltd in Estonia.   

 
Other trade & investment agencies do use private sector providers. This is primarily to deliver 
inward investment leads (rather than for trade purposes) and can be highly costly.   

  
PROGRESS IN LAST YEAR (2010) 
Overseas coverage is under constant review by SDI to ensure locations are consistent with the best 
global opportunities for Scotland. Detailed below are the changes made during 2010 which 
demonstrates a flexible approach and continuous review: 
 
SDI Overseas Trade and Investment Offices (and presence)  
• New presence in Dubai working out of a UKTI office. This office is servicing all of the Middle East 

region. 
• Enhanced presence in Canada working out of the UKTI offices in Toronto. This will also include a 
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VisitScotland and Scottish Government representative presence. 
• A new presence in Denmark, where this member of staff works from a home base reporting into the 

London office and covering the Nordic region.  
 
SDI staff mobility 
• Increasing use of temporary accommodation options to allow staff to work for relatively short 

periods in markets of interest or on specific opportunities.   
• Increasing use of secondments of staff to balance capacity with opportunity as it arises e.g. present 

secondment of an additional resource from the Scottish Enterprise Globalscot team to respond to 
customer demand in the Dubai office. 

 
UKTI overseas presence  
• As detailed above there has been a move to co-locate with UKTI (e.g. Dubai, Toronto in the last 

year). This both builds relationships and allows greater leverage of the UKTI resource while offering 
a lower accommodation cost.  Every arrangement is judged on its own individual merits.  

• New working relationships in the Nordics using a Team Nordic approach SDI has a member of staff 
home based in Copenhagen who services all of the Nordics markets through close working via the 
UKTI teams in this region. 

 
Globalscots 
• Greater emphasis of the use of Globalscots to support Scottish companies trading. For example at 

the Offshore Technology Conference in Houston (the largest energy event in the world) over 40 
Scottish companies attended along with 14 Global Scots. Around 120 one-to-one meetings were 
facilitated between the Global Scots and the Scottish businesses.  

 
Private sector 
• A flexible consultant model is used where opportunities exist, for example, education opportunities 

in India. 
• Longer term private sector provision is more challenging. For example, due to the present lack of 

demand from Scottish businesses to enter the Estonia market the resource contracted is presently 
being used to supply services into the Nordics (to ensure SDI gets value for money), however as a 
sustainable service this current provision is under review. 

 
WAY FORWARD 
It is recommended that the approach taken is, wherever possible, to maximise the present resources 
already available on the ground and ensure these are coordinated through Scottish Development 
International for the benefit of Scottish businesses looking to trade overseas.   
 
Where there is a persistent opportunity / demand in a country without a direct country presence then 
the overall decision making process to address this is outlined below:  
 
Step 1:  Identification of opportunity/ demand   
Step 2: Can existing overseas staff adequately service this in the medium term? If not: 
Step 3 Is the opportunity significant and sustained enough to justify a direct SDI presence? If not: 
Step 4: Can UKTI resource be used? If not: 
Step 5: Can Globalscots cater for the demand? If not: 
Step 6:  would contracting with a private sector supplier work? Progress on a case by case basis 
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In many cases a suite of approaches may be used to service the customer demand e.g. given sectoral 
expertise a Globalscot may be used in conjunction with both SDI and UKTI resource.  
 
Some specific areas are also currently being investigated to support more flexible coverage when there 
is a customer demand for it. These include: 
• Working with universities to lever the most from present overseas facilities and share where this is 

practical  
• Touchdown facilities in Scottish Companies’ offices overseas for SDI staff 
• Review of incubators presently being managed by SDI to evaluate value for money. 
• Closer working with Industry Associations in Scotland to establish member needs overseas and then 

work together to do the necessary research, planning and execution to deliver against these needs. 
Offers of help from, for example, a GlobalScot or private sector company also being looked at on their 
own merits. 
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INTRODUCTION 
 
Subsequent to the EET Committee report on International Trade and Investment, the Minister has 
tasked Scottish Development International to consider how it can increase overseas coverage at low 
cost.   

‘The need to ensure an adequate overseas 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 more 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.’ 

John Swinney, extract from response letter to EET Committee 
 
This paper sets out the context, approach, evidence and process to increasing overseas coverage.  
 
 
OBJECTIVES AND STRATEGIC FIT 
 
Objectives of study 
The objectives of this study are to: 
• Summarise the overall economic context and strategic fit of internationalisation within support 

business growth and the growth of the key sectors. 
• Articulate the main economic rationale for an overseas coverage 
• Provide the economic evidence base for the assessment of overseas coverage  
• Define the different models which can be applied to increase overseas coverage.  
• Define the decision making process used when considering increasing coverage  
 
Priorities for Joint Venture Partners  
The Government Economic Strategy sets out a range of priorities and actions designed to provide a 
supportive business environment, including internationalisation – the provision of targeted support to 
business in the pursuit of opportunities outside of Scotland, the development of internationally 
competitive firms and the attraction of investment. The central importance of internationalisation to 
Economic Recovery is articulated in the Economic Recovery Plan. Support for internationalisation also 
contributes very clearly to the Scottish Government’s International Framework. The core delivery role 
sits with SDI, but a wide range of other partners are involved. 
 
It is one of the most important areas of focus for the Scottish Government (SG), Scottish Enterprise (SE) 
and Highlands and Islands Enterprise (HIE).  SDI works with its Joint Venture partners (SG, SE and HIE) to 
ensure effective delivery in this key area while simultaneously working to support the wider promotion 
of Scotland through Team Scotland.   
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Scottish Development International’s Vision and Objectives  
Taking on board this context the Scottish Government recently re-stated its vision for SDI:   
 
Vision 
An organisation which drives growth in the Scottish economy, promotes Scotland as an attractive place 
to do business and invest, learn, live and work, and exploits the synergies across this range of activity. 
 
Flowing from this are SDI’s four core objectives: 

5. engaging at business, corporate and institutional level to attract inward investment; 
6. supporting international trade;  
7. ensuring leverage of Scotland's world renowned education sector; and 
8. supporting Scotland's overseas promotion. 

 
Government Key Sectors 
The Government Economic Strategy (GES) highlights the key sectors that represent the best 
opportunities for Scotland to raise the bar in terms of its economic performance.  We have some unique 
strengths which should make us globally competitive in each of these sectors. We have existing 
capabilities in terms of a strong academic and research base in industries such as life sciences, creative 
industries, advanced engineering and enabling technologies. We have a strong heritage and critical mass 
in industries such as financial services. We also have unique natural assets that will help us develop our 
capabilities in renewable energy, food and drink and tourism sectors. The transition to a low carbon 
economy also opens up new international trade and investment opportunities. 
 
SDI work closely with the key players in each sector to support delivery of greater international trade 
and investment. To support this we have been working with both HIE and SE to ensure the international 
trade and investment dimension is reflected in the overall sectoral priorities being considered as part of 
their respective business planning processes.  
 
Business Growth Support 
Both Scottish Enterprise and HIE support the growth plans of ambitious companies. Internationalisation 
is an integral part of this support. The expert internationalisation service is provided by Scottish 
Development International (SDI).  Other growth support e.g. innovation, leadership.  It is critical that this 
support is coordinated and meets the needs of customers.  For example if a company wants to exploit 
an opportunity in a new overseas market it may also require product development support (to ensure 
the suitability of the product for the new market) and access to finance (to fund the growth). 
 
Support to other Scottish companies (not account managed by SE/HIE) who come to SDI seeking advice 
and support to exploit international opportunities are treated in a similar fashion. They may have been 
signposted to SDI through the Business Gateway or been made aware of support through initiatives such 
as SMART exporter or through partners including Scottish Chambers international, SCDI or CBI. SDI will 
work with the company to identify the international opportunities.  
 
Where an international ambition has been identified then SDI work with the business to ensure the right 
mix of services is provided to deliver the outcomes.  This would usually involve some preparedness work 
e.g. skills, mentoring, international strategy work as well as in market support through the overseas 
offices e.g. exhibition. The support is then delivered by SDI and other partners e.g. UKTI, Scottish 
Chambers International.  
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The business growth model along with the internationalisation model are detailed below along with the 
overseas service which can be provided are summarised overleaf:  
 

Business Growth and Fit of Overseas Services

Efficiency Innovation InvestmentStrategy
Development

Organisational
Development

Market
Development

Overall Business Growth Model

Start Up 

International Business Growth Model

Suite of Services
With Overseas 
Services in Red

Awareness &
Ambition

Building
Capacity

Action
Planning

Market
Expansion

Marketing activity
Market awareness

Expert advice
GlobalScot

Online delivery

Diagnostic tools
Strategy development

Preparedness
Mentoring
GlobalScot

TalentScotland
Sales & marketing
Technical support 

Overseas market support
Market opportunities

Networks
Exhibitions
Missions

Learning Journeys
Matchmaking services

Marketing Planning
GlobalScot

Overseas market support
Networks

Exhibitions
Missions

Learning Journeys
Matchmaking services

Marketing Planning
GlobalScot

Incubation
Soft landing services

Advanced preparedness
GlobalScot

Market
Presence

 
 
Attraction of Foreign Investment  
SDI has developed a world-class sales and marketing approach focused on promoting the competitive 
advantage that Scotland’s globally competitive sectors can offer to existing and prospective investors.  
SDI promotes Scotland as a place for businesses to invest, including the capabilities of Scottish based 
businesses and Scottish research organisations as trade or investment partners.  
 
The sales and marketing approaches to reach potential investors are tailored to the specific needs. The 
power of face-to-face communication cannot be underestimated.  The role of the overseas offices, in 
particular, are to: 
• Targeting strategic inward investment opportunities and securing further investment for Scotland; 
• Network, contact-build and open doors – up to and including the highest levels of business and key 

government contacts;  
• Creating and providing platforms to showcase Scottish excellence and enhance Scotland’s 

reputation globally through events 
• Developing strong relationships with the corporate HQs of key foreign investors with operations 

already in Scotland.  
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ECONOMIC RATIONALE FOR OVERSEAS PRESENCE (MARKET FAILURES) 
 
Inward Investment  
The key economic development rationale which an overseas presence can help to address are 
predominantly in the form of imperfect information and institutional failures, in particular:  
• information barriers to entry: potential investors are unaware of the benefits of locating in Scotland 

in terms of such things as skills, infrastructure etc.  
• Missing markets: Government can provide access to contacts and key decision makers, and to some 

types of information, which private sector service providers may be unable to. Government 
reputation, in particular for impartiality and trust, may also be an important aspect. 

• Networks and Institutional Failures: the private sector alone is not willing to maintain adequate 
institutions and networks that support international linkages and knowledge flows. 

 
Internationalisation of Scottish companies   
The key economic development rationale which supports internationalisation and which an overseas 
presence can help to address are:  
• Imperfect markets: results in companies over estimating the risks involved in exporting and entry to 

other markets, as a consequence they become risk averse. 
• Barriers to entry and exit: the irreversible sunk costs of internationalisation result in entry and exit 

being costly undertakings. This has a scale element in that smaller companies, lacking diversified 
management structures, do not have specialist resources (country office for example) that enables 
them to begin exporting. Such investment may be beyond many in the short term so public support 
is justified. 

• Institutional failures: including the public good argument where government has a comparative 
advantage in supplying information, network failures where groups may not possess the right 
portfolio of skills, information and membership may excludes some firms.  

 
CUSTOMER DEMAND   
The main demand from Scottish businesses of an overseas presence is around the following areas:  
• Networks: business contacts and access to a wide range of networks e.g. buyers, distributors, 

business clubs, agencies and consulates in local markets, etc 
• Culture: An appreciation of ‘how to do business’ in the particular market.  
• Political and economic stability: a local understanding of the degree of stability or otherwise and 

predictions for growth in the market 
• Sectoral expertise: an understanding and access to very specific sector networks e.g. introduction to 

major overseas companies  
• Trusted broker: the ability to give impartial advice (even if this may not be challenging) 
• Market Intelligence: a good understanding of the real opportunities worth pursuing 
 
PRIORITY MARKETS 
SDI overseas trade and investment offices although regional in their delivery are (by default) based in a 
country location. A range of indicators have been used to understand this direct country presence. A 
summary is given below by each indicator while the detail is shown on the table overleaf. 
 
Overall there are 203 countries in the world.  SDI has direct presence in 19 of these countries accounting 
for just under 10% of all countries. 
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KEY SECTOR PRIORITIES  
 
Analysis by Key Sector priority markets  
 
As part of the business planning process an assessment has been made on the priority geographies for 
each key sector based on: 
• The key sector strategy 
• The forward looking opportunities 
• The role (added value) of SDI in delivering these opportunities  
 
The ’top 5’ priority markets are identified for each sector (for trade and investment) in the table 
overleaf.   
 
In summary: 
• All countries ranked have a direct SDI presence with the exception of some Western European 

countries prioritised by the Food & Drink sector.   
 
• Where larger regions are mentioned then two specific sector priorities include regions with no direct 

SDI presence, these being:  
o South America – oil and gas (trade) 
o West Africa – renewables (trade)  

Both are large geographies with a good UKTI presence. 
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C
reative Industries

Energy (O
il &

 G
as)

Energy (R
enew

ables)

Financial Services

Food &
 D

rink

Life Sciences

U
niversities

Tourism

SDI direct 
country 

presence

Attraction of Investment
Countries

Canada yes
China yes

France yes
Germany yes

India yes
Japan yes
Korea Yes

Netherlands no
Norway no

Russia (and FSU) yes
UAE (and Middle East) yes

Rest of UK yes
USA yes

wider regional geographies
Asia yes

Nordics yes
Western Europe yes

Support to Scottish Companies to Internationalise
Countries

Australia yes
Belgium no
Canada yes

China yes
France yes

Germany yes
India yes
Italy no

Japan yes
Malaysia yes

Singapore yes
Spain no
UAE yes

Rest of UK yes
USA yes

wider regional geographies
Asia yes

Western Europe yes
South America no

West Africa no

Key Sectors 
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SCOTLAND’S MAIN EXPORT MARKETS  
The main overseas markets where Scottish companies export into is detailed below: 
 

Destination Total Exports Destination Total Exports
1 USA 3,285 11 Denmark 445
2 Netherlands 2,030 12 Sweden 405
3 France 1,580 13 UAE 390
4 Germany 1,285 14 Singapore 330
5 Belgium 840 15 China 325
6 Norway 760 16 Australia 290
7 Spain 760 17 Japan 285
8 Eire 660 18 Taiwan 235
9 Italy 535 19 South Korea 235

10 Switzeland 465 20 South Africa 225  
Source: Scottish Government, Global Connections Survey (2009) 
Note: Netherlands high ranking may reflect its role as major port (may not represent the final destination of goods)  

 
The rest of the UK accounts for £44.5bn on top of overseas exports.  
 
Foreign owned investment in Scotland 
Detailed below is a breakdown of the ownership of foreign owned companies in Scotland.  
 

Country of Ownership 
Enterprise 

Count Employment

% of Total 
Foreign 

Company 
Ownership

United States 560 101,430 35%
France 170 22,210 8%
Germany 145 21,880 8%
Netherlands 145 17,520 6%
Cayman Islands 25 11,480 4%
Jersey 50 11,370 4%
Spain 25 10,820 4%
Switzerland 70 9,250 3%
Australia 65 7,460 3%
Luxembourg 40 7,320 3%
Other Countries 735 67,700 23%
Total 2,030 288,440 100%  

Source: Scottish Government Corporate Sector stats (2009) 
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New Foreign investment into UK  
Detailed below is a breakdown of the ownership of foreign owned companies in Scotland.  Projects into 
the UK has been taken as the data sources as it most likely to be contestable as compared to Scotland)  
 

Origin Country Total projects as %
1 USA 1,288 49.8%
2 Germany 213 8.2%
3 France 204 7.9%
4 India 191 7.4%
5 Japan 177 6.8%
6 Australia 131 5.1%
7 Canada 128 5.0%
8 China 90 3.5%
9 Denmark 53 2.1%

10 South Korea 43 1.7%
11 New Zealand 31 1.2%
12 Taiwan 20 0.8%
13 United Arab Emirates 8 0.3%
14 Singapore 7 0.3%

Total 2,584 100%  
Source: Scottish Government Corporate Sector stats (2009) 
 
 
ANALYSIS OF SDI OFFICES AND DIRECT COUNTRY PRESENCE AGAINST A RANGE OF INDICATORS 
 
SDI overseas trade and investment offices although regional in their delivery are (by default) based in a 
country location. 
 
An analysis has been conducted to assess, using a range of indicators, the current country footprint of 
SDI trade and investment offices.  The detail is given in Table 2 (next page) 
 
In summary this country presence represents: 

Direct country presence 10% 
GDP coverage   65% 
Export coverage  44% 
Foreign owned businesses 58% 
Inward Investment coverage 78% 

 
A summary commentary is given below: 
 
By Country  
Of the 192 countries in the world, SDI has a direct country presence in 15 countries and the UKTI in 96 
countries.  
 
By GDP 
SDI’s direct country presence covers 65% of world GDP, while UKTI offices cover 98% of world GDP. 
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By Exports 
Using the Global Connections Survey the direct country presence accounts for 46% of Scottish exports. 
 
The export markets included in the top 20 which have no direct country presence are primarily Western 
European (e.g. Netherlands, Italy) with the exception of Nigeria.  
 
All other countries with no direct presence individually account for less than 1% of Scottish overseas 
exports. 
 
By Foreign owned businesses 
When assessing the ‘stock’ of current foreign ownership in Scotland then the employment in Scotland in 
these business has been analysed.   
 
This is important as both expansion opportunities and safeguarding present investors are key elements 
in SDI’s inward investment approach.  Keeping an ongoing relationship with the Corporate HQ is a key 
role carried out by the overseas staff.  
 
SDI has a direct country presence accounting for 58% of foreign ownership in Scotland by employment 
(excluding rest of UK)  
 
By inward investment  
Taking new projects which have been secured in the last 5 years (2005 to 2009) into the UK and 
assessing the country where the Corporate HQ is located.  Then Scotland has direct country coverage in 
78% of those projects.  
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Countries with Offices absolute 
($bn) as % absolute 

(£m) as % as % (overseas, 
exclude RUK)

Scottish 
employment as % as % (overseas 

excluding RUK)
No. of 

Projects as %

Americas
USA 14,256 25.3% 3,285 5.0% 15.5% 96,590 15.3% 35.7% 1,288 38.8%
Canada 1,336 2.4% 220 0.3% 1.0% 3,580 0.6% 1.3% 128 3.9%

sub-total 15,592 27.7% 3,505 5.3% 16.6% 100,170 15.9% 37.1% 1,416 42.6%

EMEA
Germany 3,347 5.9% 1,285 2.0% 6.1% 19,380 3.1% 7.2% 213 6.4%
France 2,649 4.7% 1,580 2.4% 7.5% 21,340 3.4% 7.9% 204 6.1%
Russia 1,230 2.2% 170 0.3% 0.8% *
Denmark 310 0.6% 445 0.7% 2.1% * 53 1.6%
UAE (5) 261 0.5% 390 0.6% 1.8% * 8 0.2%

sub-total 7,797 13.9% 3,870 5.9% 18.3% 41,430 6.5% 15.3% 478 14.4%

Asia/ Pacific
Japan 5,067 9.0% 285 0.4% 1.3% 3,480 0.6% 1.3% 177 5.3%
China 4,985 8.9% 325 0.5% 1.5% * 90 2.7%
India 1,310 2.3% 200 0.3% 0.9% 2,120 0.3% 0.8% 191 5.8%
Australias/NZ 1,050 1.9% 325 0.5% 1.5% 6,510 1.0% 2.4% 162 4.9%
South Korea 832 1.5% 235 0.4% 1.1% * 43 1.3%
Singapore 182 0.3% 330 0.5% 1.6% 680 7 0.2%
Taiwan 0.0% 235 0.4% 1.1% * 20 0.6%

sub-total 13,426 23.9% 1,935 2.9% 9.15% 14,490 1.9% 5.4% 690 20.8%

Total Overseas Offices 36,815 65.4% 9,310 14.2% 44.0% 156,090 24.3% 57.8% 2,584 77.8%

Rest of UK 2,674 4.8% 44,495 67.8% na 360,670 57.2% na n/a n/a

Other countries 16,773 29.8% 11,830 18.0% 56.0% 114,140 18.1% 42.2% 737 22.2%

Total 56,262 100% 65,635 100% 100% 630,900 100% 100% 3,321 100%
Sources:
GDP: Worldbank world development indicators ((2009)
Exports: Global Connections Survey 2009 (Country results are subject to a higher degree of sampling error than other published estimates as they are based on less information.)
Foreign employment: IDBR 2009 (* data suppressed due to size)
New Inward Invest Proejcts: EIM Monitor (data from 2005 to 2009)

GDP Scottish Exports (£m) Foreign owned businesses New Investment 
Projects into UK 
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DIFFERENT MODELS OF DELIVERY  
 
Model 1: SDI Trade and Investment Offices  
 
Description and 
coverage: 

• Employed staff (both expats and local hire) with in depth sector and  
geographic knowledge and  sales and marketing skills and 

• Strategic as well as operational role. 
• Working from an office base which covers a region  
• Incubation facilities in some locations 
• Trade and Investment Offices in all major trading areas: 

o Americas: 6 regional offices  
o EMEA: 5 regional offices (and Copenhagen presence) 
o Asia: 10 regional offices  

• Countries with a direct office presence account for 65% of world GDP. 
Experience to 
date: 

• Main delivery method with all inward investment and most trade support 
using overseas offices.  

• Very close working relationships to colleagues in Scotland in 
SE/HIE/Scottish Government and wider partners  

 
Moving forward: • Review presently being conducted to review costs and benefits 

including future individual sector demands and opportunities  
• A general move to:  

o have more offices co-located with UKTI (e.g. Mumbai, Canada, 
Dubai) for cost, networks and in some cases security reasons. This 
is individually assessed on a case by case basis.  

o piloting the use of home based staff e.g. Copenhagen, whilst 
utilising UKTI locations as “touch down” points 

 
 
 
Model 2: UKTI Offices 
 
Description and 
coverage: 

• Both inward investment and trade 
• 160 offices located in 96 countries,  
• overall country footprint covers 98% of world GDP  
 

Experience to 
date: 

• Provides a presence in geographies (and sectors) not covered by SDI staff 
• Good links and relationships with staff 
 

Moving forward: • Looking for greater leverage of this resource could be achieved particularly in 
territories more remote from current SDI offices.  

• Presently UKTI are reviewing coverage, SDI are feeding into this process 
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Model 3: Globalscots 
 
Description and 
coverage: 

• Both Inward and Investment and the use of experienced professionals who 
have on a voluntary basis offered to support.  

• Globalscots around the world: 
o Americas: 250  
o EMEA: 120 
o Asia: 113 
o UK: 153 
 

Experience to 
date: 

• General feedback is positive on the value of insight provided to companies by 
Globalscots however some instances of poor quality  

• Given voluntary nature of Network careful matching required to ensure the 
resource is used well  

 
Moving forward: • Improve quality and matching of potential Globalscots with businesses 

• Improve use of Scotland based Globalscots to encourage more Scottish 
businesses to internationalise 

 
 
 
Model 4: Use of private contractors to deliver services (e.g. in Estonia) 
 
Description and 
coverage: 

• Trade focused 
• Use of private sector - with local contact to provide support services 
• One pilot in Estonia 
 

Experience to 
date: 

Estonia example: 
• Comparative business opportunities small (little demand), Limited assistance 

to Scottish companies,  presently looking to redeploy resource to focus on 
Nordics  

• Little measurable evidence of benefits after 3 years of office based being 
established 

 
Moving forward: • presently under review, could be difficult to justify continuation in present from 

due to lack of demand, very limited measurable outputs and potentially 
increased costs to SDI.  Resource being used to provide services to Nordic 
markets. 
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COVERAGE (MODELS AND MARKETS)  
 
To support a visual assessment of coverage the present location of the main support available have 
been mapped onto the main global geographies. The maps show the: 
• UKTI country coverage (shaded in) 
• Location of SDI Trade and Investment Offices ( ) 
• Location of GlobalScots (•) 
 
Europe  
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Asia 

 
 Middle East and Africa  
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North America 

 
 
South America        Australasia 
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APPPROACH TO INCREASING OVERSEAS COVERAGE 
 
Detailed below is an overview to the approach used to when considering how best to service customer 
demand.  
 

Decisions 
Steps 

Approach to delivery against 
opportunities 

Examples of how this is being progressed 

 
1 

Is there a persistent opportunity / demand in 
a country with no direct presence   
If no: 
 

In 2009, one SDI post reallocated from German 
office base to home based post in Copenhagen to 
respond to demand across the Nordics. 

 
2 

Can existing overseas staff adequately 
provide this in the medium term  
If no: 
 

Regional coverage e.g. Paris office covering close 
markets such as Benelux, Spain, Italy, Portugal. 

 
3 

Is a direct SDI office presence justified?  
If no: 
 

Recent examples of UKTI Co-location in Dubai 
and  Canada, “touchdown” arrangements across 
UKTI Nordics through home base Copenhagen,  
 

 
4 

Can SDI leverage UKTI support?   
if no: 

Leverage of UKTI presence e.g. in South America 
and Africa  
 

 
5 

Can SDI use Globalscots?  
If no: 
 

Use of Globalscots in South America to raise 
awareness of opportunities 

 
6 

SDI consider other options including private 
sector contracts 
  

This will vary on a case by case basis 

 
CONCLUSION 
This paper sets out the rationale for the current spread of SDI trade and investment offices overseas and 
examines the potential for different models designed to increase coverage. SDI has adopted an evidence 
based approach, through the use of mapping and the use of external data to “sense check” and validate 
the rationale for existing coverage. SDI has a clear ongoing strategic intent to seek out new trade and 
investment opportunities for Scotland, and to continue to adjust and flex the current model in 
accordance with opportunity.  
 
As the world economic map evolves, Scotland needs to stay ahead of the game to take advantage of the 
shift in international economic activity towards the developing markets. Work is underway to evaluate 
the criteria to be applied in the future identification and selection of key developing markets. Criteria 
are likely to include: 

o Market match with the profile of Scotland’s globally competitive sectors  
o Market size and potential for growth 
o Strategic economic importance 
o Strength of the scientific, technical and research base 
o Performance of Scottish businesses relative to competitors 
o The additional impact SDI can have in supporting firms  

 
Given the wider considerations related to establishing permanent operations in new markets and/or the 
cessation of operations in existing markets the SDI Management Board will be formally consulted prior 
to decisions of this nature being made. 
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Minister for Enterprise, Energy and Tourism 
Jim Mather MSP 
 
 
T: 0845 774 1741 
E: scottish.ministers@scotland.gsi.gov.uk 
 
 

lain Smith MSP 
Convenor 
Economy, Energy and Tourism Committee 
The Scottish Parliament 
Edinburgh 
EH99 1SP 

___ 
11th February 
 
 
 
Dear Iain, 
 
Please find attached an update of progress against the Committee’s recommendations 
coming out of the Trade and Investment Inquiry.   
 
As I said in the debate in Parliament, international trade and investment is a fundamental 
part of the Government Economic Strategy and will remain critical as we continue on the 
path to economic recovery. It plays a key role in boosting both productivity and 
contributing to economic growth.   
 
The Parliamentary debate on 19 January raised a number of good points and I have 
asked Scottish Development International to reflect on these along with the 
recommendations from your report. 
 
Therefore, I have kept the update relatively short as I the know the Committee will be 
hearing evidence from Anne MacColl, Chief Executive of Scottish Development 
International on 2 March and a fuller discussion can take place at that time.  
 
 
 

JIM MATHER 
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EET Committee International Trade Inquiry – update to committee Spring 2011 
 

Committee recommendation SG response at time of report Updated SG response 
252. Our central recommendation in relation 
to increasing international trade and exports 
is that SDI has to update its strategy, its 
business model and the services it offers so 
as to focus these on ensuring that Scotland 
achieves a step change in the number of 
Scottish companies that see exports and 
international trade as a route to future 
success. That should be the agency’s prime 
focus.

Encouraging more Scottish companies to begin 
to export is of critical importance will continue to 
be a priority for Scottish Development 
International. The launch of Smart Exporter 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. This is of 
equal importance especially as we look to 
penetrate further into emerging fast growing 
markets which require a more sophisticated 
approach.  

The SMART exporter scheme is now up and 
running and is to be extended to cover the 
Highlands and Islands area in the near future. 
This initiative will build the awareness and skills 
of companies. In particular it is targeted at SMEs 
new to exporting. This will significantly contribute 
to expanding the export base in the medium and 
long term. 
 
At the same time Scottish Development 
International is working closely with those 
companies with significant growth potential who, 
with assistance, can accelerate growth in 
overseas markets. This will deliver greater trade 
in the short to medium term.  
 
SDI is giving greater priority to the increasing 
opportunities for Scottish exporters in emerging 
markets. The recent ‘Doing Business in Asia’ 
event (Feb ’11), led by SDI in partnership with 
UK Trade and Investment (UKTI), is an example 
of how this is being progress. The one-day event 
was aimed at SMEs and focused on how 
companies can successfully address the 
perceived barriers which might prevent them 
from taking advantages of the vast opportunities 
for trade and development across Asia. 
 

254. The Committee is concerned at the 
delay in appointing a new Chief Executive for 
SDI and we recommend that Ministers 
proceed to make a permanent appointment 
as soon as possible. 

This is a key post to which Ministers afford 
considerable priority and identifying the right 
candidate is crucial.  Recruitment exercise is 
currently ongoing. 

Chief Executive of Scottish Development 
International has now been appointed. Anne 
MacColl was appointed as interim Chief 
Executive on 30 August 2010 and was formally 
appointed on a permanent basis on 6 January 
2011. 

257. Our central conclusion in this area is that 
whilst the current set-up provides companies 
and foreign governments with some valuable 
support, it does not go nearly far enough. Our 
main recommendation is that we need to 

The need to ensure an adequate overseas 
presence in the main geographies which offer 
the best opportunities for Scotland is highly 
desirable, agree with the Committee’s 
recommendation that this should be a ‘maximum 

Scottish Development International have been 
undertaking an exercise to review present 
overseas coverage and develop an approach to 
how this is increased. The approach involves the 
following elements: 

Scottish Parliament, T4.07, Edinburgh  EH99 1SP 
www.scotland.gov.uk 
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build on the current network of 22 SDI and 3 
Scottish Government offices by taking 
forward additional, low-cost options to 
establish a wider network of Scottish trade 
counsellors located in a greater number of 
countries around the world. 

coverage for minimum overheads’ approach.  
Scottish Development International have been 
tasked with finding a way forward which tries to 
leverage more 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. 

• Mobility of SDI staff within present offices: 
SDI teams based in our overseas trade and 
investment offices are fully mobile across 
the geography serviced by their office.  

• Use of UKTI Overseas presence UKTI has a 
worldwide network with offices in over 150 
countries accounting for 98% of world GDP. 
SDI has full access to these offices and staff 
resource and utilise this to support 
Scotland’s trade and investment priorities.  

• Use of Globalscots leveraging the 
knowledge of over 400 senior professionals 
overseas present in 50 countries across the 
world.   

• Contracting with Private sector providers to 
augment other approaches where a gap 
exists and support can be justified based on 
demand.  Consultants are used to do 
bespoke pieces of work and execute on 
specific opportunities.  

 

258. Similarly, we recommend that the new 
chief executive of SDI, when finally 
appointed, reports back to this Committee as 
soon as possible to indicate what specific 
steps s/he will take to achieve an extension 
to the current overseas network along the 
lines we set out above and in our report.

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 

Chief Executive of Scottish Development 
International scheduled to report back to the 
Committee on 2 March 2011. 

260. Looking more widely, we believe that there 
are far greater opportunities in how can market 
the Scottish education and training sector in 
countries overseas, as well as benefit from the 
presence in Scotland during their studies of 
foreign students attending Scottish universities 
and colleges. We recommend that SDI and the 
Scottish Government provides additional 
support for the marketing of Scottish 
education overseas, increases the co-
ordination between the different bodies 

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. 
 

Education will remain a priority for Scottish 
Development International. SDI has a dedicated 
team who work with universities and colleges to 
maximise their international contribution and 
impact are focussed on institutions’ commercial 
activities. Support is provided to 20 higher 
Education Institutions and 43 Colleges of Further 
and Higher Education. 
 
The announcement in October of the University 
of Strathclyde Business School opening an 

Scottish Parliament, T4.07, Edinburgh  EH99 1SP 
www.scotland.gov.uk 
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involved in this area and works alongside the 
individual university or college-led initiatives 
etc. 

overseas campus near Delhi, in partnership with 
pioneering Indian infrastructure firm SKIL, 
highlights the global reputation of Scottish 
education and it's potential to export this 
excellence overseas 
 
An increasing priority is being placed on 
commercialising research in partnership with the 
private sector including consultancy work, 
generating spin-outs and venturing schemes.  
They are significant international players, 
strengthening Scotland’s overseas reputation 
and generating new sources of revenue and 
economic activity.  
 

261. Finally, we have been frustrated during this 
inquiry, as we have during other inquiries, at the 
lack of up-to-date and comparable statistics 
which provide a clear picture, over the long-term, 
of Scotland’s actual and benchmarked 
performance in relation to exports and inward 
investment. We recommend that this is 
addressed by the Scottish Government and 
others to provide policy-makers with better 
data on which to base decisions. 

This Government will continue to look at 
improvements to support this. 

Scottish export statistics are extremely difficult to 
compile.  National and international enterprises 
operating in Scotland produce a wide range of 
goods and services which are exported to 
destinations all over the world and within the UK 
as a whole.   Companies often find it difficult to 
isolate and report on their Scottish-specific 
activities.  There are no statutory instruments to 
make such a data collection mandatory. 
 
The Scottish Government, however, produces a 
wide range of statistics relating to various 
aspects of Scottish exports.  
 
With financial assistance from SDI, the Scottish 
Government conduct an annual Global 
Connections Survey which provides details of 
Scottish exports to the rest of the world and to 
the rest of the UK.  This survey also provides a 
detailed analysis of export destinations of goods 
and services produced in Scotland as well as 
qualitative information about company’s trading 
experiences.  Information from this survey feeds 
into the Scottish National Accounts and into one 
of the Scotland Performs’ National Indicators. 
 
The Scottish Government also produces an up-

Scottish Parliament, T4.07, Edinburgh  EH99 1SP 
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to-date constant-price index of Scottish 
manufactured exports.  The latest figures, 
relating to the third quarter of 2010, were 
published in January 2011. 
 
Steps have been taken over the past two years 
to improve the quality of these surveys, and 
better information about the uses that can be 
made of these has been added to the SG 
website.  Following a recent assessment of 
Scottish macro-economic statistics by the UK 
Statistics Authority, the scope of The Global 
Connections Survey has been recommended to 
be upgraded to National Statistics status. 
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Economy, Energy and Tourism Committee 
 

7th Meeting, 2011 (Session 3), Wednesday, 2 March, 2011 
 

Outline of a legacy paper 
 

Introduction 

1. At the end of each parliamentary session, subject committees produce a legacy 
paper for their successor. Whilst this paper cannot bind a new committee, it 
gives its new members an idea of what its predecessor worked on and some 
ideas of what subjects may be worth of attention in a new parliamentary 
session. It also gives some ideas of lessons learned. 

2. This paper is an outline of a proposed legacy paper for the Committee. 
Members are asked to discuss this and give a view on what issues they would 
like included in a further draft. The Convener’s intention is to agree a further 
draft by correspondence. 

Overview of the legacy paper 

3. It is proposed that the legacy paper will have three sections: 

• a review of the work of the Committee from June 2007 to March 2011; 

• a commentary on the lessons learned whilst carrying out our 
legislative workload and our inquiries; 

• Thoughts and recommendations on the subjects that our successors 
may wish to investigate as part of the early business of the relevant 
new committee(s) and/or areas in which our successor committee(s) 
may wish to keep track of developments. 

 
Section 1 - looking back: a review of the third parliamentary session 

4. By the end of the third parliamentary session, the Committee will have produced 
four annual reports setting out in detail the legislation considered, inquiries 
undertaken, petitions discussed and events organised etc between June 2007 
and March 200111. The review below is not intended to duplicate this 
information. Rather, it is a synopsis of our workload to provide an overview of 
the range of issues considered and the breadth of our remit. 

Legislation 
• Arbitration (Scotland) Bill; 
• Climate Change (Scotland) Bill; 
• Scottish Register of Tartans Bill; and 
• Protection of Workers (Scotland) Bill. 

                                            
1 These can be found at: http://www.scottish.parliament.uk/s3/committees/eet/reports.htm  
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Main inquiries 
• Banking; 
• Climate Change Act;  
• Energy; 
• Energy Technologies Institute; 
• Tourism; 
• International Trade; and 
• Review of the Enterprise Networks. 

 
Events etc 
• Business in the Parliament Conferences in 2008, 2009 and 2010; 
• Formal and informal round-table discussions on subjects as diverse 

as— 
Workshops with the STUC on (i) The Scottish Workplace and the 
Productivity Challenge, (ii) - The Economic and Social Models in 
Ireland, Norway and Sweden – A Trade Union Perspective, and 
(iii) Emerging from recession? Where now for the Scottish 
economy and public policy? A trades union perspective; 

 
Section 2 - Lessons learned 

5. Members are asked for their view on the following issues— 

• Breadth of remit of the Committee; 
• Working practices – accessibility and fact finding visits; 
• Working practices – ensuring flexibility to enable the Committee to 

decide what it wants to focus on; 
• Value of expert advice and external research; 
• Legislative workload; 
• Merits of post-inquiry review and post-legislative scrutiny, and what 

options there are for the future; 
• Effectiveness of budget scrutiny 

 
Section 3 - Looking forward – what now for our successors? 

6. This Committee recognises that it is not for it to bind its successors in terms of a 
future work programme or working practices. Nevertheless, in addition to the 
lessons learned set out above, the Committee may wish to make a number of 
recommendations in terms of the subject matter that the relevant new 
committee(s) may wish to consider as part of its early work programme and/or 
areas in which members may wish to monitor developments. Some of these 
issues include the following. Members are asked to discuss this list. 

Economy 
• Follow-up inquiries after the work of the Independent Commission on 

Banking. 
• An inquiry into innovation and tackling the productivity gap. 
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Energy 
• Follow-up work on Ofgem’s gas and electricity price review, Project 

TransmiT etc. 
• Renewables – the challenges for funding in that sector. 
 
Tourism 
• Follow-up to the issues raised in the Committee’s tourism inquiry, 

including progress towards 50% tourism revenue target.  
 
Other 
• Post-legislative scrutiny of the Arbitration (Scotland) Act 2010, the 

Bankruptcy and Diligence etc. (Scotland) Act 2007, the Further and 
Higher Education (Scotland) Act 2005 and/or the Planning etc. 
(Scotland) Act 2006 in relation to the development of renewable 
energy; 

• The Business in the Parliament Conference series and other events, 
including with the STUC. 

• A review of the issues in the work programme of the OFT, which 
contains a number of interesting developments on energy and other 
economic matters. 

 
Annex 

7. The annex to this document and that proposed for the final legacy report is the 
progress by the Scottish Government on the deliver of the recommendations 
made by this Committee during its main inquiries. Members are asked to 
discuss any issues this raises. 

Action 

8. Members are asked to discuss the outline above and provide feedback on what 
they wish to see in their legacy paper. Furthermore, members are asked to 
agree that the report can be agreed by correspondence. 

 

Stephen Imrie 
Clerk to the Committee 
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ANNEXE A 

 
SCOTTISH GOVERNMENT UPDATES ON COMMITTEE RECOMMENDATIONS 
 
 
Minister for Enterprise, Energy and Tourism 
Jim Mather MSP 
 
 
T: 0845 774 1741 
E: scottish.ministers@scotland.gsi.gov.uk 
 
 

lain Smith MSP 
Convener 
Economy, Energy and Tourism Committee 
The Scottish Parliament 
Edinburgh 
EH99 1SP 
 

___ 
 
17th February 2011 
 
 
Dear Iain, 
 
I am aware that the Economy, Energy and Tourism Committee is currently working 
on its legacy paper and, as part of this is seeking updates from the Scottish 
Government on progress against the recommendations made in its major 
inquiries, one of which was the Banking inquiry reported in 2010. 
  
I have attached to this letter a table in the format requested by the Committee.  
Against each recommendation is the response we initially provided and our 
progress since May 2010.  
 
 
 
     
 
 

JIM MATHER  
 
 



 
 

EET Committee Banking Inquiry – update to committee Spring 2011 
 

Committee recommendation SG response at time of report Updated SG response 
Recommendation 1 We note that the 
Scottish Government did not refer to the 
proposed Scottish Investment Bank in 
evidence and the Committee will therefore 
seek clarification from the Scottish 
Government on the role of this institution. 
We also encourage the Scottish 
Government to continue to monitor SME 
access to finance by updating its survey on 
a regular basis while concerns still exist 
over access to finance. 

Following receipt of a letter of 15 December 
2009 from lain Smith MSP, Convener of the 
EET Committee, a response was issued on 
22 January with a detailed note on the 
Scottish Investment Bank and the position 
with regard to the proposed establishment 
of a JEREMIE fund. We also offered to 
provide whatever supplementary advice the 
Committee might require. Following the 
Cabinet Secretary for Finance and 
Sustainable Growth's appearance before 
the Inquiry on 10 February, the Committee 
wrote to him on 15 February seeking 
supplementary evidence and he responded 
in full on 28 February. The request for 
supplementary evidence did not include any 
reference to the Scottish Investment Bank, 
and as he had already provided information 
to the Committee on this in the letter of 22 
January - prior to his appearance before the 
Inquiry, he concluded that nothing further 
was required at that time. Since then, on 21 
April, the Scottish Government announced 
plans for a £50 million loan facility to be 
delivered through the new Scottish 
Investment Bank to help growth and 
exporting firms to expand and so boost 
economic recovery. Officials have since 
provided the Committee with more detailed 
information on this. In terms of our work on 

Scottish Enterprise has now re-launched 
its equity products under the Scottish 
Investment Bank brand, obtaining the 
necessary FSA clearances to do so. 
Demand for these equity products 
remains high with the likely level of 
investment in 2010/11 being similar to 
the previous year’s high level.  With 
regard to the new Scottish Loan Fund,  
Cabinet Secretary for Finance and 
Sustainable Growth informed the  EET 
Committee on 2 February that it is now 
in place and ready to do business.  We 
have added a further £5m to the original 
£50m resources available for the Fund 
due to an extra £2m in ERDF, secured 
under the Highlands and Islands 
Programme, matched with £3m 
commitment from Highlands & Islands 
Enterprise.   This brings the total public 
sector commitment to £55m, and further 
strengthens the Loan Fund’s availability 
to eligible firms right across Scotland. 
 
Part of the Scottish Investment Bank 
(SIB), the Loan Fund will provide loans 
of between £250,000 and £5 million and 
will target those companies which 
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SME access to finance, the Scottish 
Government will continue to follow-up on the 
analysis and evidence emerging from the 
survey work over the course of 2010/11, 
including a further update to the survey to 
ensure that credit conditions are monitored 
for any improvements in access to finance. 
We will keep the Committee informed of 
results. 

 

demonstrate growth or the intention to 
grow and exporting firms, as they have 
the most to contribute to Scotland’s 
economic growth. 
 
The Scottish Government will continue 
to monitor credit conditions in Scotland 
through its own survey on SME Access 
to Finance.  To date, these reports 
have been published widely, and the 
findings discussed with the banks, to 
ensure  business needs are fully 
recognised and met. We are currently 
updating our survey for publication of 
conclusions in spring 2011.  We will 
keep the Committee informed of 
results. 
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Recommendation 2: Recommend that SG 
formally ask the Office of Fair Trading to 
review competition in the Scottish banking 
market. 

Responsibility for Competition issues are 
reserved to the UK Parliament by the 
Scotland Act 1998.  We have, however, 
been aware of the ongoing work of the OFT 
in relation to personal current accounts.  In 
its latest report on this issue, published on 
16 March the OFT states that it will monitor 
developments in the market over the next 
two years and will consider further 
intervention including recommending 
legislation, if competition and change fail to 
deliver expected improvements.  In addition, 
the OFT has also committed, in this report to 
undertake a review during 2010 looking at 
barriers to entry into banking.  This review 
will cover the UK including Scotland.  The 
Scottish Government welcomes this 
commitment and officials will continue  to 
liaise with the OFT on this to ensure that 
Scottish issues are fully taken account of.   

Following the 2 June Scottish Parliament 
debate on the Enterprise, Energy and 
Tourism Committee’s report of its inquiry 
into banking, Jim Mather, Minister for 
Enterprise, Energy and Tourism wrote to 
the OFT urging it commit to a formal 
investigation into competition in the 
banking sector in Scotland.  The OFT 
responded, suggesting that the SG should 
contact the Independent Commission on 
Banking (ICB) which will consider wider 
competition issues, and advising that any 
additional investigation by the OFT would 
now only add unnecessary confusion.  The 
ICB published its Issues Paper and call for 
evidence on 24 September and the 
Scottish Government, including with 
assistance from FiSAB through the FiSAB 
Banking Sub Group, provided a response 
to the ICB on 17 November2.  In its 
response the Scottish Government made 
clear that a lack of data in the UK at 
individual country level means that it is 
constrained in its ability to provide the 
evidence required and therefore called on 
the ICB to ensure that data on Personal 
Current Accounts, mortgage lending to 
households and lending to SMEs is 
collated at individual country level in the 
UK, including for Scotland.  The SG  also 
called on the ICB to ensure that 
conclusions from this exercise, and each of 

                                            
2 Scottish Government Response to the ICB Issues Paper and Call for Evidence 
http://www.scotland.gov.uk/Topics/Business-Industry/finance/documents 
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the leading reform options for further 
consultation in spring 2011, includes an 
assessment of the impact on Scotland's 
banking sector and wider economy.  The 
Scottish Government now awaits the ICB’s 
options paper due in Spring 2011 and will 
provide a formal response to that paper. 

Recommendation 3: In order to develop a 
sound basis for more engagement on the 
financial sector, the Committee calls on the 
Scottish Government to develop a far more 
detailed and publicly available vision for the 
sustainable growth of the financial sector in 
Scotland. This should be developed in 
collaboration with the Financial Services 
Advisory Board and include an assessment 
of the sector, the potential for growth and 
the identification of the factors that can 
sustain and grow the sector. 

 

The Financial Services Strategy Group 
(FSSG), a unique partnership between 
government, the industry and trade unions, 
was established in 2003 and was chaired by 
Jim Wallace, QC MSP then Deputy First 
Minister and Minister for Enterprise and 
Lifelong Learning in the Scottish Executive.  
 
The FSSG's mission was: 
To align the public and private sectors to 
develop and deliver a long term shared 
vision and strategy in order to sustain and 
maximise the success of the financial 
services industry and its contribution to 
Scotland's prosperity. 
 
The aims of the FSSG were: 

Close engagement between the SG, its 
agencies and industry continues and 
FiSAB’s 6th Annual Report 2010-2011 is due 
to be published in March 2011.  In 
measuring progress, the Strategy set out a 
number of indicators, such as contribution to 
the economy (output and employment) as 
well as earnings and qualifications data, 
which continue to be monitored. More 
detailed industry specific measures were 
also identified and this data for Scotland is 
benchmarked against international 
comparators. 
 
All this information will be included in the 
forthcoming annual report, which will also 
outline progress in relation to the three 
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Through the success of the firms comprising 
the industry, to strengthen Scotland's 
position as a leading financial services 
centre and thereby maximise the industry's 
contribution to Scotland's economic 
success. 
 
To foster an economic and social 
environment which encourages the 
development of the industry and responds 
to its priorities, making it attractive for firms 
to choose and maintain Scotland as a key 
operating base. 
 
The culmination of the work of the FSSG 
was the Strategy for the Financial Services 
Industry in Scotland (the Strategy) which 
was published in 2005 and which aims to 
deliver the vision of: 
 
An innovative, competitive and thriving 
international financial services industry in 
Scotland, underpinned by world-class 
infrastructure and universally recognised as 
a leader on the global stage. 
 
In measuring progress, the Strategy set out 
a number of indicators, such as contribution 
to the economy (output and employment) as 
well as earnings and qualifications data, 
which should continue to be monitored. 
More detailed industry specific measures 
were also identified and this data for 
Scotland is benchmarked against 
international comparators. 

Strategy pillars – people, profile and 
infrastructure – all of which are vital to the 
sustainability and growth of the sector. 
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The Strategy which includes details of the 
vision is published on the Scottish 
Government website. Each year an annual 
report is published which provides a 
summary of activity for the year, 
comparative data as outlined in the Strategy 
as well as an indication of plans for future 
years. The Strategy and annual reports for 
2005-06 through to 2008-09 are available 
on the Scottish Government website at 
www.scotland.Qov.uklfinancialservices.  
 
Work is underway to produce the Annual 
Report for the period 2009-10. 
 
The Financial Services Advisory Board 
(FiSAB) is the custodian and advocate of 
the Strategy. Work is focused on three 
Strategy pillars: 
 
• People - to strengthen our world-class 

workforce through labour market and 
skills development, raising the appeal of 
the industry as a career choice, and 
ensuring delivery of financial education 
in schools and beyond. 

• Profile - to enhance Scotland's image, 
identity and profile as a centre of 
financial services expertise and as a 
preferred location for financial services 
investment. 

• Infrastructure - to ensure the business 
environment in Scotland is conducive to 
achieving a successful financial services 
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industry. 
 
In 2007, the incoming Scottish Government 
considered the current Strategy and the 
FiSAB structure and decided that, although 
developed and established during the 
previous administration, it continued to meet 
the needs of this key industry for Scotland. 
We signalled our commitment to the 
Strategy and the work of FiSAB by ensuring 
full Ministerial support - FiSAB is chaired by 
the First Minister and both John Swinney, 
Cabinet Secretary for Finance and 
Sustainable Growth and Jim Mather, 
Minister for Enterprise, Energy and Tourism 
are Board members. Of course, all of this 
took place during a period of continued 
growth for the financial services industry in 
Scotland and elsewhere. In December 
2008, in response to the global financial 
crisis and to ensure that the Strategy 
remains a relevant vehicle to support the 
industry, the Financial Services 
Implementation Group (FiSIG) (the working 
group which supports FiSAB) engaged in a 
scenario planning exercise. FiSIG worked 
with academics from the universities of St 
Andrews and Edinburgh to identify a range 
of possible future scenarios and actions 
which might mitigate risks and capitalise on 
opportunities created by these scenarios. 
These actions were, in turn, sense checked 
against plans and high level objectives. It 
was concluded that the Strategy and the 
work of FiSAB continue to be relevant to the 
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future success of the industry in Scotland. In 
February 2010 the Scottish Government 
published its Financial and Business 
Services Key Sector Paper as part of a 
series of reports that describe the 
composition and performance of each of the 
key sectors of the Scottish economy. The 
reports also summarise key policy 
interventions plus known challenges and 
opportunities facing the key sectors. It 
remains our view that the Strategy, with its 
vision and FiSAB as its custodian and 
advocate, continues to be the most effective 
vehicle to sustain and grow the financial 
services industry in Scotland. 
 

Recommendation 4 This vision should 
include a blueprint for the type of banking 
sector that the Scottish Government would 
like to see in Scotland, with a strong 
emphasis on increased competition and 
diversity.  It should also include the Scottish 
Government's view on the HBOS and RBS 
divestments and how they could best 
benefit competition in the financial sector in 
Scotland. We have given our view above on 
the vision and we encourage the Scottish 
Government to build on this and bring back 
a report to the Parliament and this 
Committee in the coming months for a full 
debate and endorsement. 

 

As already stated, it is our view that the 
current Strategy for the Financial Services 
Industry in Scotland and the vision it defines 
remains fit for purpose as the relevant 
vehicle to support the industry and ensure 
its future growth. The Scottish Government 
has made clear that we would like to see a 
diverse and competitive banking sector in 
Scotland and the planned divestments 
provide both challenges and opportunities 
for Scotland. While the Scottish Government 
has some powers available to ensure that 
Scotland can attract the type of financial 
services organisations it wishes to see 
operate here, we are somewhat limited by 
the Devolution settlement in terms of some 
major issues of importance to such 
organisations, for example a competitive tax 
structure, including corporation tax. Despite 

FiSAB will continue to use all resources at 
its disposal including the expertise of 
Scottish Enterprise (SE), Highlands and 
Islands Enterprise (HIE), Scottish 
Development International (SDI), Skills 
Development Scotland (SDS) and the 
Scottish Funding Council (SFC) to take 
forward the activities identified in the 
previous response to ensure the 
sustainability and growth of the sector. 
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this, we will continue to use all resources at 
our disposal, including the expertise of 
Scottish Enterprise (SE), Highlands and 
Islands Enterprise (HIE), Scottish 
Development International (SDI) and Skills 
Development Scotland (SDS) to ensure that 
Scotland is the best place in Europe in 
which to do business. This also includes 
ensuring we continue to provide a wide pool 
of highly skilled and flexible talent, 
infrastructure which meets the industry's 
needs, and a commitment to continue our 
work to align the efforts of public sector 
delivery partners in engaging with private 
sector partners to help the industry to grow 
and succeed. Ministers and officials 
continue to engage closely with interested 
parties in our efforts to ensure that Scotland 
can attract the investors we require to 
ensure the type of banking sector necessary 
to meet the needs of both business and 
individual consumers. The Committee will 
understand that it would not be appropriate 
to make public the detail of any 
commercially sensitive discussions or 
contacts that may be ongoing. To ensure 
that Scotland can benefit from an increased 
number of providers and greater competition 
in the banking sector, we will therefore also 
continue in our efforts to engage with 
stakeholders and potential investors. We will 
also continue to work to ensure that 
businesses, particularly SME and start up 
firms, have access to the help and advice 
and the range of finance products that they 
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require to succeed and grow while ensuring 
that our citizens have access to the 
information and education they require to 
demand choice and transparency in 
financial products. 
 

Recommendation 5 The Committee notes 
the Scottish Government's view that the 
Financial Services Advisory Board can act 
to provide a collective "Scottish Voice" on 
regulatory matters. However, in light of the 
potential conflicts of interest, the Committee 
is of the view that Scottish Financial 
Enterprise (SFE)is the industry body in 
Scotland and that it is consequently the role 
of SFE to lobby on behalf of its members. 

In considering the impact of "regulatory 
matters" on Scotland's financial services 
industry, the Scottish Government consults 
appropriate stakeholders for their views, and 
FiSAB is one way of consulting with industry 
experts. Where an issue has the potential to 
impact negatively on Scotland's financial 
services industry, which contributes 
significantly to the life and economy of 
Scotland, we consider that the Scottish 
Government has a legitimate interest in 
those matters and will lobby the relevant 
UK, EU or other appropriate authorities to 
ensure Scotland's position is fully 
understood and taken account of. A good 
example of this has been work on the draft 
Alternative Investment Fund Managers 
(AIFM) Directive where the Scottish 
Government, at the request of the industry 
in Scotland through SFE, made our support 
for the industry view on this very clear. The 
Committee will no doubt remember the 
excellent members' debate (S3M-5419 
David Whitton : Scotland's Investment 
Management Industry) in January and the 
all party support across the Chamber for the 
Scottish financial services industry's view. 
The Cabinet Secretary for Finance and 
Sustainable Growth communicated the 

The European Commission’s work on the 
Alternative Investment Fund Managers 
Directive provided Scottish-specific 
concerns on the possible impact of this new 
EU regulation on our Investment Trusts.  
The Scottish Government and SFE, working 
with Scottish MEP’s and experts from the 
industry and colleagues from the UK 
Government, SG EU Office, UKRep in 
Brussels and Scotland Europa, harnessed a 
variety of  skills and knowledge to ensure 
full understanding of the issues raised by 
this extremely complex legislation to ensure 
we could effectively persuade the legislators 
of the validity of our concerns.  Work over a 
number of months included SFE 
correspondence with the EC to provide 
suggested redrafts to the Directive, and 
detailed work with MEP’s on the Economic 
and Monetary Affairs Committee, as well as 
letters and meetings between the Cabinet 
Secretary for Finance and Sustainable 
Growth and the European Commissioner for 
Internal Market.  Members of the Scottish 
Parliament from all parties were engaged in 
this issue and this culminated in cross party 
support during last year’s debate in the 
Scottish Parliament.  This concerted effort, 
illustrating the political support for the 
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content and result of that debate to the 
European Commission, the UK Government 
and all Scottish MEPs seeking their support 
for the proposed amendments to the draft 
AIFM Directive which we believe will help 
ensure that we secure regulation which is 
both effective and proportionate. In 
considering these matters, of course, the 
Scottish Government will take account of a 
wide range of views, including those of 
industry and other stakeholders, in defining 
our own position. 
 

industry’s views, helped secure some 
important amendments to the text. 

 

Recommendation 6 The Committee is 
concerned about whether FiSAB is properly 
constituted and reflects the interests of the 
real economy and banking consumers in 
Scotland. The Committee therefore calls for 
the composition of FiSAB to be reviewed 
with a view to establishing a body which 
represents not only the industry but a 
broader range of interests, particularly those 
of businesses and consumers. The Scottish 
Government should then draw on the views 
of this body to consider how it can 
champion a financial sector that supports 
the interests of the people and the economy 
as whole in Scotland. 

As set out earlier in this response, FiSAB 
was established to be the custodian and 
guardian of the Strategy for the Financial 
Services Industry in Scotland. It is not 
intended to be a representative body for 
either consumers or businesses within the 
wider economy. The focus of FiSAB and the 
Strategy is to ensure the success and 
growth of the financial services industry 
which itself consists of a diverse range of 
sectors. In 2008 FiSAB undertook a review 
of its membership to ensure that it continues 
to meet the needs of the industry and 
following that review the membership was 
restructured to better reflect the subsectors 
which make up the industry in Scotland. 
 
This structure brings together experts from 
across all sub sectors of the financial 
services industry in Scotland who are able 
to discuss in full the issues that affect the 
industry here, alongside colleagues who 

As indicated previously, the Scottish 
Government is committed to working in 
partnership across all sections of the 
community and business. We do not 
consider that the role, focus or structure of 
FiSAB needs to be changed and believe 
that there are sufficient opportunities in 
place to enable consumers and businesses 
to discuss issues of concern.  The Board 
will, of course, continue to consider current 
issues of concern, and in doing so may 
invite others to present views and 
information to FiSAB. 
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represent financial services employees and 
those in our wider public sector who are 
delivering economic development 
opportunities to the industry as well as 
policy makers who need to be aware of the 
industry's requirements. The Scottish 
Government considers that this continues to 
be the right focus and that any move to alter 
it to directly encompass other sectors or 
representative bodies will dilute the 
effectiveness of the collaborative 
partnership which FiSAB achieves. FiSAB 
has, and will continue to, consider high level 
strategic issues and the Scottish 
Government and its agencies will benefit 
from these discussions in formulating 
policies and plans for the future. We do, 
however, fully recognise the legitimate 
concerns of the wider economy and 
consumers. There are other vehicles 
through which the interests of the wider 
business community and consumer groups 
can engage. These include, in particular, 
the National Economic Forum which brings 
together senior figures in business, trade 
unions, government, the wider public sector, 
and the third sector, as an important aspect 
of the Government's strategy to achieve 
transformational change and higher 
sustainable economic growth throughout 
Scotland. The Forum provides a vehicle to 
generate support and momentum behind 
the Government Economic Strategy, helping 
to bring about an increased, shared 
understanding of Scotland's economic 
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challenges and solutions. The Forum also 
provides a further opportunity for new 
initiatives and partnerships to flourish as a 
new form of broadbased social and 
economic partnership for Scotland. In 
addition, Scottish Government Ministers and 
officials meet regularly with the main 
business organisations in Scotland as well 
as a variety of consumer and community 
groups to ensure we understand their needs 
and concerns and this has been of 
particular importance during the global 
financial crisis. The Minister for Enterprise, 
Energy and Tourism's Civic Scotland 
initiative is about mobilising as many people 
as possible to work towards the Scottish 
Government's goal of sustainable economic 
growth and making Scotland the best place 
in Europe to do business. The initiative 
engages Scots from a wide range of 
intellectual and civic traditions with over 
6500 stakeholders having had the 
opportunity to engage directly with the 
Minister to date and to have their views 
heard. Increasing local ownership will lead 
to greater economic resilience as long term 
relationships and traditions of problem 
solving are established in local communities 
and sectors. And of course, the Scottish 
Parliament itself offers a vehicle in the form 
of the annual Business in Parliament 
Conferences, jointly organised with the 
Scottish Government and enjoying the 
strong support of our partners amongst the 
business organisations and trades unions. 
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The Conference provides another 
opportunity to discuss plans and priorities 
vital to achieving our shared goal of growing 
our economy. 
 
The Scottish Government is committed to 
working in partnership across all sections of 
the community and business. We do not 
consider that the role, focus or structure of 
FiSAB needs to be changed and believe 
that there are sufficient opportunities in 
place to enable consumers and businesses 
to discuss issues of concern. The Board will, 
of course, continue to consider current 
issues of concern, and in doing so may 
invite others to present views and 
information to FiSAB. 
 

Recommendation 7 The Committee 
welcomes the commitment of the Finance 
Sector Jobs Task Force to alleviating the 
impact of redundancies in the financial 
sector in Scotland. It also supports the 
Scottish Government's continuing 
assistance to the Task Force. The 
Committee considers that the lack of 
accurate statistics on the job losses that 
have resulted from financial crisis provide 
further evidence on the weakness of the 
statistics available for this sector. It 
therefore calls for better and more regularly 
updated baseline data on employment in 
the financial sector. 

The work of the Finance Sector Jobs 
Taskforce has been undertaken in a period 
of significant uncertainty for the financial 
services industry and we believe that its 
alignment of the skills and expertise across 
the relevant public sector bodies has been 
of paramount importance in responding 
positively in the current climate. We also 
consider that its ability to respond has been 
enhanced by its position within the FiSAB 
structure, enabling it to exploit the 
knowledge and experience of the range of 
Board members. Employee jobs statistics 
for all sectors in the economy are obtained 
through the co-operation of industry 
partners who provide data returns to the 
Office of National Statistics (ONS). ONS 

The Finance Sector Jobs Taskforce has 
continued to help companies and 
employees affected by the economic 
downturn. Through a programme of 
activities including: job matching; liaison 
with outplacement agencies; and direct 
support and advice provided to those facing 
redundancy, its activities have led to the 
retention of significant numbers of skilled 
workers who may otherwise have left the 
industry.  It represents an excellent example 
of co-operation and integration of services 
with partners including, SE, SG, SDS, the 
Scottish Funding Council, SFE, Local 
Authorities and Trade Unions. 
 
Methodological changes to the employee 
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employee survey results which are 
published on an annual and quarterly basis, 
however, do not allow for estimates of 
changes in sector level employment over 
the more immediate short term. The Annual 
Business Inquiry (ABI), an employer survey, 
is therefore used as the main source for 
employment data in the financial services 
sector and other industries across the 
economy. The main benefits of the ABI are 
that: 
 
• it reports the overall level of employment 

in the sector and therefore captures the 
net effect of both job losses and job 
creation on an annual basis; 

• it covers the whole economy and 
therefore allows direct comparisons with 
UK data and other industries; 

• it allows analysis of the sub sectors in 
the industry; and 

• data is collected through a statutory 
requirement ensuring a high response 
rate leading to more reliable estimates. 

 
Improvements on the timeliness of 
publication of ABI data are planned and 
developments are underway at the ONS 
which mean that in future years the 
publication of employment data from the 
ABI, for financial services and other sectors 
across the economy, will be available three 
months earlier than is currently available. 
Publication is anticipated to take place in 
the September following the reference year 

surveys undertaken by the Office of National 
Statistics (ONS) have recently been 
implemented.  Although the introduction of 
the Business Register and Employment 
Survey (BRES), which replaces the Annual 
Business Inquiry, results in a discontinuity in 
the available time series across all sectors 
there are a number of benefits from the 
changes being made. For example, the 
BRES collects information at individual 
branch/site level and so marks an 
improvement to the quality of employment 
estimates at the country/regional level.  
Furthermore, and as outlined in the original 
response, the timeliness of data will also be 
improved in 2011. The Scottish Government 
continues to engage with ONS in the 
process of developing employment 
estimates. 
 
Following on from the response to the EET 
committee in May 2010, a new quarterly 
data return from banks and building 
societies in Scotland has also since 
commenced to help improve the quality of 
the measurement of output. The Scottish 
Government is working closely to improve 
the quality of data available through this 
new return with the continued assistance of 
the sector in Scotland. 
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of the data from 2011 onwards. As part of a 
Scottish Government initiative to improve 
the quality of measurement of financial 
services output in Scotland, a new quarterly 
data return from all banks and building 
societies in Scotland is planned. In addition 
to informing estimates of changes in output 
in the sector, this return will also include 
data on employment. For the reasons 
outlined above, the ABI would remain the 
main source of employment information for 
the sector in Scotland; however the new 
quarterly returns are anticipated to provide a 
useful source of data to supplement 
analysis of the latest developments in the 
sector. We have been pleased to be able to 
discuss this initiative with FiSAB during its 
development and to have obtained the 
agreement of industry partners for the 
implementation of this new data return in 
Scotland. Work on this is being undertaken 
in partnership with the ONS and the Bank of 
England to ensure best use is made of data 
from a range of sources. 
 

Recommendation 8 The Committee calls on 
the Scottish Government to initiate a step 
change in communication and contact at the 
highest levels with the Tripartite Authorities 
with a view to discussing issues of 
relevance to the financial sector in Scotland, 
as well as macro-prudential and broader 
economic issues. The Committee considers 
that as the Scottish Government's 
overarching purpose is to promote 

As set out in the response from the Cabinet 
Secretary for Finance and Sustainable 
Growth on 28 February to the Committee's 
additional questions and points, Scottish 
Government officials have regular contact 
with counterparts in HM Treasury, Bank of 
England, the Financial Services Authority 
(FSA) and the OFT on a wide range of 
issues as part of normal working. Scottish 
Ministers communicate with HM Treasury 

Scottish Ministers are in contact with the 
coalition government on a number of issues.  
The SG will continue to undertake its survey 
of SMEs, to report on the issue of Access to 
Finance for SME’s in Scotland, engaging 
with the banking sector throughout the 
process, in order to develop our own 
policies and influence those of the UK 
Government in this area. 
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sustainable economic growth in Scotland it 
is crucial that it better engages with all of the 
Tripartite Authorities on these issues, 
particular by the Scottish Ministers. The 
financial crisis has had such a profound 
effect on the Scottish economy that it is 
important that there is an exchange of 
information between these bodies going 
forward. This is exemplified by the situation 
faced by small and medium enterprises in 
Scotland in accessing finance over the last 
two years. Given the role of the Tripartite 
Authorities in ensuring flows of credit and 
that banks continue to lend, it is important 
that reports such as the Scottish 
Government's reports on SME Access to 
Finance are provided to the Tripartite 
Authorities. 

Ministers on a wide range of issues, both in 
writing and in person. In 2008, FiSAB 
considered the structure of its membership, 
and this included consideration of the 
arrangements for official observers at 
FiSAB. At its meeting on 2 September 2008 
FiSAB agreed a new structure to better 
reflect the sub sectors which make up the 
industry in Scotland and also agreed to 
approach both the Bank of England and the 
FSA seeking their views on whether they 
would take up the same observer status at 
FiSAB which is enjoyed by HM Treasury. 
Both the Bank of England and the FSA 
responded that they would be happy to 
attend those FiSAB meetings at which they 
could be of assistance during the Board's 
discussions. Since then, the Bank of 
England's Agent for Scotland attended the 
FiSAB meeting on 1 June 2009. The FSA 
has not yet been invited to attend a specific 
meeting and HM Treasury continues to have 
observer status at all meetings. The 
regulation of financial services is a matter 
reserved to the UK Parliament and as HM 
Treasury, the Bank of England and the FSA 
all have responsibility for the whole of the 
United Kingdom on these matters, we 
expect all of these institutions to take full 
account of Scottish specific issues in their 
day to day operations. Throughout the 
current financial crisis and within 
correspondence on various issues, Scottish 
Ministers have offered to work with the UK 
Government to ensure that issues with 

The Scottish Government will continue to 
work with the financial services industry, 
including the British Banking Association-led 
Business Finance Taskforce, ensuring that 
businesses in Scotland benefit fully from all 
policies and measures introduced to help 
improve banking services to SMEs.   
 
In addition, the Scottish Investment Bank 
(SIB) will continue to support the early stage 
risk capital market through the operation of 
equity investment products. The new 
Scottish Loan Fund will also support 
established growth and exporting 
companies.  The SIB will continue to work 
closely with the private sector in responding 
to areas of market failure, where the banks 
are not meeting the needs of established 
SMEs and those with growth potential, by 
working at a Scottish, UK and European 
level to consider new interventions to 
address established failures and gaps.  Any 
response to the market failure or gap may 
not necessarily be funded by the public 
sector but could include exploring innovative 
ways to bring more private sector capital to 
the Scottish SME funding market. 
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specific impact on Scotland, or information 
pertaining to Scotland's economy and the 
workings of the banking market can be 
properly taken account of in formulating 
policies and response to the economic 
turmoil being experienced. We will continue 
to ensure that Scottish Government analysis 
and reports such as the SME Access to 
Finance Survey are shared with UK 
authorities. 
 

Recommendation 9 The Committee calls on 
the Scottish Government to engage with the 
UK authorities systematically at the early 
stages of the development of European 
Union legislation and emerging financial 
regulation, as well as on the transposition of 
European Union directives by the UK 
Parliament. We recommend that an 
assessment of the challenges and 
opportunities from future EU legislative 
proposals is made and shared with the 
Parliament. 

While regulation of financial services as well 
as responsibility for negotiating with the EU 
on regulatory matters lies with the UK 
Government, the Scottish Government 
believes that EU decisions on financial 
services matters are of critical importance to 
the industry in Scotland and to our economy 
as a whole. Companies in Scotland are 
engaged by a variety of means, principally 
through sectoral industry bodies (e.g. the 
Association of British Insurers and the 
British Bankers Association) as well as 
through the industry-wide representative 
body in Scotland, Scottish Financial 
Enterprise (SFE). The Scottish Government, 
however, believes that it has a legitimate 
right to influence these matters at the heart 
of the EU decision making centre. 
 
SG EU office Brussels 
The Scottish Government's EU office is 
based in Brussels and supports the EU 
related work of the government. Officials 
provide operational support to the 

Through the wide variety of mechanisms 
outlined in our previous response, the 
Scottish Government continues to work 
closely with  the UK Government and the 
relevant industry bodies.  
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government by gathering information, 
developing regional and national links and 
attending and monitoring European Council 
working groups, sessions of the European 
Parliament and other events to ensure that 
decision makers in Scotland are kept fully 
informed of the latest developments in the 
EU. The office has built an effective network 
of contacts in the institutions through which 
officials explain and promote Scotland's 
particular interests and views on matters 
being discussed. It also strives to raise 
Scotland's profile and build its image and 
reputation amongst EU partners. The office 
also works closely with the United 
Kingdom's Permanent Representation to the 
EU (UKRep) which remains responsible for 
representing the views of the UK as a whole 
to the EU institutions. Working effectively 
with UKRep contributes to ensuring that the 
UK's negotiating position reflects that of 
Scotland and the other Devolved 
Administrations. 
 
Scotland Europa and Scotland House 
Part of our economic development agency, 
Scottish Enterprise, Scotland Europa 
provides intelligence, policy analysis and 
strategic funding advice about the EU and 
its relevance to Scottish organisations. It 
offers insight and expertise into EU public 
affairs, bringing careful analysis and fresh 
interpretation to European issues affecting 
Scottish interests. It also works to raise 
Scotland's profile in the EU and to increase 



 

 24 

the level of expertise and knowledge of 
European issues within Scotland. Scotland 
Europa also provides these services to over 
50 Scottish organisations from the public, 
private and academic sectors, the diversity 
of interest across its membership gives 
Scotland Europa an influential voice in 
European Affairs. Through Scotland Europa 
membership these Scottish-based 
organisations are able to share resources 
for EU engagement, rather than going it 
alone - giving a stronger, strategic 
positioning for Scotland in the EU. For 
example Scottish Financial Enterprise is a 
member of Scotland Europa. Scotland 
Europa has worked closely with SFE over 
the last year in particular to help them 
negotiate the proposed change in EU 
Financial Services legislation following the 
global economic crisis; to promote a greater 
understanding of the specificities of the 
Scottish Sector amongst EU politicians and 
decision makers. Scotland Europa also 
operates Scotland House, in Brussels, 
which is home to a number of key Scottish 
partner organisations including the Scottish 
Government's EU Office, Highlands and 
Islands European Partnership, the Scottish 
Parliament, as well as other European 
partners (from Eurodesk Brussels Link to 
the City of London EU Office, HP and SUN 
Microsystems EU public affairs teams, as 
well as colleagues from Ireland, Poland and 
(Finland) with whom we work closely to 
monitor upcoming EU opportunities and 
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develop projects and position Scotland as a 
key player in the EU.  
 
UK Relations  
In addition, Scottish Ministers maintain an 
active and constructive relationship with the 
UK Government on EU matters, sharing our 
ideas, resources and experience with 
Whitehall counterparts including active 
participation with UK Ministers and those 
from other Devolved Administrations in the 
Joint Ministerial Committee Europe (JMCE) 
chaired by the UK Foreign Secretary. The 
Scottish Government takes an active role in 
the transposition of European Union 
directives where they fall within devolved 
competence. Guidance on handling 
European obligations encourages policy 
leads to engage with their Whitehall 
counterparts to ensure timely and 
appropriate transposition. The Scottish 
Government is mindful of its responsibilities 
to ensure transposition deadlines are 
achieved and actively contributes to the 
positive UK response In terms of engaging 
with the UK Government on transposition of 
EU directives into UK legislation, in 
progressing UK legislation which extends to 
Scotland, Scottish and UK officials liaise 
appropriately throughout the process.  
 
European Commission Work Plan (CWP) 
The CWP was published on 31 March 2010. 
It is the first such publication of the second 
Barroso Commission and as such it 
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represents a departure from the work of 
previous years as it contains not only the list 
of proposals for the year ahead, but also 
includes a new indicative multi-annual list of 
proposals for the remainder of the mandate. 
Each successive CWP of the Barroso II 
Commission will flesh out proposals drawn 
from the multi-annual list for the year ahead. 
Scottish Government officials are currently 
analysing the CWP.  
 

Recommendation 10 The evidence heard 
by the Committee emphasised the 
importance of the headquartering of 
financial institutions in Scotland. This helps 
to promote high-end jobs within the 
institution concerned, as well as supporting 
other business services, particularly in the 
professions. The Committee calls on the 
Scottish Government to consider how it can 
support the retention of headquartering 
functions in Scotland and provide the detail 
of its plans in the report to Parliament that 
we have requested. 

A successful Scottish economy is 
dependent on having significant 
headquarters and decision making 
functions. With these activities come higher 
value employment and also the increased 
likelihood that the local supply chain can 
benefit from the procurement of these major 
firms. This has also been an area of debate 
among policy makers in recent years. For 
example, the Council of Economic Advisers, 
in January 2009, expressed its concern that 
"over the last thirty years, the UK 
Government has generally been a passive 
actor.(on)..questions of industrial structure" 
and that this had led to a "denuding of 
Scotland of corporate headquarters". 
Despite the difficulties faced lately, Scotland 
still has significant headquarter functions in 
financial services, notably in Banking where 
RBS has given a commitment that 
Gogarburn will remain its headquarters but 
also in sub-sectors such as Asset 
Management where companies such as 
Baillie Gifford and Martin Currie continue to 

While the banking sector is experiencing a 
period of change. The Scottish Government 
remains totally committed to ensuring as 
many headquarters functions and jobs 
remain here in Scotland.   
 
The Scottish Government will maintain its 
support for these efforts by ensuring 
Scotland continues to offer a flexible, open 
and transparent place to do business.  It will 
also continue to work with the financial 
services industry to ensure full 
understanding of the needs of that industry, 
including of the banking sector, through 
FiSAB and the Financial Services Skills 
Gateway.   
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trade successfully from a Scottish base.The 
private sector will typically locate in those 
areas which best meets its business needs 
and from where it is able to source the 
skilled labour, property and capital to 
operate and serve customers most 
effectively. For large companies, with a 
global customer base, this inevitably raises 
the possibility that such firms may choose to 
locate elsewhere from Scotland. To try to 
ensure that this does not happen, and 
indeed that we are able to attract further 
regional headquarters, the public and 
private sectors have to work in partnership 
to demonstrate the opportunities that are 
available to companies and also to help 
remove any barriers which prohibit the 
growth of these firms. Of particular note is 
the work that the Finance Sector Jobs 
Taskforce has been doing with RBS. 
Through close engagement with the 
company, the Taskforce has been able to 
create an effective partnership which has 
mitigated some of the job losses across the 
sector through signposting employees to 
other companies which are looking to 
expand. Scottish Development International 
has been successful in attracting 
headquarter functions from new entrants 
into the banking market, most notably Virgin 
Money and Tesco Bank, demonstrating that 
Scotland can compete against offerings 
from other regions within the UK and 
globally. As the divestment of assets from 
RBS and Lloyds continues, the 
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opportunities for new entrants locating their 
headquarter functions here will be actively 
explored. Furthermore, to help retain 
existing functions, Scottish Enterprise works 
in partnership with other parts of the public 
sector to help engage with large companies 
on areas of significant opportunity. By 
engaging proactively through the Scottish 
Enterprise account management support, 
the intention is to provide "early warning" of 
potential expansions, thus allowing a strong 
proposition to be made, but also to help 
understand the company's needs should it 
be considering relocation. 
 

Recommendation 11 The Committee calls 
on the Scottish Government to consider how 
it can promote inward investment to support 
the critical mass in life, insurance, 
investment management and asset 
servicing that already exists in Scotland. 
The Scottish Government should continue 
to use all measures at its disposal including 
RSA grants to attract new financial sector 
businesses to Scotland and ensure that 
existing companies remain. It also calls on 
the Scottish Government to work with the 
relevant agencies to promote Scottish 
financial service companies abroad, 
particularly in the emerging markets. We will 
return to this area in our current inquiry on 
international trade and inward investment 
policies. 

The Scottish Government will continue to 
promote both inward investment by and 
internationalisation of financial services 
companies through Scottish Development 
International (SDl). 
 
To win investment Scotland needs to beat 
intense international competition and 
demonstrate it is the best location to invest 
in. SOl's core focus and competence is in 
the delivery of world class sales and 
marketing to both attract investment and 
talent to Scotland and to support Scottish 
businesses to internationalise through, in 
particular, enhancing business development 
activities. Critical to future success in 
attracting investment and increasing trade is 
effective partnership working both at a 
Scottish and UK level, including: 
 

The Scottish Government will continue to 
promote both inward investment by and 
internationalisation of financial services 
companies through Scottish Development 
International (SDl). 
 
The SDI operating plan for the forthcoming 
year underpins "The Financial Services 
Strategy for Scotland" and will address the 
industry's strategic goal of Profile by the 
attraction/retention of inward investment; the 
internationalisation/ export promotion of the 
sector and will lead on the international 
marketing of the sector.  As such SDI will be 
undertaking a range of events/conferences 
throughout key target geographies to ensure 
the Scottish proposition is widely known.  
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• alignment across the public and private 
sector to enhance the global 
competitiveness of the business 
environment in Scotland including: skills, 
research, transport, regulatory and fiscal 
environment. 

• harnessing the full potential of 
international networks and influencers 
and working with partners to actively co-
ordinate the wider promotion of Scotland 
globally.  

 
Within this context the focus of SDl over the 
coming three years is to concentrate its 
resources on the generation of trade and 
investment opportunities for Scotland that 
help strengthen Scotland's competitiveness 
within the global economy. SDl working 
closely with Scottish Government (SG), 
Scottish Enterprise (SE) and Highlands & 
Islands Enterprise (HIE) has just refreshed 
its Strategic Direction and Priorities for the 
next three years (2010-13).  
 
SDl's objectives are to:  
 
• attract investment and talent which 

builds on Scotland's globally competitive 
sectors (which include Financial 
Services) 

• raise the aspirations and capabilities of 
more Scottish businesses to think, 
compete and trade globally 

• actively work with others to increase the 
global competitiveness of the business 
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environment in Scotland and to align the 
wider promotion of Scotland 
internationally SOl and its partners 
provide a number of international 
products and services to support 
Scottish businesses and potential 
investors to achieve their international 
aspirations. These include bespoke and 
industry wide training assistance, R&O 
support as well as more direct financial 
assistance through RSA and other 
grants. Support will most often be 
delivered through a package of 
interventions to assist companies with 
their growth plans over a period of time. 
In many cases businesses will need 
more than one type of assistance in 
order to pursue their international 
ambitions and aspirations. Specific work 
with the financial services industry in 
relation to internationalisation activities 
will focus on key sub-sectors, for 
example, helping Scotland asset 
managers to access markets where 
government support is important to 
make high level connections, for 
example China & Japan. SDl has 
already held a number of Fund 
Management events in China to 
highlight Scotland's overall Financial 
Services strengths, but importantly allow 
Scotland's Fund Managers to highlight 
their own services and products to 
representatives of China's regulators 
and financial services companies. 
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Further work in this regard is already 
planned during Shanghai Expo in 
September 2010. A key focus of SDI 
work within the financial services 
industry is the attraction of financial 
services companies to Scotland, but 
also in the retention and expansion of 
financial services companies already 
established in Scotland. 

 
SDl is already a key partner within the 
Finance Sector Jobs Taskforce. In 
undertaking all of this SDl works with a 
range of partners including Scottish 
Financial Enterprise (SFE) where it has 
undertaken numerous joint promotional 
events both in Scotland and across the 
globe. SDl also works closely with UKTI to 
ensure Scotland's proposition is integral to 
the UK financial services proposition and is 
represented on UKTI Regional Forum. Mark 
Tennant, Chairman, SFE and FiSAB 
Industry Deputy Chair also represents 
Scotland on theCity UK overseas promotion 
committee again to ensure Scotland's 
overall message continues to be promoted. 
The Committee's current inquiry on 
international trade and investment policies 
is most welcome and will provide it the 
opportunity to examine these issues in more 
detail. 
 

Recommendation 12 Many of the witnesses 
who gave evidence to the Committee 
emphasised the importance of education at 

Schools  
Curriculum for Excellence prepares young 
people for the challenges of life in the 21st 

Schools 
Financial Education, delivered within the 
context of Curriculum for Excellence 
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all levels. They stressed the importance of 
good numeracy, literacy and functional skills 
in school leavers as well as high-quality 
university graduates. The Committee calls 
on the Scottish Government to promote 
these skills further and consider how it can 
deliver a skilled work force at school leaver, 
further education and university level. The 
Committee stresses the importance of 
highly-skilled workers and the value of 
modern apprenticeships in this context. The 
industry should also be promoted as a 
potential area of employment to counteract 
any negative impact that the financial crisis 
may have had on interest in the sector. We 
expect this issue too to be covered in the 
report we have requested. 

century. It builds on the strengths of 
Scotland's education system and will raise 
standards for every child. It enables every 
child to become a successful learner, 
confident individual, effective contributor 
and responsible citizen. In order to 
encourage the development of numeracy 
skills within Curriculum for Excellence, 
Learning and Teaching Scotland has 
established a National Numeracy Network. 
The Network will promote new ideas, 
disseminate information, discuss emerging 
good practice in local authorities and share 
learning between and across authorities. 
The Network supports a Financial Education 
Strategy Review Group that is looking at the 
range of teaching resources currently 
supporting financial education in schools 
and how these might be updated and 
improved. The Review Group is also 
developing a Financial Education Delivery 
Plan that will illustrate how financial 
capability can be embedded in the 
curriculum through a continuous focus on 
numeracy skills.  
 
Further and Higher Education 
Institutions  
In terms of further and higher education, the 
Scottish Further and Higher Education 
Funding Council (SFC) is the national, 
strategic body that is responsible for funding 
teaching and learning provision, research 
and other activities in Scotland's 43 colleges 
and 20 universities and higher education 

“experiences and outcomes” and in line with 
numeracy across learning, aims to ensure 
that all young people develop key financial 
skills to be successful both now and in the 
future.  Financial Education also provides a 
relevant context for the development of 
skills for learning, life and work.   
 
Learning and Teaching Scotland (LTS) has 
recently published guidance for schools 
about creative ways by which teachers can 
offer young people a good quality financial 
education experience.  LTS has also 
published some useful advice about how the 
status and profile of financial education can 
be enhanced through engagement with 
stake-holders.  In particular, emphasis has 
been placed on the need to encourage 
partnerships between schools and the wide 
range of financial institutions operating in 
Scotland, credit unions and the new 
Consumer Financial Education Body.   
 
Further and Higher Education The 
Scottish Government launched its all-age 
Literacy Action Plan on 27 October 2010. 
The Action Plan provides a strategic 
commitment to improving standards of 
literacy across the continuum of learning.  In 
addition, Adult Literacies 2020: strategic 
guidance was published on 21 December 
2010 providing aims and outcomes for adult 
literacies development over the next 10 
years.  This new strategic guidance was 
informed by a Strategic Advisory Group 
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institutions. A key priority for the SFC, in line 
with Scottish Government policy, is to 
improve the employability of learners and 
their skills development. This is an important 
area of public policy because of the impact 
that skills and employability have on 
individual life chances, the performance of 
our economy and our public services. 
 
Working with Scotland's colleges, 
universities and other partners, SFC seeks 
a system of further and higher education in 
which through the provision of high quality 
education and learning, students have 
enhanced their general and specific skills, 
their confidence, self reliance, motivation, 
knowledge and capacities in ways that: 
 
• meet the needs and expectations of 

employers; 
• lead to improved utilisation of skills in 

the workplace; and 
• contribute to improved personal, social, 

civic and cultural outcomes for the 
people, off Scotland ."Learning to Work" 
is the SFC's employability strategy for 
supporting college and university work 
to build capacity and good practice with 
a view to enhancing student 
employability. It defines employability as 
"a combination of knowledge, skills and 
attributes (attitudes and values) which 
result in capable people who will be 
effective in their chosen occupation – as 
employees, employers and 

made up of key stakeholders as well as 
external consultation.  Also, under Learning 
to Work, the SFC is providing £4.7 million to 
help both students and employers benefit 
from 2,550 new work place opportunities 
(over the next four years). This will give 
students the opportunity to gain work 
experience during their studies. 
 
Financial Services Skills Gateway 
SG officials within Skills Division hold 
frequent meeting with the Financial 
Services Skills Council (FSSC) on 
matters pertaining to work based on 
learning and qualifications in the 
financial sector.  We value the 
collaborative work they are delivering 
through the Financial Services Skills 
Gateway (Gateway) and place great 
emphasis upon their co-ordination role 
within the Gateway, which enables the 
FSSC to articulate to us the skills needs 
of employers.   
 
Much of what the FFSC aims to deliver 
to employers in Scotland is now 
channelled through the Gateway. This 
helps place the FSSC in a unique 
position to inform Government and other 
public sector skills bodies, such as SDS, 
as to the needs of this sector, the recent 
Skills Demand Statement being a good 
example of this work.  Additional work 
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entrepreneurs". The Horizon Fund 
allows the SFC to work closely with 
universities and other partners in ways 
that are potentially groundbreaking, 
nationally and internationally, by 
developing and investing in projects that 
are intended to bring economic, social 
and other benefits to Scotland.  

 
Financial Services Skills Gateway  
We recognises the importance of a skilled 
workforce within the financial services 
industry and the need to support activity to 
promote it as an attractive career option and 
address negative perceptions that may have 
developed. SOS has worked with the 
industry to create the Financial Services 
Skills Gateway, bringing the work of the 
Financial Services Sector Skills Council and 
key Scottish employers together into one 
focused vehicle to drive and shape the skills 
agenda as the industry adjusts to the new 
market conditions. SQS, working in 
conjunction with the Financial Services 
Sector Skills Council and the Financial 
Services Skills Gateway will develop a 
comprehensive programme of action to be 
delivered in partnership with industry to 
address future skill requirements across the 
sector. More specifically the Gateway will 
aim to: 
 
• articulate clearly the industry's skills 

requirements; 
• improve the understanding of the career 

has also been carried out in the 
development of Level 2 ,3 and 4  
accounting apprenticeships for the 
sector and the FSSC has played a key 
role in helping deliver this.  
 
David Thornburn, UK Executive Director of 
Clydesdale and Yorkshire Bank Chair of the 
Employers Council reports the Gateway’s 
progress through FiSAB.  
 
Modern Apprenticeships 
Scottish Government recognises the 
importance of Modern Apprenticeships. In 
the first two quarters of 2010/11 (i.e. to end 
Sept 2010) 125 individuals started a new 
apprenticeship in Providing Financial 
Services. 
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pathways available in financial services; 
• increase the flow of school leavers, 

graduates and adult returners into the 
industry by creating a talent "pipeline" 
that is predictable and manageable; 

• develop workforce capability at all 
levels; and 

• facilitate collaboration between all 
stakeholders involved in education, 
training and skills development for the 
Scottish financial services industry. 

 
Modern Apprenticeships 
We also recognise the importance of 
Modern Apprenticeships for the sector and 
during 2009/10 over 600 financial services 
apprenticeships were supported by SOS - a 
significant increase on previous years and 
which reflects a positive SOS response to 
increased industry demand during the 
economic downturn. 
 

Recommendation 13 Infrastructure in 
Scotland, as well as the transport links 
between Scotland and other countries, was 
identified as being important, particularly in 
the context of Scotland's geographic 
position. In this context, the Scottish 
Government should continue to develop 
Scotland's transport infrastructure and 
connections with other countries, particularly 
by means of direct flights to and from 
Scottish airports. In particular, travel to 
London - as one of the two main global 
financial centres - should be facilitated by a 

The Scottish Government recognises the 
importance of international connections for 
business to attract inward investment and to 
make access to Scotland easier for inbound 
tourists. We continue to work with airlines to 
persuade them that Scotland is a market 
which can sustain more direct international 
connections. We want to ensure Scotland is 
at the forefront when airlines take route 
development decisions. Through continued 
engagement, we have built up excellent 
relationships with a range of airlines which 
offer potential for the development of further 

Air Link 
The Scottish Government continues to sell 
Scotland to airlines by providing market data 
and intelligence to help inform airline 
decision-making choices.  Scotland needs 
to compete globally for new routes and to 
maintain its profile within the aviation sector. 
In September the SG met Middle Eastern, 
Far Eastern and North American carriers to 
discuss air routes. This meeting was 
commercially sensitive therefore no 
information can be shared with the 
committee. 
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high-speed rail link. 
 

air links with Scotland. The Route 
Development Fund contributed to a 
dramatic improvement in Scotland's direct 
international air network by concentrating on 
those routes that helped business and 
inbound tourism. Routes continue to 
operate as a result of investment from the 
Fund which ended to new air routes in May 
2007. EC guidelines on start-up aid 
constrained us from developing a 
replacement to the Fund. However, the 
Commission is now reviewing these 
guidelines and the Scottish Government 
plans to respond to its forthcoming 
consultation.  
 
Scotland is central to the business case for 
high speed rail in Britain. It is the clear view 
of Scottish Ministers that Scotland must be 
part of the UK Government's plan for a high 
speed rail network from the outset. 
Successive reports show that the economic 
case for high speed rail is significantly 
stronger when it includes an extension to 
Scotland. With the potential to offer a 
journey time between Scotland and London 
of three hours, a high speed rail link is 
expected to enjoy a 67% share of the travel 
market, offering a real alternative to 
domestic aviation, contributing to our long 
term carbon reduction targets. When we 
discuss investment in high speed rail, we 
must view it as a long term infrastructure 
investment rather than an individual rail 
project; the benefits go far beyond the rail 

 
Rail Link 
Scotland is central to the business case for 
high speed rail in Britain. It is the clear view 
of Scottish Ministers that Scotland must be 
part of the UK Government's plan for a high 
speed rail network from the outset. We 
continue to work closely with DfT and were 
disappointed that DfT's current plans do not 
include Scotland. 
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industry. The costs associated with a project 
of this scale are substantial. We will work 
with the UK Government to clearly and 
realistically define the scope of the project 
north of the border to develop our 
understanding of the costs involved. 

 
Recommendation 14 This report has noted 
the consolidation that took place in the 
banking sector over the last century. The 
Committee calls on the Scottish 
Government to explore how mutuals, 
cooperatives and credit unions can be 
further supported and local initiatives 
developed. In particular, the Scottish 
Government should seek to engage on 
development of regulation that would 
support this diversification. 

 

Legislation on and regulation of industrial 
and provident societies and credit unions is 
reserved.  We are fully engaged with HM 
Treasury and the FSA.  The UK 
Government launched Review of the GB 
cooperative and credit union legislation: a 
consultation in June 2007. This 
distinguished between mutuals (broadly 
speaking, societies registered under the 
Building Societies, Friendly Societies and 
Industrial & Provident Societies Acts. The 
latter includes credit unions), cooperative 
and credit unions. This consultation focused 
on the legislation relating to cooperatives 
and credit unions and did not include 
building or friendly societies, where the 
legislative framework was considered to be 
reasonably up-to-date. It noted: There is at 
present no national law on cooperatives in 
GB, the closes being that relating to 
Industrial and Provident Societies (IPSs). 
The cooperative form is an important legal 
structure for businesses and an alternative 
to companies. It would therefore be useful 
for steps to be taken to ensure as far as 
possible that the legislative framework for 
IPSs is updated where appropriate so that it 
is no less convenient or efficient than 

The UK Government’s consultation 
document ‘A new approach to financial 
regulation: judgement, focus and stability’ 
was published on 26 July 2010. The paper 
outlined and consulted on proposals to 
overhaul the UK financial regulatory system 
by disbanding the FSA and establishing a 
new system of more specialised and 
focused regulators.  We will engage with the 
new regulator when it is established. 
 
In the Coalition Agreement, the UK 
Government stated its desire to foster 
diversity in  financial services, promote 
mutuals and create a more competitive 
banking industry. HM Treasury is 
developing policy and delivering legislative 
changes to help meet this aim.  
 
Legislation governing mutuals dates back 
several decades and reform has been 
piecemeal  since then. In 2007, the 
Treasury consulted on changes to mutuals 
legislation, to update and improve the 
governance of these societies and create a 
more level-playing field for co-operatives  
and credit unions to compete with other 
forms of corporate.  
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company law. To this end the review will 
seek to identify the implications of any 
recent changes in the legislative landscape 
such as the Enterprise Act 2000 and the 
Companies Act 2006 to consider whether 
there are any areas where there is disparate 
treatment between companies and 
cooperative societies. This will help create a 
level playing field between companies and 
cooperative societies and ensure that 
potential new registrants are not 
discouraged from using the mutual form. It 
is also worth considering whether GB 
cooperatives should be brought into line 
with their EU counterparts, for example in 
expanding the services they can offer to 
members to include banking and the ability 
to attract investment from a wider range of 
sources. There are currently legal barriers to 
the provision of certain financial services 
under IPS legislation in Great Britain. For 
example a GB IPS with withdrawable share 
capital is not allowed to carry on banking 
business because one of the effects is that 
withdrawable share capital would make it 
difficult to ensure capital adequacy 
requirements are always met. 
 
It has been suggested that this review 
should consider if the GB IPS sector should 
be allowed to engage in such services. One 
of the main risks of IPSs in GB engaging in 
certain financial services is that it could 
result in increased regulation both from GB 
regulators and the EU, especially for those 

 
This resulted in the ‘Co-operative and 
Community Benefit Societies and Credit 
Unions Act 2010’ and a ‘Legislative Reform 
Order for Industrial & Provident Societies 
and Credit Unions’.  
 
The Legislative Reform Order is currently 
going through the Parliamentary process. It 
is expected to come into force in spring 
2011.   
 
There is as yet no commencement date for 
the Co-operative Act. 
 
In addition, in December 2010, the UK 
Government launched a consultation 
proposing to amend legislation to facilitate 
the use of electronic communications (such 
as email and internet) by the mutual sector.  
 
Since such legislation and regulation are 
reserved, Scottish Government support for 
credit unions has been to provide funding to 
help them develop their businesses, most 
recently through the various funding 
streams for social enterprises, and the 
specific £250,000 Credit Union Fund. 
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societies that wanted to engage in deposit 
taking. Question 1 of the consultation 
sought views on this issue. Questions 17-30 
sought views on a range of changes for 
credit unions, including membership and the 
provision of auxiliary services to their 
members, including for example 
complementary financial services, hire 
purchase and holding of land. The summary 
of consultation responses published in 
December 20073 indicated that a majority of 
respondents agreed that the cooperative 
sector should have the option to engage in 
financial services, however respondents 
pointed out that there did not appear to be 
an urgent need for change, despite the fact 
that the cooperative model is widely used to 
deliver financial services throughout the EU. 
The UK Government response was that it 
considered that there did not appear to be 
any evidence to support a wider role for 
cooperatives in the provision of financial 
services and therefore it did not intend to 
take any action. There was considerable 
support for a number of proposed changes 
to the membership criteria for credit unions 
and the UK Government indicated that it 
would accept and take these forward. 
Response to the question as to whether 
credit unions should be able to provide 
complementary financial services was 
muted. The UK Government accepted that 
the objects and powers of credit unions 
required clarification, and that credit unions 
should be given some flexibility, but did not 
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indicate that it would pursue making 
changes quickly. In July 2008 the UK 
Government launched a further consultation 
Proposals for a Legislative Reform Order for 
Credit Unions and Industrial & Provident 
Societies in Great Britain4. The Legislative 
Reform Order (LRO) LRO was laid before 
Parliament in December 2009 and comes 
into force on 1 July 2010. The Scottish 
Government did not respond formally to 
either of these consultations, and was 
broadly content with the UK Government's 
plans for legislative changes. We consider 
that these will provide a modern framework 
to allow the development of credit unions in 
particular. However, we will make 
representations to the UK Government if we 
consider that further changes to legislation 
are needed. Similarly, we will make 
representations to the FSA if we feel that is 
appropriate. Because legislation and 
regulation are reserved, Scottish 
Government support for credit unions has 
been to provide funding to help them 
develop their businesses, most recently 
through the various funding streams for 
social enterprises, and the specific 
£250,000 Credit Union Fund. 
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Dear Iain, 
 
Re. Energy inquiry update 
 
I am writing to update you on progress made by the Scottish Government against the 
recommendations made by the Enterprise, Energy and Tourism Committee following 
its energy inquiry. Detailed responses to each of the recommendations are included 
in the annex to this letter. 
 
I hope this update is helpful and, as always, please let me know if I can help further. 
 
 
 
 
 
 
 
 

JIM MATHER 
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            Annex A 
EET Committee Energy Inquiry – update to committee Spring 2011 

 
Committee recommendation SG initial response at time of report Updated SG response February 2011 

108. The Committee calls on the Scottish 
Government in the forthcoming budget round 
to consider substantially increasing resources 
for an area-based, targeted energy 
efficiency/conservation programme designed 
to tackle fuel poverty and reduce energy 
demand. Such a programme should have an 
emphasis on technologies suitable for the 
Scottish building stock, for concentrations of 
fuel- poor households in urban areas and for 
our off gas-grid and rural areas. It should also 
involve a programme of home visits to provide 
advice rather than rely on help lines. The size 
of the investment could be in the order of 
£100-170 million per year over the next 
decade to come, with spending targeted on 
the basis of a geographical mapping of fuel 
poverty needs. 

As reaffirmed by the Cabinet Secretary for 
Health and Wellbeing in a statement to the 
Scottish Parliament on 22 November 2008 
the Scottish Government remains committed 
to the target to eliminate fuel poverty so far 
as is reasonably practicable by 
2016.  Record levels of resources have been 
allocated in 2009/10 and the case for 
continued funds to tackle fuel poverty will be 
made in the next Spending Review.   
Scottish Ministers will continue to press the 
Westminster Government to ensure that 
Scotland gets an equitable share of 
resources from reserved fuel poverty and 
energy efficiency programmes such as 
CERT.   
  
Following publication of a comprehensive 
review of fuel poverty policy in Scotland, and 
further to the recommendations of the 
reconvened Fuel Poverty Forum, the 
Scottish Government introduced the Energy 
Assistance Package (EAP) in April 2009.  
EAP is a holistic package offering a range of 
services designed to tackle the causes of 
fuel poverty: low incomes, energy efficiency 
and household spend on fuel.  EAP is 
supported by a £60m budget in 2009/10 with 
resources targeted at those most likely to be 
fuel poor, due either to the characteristics of 
the dwelling occupied or of the household 
itself.  EAP replaces the previous Central 
Heating and Warm Deal Programmes and 
for the first time makes available a menu of 
physical measures for eligible households 
including newer technologies such as air 

The Scottish Government is committed to the target of 
eliminating fuel poverty so far as reasonably practicable 
by 2016.  The overall capital budget for Scottish 
Government was reduced by 24% in 2011/12 
compared to 2010/11.  In these circumstances, budgets 
have been maintained at the maximum level possible. 
We continue to work with Westminster Government to 
ensure Scotland gets an equitable share of UK 
resources. 
 
The Home Insulation Scheme and the Energy 
Assistance Package will be supported by a budget of 
£48m in 2011-12.    
 
Since its introduction in April 2009 to 31 December 
2010, EAP has delivered heating system measures, 
including new heating systems or boiler replacements, 
to 17,176 households. 
 
The Scottish Government’s area-based Home 
Insulation Scheme (HIS) has been supported by £15m 
in 2009-10 and £15m in 2010-11.  This is delivered 
through the Energy Saving Trust and has enabled the 
provision of energy efficiency advice and the offer of 
free or discounted insulation measures to around 
200,000 households each year. Interest free loans are 
also available for more expensive energy efficiency 
measures in these areas. 
 
Up to 2 January, there had been 15,290 installations of 
HIS insulation measures, 29,690 referrals to the 
Scottish Government’s principal fuel poverty 
programme, the Energy Assistance Package, and 
102,376 Home Energy Checks since installations 
started in November 2009.  
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source heat pumps which can be effective 
for hard to treat homes including those in 
rural areas.   Scottish Ministers have asked 
the Fuel Poverty Forum to monitor the EAP 
and the Forum plan to report back in May 
2010 after a full year of operation.  The 
Forum's report will inform any future changes 
to the EAP. 
  
Additionally, the Scottish Government 
announced in the recent budget a new area-
based Home Insulation Scheme (HIS) 
supported by £15m of Government funding, 
with complementary matched funding being 
sought from other sources.  HIS is 
complementary to the EAP and is an 
intensive area-based approach which will 
operate in areas within 10 local authority 
districts in 2009/10.  Local councils have 
been asked to put forward proposals for 
further areas to be covered in 2010-11. 
Areas were selected on the basis of 
assessment criteria agreed with COSLA, 
which included fuel poverty levels, 
emissions, and the potential number of 
dwellings suitable for treatment. Every 
household in the area will be visited and 
offered an energy assessment and 
benefit/tariff check along with free or 
discounted insulation measures, where 
appropriate. 

This will save 170,000 tonnes of CO2 and £32m off 
household fuel bills over the life of the measures. 
 
A separate Universal Home Insulation Scheme was 
supported in 2010-11 with an additional £10m.  This is 
similar to the HIS programme, but offers all measures 
completely free and is delivered by local authorities 
rather than the Energy Saving Trust.  
 
 

The 2011-12 allocation will allow HIS to be extended 
to a further 200,000 houses next year, saving 
200,000 tonnes of CO2 and £37m off household fuel 
bills over the life of the measures. 

 

Our area-based home insulation schemes already 
offer energy efficiency advice and free or 
discounted energy efficiency measures to around 
500,000 households across Scotland in both urban, 
rural and island areas.  Taken together with 
additional HIS areas in 2011-12, these schemes will 
have offered support to 30% of Scotland’s houses. 
 
Given pressure on budgets across Government, the 
budgets for HIS and EAP have been maintained at the 
maximum levels that could be secured. In England, the 
Warm Front budget (equivalent to EAP) has been cut 
by 69% and reduces to zero in 2013-14. There is no 
nationally funded equivalent of HIS in England. 
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109. The Committee welcomes the recent 
announcements by the UK Government in its 
April 2009 budget and calls for a rapid 
acceleration of the proposed roll out of smart 
meters, with significant financial investment in 
an educative element to ensure people and 
businesses adopt and best use these 
technologies. We note, however, that further 
consultation is being planned and we believe 
that this must be completed as soon as 
possible to provide clear guidance on how 
smart meters will be delivered. 

The Scottish Government agrees that smart 
meters have the potential to help consumers 
and businesses more effectively target 
energy efficiency measures.  We have 
responded to the UK Department of Energy 
and Climate Change's recent consultation on 
smart metering encouraging the roll out of 
this technology along with an educative 
programme.  We agree with the general 
approach which DECC is proposing for the 
roll out of smart metering.  The proposed 
functionality for both electricity and gas 
meters is sensible, as is the requirement that 
non-domestic meters have similar minimum 
functionality as that of domestic meters. 
 
We suggested to DECC that we believe that 
coordination of the roll out at a local level 
could be beneficial, particularly in the more 
remote Scottish communities.  There could 
be a role for Energy Saving Scotland advice 
centres to play.  Consideration must also be 
given to fuel poverty, which has far higher 
levels in Scotland than elsewhere in the rest 
of Great Britain.  We would Alexandra Stein 
encourage local coordination and 
behavioural change advice to ensure that 
smart meters do not lead to those in fuel 
poverty choosing not to heat their home 
when they see the accurate energy readings 
from their meter.  We asked that DECC take 
particular note of Energy Action Scotland’s 
more detailed comments in their response to 
the consultation.   

We continue to engage with DECC on this issue and 
have encouraged them to set out a clear timetable 
for the roll out of smart meters. DECC have asked 
officials in Scotland to consider a pilot for regional 
roll out of smart meters as precursor to Green Deal. 
This is currently being explored. 
 
 

110. The Committee considers that fuel 
poverty is a blight on our society, is 
inconsistent with our goal for a socially just 
energy system and calls on Ofgem as the 
energy regulator to take all steps to ensure the 
transparency of social tariffs and require 
energy utilities to deliver on these and address 

The Scottish Government supports this view 
and Ministers continue to make 
representations to the UK Government on 
these matters. We welcome the work DECC 
now has in hand to ensure the UK energy 
regulatory framework more effectively 
tackles anti-competitive practices in 

The Scottish Government continues to press the UK 
Government and Energy companies to address the 
issues raised by the Committee.  
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problems with pre-payment meters. The 
Committee calls on Ofgem to take strong 
financial sanctions where abuses are found. 

electricity generation and better protect the 
interests of consumers right across the UK. 
The Scottish Government is committed to 
supporting that work and to playing a full role 
as it goes forward. 

111. The Committee considers that the 
Scottish Government must also take 
substantive steps, with immediate effect, to 
achieve the sea change required to meet its 
statutory target of eliminating fuel poverty by 
2016. Many of the recommendations we make 
in this action plan are designed to address this 
goal. 

The implementation of the Energy 
Assistance Package and the Home 
Insulation Scheme is a sea-change in our 
approach to tackling fuel poverty in Scotland. 

See update position for action 108. 
The Scottish Government are committed to tackling 
fuel poverty and are maximising the investment 
made. 
 
 

112. The Scottish Government must seek to 
work as a matter of urgency with the UK 
Government to tackle the shortcomings of the 
CERT scheme in Scotland which, as 
designed, does not best meet the challenges 
of Scottish building stock and the particular 
needs of off-grid and remote households. This 
might include a separate Scottish co-
ordinating or delivery unit, with (executively) 
devolved responsibilities. 

We have argued in Securing Our Share: A 
CERT Strategy for Scotland3, for Scotland to 
have its own coordinating body(s) post 2012 
(for CERT types schemes) and future CERT 
programmes to be ring fenced at a pro-rata 
level for Scotland so that the Scottish 
Government can use the mechanisms that it 
has put in place (Energy Saving Scotland 
advice network) to deliver the EAP and 
Home Insulation Scheme to be utilised to co-
ordinate future scheme activity. 

Scottish Government officials are continuing to work 
with UK Government officials to highlight the Scottish 
issues relating to CERT, the proposals for CERT 
extension and the successor scheme.  Ministers are 
also engaging on this issue.  We are keen to engage 
and influence the development of the UK Energy Bill, 
particularly in relation to Supplier Obligation Schemes 
and making the links to ensure this can be facilitated.  
We have a member of the Scottish Government 
working in DECC to ensure that the new Energy 
Company Obligation is designed in a manner that 
recognises Scottish circumstances.  We have worked 
closely with DECC on the UK Energy Bill to ensure 
Scotland’s issues are recognised.    

113. The Committee reaffirms its call on the 
Scottish Government for a rapid publication of 
its detailed energy efficiency action plan. 
Delay beyond 2009 is not acceptable. 

We will issue a draft Energy Efficiency Action 
Plan for consultation in the early autumn 
[2009].  This will cover all sectors and reflect 
the current policy landscape.  The 
consultation will recognise where gaps exist 
and invite stakeholders to feed into the 
development of future energy efficiency 
policy. 

The Energy Efficiency Action Plan was published on 
8 October 2010. 
 
 

114. The Committee believes that there is a 
need to take a more holistic approach to 
industrial and commercial energy usage and 

The SG Energy Saving Scotland - small 
business loans scheme provides loans from 
£1,000 to £100,000 at 0% fixed interest to 

We agree that early action is essential to make non-
domestic buildings more energy efficient.   
 

                                            
3 http://www.scotland.gov.uk/Resource/Doc/275407/0082595.pdf 



 

 46 

provide greater support and incentives to this 
sector to improve its energy efficiency. Indeed, 
the Committee is of the view that the efficient 
use of energy in this sector will be vital to 
minimise the effect of any future increases in 
energy costs on production and services in the 
Scottish economy. The Committee therefore 
calls on the Scottish Government to consider, 
in the next budget round, how measures such 
as Loan Action Scotland and the Renewables 
Obligation Certificates can better support the 
industrial and commercial sector to improve its 
energy efficiency. 

help businesses install measures that reduce 
energy consumption or to install renewable 
energy technologies.  The scheme is aimed 
at Scottish businesses that fall within the EC 
definition of Small and Medium sized 
Enterprise (SME), private sector landlords, 
not-for-profit organisations and charities. A 
range of measures that reduce energy 
consumption and/or renewable energy 
technology installations would be considered 
eligible. 
 
The Scottish Government funds the Carbon 
Trust to provide energy efficiency advice to 
the business sector. The Carbon Trust works 
with larger businesses in the industrial and 
commercial sector and public authorities 
across Scotland. 
 
The Scottish Government closely monitors 
the schemes both (run by the Energy Saving 
Trust and Carbon Trust) and is always 
interested to hear how the scheme can be 
improved.  We note that the Scottish 
Government's forthcoming consultation on its 
Energy Efficiency Action Plan will provide a 
mechanism to further examine how our loans 
schemes can be improved upon. 

Our Energy Efficiency Action Plan outlines how we 
intend to join up our approach to business across the 
public sector, how we intend to improve the 
effectiveness of information and advice to businesses, 
and how we will improve the efficiency of both building 
fabric and building use through minimum building 
standards and regulation.   
 
 

115. The Committee is concerned that the 
results of Audit Scotland’s recent work has 
uncovered a lack of a public sector lead in 
championing energy efficiency, a paucity of 
quality consumption data and too few energy 
managers/champions in senior, decision-
making positions. This is a matter that requires 
immediate action from the Permanent 
Secretary in the Scottish Government and the 
chief executives of non-departmental public 
bodies, agencies and local government etc. 
The Committee requests a report from the 
Permanent Secretary within 2009 on what 

The Scottish Government recognises that 
the public sector must lead by example 
through its own energy performance and this 
will be addressed through the Energy 
Efficiency Action Plan.  We are already 
engaging with key stakeholders such as 
CoSLA and Carbon Trust to ensure that 
energy efficiency invest-to-save principles 
are taken on board by public bodies.  
Recognising the lack of consistent, quality 
energy consumption data in the sector, the 
Permanent Secretary's Leading by Example 
group has agreed that a pilot roll out should 

The Scottish Government will take forward a range 
or policies and programmes aimed at reducing 
Scotland’s energy consumption through our Energy 
Efficiency Action Plan.  This will include actions 
specifically aimed at the public sector.   
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steps will be taken. be carried out of eMART, a monitoring and 
reporting tool successfully used by the NHS 
in Scotland over a number of years. 
 
The forthcoming consultation on the draft 
Energy Efficiency Action Plan seeks further 
input from stakeholders on what SG can do 
to improve the energy efficiency of the public 
sector. 

116. The Committee welcomes the progress 
that has been made in tackling the poor 
energy efficiency standards in buildings and 
notes the provisions in the Climate Change 
(Scotland) Bill, many of which have been 
improved through amendments made by this 
Committee and others. However, the 
Committee believes that tougher mandatory 
standards for building energy use are required 
and that these should be revisited regularly 
and progressively increased. It is also critical 
that adherence to these standards is 
monitored and enforced. The Committee 
considers that a greater use of energy service 
companies (ESCOs) should be explored as a 
means of promoting energy efficiency in both 
public and private buildings. The Committee 
believes that the Scottish Government should 
complete a study on this matter before the 
summer of 2010. 

Provisions to improve energy efficiency of 
existing building stock are identified within 
the forthcoming Energy Efficiency Action 
Plan. 
 
Improved energy standards for new buildings 
are proposed through building regulations for 
October 2010, with a 30% reduction in CO2 
emissions compared to current standards. 
Further reviews planned for 2013 and 2016. 
A consultation on compliance with building 
standards is also underway, to assist in 
identifying measures that could strengthen 
existing mechanisms and responsibilities 
within the building standards system. 
 
The Scottish Government intends to publish 
an on-line tool, the ‘Heat Supply Options 
Assessment Model’ and supporting 
information to allows developers to compare 
the whole life costs of district heating / CHP 
systems against individual installations of low 
carbon equipment. This will assist 
developers and ESCOs to decide whether to 
commission a full assessment, including a 
business model. The issue of what role 
ESCOs will play in the market going forward 
will be canvassed and developed through the 
forthcoming Energy Efficiency Action Plan. 
 

The contribution that is being made and progressed 
through building standards are outlined in the Energy 
Efficiency Action Plan published on 8 October 2010. 
 
An update on progress on the ‘Sullivan Report’ was 
published on the Scottish Government website at the 
beginning of February 2011. 
 
Improved energy standards for new buildings through 
building regulations have been in force for 4 months, 
requiring a 30% reduction in CO2 emissions when 
compared to the 2007 building regulations. Research 
has been commissioned to support the review of 
energy standards for 2013 and a working group will be 
formed in the summer to assist with development of the 
standards. The appointment process for verifiers for 
May 2011 has been used as an opportunity to build on 
measures to support compliance.  Random sample 
airtightness testing will be introduced for new buildings 
from May 2011.  
 
Over 40 copies of the ‘Heat Supply Options 
Assessment Model’ CD-roms have been requested and 
distributed. 
 
In 2010 the Scottish Government Building Standards 
Division established a working group to explore the 
options for the existing non-domestic building stock in 
order to develop regulations for Section 63 of the 
Climate Change (Scotland) Act.  The working group 
met three times in 2010.  Scottish Ministers will publish 
a report setting out their approach to the use of powers 
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under s. 63 and 64 of the Climate Change (Scotland) 
Act relating to the energy efficiency of both existing 
non-domestic buildings and dwellings by the end of 
March 2011. 

117. The Committee believes that a more 
streamlined approach to promoting energy 
efficiency would benefit individuals and 
businesses. It calls for the Scottish 
Government to examine the roles of all of the 
bodies active in the field with a view to 
determining whether they could either be 
merged or, in the shorter-term, encouraged to 
work more closely together 

We are committed to tackling energy 
efficiency and we will publish more detailed 
plans in the forthcoming Energy Efficiency 
Action Plan. The Scottish Government 
already encourages the Carbon Trust and 
the Energy Saving Trust to work closely 
together where appropriate.  Areas of 
overlap are, however, quite limited with the 
Carbon Trust servicing large and energy-
intensive businesses and the public sector, 
while the Energy Saving Trust focus their 
work on the domestic sector and SMEs.   
 
The SG is represented on the boards of both 
the Carbon Trust and Energy Saving Trust 
and is seeking to ensure that they both 
understand and respond to SG policy. 
Ultimately we would like to work towards a 
single Scottish model for delivering energy 
efficiency programmes in Scotland. 

We fund two main organisations to deliver energy 
efficiency information and advice.  The Energy Saving 
Trust engages with householders and smaller 
businesses, including through its Energy Saving 
Scotland advice centres (ESSacs).  The Carbon Trust 
provides technical energy efficiency advice to larger 
SMEs and energy intensive businesses, primarily 
through direct on-site consultancy advice.  We have 
discussed the issue of any overlap (where businesses 
have an energy spend of £30k-£50), and the two 
organisations have agreed to work closely in this area.  
We also are working towards joining up our approach to 
the provision of energy and resource efficiency advice 
via those organisations that may provide energy 
efficiency advice to business within their wider business 
advice service, as outlined in both our Energy 
Efficiency Action Plan and the Low Carbon Economic 
Strategy, to establish a single energy and resource 
efficiency information advice and support service for 
Scottish businesses. This work is proceeding with the 
relevant partners (CT, EST, Zero Waste Scotland, 
Scottish Enterprise, Highlands and Islands Enterprise, 
SEPA and Business Gateway), with a view to having an 
agreed proposal in April 2010. 

118. The Committee believes that it is critical 
that the Scottish Government accelerates the 
process to provide consent for strategic 
infrastructure developments in Scotland’s 
electricity system. Central to this is a positive 
decision to provide a go-ahead for the Beauly-
Denny line within the next few months and 
other associated schemes such as Beauly-
Dounreay etc. Such a decision must not be 
associated with unrealistic planning conditions 
that would have the effect of causing 
unnecessary delays or placing this critical 
component of Scotland’s network in jeopardy. 

The Scottish Government notes the 
Committees call on the Beauly-Denny line 
and associated infrastructure.  The final 
decision on the proposal will be made 
expeditiously by Scottish Ministers.  Scottish 
Ministers will only make a decision on the 
application once they have considered 
thoroughly, and carefully, all material 
considerations including the Public Local 
Inquiry report.  In view of the Scottish 
Ministers role in determining the application, 
it would be inappropriate for Ministers, or 
officials, to comment specifically on the 

The Scottish Government is liaising on the delivery 
of national developments and other key elements of 
the National Planning Framework (NPF) strategy 
with the lead partners identified in the NPF2 Action 
Programme. In addition to electricity grid 
reinforcements, actions relate to a sub-sea 
transmission supergrid, capacity constraints in Argyll 
and decentralised energy and heat networks.  The 
Action Programme is published on line at 
http://www.scotland.gov.uk/Topics/Built-
Environment/planning/National-Planning-
Policy/npf/action-plan.   The Scottish Government 
has also started work on the monitoring report for 
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The Committee believes that the prize of 
unlocking the renewable energy resources in 
the north of Scotland is one that must be 
realised. The Committee welcomes the more 
strategic approach to developing grid 
infrastructure that was evident in National 
Planning Framework 2, but calls on the 
Scottish Government to further develop this 
and produce an associated delivery plan in the 
year ahead. 

proposal, or the report while it is currently 
under consideration. 
 
The Scottish Government also notes the 
Committee’s call for the Scottish 
Government to further develop a delivery 
plan for grid.  The Scottish Government is 
already working on a number of fronts to 
deliver grid development and reinforcement 
that is fit for purpose and will connect, 
transmit and export Scotland’s energy 
potential. This includes working closely with 
DECC, Ofgem and the main Scottish 
generators  in the UK Electricity Networks 
Strategy Group  (ENSG), to design the future 
grid reinforcement required to meet the 2020 
target on renewables. 
 
The ENSG report, published in March this 
year, focused on options for reinforcing 
onshore Grid across the UK. It identified a 
range of grid reinforcement and upgrades 
across the UK to transport and export 
different scenarios of potential renewable 
energy transmission from Scotland (to 
transmit either 6 .6 GW , 8GW  or 11.4GW), 
including significant onshore reinforcement 
across Scotland and developing sub sea 
cable links between the Scottish mainland 
and the Islands and links to the UK. 
 
We welcome this work and have played a 
key role. Consequently, the work of the 
ENSG is wholly consistent with our plans for 
grid development set out in NPF2, in that it 
identifies a number of strategic grid 
reinforcements essential to providing the 
transmission capacity to allow Scotland to 
realise its renewable energy potential, 
maintain our long term security of energy 
supply and support sustainable economic 

NPF2, which will reflect progress made in relation to 
electricity grid reinforcements, consents granted and 
more generally consider key drivers of change and 
emerging issues. 
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growth. 
 
We are already engaging with Ofgem, 
National Grid and UK Government delivering 
the Vision 2020 plan for Scotland and the 
Industry as they prioritise and cost the ENSG 
reinforcement projects. 
 

119. In our view, the existing grid infrastructure 
within Scotland and from Scotland to England 
is the first priority. We are supportive of 
strategic developments that can allow 
Scotland to export energy in directions other 
than just south of the border. The Committee 
is cognisant of the various proposals being 
considered for developing offshore grids, 
notably the sub-sea cables from the islands to 
the mainland, down the West and East coasts 
and the North sea supergrid. 

We welcome Committee’s support for our 
ongoing work to develop Scotland’s grid 
connections to the rest of the UK and 
beyond.   
 
Developing an onshore and offshore Grid is 
a priority to allow Scotland to develop and 
deliver its offshore renewable energy 
potential. It will be the key building block that 
will export Scotland’s renewable energy to 
national electricity grids in the UK and 
Europe.  
 
As highlighted in the response to 118 above, 
the Scottish Government working on a 
number of fronts to deliver the grid 
connections that will connect, transmit and 
export Scotland’s energy potential.  
 
We are working closely with DECC, Ofgem 
and the main Scottish generators  in the UK 
Electricity Networks Strategy Group  
(ENSG), to design the future grid 
reinforcement required to meet the 2020 
target on renewables.  
 
We are also working in partnership with the 
Governments of Ireland and Northern Ireland 
on the Irish Scottish Links on Energy Study 
(ISLES) – a major EU funded feasibility study 
on the delivery of offshore grid in the Irish 
Sea to deliver the renewable potential off the 
West Coasts of Scotland and Ireland and the 

Developing offshore interconnected grid work requires 
a collaborative approach to  strengthening national 
grids while developing interconnections between 
countries, regions and members states into a strategic, 
co-ordinated and connected grid network – and 
developing off-shore grid in the North Seas in modular 
form to deliver an interconnected North Seas grid. It 
also needs significant and sustained effort to work with 
other parts of the GB networks  and EU countries and 
regions to standardise electricity transmission and 
energy regulation. The Scottish Government is working 
closely with UK and EU partners on this.  
 
Scotland already has offshore sub sea connections to 
Northern Ireland and some of the Scottish Islands. The 
period 2010-2018 will see significant activity to 
reinforce and develop  these onshore and offshore 
connections aimed addressing some of the grid 
constraints within the GB system (and between 
Scotland and England in particular) and at connecting 
both our onshore and offshore renewable generators. 
Publication of the Electricity Networks Steering Group 
Vision 2020 report in March 2009 was a major step 
forward in designing the electricity transmission 
network that will help Scotland and the UK to meet the 
EU target of 15% of UK energy from renewable sources 
by 2020.  
 
For sub-sea grid it identifies a need for two sub sea 
cables linking Scotland to centres of energy demand  in 
the Southern part of the UK. It will see two sub sea 
cables off the east and west coasts of Scotland 
connected to centres of demand in England.  
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associated community and environmental 
benefits and economic and supply chain 
opportunities for each partner country. The 
Scottish Government is also playing a key 
role in the Energy and Wave Workstreams of 
the British Irish Council. 
 
Developing a North Sea grid has been 
identified as an EU Strategic Priority 
infrastructure project and we are working at 
both UK and EU level to ensure Scotland 
plays a role – and as recognised in our 
membership of the EU group on North Sea 
grid. 
 
The Committee will also be aware that 
Ofgem have now asked DECC to use their 
powers under the UK Energy Act to take 
direct responsibility from Ofgem for 
establishing a new grid access regime. This 
work will be vital for developing appropriate 
and equitable grid network development and 
transmission access reform.  We are looking 
to work closely with DECC in this 
fundamental review of transmission access 
and charging with a particular interest in 
connecting renewable generation from 
Scotland. Our overall aim is to deliver a new 
approach to transmission access and 
charging that meets the new strategic reality, 
where climate change, energy efficiency and 
renewables targets and security of supply 
are as important as the delivery of economic 
and appropriate grid reinforcement. 

 
• a West Coast 1.8GW HVDC link between 
Hunterson and Deeside – attracting investment of 
around £760M  - and planning for this is already 
underway, with consultation on possible sea route and 
landing points issued in June 2010. The target for 
commissioning the link is 2012/13:  
• an East Coast 1.8 GW HVDC link between 
Peterhead and Hanwthrone Pit in Humber side – 
attracting investment in the region of £700M – the 
target for commissioning this link is 2018.  
 
It also includes sub-sea High Voltage Direct Current 
(HVDC) links the Scottish mainland and the Shetland 
Islands, Orkney and the Western Isles and also in 
Argyll and Bute region.  
 
A sub sea cable connecting Caithness to the Moray 
coast is planned, which will act as a hub for offshore 
wind projects in the Moray Firth.  Further grid 
connections will be necessary to the other Round 3 
offshore wind farms currently in development.  In 
addition, interconnectors will be needed to allow 
renewable energy to be transmitted from the Western 
and Northern Isles to the mainland.   
 
The Scottish Government is also working In partnership 
with the Governments of Ireland and Northern Ireland – 
with EU Interreg funding on a full feasibility study into 
development of an offshore transmission grid to exploit 
offshore energy off our west coasts. This Irish Scottish 
Links in Energy Study project will become a key 
building block in delivering sub-sea grid in the Irish Sea 
– and will report by the end of 2011. This is identifying 
significant challenges and opportunities in offshore 
interconnected grid - around interconnection, 
standardisation of regulatory and legal frameworks and 
renewable energy and infrastructure support 
mechanisms.  
 
In addition, in December 2010, 10 countries around the 



 

 52 

Northern European Seas agreed a memorandum of 
understanding on delivering an interconnected North 
Seas. This joint declaration will increase cooperation 
between Members States in the development of 
offshore grid connections. DECC is taking forward this 
work and the Scottish Government is working closely 
with DECC.    
 
The Scottish Government has supported studies on the 
technical, economic, social and financial feasibility of 
the development of an offshore transmission network or 
grid to encourage electricity generation from renewable 
resources in both the North Sea and the Irish Seas. In 
January 2010 we welcomed the announcement by 
Scottish and Southern Energy and a consortium of 
Norwegian and Swedish renewable energy 
developments to further assess options for a sub-sea 
cable between Scotland and Norway. The Scottish 
European Green Energy Centre in Aberdeen will play a 
key role in supporting the route survey stage of this 
important and iconic project. 

120. Building on any work already undertaken, 
the Committee calls for an audit of the other 
infrastructure, particularly harbour facilities that 
will be required to deliver wave and tidal 
energy and offshore wind energy in the future 
and for an associated delivery plan to be 
produced by summer 2010 

Building on any work already undertaken, the 
Committee calls for an audit of the other 
infrastructure particularly harbour facilities 
that will be required to deliver wave and tidal 
energy and offshore wind energy in the 
future and for an associated delivery plan to 
be produced by summer 2010.  The Scottish 
Government's RAP addresses this issue.  
Amongst other actions, Scottish Enterprise 
and HIE have been tasked with developing a 
clear spatial framework for port and port-side 
land and landward infrastructure that can 
support the manufacturing, construction, and 
operation and maintenance of offshore wind 
devices and wave and tidal machines.  They 
will report back on the key infrastructure 
projects identified to the Energy Advisory 
Board in October identifying potential 
additional public sector investment.  An 
investment plan making these "National 

Stage 2 of the National Renewables Infrastructure 
Plan (NRIP) was published in July 2010, setting out 
a cluster approach in terms of regional groups that 
can have complementary roles.  3 broad geographic 
clusters have been identified – Forth/Tay, Moray 
Firth and West Coast with a subsea and 
maintenance cluster identified in 
Aberdeen/Peterhead.  The Plan highlights that 
investment of £223 million could support the 
manufacturing of 750 complete offshore wind units 
per year, creating 5,180 manufacturing jobs and an 
annual economic impact of £295 million per year. 
 
The National Renewables Infrastructure Fund (NRIF) 
was announced in November 2010.  This new £70 
million fund has been established to support the 
development of port and near-port manufacturing 
locations for offshore wind turbines and related 
developments including test and demonstration 
activity, with the overall aim of stimulating an 



 

 53 

Renewables Infrastructure Projects" ready 
for action and private sector investment; 
particularly around the key projects needed 
to create the platform for growth will be 
prepared and this will identify additional 
funding needed.  The Scottish Government 
will ensure that the Committee is kept 
informed of developments with regard to this 
review.  As part of this work Jim Mather will 
also visit the leading Bremerhaven port in 
Germany to see their renewable facilities first 
hand. 

offshore wind supply chain in Scotland.   
 
The fund will be operational between now and 2015.  
All applications will be judged on their merits on an 
ongoing basis.  The fund is expected to leverage 
significant private investment that will play a key role 
in making these locations ready for use. 
 

121. The Committee is disturbed at the 
evidence received in relation to the current 
and planned charging and access regimes to 
the transmission networks. It is particularly 
concerned that this is already undermining the 
viability of renewable energy developments in 
Scotland and could act as a major inhibitor to 
growth in this sector. The Committee supports 
the calls from the Scottish Government and 
the various energy utilities in Scotland for 
Ofgem and others to substantially rethink their 
planned charges. 

We are delighted that the Committee 
recognises the strength of Scottish 
Government’s argument. We welcome the 
findings of Ofgem’s Transmission Access 
Review and its recognition of the need for a 
holistic model for the allocation and pricing of 
transmission access rights, finding ways to 
maximise access to existing capacity, and 
prioritising projects with consents and 
financing in place. We urge National Grid to 
move quickly on the Transmission Access 
Review proposals. Overall, we recognise that 
Ofgem and National Grid are aware of the 
scale of the issues, and are coming forward 
with activity to try to address them. But 
progress is slow and we need to continue to 
press for real outcomes. The Scottish 
Government believes that proposals set out 
in CAP 167 will act as a disincentive to 
developers wishing to build new renewable 
energy generation and we would encourage 
Ofgem and National Grid to access 
alternative arrangements (such as 
derogation of generation), to allow smaller 
generators to be connected. 
DECC are taking direct responsibility from 
Ofgem for establishing a new grid access 
regime. 

Scotland has some of the best energy resources in 
Europe, yet the locational charging approach to 
electricity generators results in Scotland facing the 
highest charges in the UK. It is barrier to renewable 
energy generation in Scotland. It is not fit for purpose to 
deliver a more sustainable, low carbon energy mix, 
ensure security of energy supply and meet Scottish, UK 
and EU renewable energy targets.  Scottish 
Ministers, the EET Committee and the Scottish 
Parliament, the electricity sector and business and 
trades union leaders in Scotland have argued the case 
for change. We welcome this unanimity of position with 
the Committee.  
 
Scottish Ministers welcomed the launch of an 
independent review of transmission charging by Ofgem 
in September 2010. It is vital that this review delivers 
lasting and fundamental change for a more equitable 
regime for access and charging for use of the grid.  
 
Following extensive consultation and further work led 
by Scottish Ministers, the Scottish Government 
published a further set of options for changes to 
locational charging. These views have been published 
as part of Project Transmit.  
http://www.ofgem.gov.uk/Pages/MoreInformation.aspx?
docid=4&refer=Networks/Trans/PT/WF 
 
In total, 60 responses have been submitted in response 
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to the call for evidence by Ofgem. The Scottish 
Government agrees with the response of the 
Committee to TransmiT. There has been a strong 
response from Scotland . 21 responses (35%) are from 
Scottish based companies, individuals and groups, and 
a further 12 (20%) have facilities or interests in 
Scotland. The responses show significant support for a 
move away from the current locational approach.   
 
Scottish Ministers are in ongoing discussions with UK 
Ministers and OFGEM on Project Transmit on options 
for change that would reduce the scale of the charges 
Scottish generators face. We welcome the ongoing 
support and involvement of the Committee on this 
important issue.  

122. The Committee is seriously worried that 
public bodies are continually failing to address 
the problems in the planning system. The 
Committee calls on the Scottish Government 
to work with local government to identify and if 
necessary provide additional funds in the next 
budget round that will substantially increase 
the numbers of planning officers specialised in 
renewable and other energy technology 
applications and the skills base of these 
officers. 

The Scottish Government's Renewables 
Action Plan addresses issues in the planning 
system directly.  A key objective is to 
develop closer working with planning 
authorities and other statutory consultees 
and stakeholders, facilitating better sharing 
of information and experience.  The Energy 
Consents and Deployment team within 
Scottish Government have undergone a 
transformation with staff numbers doubling 
and the development of specific areas of 
expertise.  Decisions are also made in 
dramatically reduced timeframes as 
recognised by the BWEA in their State of the 
Industry report in October 2008.  “In 2007 the 
incoming Scottish Government promised to 
improve the system in order to maintain 
investor confidence in what is effectively the 
renewable powerhouse of the UK. These 
promises were kept, with a flurry of decisions 
coming after Government took office and a 
further voluntary pledge to make decisions 
on Section 36 projects within nine months of 
submission. No less than a dozen projects 
have been determined since the new 
Government was formed, sending positive 

The Scottish Government is working closely with 
planning authorities and key agencies to ensure that 
planning modernisation is implemented effectively. 
 
It is working with local authorities and other 
stakeholders to develop a new performance 
assessment framework which will give a rounded 
and measurable view of the planning service as a 
whole, as a means to drive a culture of continuous 
improvement in the service.  Related to this, the 
Government is also working with stakeholders to 
produce a new structure to calculate planning 
application fees, alongside consideration of how to 
make the most effective use of planning budgets, in 
a way that can deliver an efficient service that is 
properly resourced. 
 
The Scottish Government will shortly publish on-line 
its revised planning advice on renewables, providing 
up-to-date guidance and step-by-step advice on a 
range of existing and new technologies.  Further 
advice, for example on microgeneration and on 
community benefit, will be provided during 2011 and 
the advice as a whole will be kept under periodic 
review. The aim and structure of the advice is to 
provide planning officers with the information they 
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signals about Scotland’s determination to 
reach not only 2010 renewable energy 
targets, but to remain open for business to 
help meet the more challenging 2020 
targets”. 
 
We encourage pre-scoping dialogue 
between developers, statutory consultees 
and other stakeholders including planning 
authorities.  Participants in these pre-
applications groups have found them hugely 
beneficial.  The Scottish Government has 
noted the conflicting evidence provided to 
the Committee on the need for extra 
planners.  Specific training provision for 
professional planners is principally a matter 
for the individuals and their employers.  
Since 2006, the Scottish Government has 
been supporting an increase in the 
availability of training opportunities for 
planning authority staff and elected members 
through the Planning Development 
Programme.  To date there has not been any 
training provided which directly relates to 
renewable energy, however this source of 
funding continues to be available to 
authorities requiring training for their staff 
and elected members.  We do plan to 
facilitate cross-working and understanding 
among decision makers through a series of 
workshops with planning authorities and key 
stakeholders that will increase officers’ 
knowledge and understanding. 

need on renewable technologies in a readily 
accessible format.  
 
The Scottish Government has also reviewed the first 
12 months of the new system of planning 
applications, appeals and local reviews and will 
publish conclusions and next steps in the near 
future. 
 
Since 2006 the Scottish Government has provided 
£2.6 million to the Improvement Service (IS) to 
deliver the Planning Development Programme 
(PDP).  The PDP has provided training and 
development opportunities to local authority planning 
officers and members on implementing the 
modernisation agenda of the Planning etc. 
(Scotland) Act 2006.  A wide range of workshop 
sessions is available, including two that cover 
renewable energy: Energy Efficiency and Low and 
Zero Carbon Development considers how planning 
policy and applications can reduce energy demands 
and influence energy supply; Sustainable Buildings 
and Places considers how energy efficiency and 
renewable energy interlinks with other aspects of 
development.  The current grant period for the PDP 
finished at the end of March 2011.  Discussions are 
currently underway with the IS and COSLA on the 
future of the programme. 
 
 

123. The Committee calls for the 
establishment of a ‘pooling’ arrangement to 
share expertise across those organisations 
with a decision-making or regulatory role in the 
consent process. 

As discussed above the Scottish 
Government already facilitates pre-
application groups for large scale 
developments that bring together regulators, 
local planning authorities and developers to 
work on ensuring applications are strong.  
These provide a perfect opportunity to share 
expertise as the Committee suggests and we 

Scoping meetings undertaken prior to Formal 
Application. 
The Scottish Government Energy Consents Unit have 
now implemented this integrated approach whereby all 
statutory consultees come together to discuss complex 
or large scale applications. This process has proven to 
be very useful and often includes a joint site visit in the 
early design stage of the project. Local Planning 
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are working with industry and other 
stakeholders to establish this as best 
practice where possible.  The workshops 
also discussed above provide another ideal 
opportunity to share expertise and agree an 
approach in specific sectors.  

Authorities have welcomed this approach and both 
Scottish Natural Heritage (SNH) and Scottish 
Environmental Protection Agency (SEPA) are very 
receptive to this proactive engagement strategy.  
The introduction of focussed and specific gate-checking 
meetings has likewise been warmly received by 
planning authorities and other consultees. This exercise 
is carried out following receipt of an applicant’s 
Environmental Statement and allows the parties 
involved to test understanding and clarify issues directly 
with the developer. This has proven to be particularly 
useful when dealing with complex, large scale 
applications. This technique was applied in several high 
profile applications including Hunterston and the recent 
Biomass Applications from Forth Energy. 

124. The Committee calls on the Scottish 
Government to consider how community 
benefits from onshore and offshore renewable 
energy developments can be further 
promoted, drawing on the examples of 
favourable financial and regulatory regimes 
that exist within the oil and gas funds in 
Orkney and Shetland and in other countries. 
The Committee suggests that the Scottish 
Government produces a report along with 
Scottish Renewables, local groups and others 
on this matter by the end of 2009. 

The Scottish Government is committed to 
ensuring community benefit from Renewable 
Energy projects.   
 
Action we have taken to promote this 
includes: 

• Published a Community Renewable 
Energy Benefit toolkit to encourage 
and help communities considering 
how they can lead from their own 
renewable energy projects. It 
contains information, advice, details 
of best practice, case studies, 
possible funding sources and where 
to go next to get help.  It also 
highlights opportunities for 
communities to engage with 
commercial developments and 
maximise benefits, and links to the 
UK Community Benefit Toolkit 
produced by DECC working 
alongside the Scottish Government 
which considers this in some depth.  
Both reports can be found at: 

SG Community Renewable Energy Toolkit: 

The Scottish Government updated the Community 
Renewable Energy Toolkit in December 2010. 
 
Further to Mr Lochhead’s announcement, 
proposals for a Community And Renewable Energy 
Scheme (CARES) loan fund for pre-planning costs 
are now included in the Scottish Budget Bill and 
Ministers are considering whether access can be 
given to land managers. 
 
The SG has published “Securing the Benefits of 
Scotland's Next Energy Revolution” November 
2010, consultation looking at: 
o Reform of Crown Estate to bring benefits of 

revenue from renewables to Scotland  
o Setting up Future Generations Fund  
o Register of community benefits from 

commercial renewables developments  
o Anything more to be done via planning  
o How can we lead by example in community 

benefit from renewables on public estate 
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http://www.scotland.gov.uk/Publications/200
9/03/20155542 
UK Community Benefit Toolkit 
 

• Provide advice and financial support 
- £8M this financial year and £7.5M 
for 2010/11 - through the 
Communities and Renewable 
Energy Scheme (CARES), building 
on the previous support under the 
Scottish Community and 
Householder Renewables Initiative 
(SCHRI).  Extensive consultation 
was conducted to inform the 
redesign of the scheme.  The focus 
is now on developing community 
owned projects which ensure 
maximum benefit for communities.  
The scheme is managed for Scottish 
Government by an independent 
charity, Community Energy Scotland 
and now provides capital grants up 
to £150k - the previous maximum 
amount available was £100k.  It also 
continues to provide dedicated 
support from a team of development 
officers across the country, 
developing projects from the initial 
inquiry stage to post installation. 
Fuller details are available at: 
http://www.communityenergyscotlan
d.org.uk/cares.asp. Other relevant 
sources of Scottish Government 
funding include the Scottish Rural 
Development Programme (£1.6B 
from 2007-2013) and the Climate 
Challenge Fund (£27.4M over 3 
years 2008-11). 

 
• Our Renewables Action Plan 
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contains a framework for action for 
community renewables. The Scottish 
Government is establishing an 
implementation group to oversee 
and coordinate delivery of these 
actions.  Fuller details available at 
http://www.scotland.gov.uk/Publicati
ons/2009/07/06095830/0 

 
We will ensure the Committee are kept 
informed of all developments. 

125. The Committee considers that Scottish 
Planning Policy 6 has been an important tool 
for planning authorities and calls on the 
Scottish Government to ensure that any 
standardisation/simplification of the planning 
policy into a more unified framework does not 
dilute the full force of Scottish Planning Policy 
6 in delivering the renewable energy targets 
and supporting the renewable energy industry 
in Scotland. 

The current series of nineteen Scottish 
Planning Policies and National Planning 
Policy Guidelines is being consolidated into a 
single, shorter document as part of the 
Government's commitment to practical and 
proportionate planning policies.  The 
consolidation is not a review of national 
planning policy, but a new style of presenting 
national planning policy is being adopted 
which is clearer and more concise.  The 
advice, contextual information and 
duplication in the existing documents have 
been removed. 
   
The draft consolidated SPP was published 
for consultation on 1 April 2009.  The 
consultation period closed on 24 June 2009.  
The committee's comments will be taken into 
account alongside the consultation 
responses when the SPP is finalised.  The 
Scottish Government remains committed to 
existing national planning policy for 
renewable energy, and the policy will 
continue to be supported by a Planning 
Advice Note, which will be updated later this 
year. 

A consolidated Scottish Planning Policy was 
published during 2010 bringing together all the 
separate sectoral planning policies, including the 
policies on renewable energy in SPP 6.  The 
Scottish Government and Scottish Natural Heritage 
are currently assessing the scale and coverage of 
spatial frameworks for wind farms in development 
plans across Scotland.  A section of the revised 
planning advice on renewable energy technologies is 
devoted to spatial frameworks and fully reflects the 
Scottish Government’s target of securing 80% of 
electricity demand from renewable sources of 
energy. 
The Scottish Government is working closely with 
planning authorities to ensure that full consideration 
is given to the various Renewables Action Plans, 
renewable energy electricity and heat targets, NPF2 
and SPP planning policy on renewables, emerging 
planning advice and best practice on renewables, 
within emerging Main Issues Reports, strategic 
development plans, local development plans and 
supplementary guidance. 

126. The Committee welcomes the agreement 
as part of the recently passed Climate Change 

Section 51A, domestic microgeneration, will 
come in to force on the day after the Bill 

An Order providing for permitted development rights for 
domestic microwind turbines and air source heat 
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(Scotland) Bill in relation to the extension of 
general permitted development rights for air-
source heat pumps and for micro wind. This 
has been an issue recently called for by the 
Committee. The Committee calls for this 
provision to come into force as soon as 
possible.  

receives Royal Assent.  This is specified in 
section 67(3A). 
 
The Bill contains no equivalent requirement 
in respect of Section 51B, non-domestic 
microgeneration.  The Scottish Government 
intends to bring this section in to force during 
2010 in a manner which dovetails with 
ongoing work on changes to the remainder 
of permitted development rights as part of 
the implementation of the Planning etc. 
(Scotland) Act 2006. 

pumps was laid in February 2010.  Following a further 
consultation, it was decided that these rights could not 
been extended further.  A letter explaining that it had 
not been possible to identify a threshold (taking account 
of variations in background noise) allied to a consistent 
measurement technique that would provide adequate 
safeguards was issued to the Committee on 18 
November 2010.   An Order giving effect to non-
domestic microgeneration permitted development rights 
is expected to be met on time as obliged by section 71 
of the Climate Change (Scotland) Act 2009. 
 

127. The Committee welcomes the 
amendments made to the Climate Change 
(Scotland) Bill at Stages 2 and 3 which will 
now see the Scottish Ministers gaining powers 
to consider introducing some form of local tax 
rebates and business rate subventions for 
investments in renewables, micro-renewables 
and energy efficiency. This has also been a 
change supported by the Committee. 

The Scottish Government welcomes the 
Committee’s support for these amendments. 
 
These amendments will help to incentivise 
uptake of energy efficiency measures and 
renewable technologies by requiring local 
authorities to establish council tax rebate 
schemes, and, giving Scottish Ministers a 
power to introduce reductions in non 
domestic rates for energy efficiency 
measures. 
The measures involved can save energy, 
reduce carbon emissions, and lower energy 
bills. 

The Scottish Government welcomes the Committee’s 
support for these amendments. 
 
These amendments will help to incentivise uptake of 
energy efficiency measures and renewable 
technologies by requiring local authorities to establish 
council tax rebate schemes, which all now have in 
place, and, giving Scottish Ministers a power to 
introduce reductions in non domestic rates for energy 
efficiency measures. 
The measures involved can save energy, reduce 
carbon emissions, and lower energy bills. 
 
 

128. The Committee calls on the Scottish 
Government and the UK Government to work 
constructively together to see if a way can be 
found that will release the funds held by 
Ofgem in its fossil fuel levy account in a 
manner which will not impact on the Scottish 
Consolidated Fund. The Committee requests 
that a report on this matter be produced ahead 
of the UK Government’s next budget expected 
by April 2010. 

The Fossil Fuel Levy fund currently stands at 
£164 million, and remains unspent in an 
OFGEM bank account.  This matter has 
been the subject of continuous 
correspondence from Scottish Ministers and 
officials to UK Government counterparts 
since May 2007, with the most recent 
correspondence dating to the end of July 
2009.  Treasury Ministers thus far remain 
adamant that no flexibility can be found to 
Treasury rules on Departmental Expenditure 
Limits (DEL), and that FFL surplus 
resources, if released to Scotland, would not 
be additional to Scotland’s block grant, which 
Treasury would therefore reduce by a 

The Fossil Fuel Levy surplus stands at over £194 
million.  Scottish Ministers are continuing to make 
the case for early release of these funds to enable 
critical renewable energy investment in Scotland. 
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corresponding amount.  If the FFL funds 
were released according to the Treasury’s 
interpretation, Scotland would therefore 
receive no additional monies, and the benefit 
would instead accrue to the Treasury itself.  
With a concrete set of proposals in hand for 
how the FFL could be invested to increase 
Scottish renewables capacity, and thereby 
contribute further to UK renewables targets, 
Scottish Ministers continue to press for a 
flexible solution (for example a temporary 
increase in DEL cover), which would enable 
the funds to be released as additional spend 
on the renewable energy sector in Scotland. 

129. The Committee calls on the Scottish 
Government to hold an immediate meeting 
with banks and financial organisations to 
assess the scale of the reported drop in the 
availability of project finance and other forms 
of financial support available to renewable 
energy developers and to identify solutions 
and to consider what support the Scottish 
Government could provide to ensure that 
continued growth can be promoted in 
renewable energy in Scotland. The Committee 
requests that the Scottish Government provide 
a report of this meeting once concluded. 

As an area of immediate focus the Scottish 
Government reconvened the Marine Energy 
Group (MEG) to coordinate the production of 
the Marine Energy Road Map which was 
published on 26 August 2009.  The MEG 
finance sub-group will have a number of key 
recommendations. In addition a number of 
studies have been commissioned including a 
baseline study, supply chain, resource base 
and energy storage.  Prior to the completion 
of such studies any estimate of financial 
commitments required would be incomplete.  
Ministers will consider these and funding 
recommendations for other sectors in due 
course. 
 
More broadly Ministers and officials continue 
to meet banks and financial organisations on 
a regular basis.  The Scottish Government 
and its agencies continue to consider how to 
address any market failure and any 
substantive outcomes will be reported in due 
course. 

For an update on the WATERS Scheme and Saltire 
Prize please see point 143. 
 
The Scottish Government has also convened the 
Offshore Wind Industry Group (OWIG) involving 
developers from all Scottish Offshore Wind Projects 
(STW and Round 3) as well as SE, HIE, SDI, SNH, 
Marine Scotland, The Crown Estate, grid companies 
etc.  It serves as the main conduit for industry 
intelligence on key issues. 
 
In September 2010 OWIG published Scotland’s 
Offshore Wind Route Map an industry-led 
document setting out the opportunities, challenges 
and the priority recommendations for actions, for the 
sector to realise its full potential in Scotland.  The 
Route Map identified that with the right support, the 
successful delivery of the offshore wind industry 
offers the potential to create 28,000 direct jobs and a 
further 20,000 jobs in related industries and £7.1 
billion investment in Scotland’s economy by 2020. 
 
 

130. The Committee is concerned about the 
hurdles in developing renewables (including 
hydro, wind and biomass) and other forms of 
energy production that arise out of the 

During 2005 to 2008 SNH commented on 
1504 renewable projects of which only 5% 
were objected to and a further 6% had 
conditioned objections. SNH engages with 

GP WIND UPDATE 
This project is progressing well. A common case 
study methodology has been prepared and agreed 
and a call for case study examples has begun. The 
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tensions in the functions of the Scottish 
Environment Protection Agency and Scottish 
Natural Heritage. Whilst the Committee 
concurs with the need to protect Scotland’s 
environment and natural heritage, it also 
recognises the pressing need for the 
promotion of renewable energy to address the 
problem of climate change. It therefore calls 
on the Scottish Government to consider how 
the statutory and regulatory functions of these 
two bodies can be reconciled in order to 
ensure that they fit with the Scottish 
Government’s own commitments to reduce 
carbon emissions. 

developers and local planning authorities as 
fully as it can throughout the whole planning 
process with the aim of ensuring that 
significant issues are identified and dealt with 
at an early stage. Since 2008 SNH and 
SEPA have been working together to 
streamline the handling of planning 
applications where there are issues of 
interest to both organisations and in 
particular on hydro electric proposals. This 
has had a significant impact and has 
contributed to the overall performance 
increases with regard to determinations 
made by Scottish Government (see answer 
to recommendation 131). This work has 
been widened to involve other public sector 
consultees and has become an integral part 
of Scottish Government's agenda to reform 
the planning system.  
Both SEPA and SNH are represented on 
FREDS, and SEPA will be represented on 
the new FREDS heat, micro-hydro and 
hydrogen sub-groups that are being 
established.  
Action on Climate Change 
 
SEPA and SNH have been working to 
ensure that our functions and efforts are as 
efficient and effective as possible. 
 
Current joint work between SEPA and SNH 
that contributes to the Scottish Government’s 
commitment to reduce carbon emissions 
include: 
 

- Joint work project to develop and 
deliver a ‘best practice guidelines on 
windfarm construction’.  

- Joint project to deliver a sharing best 
practice hydro seminar 16th 
September 2009  

next step is to agree the case study workload that 
the project will focus on and take forward for 
development. This component is scheduled to be 
completed in March 2011. 
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SEPA working with SG energy 
consents and SNH on streamlining 
consenting processes, August 09.  

- 8th Sept event on smaller scale 
(<1MW) hydro consenting with 
Scottish government and SNH.  

- Joint working between SEPA, SNH 
and Scottish Government to 
streamline the consenting process 
for all energy developments, 
including the EIA process.  

SNH and SEPA have also been working in 
partnership on joint guidance for hydro 
developers. The guidance will focus on the 
information requirements for planning 
applications and will offer detailed guidance 
on survey methods for certain species; 
legislative requirements and the 
environmental impacts of hydro 
developments. A working draft has been 
published and we will be working 
collaboratively over the coming months to 
complete this task. The draft is available 
here: 
http://www.sepa.org.uk/water/water_publicati
ons.aspx 

131. The Committee is concerned by the level 
of consent refusals, especially in relation to 
onshore wind. It calls on all the relevant 
authorities to be far more positive in relation to 
the planning and consents system and to 
accelerate agreements for projects within our 
energy sector. 

The Scottish Government is committed to 
processing all new section 36 applications 
within a 9 month timescale, except those 
cases which have been referred to Public 
Local Inquiry.  We have determined 27 large 
scale renewable applications since May 
2007 – more than the previous 
administration did over 4 years. 22 of these 
determinations gave consent to the proposed 
projects. The Scottish Government does not 
believe this constitutes a poor record on 
consent refusals and indeed this is 
supported by industry experts including the 
BWEA (see answer to recommendation 
122).  The Scottish Government 

The Scottish Government does not systematically 
monitor the outcome of applications for renewable 
energy development proposals submitted to planning 
authorities.  The Scottish Government is confident 
that its own consenting performance on large scale 
onshore wind farms (>50MW) and hydro schemes 
(>1MW),  alongside smaller schemes approved by 
planning authorities has exceeded the 31% target for 
2011 and will contribute to the achievement of the 
2020 80% target. 
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acknowledges the need for more consented 
renewables projects but not at any price - the 
best applications are those that take care to 
resolve environmental and planning 
concerns in advance.  Indeed we have 
established pre-applications groups, 
involving our statutory consultees and other 
organisations, for large scale developments 
involving regulators, developers and 
planning authorities to assist in this task – an 
unprecedented approach to the consents 
process. In this way we will encourage 
better, more carefully thought out 
applications with a greater chance of positive 
determination. Such projects are also more 
likely to retain public support. 

132. Given that heat accounts for the majority 
of our energy demand in Scotland, the 
Committee supports a marked increase in 
investment in combined heat and power 
plants, particularly those using renewable fuels 
and those combined with district heating. The 
Committee believes that biofuels, as well as 
increased waste combustion, could play an 
important role in delivering more combined 
heat and power. This, however, must be in line 
with the waste hierarchy where efforts are 
made first to reduce, reuse, recycle and 
recover the energy contained within the waste. 
The Committee believes that only material that 
does not fall into one of these categories 
should go to landfill. 

The Sustainable Development Commission 
(SDC) report commissioned by the Scottish 
Government shows there is very significant 
potential for a substantial increase in small to 
medium heat only biomass including CHP.  
Meeting a further 2-3% of heat from small to 
medium scale installations by 2020 is 
feasible.  The Scottish Government 
recognises initial capital cost for purchase 
and installation of the required equipment 
(CHP/Biomass boilers, distribution systems) 
can be quite considerable compared with 
fossil fuel systems, particularly district 
heating networks.  This represents both a 
barrier to uptake, and an opportunity for 
business in driving innovation on cost 
reduction.  This issue is canvassed in the SG 
forthcoming Energy Efficiency Action Plan 
consultation. 
 
Financial assistance to support renewable 
heat technologies is currently provided 
through a number of Scottish Government 
grant schemes.  Further support, is provided 
under the Renewable Obligation where 

As required under the Climate Change (Scotland) 
Act 2009, on 3 November 2010, The Scottish 
Government laid a report before parliament setting 
out the steps being taken to implement the 
Renewable Heat Action Plan. 
 
As part of the Spending Review in October 2010, the 
UK Government confirmed its intention to introduce 
a Renewable Heat Incentive (RHI).  It was expected 
to be introduced from June 2011 but we have 
recently  been advised by DECC that the timetable 
has slipped.  We await further details. 
 
In terms of support for district heating it is the 
intention to introduce a loan fund in the next financial 
year (2011/12)  to help support growth.   
 
The Scottish Government's policy on waste is based 
on zero waste and the waste hierarchy contained in 
the EU Waste Framework Directive. The 
Government has indicated that all energy from waste 
plants should aim for high levels of efficiency. 
Therefore, SEPA have produced guidelines on the 
Thermal Treatment of Waste 
(http://www.sepa.org.uk/about_us/news/sepa_publis
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biomass CHP plants now receive 2 ROCs.  
The introduction of the RHI which is 
proposed for April 2011 should help to 
stimulate demand at the scale necessary to 
meet the 2020 target. 
 
The Scottish Government's policy on waste 
is based on zero waste and the waste 
hierarchy contained in the EU Waste 
Framework Directive. The Government has 
indicated that all energy from waste plants 
should aim for high levels of efficiency. 
Therefore, SEPA have produced guidelines 
on the Thermal Treatment of Waste 
(http://www.sepa.org.uk/about_us/news/sepa
_publishes_revised_guideli.aspx) which 
seeks to encourage that energy from waste 
plants treating any form of waste aim to 
capture the heat efficiently and seek markets 
for the heat. A future focus for action is that 
this guidance is enforced and that we enable 
the creation and growth of CHP and/or heat 
networks in relation to energy from waste 
facilities with the aim of improving the 
competitiveness of business locations.  
However, given that in waste policy the 
priority will remain action to reduce, reuse 
and recycle waste, SDC’s assumption in 
their report is that if 25% of suitable wastes 
(such as waste wood and other biological 
wastes suitable for anaerobic digestion) are 
used, this could provide just below 5% of 
Scotland’s heating needs. 
 
The Scottish Government, along with the 
other administrations in the UK, has 
commissioned, through the Waste and 
Resources Action Programme Scotland, a 
project on the practicalities of introducing 
more landfill bans. This project is due to 
report later in 2009. 

hes_revised_guideli.aspx) which seeks to encourage 
that energy from waste plants treating any form of 
waste aim to capture the heat efficiently and seek 
markets for the heat. 
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133. The Committee calls on the Scottish 
Government to carry out immediately a “heat-
mapping” exercise in order to assess how 
combined heat and power and energy-from-
waste could be most efficiently and effectively 
developed in Scotland. 

The Scottish Government is funding a heat 
mapping pilot with Highland Council and in 
conjunction with CoSLA.  The terms of 
reference have been agreed and work 
tendered over summer 2009.  This will be a 
significant contribution towards developing a 
consistent approach to heat mapping as the 
results of the pilot exercise will be 
disseminated to Councils across Scotland. 
 

The Scottish Government is funding Highland 
Council to undertake a heat mapping pilot in their 
area.  The heat map will consider both demand and 
supply elements.  Highland Council are in the 
process of updating their Strategic Plan and are 
using the map as part of the that process.  The map 
will be completed by the end of March 2011.  
 
The Scottish Government will disseminate the 
lessons learned and methodology to all LAs and 
offer funding to support its roll out. 
 
The Scottish Government is encouraging planning 
authorities to map areas of heat demand to sources 
of supply (including energy from waste) in their 
strategic and local development plans, drawing on 
the experience gained in the pilot Highland Heat 
Mapping project.  It is also considering how heat 
map datasets might be incorporated in its Integrated 
Land Use Database. 

134. The Committee recommends the rapid 
introduction of heat initiatives modelled on the 
renewable obligation certificates and the 
consideration of financial incentives, including 
local taxation or non-domestic rate rebates, for 
renewable heat installations. 

The Committee will be aware that, following 
the review of the RO, biomass CHP plants 
will receive 2 ROCS.  The introduction of the 
Renewable Heat Incentive (RHI) which is 
proposed for April 2011 should help to 
stimulate demand at the scale necessary to 
meet the 2020 target. Renewable heat is a 
mixture of devolved and reserved provisions 
(while Scottish Ministers have powers to 
promote renewable heat, any regulatory 
incentive administered by Ofgem will cut 
across reserved functions).  Scottish 
Ministers have agreed with the UK 
Government that Westminster can legislate 
on their behalf in terms of the renewable 
heat incentive (RHI) but that Scottish 
Ministers will be consulted on its introduction 
to ensure specific Scottish interests are 
taken into account in the design of the 
scheme.  The initial consultation on this 
incentive will take place towards the end of 

Please see reply to point 132 about the RHI. 
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2009. We will continue to work closely with 
the Department of Energy and Climate 
Change (DECC) to highlight Scottish needs 
in the consideration of mechanisms to 
enable the wider use of renewable heat, in 
particular the introduction of the RHI and the 
banded RO. 

135. The Committee calls for the Scottish 
Government to conclude its consultation on 
section 36 (of the Electricity Act 1989) 
consents as soon as possible and to use this 
opportunity to accelerate the take up of district 
heating associated with power stations. It 
should no longer be acceptable for a power 
station to be built without consideration of how 
to use its waste heat either through such 
technologies or in some form of localised heat 
network. 

The Scottish Government has decided to 
delay the issuing of its final guidance in 
relation to the consenting for thermal power 
stations in order to coincide with the current 
consultation on CCS and CCR matters being 
run by DECC. This is to ensure that the 
regulatory background on this matter is as 
broadly consistent as possible, a view which 
the industry has expressed its support for.  
The final guidance will contain guidance 
relating to Heat matters although we 
acknowledge the point made in the report 
with regard to Heat and we recognise that 
this is an area which will require more work. 
Wherever possible, we want to see the 
option of heat utilisation being seriously 
considered although there are a number of 
challenges which still require to be 
considered. 

The Scottish Government published its guidance 
relating to applications for Thermal Power Stations in 
Scotland under Section 36 of the Electricity Act 1989 on 
10 March 2010.  The guidance can be found at the 
following link: 
http://www.scotland.gov.uk/Topics/Business-
Industry/Energy/Infrastructure/Energy-
Consents/Thermal-Guidance/Thermal-2010 
 
The Scottish Government has commissioned research 
in waste heat from large fossil fuel power stations to 
inform energy and planning policy and guidance.  This 
will assess a number of issues including potential 
capacity; barriers to its implementation and the 
potential role for government.  The use of waste heat 
could be a way to assist security of supply whilst 
reducing overall emissions. The date for completed is 
end March 2011. 
 

136. Given that transport does not fall within 
the remit of the Committee, the Committee 
limits its calls for action in this key area to 
highlighting the need for a comprehensive 
strategy to address the development and 
delivery of more sustainable transport as well 
as a reduction in energy consumption. The 
Committee considers that this is particularly 
critical given Scotland’s dependence on oil 
and its consequent vulnerability to increases in 
the price of oil. 

The Scottish Government recognises in its 
Climate Change Delivery Plan that it is 
essential to achieve almost complete 
decarbonisation of road transport and rail by 
2050 (with significant progress on the former 
by 2030 through wholesale adoption of 
electric cars and vans). It also recognises the 
need for additional planning and demand 
management measures through to 2020 to 
reduce the need for travel and the carbon 
intensity of travel; and to maximise active 
travel (e.g. walking and cycling). 
 
The Scottish Government's Low Carbon 
Vehicle consultation (29 June-2 Oct 2009) 

The Scottish Government recognises in its draft 
Report on Proposals and Policies (RPP) that it is 
essential to reduce the need to travel, widen 
transport choices and improve driving efficiency. 
Following Parliamentary consideration and 
consideration of the various other representations 
made, the RPP is currently being finalised. In 
addition, it is our aim to publish a Low Carbon 
Vehicles Action Plan in the Spring.  
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considers how the public sector and the 
wider Scottish fleet will make greater use of 
low carbon vehicles and alternative fuels.  In 
doing so, it poses questions around vehicles 
powered by renewable electricity and other 
sources of renewable energy.  It also 
demonstrates why emissions from road 
transport must be addressed, and how low 
transport technologies and renewable fuels 
are expected to play an important part in 
helping to ensure that 10% of Scotland’s 
transport fuels come from renewable energy 
sources by 2020. 

138. The Committee calls on the Scottish 
Government and other public bodies to 
increase the involvement of oil and gas 
industry representatives in the various skills 
bodies (e.g. Scottish Funding Council, sector 
skills groups, Skills Development Scotland etc) 
and to promote the model of the oil and gas 
academy to other industries. 

The Scottish Government is currently in 
discussions with Skills Development 
Scotland on the issue of skills in energy.  We 
have also held discussions with 
representatives of the relevant sector skills 
council on how best to ensure that the 
various skills organisations communicate 
and share best practice as much as possible.  
This engagement and the lead shown by the 
Scottish Government has led to a secondee 
from Energy and Utility Skills being placed 
directly into the Scottish Government’s 
Renewable Energy Division.  He will start 
work shortly to address the needs of that 
particular sector including engaging with the 
Renewable Energy Skills Group established 
by Scottish Government. 

It is estimated that there will be between 50-90,000 
additional  job opportunities within the Energy Sector 
to 2020. These opportunities combine replacement 
demand and new additional growth in emerging 
sectors including offshore wind, renewables and 
Carbon Capture and Storage areas as well as the 
more developed oil and gas sector. The Forum for 
Renewable Energy Development  Scotland (FREDS) 
skills group has been established to ensure that the 
predicted growth of the renewables sector is enabled 
by delivering the skills required effectively. The 
group’s membership is made up of representation 
from key industry players and the main skills and 
learning delivery bodies including Skills 
Development Scotland, the Scottish Funding 
Council, Skills Sector Councils, the colleges and 
university sector and also OPITO who are the oil and 
gas industry’s focal point for skills, training and 
workforce development . While the skills group has a 
renewables focus there is a clear recognition that 
there are not only lessons to be learnt from the oil 
and gas industry but also clear skills synergies with 
the oil and gas sector upon which the group aims to 
build. Further, Skills Development Scotland aims to 
produce a web–based energy gateway which will 
allow users access to training and skill information 
on all energy sectors including links to oil and gas 
information and its academy. 
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139. The Committee calls on the Scottish 
Government to work with the relevant parties 
to urgently remove all the blockages to 
realising the €40 million EU investment in an 
offshore wind test centre in Aberdeen. 

The Scottish Government strongly supports 
the proposal for an offshore test centre that 
meets navigational safety and aviation 
requirements.  As the organisation charged 
with the promotion of European projects the 
Scottish European Green Energy Centre 
(SEGEC) was actively involved in the 
completion of the application for European 
funding which was successfully completed 
on time.  
 
As the determining authority for any 
proposed development it would not be 
appropriate for the Scottish Government to 
comment further at this time.  The 
Committee's comments have been noted. 

The European Offshore Wind Deployment Centre 
(EOWDC) is an offshore wind demonstration project 
being developed by Vattenfall Wind Power, Technip 
and Aberdeen Renewable Energy Centre (AREG). 
 
It is designed to accelerate the development of 
offshore wind power by proving new technology, 
installation and operation methods.  It is designed to 
have provision for up to 11 offshore wind turbines. 
 
EOWDC was awarded an Exclusivity Agreement by 
The Crown Estate as an offshore wind 
demonstration site in August 2010.  In December 
2010 a grant award of up to 40 million Euros within 
the European Economic Recovery Programme has 
been made to the EOWDC by the European Union.  
The EU Grant will support both development and 
capital costs associated with the project. 
 
A full planning application will be submitted to the 
Scottish Government in early 2011. 

140. The Committee supports efforts towards 
achieving a timely development of carbon 
capture and storage technology, through the 
EU and UK competitions to demonstrate 
functioning commercial-scale technology and 
through the pricing of carbon at appropriate 
levels. The Committee calls for these 
competitions to be speeded up as far as 
possible and fully endorses the proposed 
project by Scottish Power at Longannet. The 
Scottish Government should take all steps to 
support Scotland’s case for winning the UK 
competition. 

Agreed.  The Scottish Government has been 
and continues to be heavily supportive of 
Carbon Capture and Technology.  We have 
supported the proposed project at 
Longannet, both with regard to the UK 
competition and also potential European 
Funding.  We are also ambitious to see other 
CCS related projects develop in Scotland.  
We continue to support such activity and are 
ensuring that CCS projects in Scotland have 
the maximum chance of success. We were a 
significant funder of the study released in 
May 2009 which assessed storage capacity 
in the North Sea and we have committed 
ourselves to the publication of a CCS 
Roadmap in Autumn 2009.  Further work, 
building on the May report, is currently being 
discussed with a view to commencing soon. 
 

We continue to support Carbon Capture and Storage 
(CCS) as a critical technology to help us achieve our 
target of a largely decarbonised electricity generation 
sector by 2030. 
 
We continue to support the Longannet CCS project 
which is now the only remaining bid in the UK 
competition.   
 
We are currently implementing the EU Directive on 
Geological Storage of CO2 to ensure that Scotland 
has the necessary regulatory framework in place to 
enable a full chain CCS project. 
 
We are currently updating the CCS Roadmap and 
plan to publish March 2011.  
 
We continue to support Scottish research and the 
CCS successor study, building upon the work of the 
initial joint study, is due for publication in March 
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2011.  We are also providing funding to a project 
under the EU Seventh Framework Programme 
(SiteChar) dedicated to improving the 
characterisation of sites for geological storage of 
CO2.  A North Sea offshore multi-storage site 
(hydrocarbon field and aquifer) in Scotland has been 
selected as a test site for research which will 
examine the entire site characterisation chain on the 
basis of criteria defined by relevant EU legislation.  
This project also includes the important aspect of 
public awareness and opinions. 
 
The Scottish Government is working closely with the 
UK Government on the 3 Scottish demonstration 
project bids for the New Entrants Reserve 
investment programme submitted to the UK on 9 
February 2011. The Scottish Government will be 
involved in the project pre-assessment before they 
are submitted to the European Commission.  The 
Commission is expected to make award decisions in 
the second half 2012. 
 
The Scottish Centre for Carbon Storage has led on 
advice to the European Commission on the EU’s 
future CO2 transport and storage infrastructure 
through a major Commission-funded study which 
was published by the Commission’s DG Energy in 
January 2011. Scotland is treated as a priority in the 
study due to strong storage potential in North Sea 
aquifers and depleted hydrocarbon fields. 
 
The Scottish Government lead a Regulatory Test 
Exercise to assess the CO2 storage regulations 
during summer 2010.  This involved participation 
from all relevant Scottish, UK, local government 
regulators, industry and NGOs.  The exercise was 
assessed by the Global CCS Institute with whom we 
have since worked to prepare a model Regulatory 
Test Toolkit to aid best practice in CCS regulation 
worldwide. The Toolkit was published on 15 
February 2011, and we will be working with the 
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GCCSI to roll this out across the EU in partnership 
with the European Commission. 

141. The Committee calls for the Scottish 
Government to conclude its consultation on 
section 36 consents as soon as possible and 
to use this opportunity to drive the 
development of carbon capture and storage 
technology. 

The UK Government has now issued a 
consultation on a number of aspects of CCS, 
including proposals for a levy on generation 
to fund up to 4 demonstration projects, 
consideration of the issue of Emissions 
Performance Standards and policy proposals 
for the basis on which coal fired power 
stations will be required to operate in the 
future. This consultation is due to end in 
September 2009 and the Scottish 
Government is working closely with the UK 
Government on this matter. 
 
With this consultation in mind, we have 
decided to await the completion of the UK 
consultation process before issuing our final 
thermal generation guidance.  This will 
ensure that the regulatory framework in 
broad terms is similar across the UK as a 
whole, with the overall objective of 
encouraging CCS deployment and the 
objective of decarbonisation of the electricity 
sector by 2030. 

See 140 above. 
 

142. The Committee calls for the accelerated 
injection of substantial financial resources in 
the necessary strategic infrastructure 
development that will be required to develop 
our marine renewable energy potential (e.g. 
the need for improved ports, harbours, 
manufacturing capacity etc). Initial steps 
should be taken in the next budget round. 

Please note the answer to recommendation 
number 120 above 

Please note the answer to recommendation number 
120 above 
 
 

143. The Committee calls for the Scottish 
Government to step in and address the lack of 
continuity in financial initiatives that support 
project development, particularly the gap we 
have identified in development finance that is 
needed in order to bring projects up to 

The Scottish Government is already 
supporting sector through capital grants 
(WATES), and the highest level of support 
across UK under our Renewables Obligation 
- 5 ROCs for wave, 3 ROCs for tidal as well 
as the innovative £10m Saltire Prize. 

The £12 million WATERS fund was announced in 
March 2010. Since then, WATERS has successfully 
secured over £3 million from the ERDF, taking the 
total fund to just over £15 million.  
The five successful companies are: RWE npower 
renewables (£6 million); Aquamarine Power (£3.15 
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prototype scale. We consider this gap will 
hinder the development of marine renewable 
energy. In particular, whilst we welcome the 
Saltire Prize, it does not fill the gap left by the 
commitment of all of the funds from the 
previous Wave and Tidal Energy Support 
(WATES) scheme and the Committee 
considers that a successor to this is required. 

However, the Scottish Government 
recognises that access to finance remains a 
concern for the marine sector. The Marine 
Energy Group (MEG), including Scottish 
Government involvement, has published a 
Marine Energy Road Map which addresses 
finance, amongst other key issues for the 
sector.  It makes a number of 
recommendations for support to the various 
stages of technology development as well as 
identifying the investment needed for fit-for 
purpose infrastructure - ports, harbours, 
fabrications site and vessels.  Ministers will 
consider this Road Map in full.  
The Scottish Government welcomes the 
recent funding announcements made by the 
UK Government in its Renewable Energy 
Strategy, acknowledging the importance of 
Scottish renewable energy in helping the UK 
to meet its own Renewable Energy targets. 

million); OpenHydro (£1.85 million); AWS Ocean 
Energy (£1.39 million) and Ocean Flow Energy 
(£560k). 
 
There are now 2 confirmed Saltire Prize Applicants 
who have provided evidence of agreement for lease 
from The Crown Estate. 
 
 

144. The Committee accepts that there will be 
a need to extend the operating lifetimes of the 
current generation of nuclear power stations in 
Scotland. Such extensions should only be 
permitted if the necessary safety audits prove 
that this is viable. 

We recognise the role that nuclear power 
has to play in the immediate short-term to 
help ensure security of supply. Any 
extensions are not a matter for Scottish 
Ministers although we have made clear that 
any decisions need to be taken with safety at 
the forefront. We have made clear our view 
that nuclear power will not be needed in the  
medium to long-term as we focus on 
continuing to develop our considerable 
renewables potential alongside the 
development of law carbon technologies 
such as Carbon Capture and Storage. 

No update. 
 
 

145. The Committee’s majority view on the 
construction of new nuclear power stations is 
set out in paragraph 99 (Scotland does not 
need a new generation of nuclear power 
stations to be constructed) 

Agreed.  The Scottish Government have 
made clear our policy of no new nuclear 
power stations in Scotland.  Seizing 
Scotland’s wealth of renewable opportunities 
will meet our future energy demands, help 
tackle climate change, and ensure 
Scotland’s energy security. 

The Scottish Government’s policy on nuclear is 
supported by the Draft Electricity Generation statement 
(published 17 November 2010) which sets out clear 
evidence that by 2030 with a minimum of 2.5 GW of 
thermal generation, progressively fitted with CCS, we 
can ensure security of supply. 
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146. The Committee is very concerned, as we 
were during our inquiry into the tourism sector, 
at the institutional clutter in the skills and 
training sectors that are supposed to support 
the energy industry. The Committee calls on 
the Scottish Government to spell out how it 
intends to address this issue and report before 
summer 2010. 

The newly formed Joint Skills Committee of 
the Scottish Funding Council and Skills 
Development Scotland is an expert body 
which will inform both agencies.  The 
Scottish Government will ask the Skills 
Committee to consider the Committee’s 
concerns as an early priority. 
  

The newly formed, and Scottish Government led, skills 
sub group of the Forum for Renewable Energy 
Development in Scotland (FREDS) will consider how 
institutional clutter in the skills and training sectors can 
be minimised as it takes forward the Renewables 
Action Plan Skills Framework. 
 
In addition, in October 2010 the Scottish Government 
published a refreshed Skills Strategy. This sets out a 
flexible, responsive, partnership approach to 
addressing Scotland’s skills needs and improving 
economic performance across all sectors. Simplifying 
the skills system and ensuring the provision of skills 
matches the needs of employers are priority themes. 

147. The Committee calls for a boost in the 
resources available to provide for an increase 
in apprentice numbers and in the number of 
people with the required technical skills to 
support the newer, emerging technologies. We 
also need funding to develop the transferability 
of skills in employees within existing sectors of 
the industry, including the nuclear, oil and gas 
industries. 

The Scottish Government is working with 
relevant Sector Skills Councils and Skills 
Development Scotland to support 
development of this key and expanding 
sector.  We have already committed £16m to 
support an additional 7,800 apprenticeships 
in 2009/10.  There will be over 300 
apprenticeship places supported in the 
renewables and energy efficiency sectors, 
including oil and gas in 2009/10. A new 
home energy efficiency apprenticeship was 
developed earlier this year and SDS is 
providing support to 100 individuals in this 
year’s pilot phase.  This will build a 
framework of energy professionals to support 
companies’ long-term ability to contribute to 
energy efficiency goals  

The Scottish Government has worked with partners to 
develop the Wind Turbine Technician Modern 
Apprenticeship which is now underway at Carnegie 
College. 
 
SDS has been working with partners to develop an 
Energy Skills Investment Plan which will set out a 
series of priority areas for public sector investment that 
will support and sustain activity aligned with industry 
growth objectives.  The Plan will be published in the 
Spring. 
 
As ‘Energy’ is a key sector, as identified in the 
Government Economic Strategy, the Scottish 
Government funds all-age apprenticeships in this 
sector, rather than for those aged 16-19 only. 
 

148. The Committee calls on the Scottish 
Government in the next budget round to 
consider increasing the level of support and 
resources available for the international 
promotion of Scotland’s energy industries. 
This would include increasing the number of 
ministerial-led trade missions (hosted by SDI, 
SCDI and UKTI) and ensuring co-ordination at 
Scottish and UK levels between these. 

Over the last four years there has been a 
significant increase in SDI’s activity 
associated with international trade and 
investment related to the energy sector.  
Renewable Energy in particular has seen an 
exponential increase in activity which is 
reflected in the 250% rise in the proportion of 
SDI Energy team budget allocated to the 
promotion of renewables energy over that 
time.  The rise in activity within the 

SDI is continuing to invest significant resources in 
the Energy Sector.  A new dedicated team has now 
been established to focus on opportunities within the 
renewables sub-sector, supported by some of SDI’s 
most experienced staff.  This will be SDI’s highest 
priority in its new Strategy and Business Plan, 
reflecting the significant opportunity that Scotland 
offers and the immediacy of the ‘first mover 
advantage’ that can be exploited through the pace of 
our response.  The National Renewable 
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renewable energy sector over this same 
period has also been reflected in an increase 
in SDI manpower resources dedicated to the 
energy sector as a whole resulting from the 
realignment of SDI resources to concentrate 
effort behind Priority Industries and a 
strengthening of SDI manpower based within 
the new regional structure adopted by 
Scottish Enterprise.   
 
This increase to SDI’s Energy Team 
represents a major commitment from SDI to 
meet the expanding growth of the renewable 
energy sector along with increased activity in 
other contiguous areas such as: 
• Energy Efficiency  
• Micro-generation and Distributed 
Generation 
• Carbon Capture and Storage 
• Sustainable transport 
• Energy Storage 
• Smart Grid and Grid upgrades 
• Decommissioning (Nuclear along with Oil 
and Gas) 
 
SDI has already led international 
engagement in the areas of Clean 
Technology involving sustainable energy, 
through our work in conjunction with SDI Aid 
Funded Business (AFB) team to penetrate 
bodies such as the World Bank, Inter-
American Development Bank, Asia 
Development Bank and recently the African 
Development Bank.   
 
The Saltire Prize has become a key platform 
for promotion of Scotland’s marine 
renewable potential, and SDI plays a key 
role in promoting the Prize.  The current 
economic situation has underlined the on-
going need to support and sustain the efforts 

Infrastructure Fund (NRIF) will be our top priority in 
terms of project delivery, again reflecting the huge 
opportunity for Scotland in terms of developing the 
supply chain in the offshore wind sector.  In addition 
to the Ministerial visits previously identified, a further 
Ministerial visit to China with a strong energy 
element is planned in March. 
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of the Scottish Oil and Gas service and 
supply chain to internationalise.  While the 
industry may not be as dependent as it once 
was on a strong domestic North Sea market 
the performance of the UK Continental Shelf 
market is still a major influence on the growth 
prospects and economic performance of 
what is a major Scottish industry.  We will 
maintain our emphasis on the need to 
sustain outward trade support to Scottish Oil 
and Gas service and supply companies.  
Recent Ministerial visits that include an 
Energy element include: 
 
First Minister – China – April 2009 
Minister for Enterprise, Energy and Tourism 
– USA – May 2009 
Cabinet Secretary for Finance and 
Sustainable Growth – Japan – July 2009 
 
By way of example the First Minister’s visit 
led directly to three separate inward missions 
from Chinese wind related companies  
 
Commercial confidence precludes extensive 
discussion of Ministerial involvement in the 
inward investment agenda.  Nevertheless it 
is extensive and has a direct effect on the 
success of investment projects e.g. the 
recent takeover of the Vestas facility in 
Machrihanish by Danish company Skycon. 
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EET Committee Tourism Inquiry – update to committee Spring 2011 
 

Committee recommendation SG response at time of report Updated SG response 
Paras 228-9: The Committee welcomes the 
retention by the Scottish Government of the 
previous administration’s desire to see revenue 
from tourism grow by 50% by 2015, using 2005 
as the baseline. This ambition was the shared 
goal of the government and the industry. We see 
no reason to review this target as we believe it 
provides clarity of vision and a shared objective 
that both the public and private sectors should 
strive to realise. The Committee recommends, 
however, that VisitScotland evaluates 
progress against this ambition on an annual 
basis and reports its findings to the 
Parliament and this Committee. 

Agreed.  The Government is pleased that the 
Committee welcomed the retention of the 50% 
growth ambition.  In terms of reporting against 
progress, VisitScotland already publishes a 
“Scottish Tourism Annual Position Summary”.  In 
line with this recommendation, a commentary 
section on industry progress towards the 
ambition will be added to future reports.  
VisitScotland will be happy to send a copy of this 
report directly to the Committee. 
 

The Scottish Government has continued to 
monitor the volume and value of overnight 
tourism through the United Kingdom Tourism 
Survey and the International Passenger Survey. 
Updates of these figures have been given over 
the period by VisitScotland to the Committee 
and are available on VisitScotland’s website. 
 
As set out in its initial response to the 
Committee, the Scottish Government retained 
the industry ambition to increase tourism 
revenue by 50% by 2015.  When the ambition 
was set, it was based on the currently available 
world-wide projections of tourism performance.  
Since then, we have experienced the worst 
recession of modern times with global impact.  
Tourism has experienced severe external 
economic and other pressures.  In fact,  
Scottish tourism has shown great resilience 
since 2005 through difficult economic 
circumstances and events such as the volcanic 
ash cloud and airline strikes. It has also found 
the severe weather episodes challenging. 
 
Overnight combined domestic and overseas 
visitor expenditure data shows we are not on a 
trajectory to achieve 50% growth by 2015.  
 
Figures since 2005 are as follows: 
 
2005 - £4.214 bn 
2006 – £4.159 bn 
2007 – £4.206 bn 
2008 – £4.047 bn 
2009  - £4.09 bn 
 
Although there has been a drop of about 3% 
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(nominal prices) between 2005 and 2009 the 
numbers taken over the period show relatively 
flat performance. 
 
The industry Tourism Leadership Group is 
undertaking a re-assessment of the TFFC and 
50% growth ambition. It aims to identify realistic 
targets for the next 5 years and the Scottish 
Government would expect these to be stretching 
but consistent with the current economic 
circumstances. 

Para 230: Furthermore, given the challenges 
that face the industry in the short-term – 
rising fuel prices, disadvantageous exchange 
rates with the US dollar etc – we recommend 
that VisitScotland and the Scottish 
Government ensure that rapid steps can be 
taken if performance against the target dips 
and/or if tactical changes to tourism policy 
(e.g. marketing campaigns) are needed. 

Agreed.  The Scottish Government 
acknowledges the current challenges facing the 
tourism industry, from the economic climate etc.  
However, there are also opportunities from the 
current strength of the pound against the euro 
which increases the attraction of Scotland to 
potential visitors from the Euro-zone countries 
and also should help to attract more visitors from 
within the UK who might otherwise have chosen 
to travel to mainland Europe.   
 
VisitScotland has already reacted quickly and 
made tactical adjustments to its marketing 
campaigns to focus on areas of strong 
opportunity.  In the UK it has brought forward 
campaigns specifically targeted at customer 
groups who are less likely to be impacted upon 
by economic slow down and at areas of the 
country where the cost of fuel will not be such a 
disincentive, e.g. within Scotland and Northern 
England.  At an international level, while 
retaining attention to the US market, it will focus 
activity on areas such as Canada (where the 
dollar and the economy are stronger) and the 
Euro-zone countries.  VisitScotland will also be 
organising a series of workshops for businesses 
to advise how they can adapt to the changing 
marketplace.  The Government will monitor the 
position closely.  In addition to adapting its 
marketing tactics, VisitScotland is also providing 

Since the initial response the worldwide 
economic climate has worsened and tourism has 
faced various additional challenges as listed 
above. The Scottish Government and agencies 
have been flexible and swift in their responses. 
 
The Government’s Economic Recovery Plan has 
been a constantly evolving framework of action, 
developing the underlying sources of our 
competitive strength. 
 
Year of Homecoming in 2009, influenced more 
than 95,000 visitors to travel to Scotland and 
generated £53.7m in additional tourism revenue 
for Scotland in what was a difficult year for 
global tourism.  
 
VisitScotland’s tactical responses have included: 
 
2009 

- Freezing prices on Quality Assurance 
products, standard marketing 
opportunities and enhanced marketing 
opportunities 

- Raising the threshold of the Growth 
Fund to 50% (from 40%) to help support 
groups with marketing activity.  By 2010 
VisitScotland had supported more than 
40 groups with a total of £1m in support 
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support to the industry, offering additional 
marketing opportunities to them at no additional 
cost, e.g. the Adventure Pass which was 
launched in August, providing special offers to 
visitors on adventure activities. 

of collaborative marketing projects. 
 
2010 

- Following the volcanic ash cloud, 
VisitScotland offered free marketing 
opportunities to businesses to help them 
recoup losses 

- Running a targeted consumer campaign 
on radio and regional press and through 
VICs in Scotland and Northern England, 
directing consumers to take advantage 
of seasonal offers 

- In the summer VisitScotland launched 
the first ever marketing campaign 
dedicated at Scots, capitalising on the 
staycation effect of 2009 

- They continued to take advantage of 
favourable exchange rates for North 
Americans and Europeans travelling to 
Scotland, focusing on the value for 
money messages. 

 
SE continues to deliver a range of support to 
encourage increased innovative activity. 
 
Tourism Intelligence Scotland (a partnership 
between, SE, VisitScotland and HIE) now has 
over 2,500 registered users accessing the 
content available through the website.  The most 
recent resources, focusing on golf and food & 
drink, have also been disseminated to the 
industry and the quarterly ‘Ear to the Ground’ 
newsletters continues to provide the sector with 
a more regular snapshot of current performance 
and market intelligence. 
 
With 15 award winners to date, the Tourism 
Innovation Fund (TIF) has provided individual 
company support to a further 39 tourism 
businesses that applied during the first 5 rounds. 
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TIF has now assisted 54 companies in total.  
Winners from the latest rounds will be presented 
with their awards at the industry's annual 
conference during Scottish Tourism Week in 
February 2011.  Eight Tourism Innovation 
Workshops have also been delivered involving 
94 businesses.  
 
The ‘Listening to our Visitors’ programme has 
also re-commenced its workshop delivery 
schedule with three workshops delivered so far 
this year and a further eight planned for deliver 
before the end of March.   
 
Finally, the Technology through Tourism Project 
is now gathering pace.  A mapping exercise is 
currently underway to identify the main 
technology requirements within the destination 
and product groups.  This will feed into the 
overall strategic development.  A pilot ‘Social 
Media for Tourism’ workshop has also been 
delivered in Loch Lomond with plans for a further 
six sessions across lowland Scotland.  The half 
day workshops aim to highlight how social media 
works, why it is important, how tourism 
businesses can benefit from adopting a social 
media strategy.   
 
In the HIE area, examples of  actions being 
taken to support economic recovery and growth 
include bringing forward major investment 
cases, accelerating business support to 
companies with growth potential and levering in 
additional funds from outwith the region. 

Para 231: Additionally, we recommend that 
VisitScotland and the Scottish Government, 
working alongside industry and transport 
bodies, take all possible opportunities to 
articulate the importance of the 50% growth 
ambition and the need for combined action in 
the public sector and the industry itself. 

Agreed.  The main way that the Government, all 
public bodies supporting tourism and the tourism 
industry are working together to implement the 
Tourism Framework for Change strategy is 
through the industry-chaired implementation 
groups.  The Strategic Tourism Forum is 
currently reviewing how this network is operating 

Awareness of the growth ambition has been high 
and VisitScotland research has shown that 91% 
of stakeholders believe they have a role to play 
in achieving the ambition. 
 
The new Tourism Leadership Group has been 
established to provide a truly industry-led focus 
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with a view to refreshing the focus of the 
strategy and how it is best communicated to the 
industry. 
Communication of the importance of the 50% 
growth ambition is central to VisitScotland’s 
corporate communications strategy.  
Stakeholder research shows that awareness of 
the ambition is high – according to the 
VisitScotland 2008 Stakeholder Survey, 91% of 
stakeholders are aware of the growth ambition. 
 

for tourism growth.  Leading industry figures are 
working together to advise the Scottish 
Government and public sector on what support 
the industry needs to achieve growth and 
galvanise the rest of the industry into action. 
 
The Leadership Group is initially working, with 
funding from the public sector, to refresh the 
Tourism Strategy and identify the key actions 
that need to be taken for growth to be achieved.    
 
VisitScotland has brought together Scottish 
Thistle Award winners to harness their energy, 
enthusiasm and professionalism in support of 
growth in our industry, encouraging them to act 
as ambassadors across the industry.  
VisitScotland has also announced a new 
approach to partnership working with industry, in 
particular a new approach to working with DMOs 

Para 233: The Committee recommends that 
the Scottish Government gives serious 
consideration to a closer alignment of 
tourism product development and 
investment within the national tourist board, 
which has the expertise and capacity in both 
such areas. The separation of related 
functions such as inward investment, 
quality/product improvement and marketing 
is simply not a good example of joined up 
thinking or integrated operations. 

Agreed.  The Government will give serious 
consideration to how the public sector bodies 
involved in tourism can be further aligned to 
maximise the support they provide to the tourism 
industry in working towards the shared growth 
ambition.  However, it will seek to achieve this, 
in the first instance, through more effective joint 
working across the existing agencies and remits. 
 
The current joint work between SDI, 
VisitScotland and the enterprise agencies to 
prepare a national tourism investment plan will 
continue, although there will also need to be 
close involvement with the tourism industry itself, 
both directly and through the Scottish Tourism 
Forum, to ensure the plan has a firm grounding 
that the industry will wish to deliver.  It will also 
be necessary to work closely with local 
authorities in developing the delivery mechanism 
for the plan, as development planning is a vital 
part of the investment process. 
 

The Strategic Forum has continued to build the 
collaboration of the key tourism agencies to 
further increase alignment and ensure that the 
impact of collective efforts to develop tourism is 
maximised.  The Forum partners have agreed to 
develop Sector Delivery Plans for each of the 
key sectors identified with the Government 
Economic Strategy which will set out the 
opportunities and integrated actions required to 
achieve economic growth.   
 
The work by the Tourism Leadership Group to 
refresh the industry strategy will provide the 
basis for the Delivery Plan and it is anticipated 
that this will set out the actions which are 
required of industry and the public agencies in 
areas such as inward investment, quality and 
product improvement and marketing. In so doing 
it is likely to recommend a much more joined up 
approach than currently exists. 
 
VisitScotland and the Enterprise Agencies 
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If joint working between public sector agencies 
does not yield adequate results, the Strategic 
Forum which is chaired by Ministers is a suitable 
mechanism to consider if further changes are 
necessary. 

already align and collaborate in many ways. 
Together, they share a common understanding 
of market opportunities and the brand strengths 
of Scotland. They have jointly delivered 
‘Destination Development Guide and Toolkit,’ 
‘Customer Feedback - Listening to Our Visitors’ 
and Tourism Intelligence Scotland initiatives 
described above. Other examples include joint 
work on support for Destination organisations, 
Food and Drink tourism, (especially on the 
current Year of Food and Drink focus), Golf, and 
sailing,  
 
A significant new example of joint working is the 
“Team Scotland” approach in Canada, which 
recognises the need to develop an innovative, 
integrated approach to the promotion of 
Scotland.  As such, the newly formed multi-
agency ‘Team Scotland in Canada’ has SDI, 
VisitScotland and Government as key partners 
working closely together to implement and cost-
effectively address Scotland’s strategic 
objectives in Canada. 
 
VisitScotland, the Enterprise Agencies and 
Scottish Development International also worked 
to produce a draft national tourism investment 
plan which is covered in 241 below. 
 

Para 236: We do not believe that further 
legislative changes are required nor should there 
be a repeal of the recently enacted legislative 
reforms of VisitScotland. A period of stability is 
what is required for this body. We do, however, 
recommend that the Scottish Government 
reviews the marketing and tourism 
promotion strategies of Historic Scotland 
and instructs the body to play a more active 
role alongside heritage groups and others 
towards the shared marketing of Scottish 
tourism through its unique properties. 

Not agreed.  The Government sees no need for 
a review. Overall responsibility for the marketing 
of tourism in Scotland or in areas of Scotland 
rests with VisitScotland.  Historic Scotland works 
effectively overseas with VisitScotland to 
promote the wider historic environment as a 
significant asset for Scottish tourism.  Recent 
activity has been focussed on USA, Europe, 
India and South East Asia.  Within Scotland, 
Historic Scotland works closely with the 
operators of other historic attractions through the 
Historic Properties Group, which brings together 

Historic Scotland (HS) continues to expand its 
collaborative working with other tourism 
businesses and public sector agencies.  HS 
supported the 2009 Year of Homecoming 
through a number of partnership initiatives.   HS 
worked with NTS and HHA under the Heritage 
Properties Group (HPG) to deliver a 
Homecoming Pass for the travel trade.  The joint 
admissions pass offered entry to over 130 HS, 
NTS and HHA properties throughout Scotland.  
This was marketed to global travel trade 
contacts through the Expedia, VisitScotland.com 
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the National Trust for Scotland, the Historic 
Houses Association and Scottish Enterprise on a 
quarterly basis.  Through this group, Historic 
Scotland has commissioned a significant piece 
of research which looks at the future 
opportunities for the heritage tourism sector. The 
Group has also promoted joint exhibitions at the 
National tourism exhibitions (EXPO) for the last 
two years, developed a joint ticket for access to 
a range of historic attractions as part of 
Homecoming 2009 and started to promote joint 
initiatives such as extending the visitor season, 
joint tickets, joint trails and joint leaflets. Historic 
Scotland is actively involved in several national 
tourism industry partnerships, including Tourism 
Framework for Change Implementation Groups 
for Marketing, Market Intelligence and 
Innovation, and Sustainable Tourism. 
 
At a local level, Historic Scotland is active in 
several Destination Management Organisations 
(DMOs);  for example it provides the current 
Chair of the Edinburgh DMO, established the 
Stirling ‘Top of the Town’ group, and is a key 
player in the Loch Ness, Orkney and the Borders 
DMOs. All of this activity is in addition to the core 
Historic Scotland work of promoting and 
marketing its own portfolio of 345 sites, which in 
2007/08 had their best year ever in terms of both 
visitor numbers and quality of service. 
 
However, there may be potential for this activity 
to be further increased and Historic Scotland 
and VisitScotland will continue to seek further 
opportunities for collaboration in which Historic 
Scotland can contribute a full and developing 
role in optimising the tourism experience and 
revenues at both a local and national level. 
 

and VisitBritain.com travel websites.    The pass 
generated sales of over 10,000,  income of 
£342,000, and 50,000 visits and was welcomed 
by the trade as an innovative new product in the 
marketplace.  As a result of its success it has 
been relaunched this year as Scotland’s 
Heritage Pass with a 3 year business and 
development plan.    
 
Working with EventScotland,  HS also delivered 
a Family Trails leaflet, highlighting 15 Scottish 
family names, and a programme of over 100 
related events.  HS also worked with National 
Libraries of Scotland’s (NLS) map library to 
create an online resource for people with  Scots 
ancestry. 
 
HS’s Sales Team takes the lead in co-ordinating 
the Scotland’s Heritage aisle at EXPO 
(VisitScotland’s annual trade fair), with 16 
stands, 14 partners and a waiting list of potential 
partners.   This pulls together the key heritage 
attractions in one area of the hall, creating an 
impact and a one stop shop for potential buyers. 
(i.e. travel agents). 
 
HS attended over 10 sales trips with 
VisitScotland and other tourism partners,  both 
here in the UK and overseas, supporting the 
development of new markets in Russia, India, 
China and Australasia as well as Scotland’s 
traditional overseas markets.    HS strengthened 
its partnership with Visit Scotland by introducing 
a quarterly meeting to ensure we are maximising 
all partnership opportunities.  HS is  also an 
active member and funding partner in the Castle 
and Whisky Trail leaflet groups. 
 
Their work with  local communities included the 
introduction  in 2009 of site specific promotional 
offers and free days to tie in with local 
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community events.   HS also introduced a new 
joint ticket for Threave Castle and Threave 
Gardens with NTS. 
 
HS continues to be a member or attend over 40 
tourism, travel, marketing and destination 
management organisations. 
 
VisitScotland is also working with other 
stakeholders to develop Scotland’s offering in 
ancestral tourism, which has links to heritage 
and diaspora policies. 
 

Para 237: Furthermore, the Committee 
recommends that the Scottish Government 
and VisitScotland review the myriad of 
publicly-funded initiatives such as Pride & 
Passion, Hospitality Assured, Tourism 
Intelligence Scotland, Scot -Land of Food 
and Drink etc and declutter and streamline 
where necessary. 

Agreed.  The Government is keen to better align 
the support for the tourism industry and will 
consider what further steps should be taken on 
this.  However, many of the initiatives listed 
provide very useful support directly to the 
industry and are structured to ensure they focus 
on a specific task related to delivery of our 
tourism strategy.  Some of the initiatives, such 
as Pride and Passion, have been initiated by the 
industry itself, and then given some public 
funding; thus encouraging industry leadership 
and ownership - which are vital.  Some of the 
initiatives are industry-led and have functions 
which are wider than tourism (e.g. Scotland 
Food and Drink) and it may not be appropriate to 
change their constitution or merge them with 
other tourism initiatives.  Others, such as 
Hospitality Assured, are proven business 
development tools and are well-used by the 
sector. 
 

As originally set out in the Government’s 
response, many of the initiatives listed provide 
very useful support directly to the industry and 
are structured to ensure they focus on a specific 
task related to delivery of the tourism strategy.  
However all the public bodies have worked 
together to review these groupings and have 
created a more streamlined delivery of tourism 
functions. Pride and Passion, Sustainable 
Tourism Partnership  and Tourism Innovation 
Group have ceased to operate. Some of their 
resources, for example newsletters, and 
learnings can be taken forward by Tourism 
Intelligence Scotland, Scottish Tourism Forum or 
the Tourism Leadership Group.  
 
In the HIE area business support tools such as 
Hospitality Assured have been widely used to 
drive growth with over 200 companies and is still 
considered a valuable diagnostic and growth 
framework for companies.  
 
Scotland Food & Drink are working very closely 
with the tourism sector and with a range of 
agencies helping bring more collaboration 
across sectors. 
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Para 238: As a quid pro quo for a greater 
clarity of functions within the public sector, 
the Committee recommends that the leading 
industry bodies consider whether a move 
towards a single, more unified trade body, 
speaking with one voice wherever possible 
would be beneficial to the industry. We 
believe firmly that it would. 

This is a matter for the tourism industry and the 
Government understands that the Scottish 
Tourism Forum is currently working to bring 
about greater industry leadership within the 
tourism sector. 

The Scottish Tourism Forum (STF) Board 
recognises that it is the only national tourism 
membership organisation that brings together 
the full spectrum of industry; its members 
include membership organisations, associations, 
groups and  individual.   
 
The new Tourism Leadership Group (which was 
brought together by STF), under the 
Chairmanship of Stephen Leckie of Crieff Hydro, 
is the single source of strategic leadership for 
the tourism industry in Scotland.   
 
The close working relationship between the 
Tourism Leadership Group and the Scottish 
Tourism Forum ensures that each is clear in its 
remit and responsibility. Both work to ensure that 
the industry benefits from both a strong strategic 
industry leadership group integrated with the 
well established and recognised national 
industry trade body. 
 
Membership of the Leadership Group is 
intended to ensure that there are strong 
connections with the industry “grassroots”, 
reinforced by STF, including representatives 
from Scotland’s main tourism destinations and a 
number of DMOs. 
 

Para 241: We recommend that the Scottish 
Government, through Scottish Development 
International and VisitScotland, moves 
rapidly towards the development of a 
national tourism investment plan and 
strategy that identifies gaps in provision (e.g. 
a new resort, new marinas, quality hotels 
etc), works towards clearing any obstacles to 
these in advance and aggressively markets 
these investment opportunities in Scotland 
and around the world. 

Agreed.  The Government welcomes the 
endorsement of the work already underway to 
establish a national tourism investment plan.  
The enterprise agencies and SDI are the main 
tourism infrastructure investment agencies for 
Scotland and they are working together with 
VisitScotland and the industry itself to develop 
the plan.  Work is currently underway to assess 
the future investment needs based on current 
and future markets, current and planned 
investment activity, where there may be gaps, 
and what action needs to be taken to address 

A national Tourism Investment Plan has been 
prepared by the key public agencies involved in 
Tourism which sets out the tourism related 
investment needs and opportunities which will 
support future sector growth.  These are set out 
around transport, accommodation, attractions 
and activities, conference and events 
infrastructure, Scotland’s national parks, the built 
environment and food and drink and were 
developed both in response to the current and 
future demands and expectations of Scotland’s 
customer base, and also to ensure that Scotland 
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theses.  For example, the full potential of the 
Aberdeen and Perth conference centres cannot 
currently be realised due to the lack of 
appropriate hotel accommodation.  Conferences 
which may have been attracted by the 
conference facilities are often forced to go 
elsewhere due to a lack of supporting 
infrastructure.  Similarly, new resort 
developments would help Scotland to attract 
more international visitors and business tourism 
visitors, both of which are high value sectors and 
whose growth is pivotal to the growth ambition. 
Significant industry and public sector 
consultation and support will be required over 
the coming months to ensure sufficient levels of 
buy-in to the concept and process of developing 
a single investment strategy. 
 

maximises its substantial tourism assets.  
 
This document has been shared with the 
Tourism Leadership Group.  
 
The Plan has also acted as the basis on which 
the agencies have progressed investment 
activity. SE, in support of its priorities in 
destination and product development has made, 
is making significant investment contributions to 
a number of projects including the development 
of the new arena at the SECC in Glasgow, the 
provision of new stands for the Royal Edinburgh 
Military Tattoo, the development of the new 
Forestry Commission Scotland visitor centre at 
Glentress and the construction of new pier 
infrastructure to support the development sailing 
on the west coast.  Such investments are 
complemented by work with industry groups to 
enhance the quality of the wider tourism 
experience which in many cases will also 
generate further private sector investment. 
 
The important role of tourism related inward 
investment featured prominently within the 
investment Plan and SDI through the delivery of 
its Tourism Inward Investment Strategy 
dedicates substantial resources to this area of 
opportunity.  
 
SDI, SE and HIE along with key Local Authority 
partners are active in identifying and promoting 
potential sites which can deliver credible 
hotel/resort/marina opportunities for the global, 
branded hotel/resort operator community 
supported by an industry standard SWOT 
analysis processes developed by SDI alongside 
experienced hospitality consultants. 
 
At the same time, a key area for SDI’s attention 
continues to be the cementing of relationships 
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with the global, branded hotel/resort operator 
communities who have a fit with Scotland’s 
aspirations as a high quality destination for 
incoming, higher-spending tourists.  It is this 
operator interest based on their market 
segmentation which is matched with the site-
specific opportunities mentioned above. 
Substantial resources are also allocated by SDI 
towards deepening engagement with the UK / 
Scottish hotel and resort development 
community who can deliver turnkey projects on 
behalf of the major hotel/resort brands.  
 
SDI is now concentrating on sourcing 
international finance for hotel and resort 
development given the partial withdrawal of the 
major banks from the provision of development 
finance in this area.  The situation has also been 
exacerbated by the move by major, branded 
hotel/resort operators, who nonetheless remain 
the key component of all investment projects, 
away from owing/leasing property toward a 
position of managing developments by means of 
Management Contracts on behalf of 
owners/developers.  This SDI activity directly 
addresses the main economic challenges faced 
by the industry over the foreseeable future in an 
extremely competitive marketplace which has 
moved to lower risk investments such as 
distressed assets, and tourism developments in 
the key gateway capital cities.  
  
Partnership plays a particularly important role in 
the attraction and delivery of inward investment 
projects. The timescales for completion of a new 
hotel/resort development project are likely to be 
in the order of three to five years.  As a 
fundamental stepping stone, planning 
permission needs to be in place before a 
package involving hotel operators, developers 
and financiers can be assembled.  All of the 
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public sector agencies involved are now working 
more closely to deliver against the above shared 
targets. 
 
Facilitation of partnerships on specific projects 
and relationships between the key private and 
public sector organisations continues to be a 
major role for SDI in its hotel and resort 
development activity, as the successful delivery 
of SDI’s Tourism Investment strategy is highly 
dependent on collective ownership, commitment 
and partnership around the major investment 
requirements and opportunities which can 
support industry growth. 
 
The private sector role, both in supporting SDI’s 
tourism investment strategy and in making direct 
investment cannot be underestimated.  There is 
a role for the private sector to “champion” the 
investment priorities both amongst their 
business colleagues and with key public 
agencies who have a role to play in delivery. 
 

Para 242: We further recommend that the 
Scottish Government and VisitScotland 
review the workings of the Austrian and 
Swiss tourism investment banks to see 
whether such an initiative could be part of a 
new national tourism investment plan (see 
paragraph 87). 

Agreed.  VisitScotland is conducting research 
into the Austrian and Swiss tourism investment 
banks, with particular interest in the Austrian 
example given the similarities between the 
Austrian and Scottish tourism industries in terms 
of the scale, ownership and location of 
accommodation providers and in terms of the 
size of the industry and its importance to the 
local economy.  The Government in Austria has 
made a clear commitment to the tourism sector 
via the development and partnership funding of 
the Austrian Bank for Tourism Development.  
VisitScotland is also looking at the arrangements 
in Switzerland and will report to the Government 
in due course 

Joint work undertaken by SE, HIE, SDI and VS 
examined the workings of the Austrian and 
Swiss tourism investment banks and considered 
the nature and scale of the investment issues 
being faced by tourism businesses within 
Scotland. Whilst the review concluded that the 
Austrian and Swiss banks was not replicable 
within Scotland, a number of recommendations 
were made as to how the sector could be better 
supported to access investment funding.  
 
The main action is the approach currently being 
developed by SE which will provide access to 
SE company growth products and services to a 
wider group of companies who are particularly 
important to the delivery of growth within the key 
sectors set within the Government Economic 
Strategy. This approach offers the potential for a 
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greater number of tourism companies to access 
products such as Investor Readiness where this 
can support a business’ growth ambitions. 
 
SDI is also playing an important role in relation 
attracting investment funding to Scotland in 
support of tourism development. SDI has 
appointed specialist consultants to support 
Scottish hotel developers with the preparation of 
a short, concise, market ready investment brief 
to attract further external investment into their 
hotel development projects.   
 
Additionally, SDI is currently working through a 
programme of investment discussions with an 
identified portfolio of Hotel Investment Funds in 
the East Coast USA, Germany/Switzerland/ 
Austria, the Middle East, Hong Kong, Malaysia 
and Singapore, to better understand their 
investment requirements and the type of tourism 
property deals in Scotland which could attract 
their investment interest. The aim of the exercise 
is to match targeted international investors with 
appropriate projects from the portfolio of nascent 
Scottish Hotel/Resort and Tourism real estate 
projects with which SDI is engaged. 
 
More locally, the SE and SDI are examining the 
scheme guidelines to ascertain to which extent 
RSA can be used for Tourism Investment 
Projects. Examples of the use of RSA for 
accommodation projects elsewhere in the UK 
are being examined, and consideration is being 
given to the further development of guidelines 
which would allow RSA to be used in an area 
which has traditionally not been eligible for this 
type of funding.  
 

Para 243: We recommend that the Scottish 
Government, with the Scottish Funding 
Council and through Futureskills Scotland, 

Agreed. As part of the Government’s programme 
for modernising the planning system we are 
working with stakeholders, including the Royal 

The Scottish Government sees an efficient, 
outcome-focused planning service as being 
essential to the delivery of investment in good 
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look at this issue as a matter of urgency and 
work with the Royal Town Planning Institute 
and local government to see what can be 
done in the short-term (e.g. sharing of 
services) and the longer-term (e.g. improved 
terms and conditions offered for these key 
workers, better training etc). 

Town Planning Institute, planning authorities, 
COSLA, the development industry and course 
providers, to examine the most effective means 
by which access to planning and specialist skills 
can be maximised in the planning system. 
 

quality developments in Scotland.  To that end, 
we are carrying out a wide programme of work 
to ensure the planning service is properly 
resourced and skilled, and priority given to 
actions that will enable a well-functioning 
planning system.  Specifically the Government 
has: 
 
• published the consultation paper 

“Resourcing a High Quality Planning 
System”, which explores the factors and 
actions which influence and comprise a 
high-performing planning service.  The 
consultation also discusses some options for 
changing the structure for calculating fees to 
planning authorities to accompany planning 
applications, so that authorities can be more 
effectively resourced and focused on the 
quality of the service they provide. 

 
• issued an establishment survey to all 

planning authorities and other public sector 
planning stakeholders, including the Scottish 
Government itself.  This survey will clarify 
the current make-up of the public sector’s 
planning workforce, including information on 
the numbers of qualified and unqualified 
planning staff and details of their duties, 
particularly the proportion of staff engaged in 
development planning and development 
management roles.  The survey also seeks 
information about staff recruitment and 
retention over the last 2 years, along with 
details about skills training undertaken and 
actions to tackle remaining skills gaps. 

 
• We have continued to provide funding to 

the local government Improvement Service, 
to support training and development for local 
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authority staff and members with planning 
responsibilities.  The current grant period for 
the PDP finishes at the end of March 2011.  
Discussions are currently underway with the 
IS and COSLA on the future of the 
programme. 

 
• Over 70 people had attended a 

programme of 2 day placements that have 
been running for over a year, for planning 
stakeholders to come to the Government’s 
Directorate for the Built Environment. We 
have also facilitated a pilot scheme of staff 
development to encourage other cross 
sector work placements.  In 2010 we also 
run a 4 day course which we provided for 30 
recent planning graduates to bridge any gap 
between education and practice.  DBE sit on 
the RTPIs Planning Education Forum and 
will discuss with them and other members 
ways to support planning graduates further. 

Para 246: The Committee recommends that 
the Tourism Minister works alongside his 
Government colleagues and key agencies to 
declutter and rationalise the provision of 
education, skills and training in the sector 
and reprioritise the resources towards a 
system that is demand-led, enjoys the 
support of the industry and which offers a 
smaller number of industry-approved and 
government-certified courses delivered by a 
limited number of centres with a geographic 
spread.  

Requires further investigation.  The 
Government’s skills strategy, Skills for Scotland, 
recognises the need to develop a demand-led 
skills system which is responsive to the needs of 
employers and individuals.  It supports the use 
of a sectoral approach in achieving this and 
looks to Sector Skills Councils (SSCs), such as 
People 1st for the Tourism industry, to articulate 
employers’ skills needs and work with education 
providers and national agencies to address 
these.  People 1st is already working with Skills 
Development Scotland (SDS) to ensure 
demand-led skills interventions which best suit 
the needs of the industry.    
 
While it is not the role of the Scottish 
Government to decide which qualifications or 
courses should be provided by colleges, 
universities and private training providers, we do 

In response to the Committee’s 
recommendations, the Minister for Schools and 
Skills established a short-life task Group in 
November 2008 to consider the Committee’s 
concerns on tourism skills.  Following the report 
of the Skills Task Group (in 2009) a Tourism 
Skills Action Plan was prepared by an industry-
led group and underwent wide consultation 
within the industry and with education providers.   
 
In October 2010 the Scottish Government 
published a refreshed Skills Strategy. This sets 
out a flexible, responsive, partnership approach 
to addressing Scotland’s skills needs and 
improving economic performance across all 
sectors. Simplifying the skills system and 
ensuring the provision of skills matches the 
needs of employers are priority themes. 
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believe there is a need for further consideration 
of the Committee’s concerns about the volume 
and relevance of provision.  The Scottish 
Government will convene a meeting of People 
1st, the Scottish Tourism Forum, the Scottish 
Funding Council, Skills Development Scotland, 
the Scottish Qualifications Authority and the 
enterprise agencies to take this discussion 
forward. 

The Scottish Tourism Forum and People 1st 
have been working in partnership with the 
Institute of Hospitality, VisitScotland, SDS, 
Springboard and Hospitality Industry Trust 
Scotland, to form a new industry  led National 
Skills Group to act as the authoritative industry 
voice on the current and future skills needs of 
the tourism sector. Working under the banner of 
the Tourism Framework for Change Strategy 
they published their skills strategy in March 
2010. The five-year strategy, which is supported 
by the Scottish Government, focuses on 
increasing the number of young people and job 
seekers into the industry, increasing the uptake 
and profile of Modern Apprenticeships in the 
sector, and raising the skills levels of those 
entering and working within the sector. The plan 
also focuses on improving and simplifying 
employer access to up-to-date information on 
qualifications and skills provision for the sector. 
 
On behalf of the Skills Group, SDS has 
commissioned research to undertake a literature 
review of research relating to skills, identify gaps 
in information, and help develop a performance 
monitoring framework for the skills strategy. 
 
SDS is continuing to develop a new  Sector 
Skills Gateway resource.  A pilot Gateway has 
been delivered for the finance sector and SDS is 
consulting with each of the key sectors around 
what is most appropriate for them.  SDS is also 
developing an on-line resource for individuals 
called  My Learning Space which will have a 
distinct section focusing on the tourism sector 
and signposting individuals to other 
organisations where appropriate.    In addition, 
the UK Skills Passport (UKSP) by People 1st  
provides a guide to the various career-paths in 
the industry as well as details of companies 
recognised as Good Employers. 
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People 1st , the sector skills council for 
hospitality, leisure, travel and tourism, is working 
closely with employers, awarding bodies, 
learning providers and education to ensure that 
provision is industry led and that opportunities 
for industry investment in learning are explored. 
Consultation on national occupational standards 
for all jobs across the sector has been ongoing 
to ensure the basis of qualifications and 
programmes is fit for purpose. Work with the 
professional associations, including the 
Federation of Scottish Chefs and the UK 
Housekeepers Association, is also underway to 
establish industry approved ‘pathways’. The 
People 1st UK Skills Passport website 
demonstrates these pathways and links the skill 
sets in each and every job role to business tools 
for development . It offers training suggestions, 
qualification and provider guides and support for 
in-house training.  
 
SDS continues to organise events with 
Scotland’s Colleges to raise the profile of 
industry needs and to encourage closer links 
with the industry. 

Para 247: Furthermore, we recommend that 
part of this rationalisation should include a 
move towards the establishment of a small 
number of hotel schools along the lines of 
the high-quality models used in Austria and 
Switzerland (see paragraph 87). Emphasis on 
craft and technical skills is critical. Some 
degree of public support and funding will be 
necessary to establish these but they must 
be led by the private sector. 

Agreed in principle.  The Government is pleased 
that the tourism industry is taking the lead in  
discussions around proposals for an industry led 
and funded hotel school.  Officials are engaged 
with those in the industry who are developing 
this proposal to explore how hotel schools could 
add value to existing provision for the industry.  
We understand that a business plan will be 
available in late October/early November for 
presentation to potential investors.  While any 
development will focus on the specific needs of 
Scotland, it may look to draw on the experience 
of Austria and Switzerland in developing similar 
initiatives. 
 

In 2009, Scottish Enterprise and the Scottish 
Government funded a feasibility study to help 
define the ambition put forward by leading 
industry figures to establish an industry-led 
Tourism and Hospitality School for Scotland.  
The original focus of this plan had been for a 
Hotel school (as suggested in the EET Inquiry 
report). The industry working group agreed that 
what is needed is a programme offering the very 
best in leadership development, thereby creating 
a cadre of leaders for the industry who will in 
turn create new businesses and move existing 
businesses to new levels of productivity, 
innovation, sustainability and profit.  The group 
has since then been developing this plan which 
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is reaching fruition.  The Scottish Funding 
Council has agreed a funding application from 
Strathclyde Business School, the primary 
industry academic partner for this activity.  
Course materials from the international 
academic partners have been finalised and 
approved by the accrediting body.  Collateral to 
launch and take the product to market are in 
development.  The  Masters course, which will 
accommodate up to 25 students, has a target 
start date of late 2011.  More details will be 
available shortly. 

 

North Highland College completed, in 
September 2009, conversion of the former 
Burghfield House Hotel, Dornoch, into the 
North Highland Centre for Hospitality and 
Tourism.  The Centre is run as a fully 
operational training hotel. 

 
People 1st are working with several employers 
and professional associations on Academy style 
models of delivery. These are currently based on 
National programmes such as the Modern 
Apprenticeship but have embraced other 
commercial aspects for example Montpeliers 
‘FLOW’ programmes and the Tennants Training 
Academy. People 1st will continue to offer 
support with development and technical aspects 
such as credit rating and mapping.  
 

Para 249: We would also recommend that the 
Scottish Government, working alongside the 
trade unions and others, give serious 
consideration as to how we can improve the 
knowledge and understanding amongst 
careers advisers and teachers about the 

Agreed.  The Scottish Government recognises 
the important role of career advisors.  Skills 
Development Scotland will work with the tourism 
industry to see how best it can be supported by 
careers advice.  SDS Careers is working with 
various bodies to gather and disseminate labour 

The Scottish Government recognises that the 
pursuit of sustainable economic growth 
demands that we encourage and support 
individuals to access learning and employment 
in a manner that is right for them, including 
giving more intensive support to those who need 
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opportunities offered by the hospitality and 
tourism sectors. The use of short-term 
industry secondments for careers advisors, 
perhaps compulsory, would be one such 
example. 

market information to staff and teachers via the 
Careers Scotland website.  On behalf of the 
Scottish Government, SDS manages the teacher 
placement programme and has developed 
industry placements for teachers in 
tourism/hospitality e.g. 27 teachers in 
tourism/hospitality placed in 2007-2008 including 
in various major hotels and restaurants and 
resort centres.  In schools, SDS Careers work 
proactively with teachers and young people 
providing expert career information, advice and 
guidance in specific career paths as requested, 
including running Jobs Fairs thus supporting the 
delivery of A Curriculum for Excellence.    
 
The Scottish Government recognises the 
importance of workplace learning and the unions 
have a key role to play in developing this which 
is why we have allocated record levels of 
funding to support Scottish Union Learning. 

most help.   
 
The Scottish Government will publish a Career 
Industry Advice and Guidance Strategy in winter 
2010/2011.  The overarching aim of the Career 
Information, Advice and Guidance (IAG) strategy 
is to drive the redesign and improvement of 
Career IAG delivered primarily – but not 
exclusively – by SDS.  Whilst re-asserting the 
Government’s commitment to the provision of 
universal careers services, it will place an 
emphasis on self-help - through developing the 
career management skills of individuals and 
web-based delivery, with face-to-face and more 
intensive support for those who need it most. 
 
For effective career IAG delivery, it is important 
that practitioners have access to appropriate 
continuous professional development.  Career 
practitioners will need to develop a greater 
knowledge and broader understanding of the 
many successful and growing, existing and 
emerging sectors in the Scottish economy, with 
new ways of working and technological 
advancements as well as with different and more 
flexible training and qualifications options. 
 
In order to support the wide variety of staff 
involved, in different ways, in the provision of 
Career IAG, such as teachers, training 
providers, youth work practitioners and social 
workers etc, partners should consider 
opportunities for joint CPD and sharing of 
experience and expertise across learning 
environments and support structures.   
 
SDS has run a number of sessions for Careers 
Advisers and Skills Investment Advisers across 
Scotland updating them on opportunities within 
the sector and the key skills issues and gaps.  
On 8 February 2011, SDS is also delivering an 
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event for key influencers (including teachers, 
careers staff, Jobcentre Plus staff) in Glasgow in 
partnership with Glasgow Service with Style. 
 
SDS and Scotland’s Colleges held a joint 
consultation event in June 2010 with over 24 
colleges represented and People 1st held a 
similar event with work-based providers.  The 
outcomes were a series of actions to be taken 
forward under the themes of the skills strategy.  
Members of the National Skills Group have since 
met with Scotland’s Colleges to explore the key 
actions that the FE sector can take forward to 
support the implementation of the skills strategy. 
 
Springboard is taking action to deliver the 
“improving appeal of the sector” theme and 
arranges many placements for teachers into 
hospitality businesses to help ensure they 
understand what the sector can provide. 
 
The industry in conjunction with STF is looking 
to initiate activity at all levels to demonstrate the 
exciting career choices the sector has to offer. 
These will include a series of industry days for 
careers advisors, schools, students and 
additionally ‘open doors days’ for general public 
to experience life inside the industry. These are 
due to commence during Scottish Tourism Week 
in 2011 and will be part of an on going campaign 
over the next year.  
 
People 1st’s UK Skills Passport website offers 
extensive information on careers and jobs within 
the sector and is to be re-launched in March 
2011 with additional capabilities such as 
Training Needs Assessment and skills sets. 
Working with SCQF and the professional 
associations ,skills pathways have been 
developed for professional cookery and 
housekeeping which will link the information on 
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job roles, individual characteristics, skillsets, 
qualifications, providers etc.  
 

Para 250: Furthermore, we recommend that 
the Scottish Tourism Forum and other 
leading industry bodies send out a strong 
message to employers that we can ill afford 
to continue with examples of poor practice in 
terms of pay and conditions (e.g. split shifts). 
The Committee believes that we must 
highlight the examples of good practice, 
offer more role models and also learn from 
the experiences of other comparable sectors 
such as retail.  

Agreed.  The Government supports moves by 
the Scottish Tourism Forum and the wider 
industry sector to highlight the benefits that 
examples of good practice in employment can 
bring.  Groups such as Pride and Passion, which 
work closely with the industry, and are industry-
led, are working to communicate the best ways 
for businesses by means of role models and 
mentoring to encourage businesses to treat their 
staff well and encourage exemplar customer 
relations.  Other important groups with a role in 
this issue are Springboard Scotland and the 
Hospitality Industry Trust. 

SDS and People 1st have delivered a range of 
sessions promoting workforce development to 
small employers and in particular promoting the 
Flexible Training Opportunities fund, delivered 
by SDS, to the sector (more detail offered under 
para 251 on the scheme).  SDS has also 
delivered similar  information sessions to tourism 
employer groups across the country. 
 
Scottish Tourism Forum has informed the 
Government that it continues in its role of  
raising awareness of the commercial  benefits of 
ethical HR practises leading to increasing 
commercial viability meeting the ever increasing 
demands from the consumer. It is clear 
businesses with a real commitment to staff 
development can demonstrate increasing levels 
of support for their offer in any user generated 
feedback sites such as TripAdvisor providing 
long term sustainability for the business. 
Through Open Meetings & Scottish Tourism 
Week held by STF and through regular industry 
communications reaching directly to its 
membership, reaching over 19,000 contacts the 
direct commercial importance of clear leadership 
over good HR and staff development practise 
are vital for future success across Scotland as a 
destination. 
 
People 1st investigated skills utilisation through 
the ‘Working with Attitude ‘ project in 2010 and 
as part of this conducted over 70 interviews with 
Housekeepers. This work is being further taken 
forward in 2011 with the emphasis on better HR 
practices supported by tools within UK Skills 
Passport. 

Para 251: Finally, we recommend that the 
Scottish Government reconsiders the 

Agreed.  The Government has asked Skills 
Development Scotland (SDS) to develop and 

Modern Apprenticeships  for hospitality and 
tourism have increased in recent years as 
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provision of adult modern apprenticeships in 
tourism and agrees to revisit the issue of 
funding if indications of a greater demand 
are apparent. In that respect, we suggest that 
a sustained, industry-led campaign to 
encourage greater demand of the courses be 
launched. 

deliver real change in Scotland’s skills 
performance for the benefit of individuals and 
employers, ensuring that our skills interventions 
continue to meet the needs of individuals and 
employers in Scotland.  The Scottish 
Government in partnership with SDS has now 
begun work on future business model 
development for SDS.  The Scottish Tourism 
Forum will also encourage industry (and  
employee) demand for attendance on courses. 
 
SDS is consulting with training providers and 
People 1st to get the views of employers and 
training providers on the potential for 
improvements in training provision.  This 
consultation exercise is intended to ensure that 
the most appropriate training interventions, 
which may not be MAs, are funded to meet 
employer’s demands for enhanced workforce 
development provision.  It is likely that SDS will 
begin to phase in changes to delivery from 
financial year 2009-10. 

additional funding has been provided. 
Total numbers are: 
2007-08  1472 
2008-09  511 
2009-10  1653 
2010-11  2465 (allocated) 1,181 uptake to end 
Sept.  
 
The “Flexible Training Opportunities” programme 
is for businesses with 150 employees or fewer 
and provides up to £500 per employee towards 
training costs for up to 10 training episodes per 
business, including the tourism sector.  The fund 
continues to be delivered and marketed to 
businesses resulting in increased take-up within 
the sector.  The programme has also been 
marketed through People 1st, Visit Scotland, 
Scottish Tourism Forum, Chambers of 
Commerce, Federation of Small Businesses, 
and other industry professional bodies. 
 
The Scottish Government provides funding for 
adult apprenticeships in key sectors (as 
identified in the Government Economic Strategy) 
including Food and Drink and Tourism 
 
Targeted Pathways was introduced by SDS in 
November 2009 as a direct response to the 
economic climate.  The programme is targeted 
at school leavers who want to enter employment 
and is focussed on sectors where sustainable 
job opportunities exist 
 
 

Para 253: In relation to tourism information 
centres (TICs), we recommend retention of 
broadly the same number but with a move 
towards such centres offering not only local 
information but also providing the visitor 
with up-to-date information and advice on 
events, attractions and tourist opportunities 

Agreed.  VisitScotland’s Tourist Information 
Centres (TICs) remain an important element of 
the visitor information network.  A key aim of 
VisitScotland’s recent restructuring was to more 
effectively integrate pre and post arrival 
marketing activity in order to create a more 
seamless customer experience, maximise the 

VisitScotland operates over 100 VisitScotland 
Information Centres (VIC) across Scotland. 
Following consultation and research as part of 
an overall review of the network, VisitScotland is 
continuing its programme of VIC  modernisation.  
VICs at Fort William and St Andrews have 
undergone major modernisation, VisitScotland 
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from all parts of Scotland. value to Scotland of every visitor trip and create 
ambassadors for Scotland who want to return 
time after time. 
 
Essentially, improved information provision is 
seen as a key driver to increasing visitor spend 
and therefore contributing to the revenue growth 
ambition.  VisitScotland is currently undertaking 
a review of the TIC network, with a view (i) to 
determining where investment is required; and 
(ii) ensuring greater synergy between the 
marketing activity and the look and feel of TICs.  
It is also exploring new channels of information 
provision, e.g. SMS messaging, and exploring 
opportunities to take information to our visitors, 
e.g. at events where there will be mass 
audiences.  VisitScotland also recognises the 
need to work more closely with tourism 
businesses to help them deliver information to 
visitors. 

has also worked in partnership with the 
Cairngorm National Park Authority to upgrade 
three VICs in the Park - Aviemore, Braemar and 
Ballater.  They hope to carry out similar work to 
the two remaining VICs in the Park shortly - 
Grantown-on-Spey and Crathie, which is a 
Partnership Information Point. 
 
A number of other VICs have been refurbished 
to a lesser extent.  Feedback from customer 
surveys are already indicating that this 
programme is successful with comments that 
new centres are clearly signed, provide a warm 
welcome and that information is easy to find - 
these were all previously criticisms of the 
network.  There is also high usage of the free 
internet terminals now being installed at VICs 
centres as part of the refurbishment - this is in 
response to visitor requests that a mix of 
technology and people be available. 
VisitScotland continues to work with local 
businesses and has increased the number of 
partnership VICs to 26.  Many of these 
partnerships have meant that towns across 
Scotland have retained a VIC despite funding 
from the local authority being withdrawn. 
 
With the integration of the Area Tourist Boards, 
the VisitScotland Information Centres are now all 
equipped to deal with enquiries about the whole 
of Scotland.  VisitScotland research has shown 
which VICs tend to have requests for information 
about other parts of Scotland and these VICs 
are particularly well stocked with information 
about all of Scotland but every VIC can respond 
to enquiries. 
 

Para 254: With respect to VisitScotland.com, 
we believe that the current business model is 
patently flawed and obsolete. We 
recommend that this is rethought, focusing 

Agreed in part.  Visitscotland.com has been a 
success, bringing £65M and over half a million 
bookings to tourism businesses since it started.  
Recent changes show that visitscotland.com has 

VisitScotland has embarked on a new four year 
Digital and Media strategy.  The development of 
the VisitScotland.com website is an integral part 
of this strategy. The Strategy has been reviewed 
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on information provision and a 
comprehensive, free listing service and does 
not attempt to provide accommodation 
availability and booking services directly to 
users but refers them on. We further 
recommend that the Scottish Government 
investigates whether additional resources 
can be provided to move towards the free 
provision of software for companies to be 
web-enabled and the extra training and 
support that will be necessary. 

responded to calls by the industry for change.  
However, the Government recognises that the 
sector has developed and evolved and that the 
visitscotland.com website concept and business 
model need to change further.  Research shows 
that many more consumers now prefer to search 
the web for options themselves and there is less 
demand for a telephone and brochure request 
service.  VisitScotland has therefore entered into 
discussions with other stakeholders to consider 
how the website can be changed to meet today’s 
demands on it, e.g. with more emphasis on 
information rather than commercial 
opportunities, and by connecting customers 
directly with tourism businesses. 
 
In relation to software and training, SE and HIE 
are currently running a second annual 
programme of e-business workshops for tourism 
businesses, in conjunction with Scottish Tourism 
Forum. 
 

and approved by the VisitScotland board and its 
industry steering group which has representation 
from online booking providers, major hotel 
groups, ASVA (Association of Scottish Visitor 
Attractions)  and Scotland’s Best Bed & 
Breakfasts Group who represent over one 
hundred 5 star bed and breakfasts in Scotland. 
This approved direction for digital and media 
activity will result in a world class tourism 
website with rich up-to-date content.  The site 
will feature a centralised database for Scotland, 
providing consumers with a single digital 
gateway enabling them to experience all 
Scotland has to offer, i.e. the website will move 
from being an accommodation site to a site rich 
with information on all of Scotland’s products.  
The site will also allow us to build trust with 
Scottish businesses through accurate reporting, 
simple and effective extranet systems and a 
digital platform that presents their products and 
services to visitors in the most effective way. For 
Scottish businesses it will mean a core relational 
database allowing easy updates to their 
information, including photos, offers and other 
digital channels via an extranet system. 
 
VisitScotland is working with industry groups and 
key stakeholders to ensure that an effective 
accommodation system is developed as an 
integral part of the promotion of Scotland. 

Para 258: With regard to Homecoming 2009 
specifically, we recommend that the Scottish 
Government reconsiders the plans and 
explores all funding options to enhance the 
programme, which could include financing 
events that were not successful in attracting 
support in the recent application round. We 
urge the organising bodies to focus on 
collecting and collating data on the overseas 
visitors that come to Scotland for 
Homecoming 2009 and to build up a 

Agreed.  The Government believes that 
Homecoming Scotland has the potential to 
deliver significant economic benefit for Scotland, 
and that the programme of events which has 
been launched is impressive.  However, it is 
accepted that the budget is tight, and it is looking 
at ways in which it can be augmented.  
Examples are the secondment of full time team 
members from Scottish Enterprise and the 
Scottish Arts Council, and the announcement of 
a £250,000 fund for Homecoming by the SAC 

The independent evaluation of Homecoming 
2009 concluded that more than 95,000 
additional visitors were influenced to travel to 
Scotland,  exceeding its target by generating 
£53.7m in additional tourism revenue for 
Scotland in what was a difficult year for global 
tourism. 
 
Building on the success of Homecoming 2009, 
the Scottish Government has adopted an 
approach that will see a series of Focus Years 
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‘diaspora database’ for future use and 
marketing purposes. 

 
Unsuccessful event applicants were offered in-
kind promotional support through the 
Homecoming Partner programme.  The main 
legacy will a better diaspora database. 
 
EventScotland will measure and report on the 
economic impact of the Homecoming. 

running from 2010 to 2013 that will ensure co-
ordinated national activity that will spotlight some 
of Scotland’s great assets as we journey 
towards 2014.  The four Focus Years are 
centred on domestic and international tourism 
and the development of the events industry in 
Scotland and will celebrate our reputation as a 
land food and drink (2010/11), as an active 
nation (2011), as a place of culture and creativity 
(2012) and as a place of natural beauty (2013) 
 
During the Year of Food and Drink, 
EventScotland has worked with the events 
industry to raise the profile of Scotland as a land 
of food and drink, improve the quality of the food 
and drink offering at events and increase joint 
working between the events and food and drink 
industries.  EventScotland supported and funded 
many events across Scotland. VisitScotland  UK 
and International Marketing activity featuring 
food & drink has reached around 24 million 
people, with estimated value of £1.3m. 
 
UK and International PR has achieved coverage 
of food & drink articles to a value of £10.4m with 
a circulation of 170 million. 
 
With the launch of the Year of Active Scotland, 
VisitScotland launched a new Active Scotland 
Growth Fund to help DMOs and the adventure 
sector get involved in Active Scotland by 
providing funding for marketing projects on the 
active theme.  There is a fund of £150,000 which 
will be available to successful groups of 
businesses on a match funding basis.  Events 
provide an excellent opportunity to promote 
Scotland as an active destination and during the 
year EventScotland will be working with the 
events industry to identify and support ways in 
which visitors can take part in and enjoy events 
which promote Scotland to international visitors. 
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2014 will see the staging of a second Year of 
Homecoming starting in 2014 in which Scotland 
will again extend a warm welcome to the world 
to join our celebrations in a year in which the 
Commonwealth Games and the Ryder Cup will 
ensure the country is centre stage in world 
terms. 

Para 259: Additionally, we recommend that 
EventScotland revisit the issue of monitoring 
and evaluation and finalise, in conjunction 
with VisitScotland, a standard, national 
monitoring model for the evaluation of 
events. This model should focus on the 
quantitative impact of events. 

Agreed.  EventScotland currently uses a model 
for both pre- and post-event evaluation of 
tourism impacts.  This was developed in close 
cooperation with VisitScotland and is 
complemented by data from VisitScotland when 
required.  This model will be reviewed.    
EventScotland is also working with partners 
across the UK to develop a model for the 
measurement of socio-cultural impacts of 
events.  This will include culture, media, sport, 
health and environmental factors.   
 

The “Eventimpacts” toolkit  has been developed 
and published jointly by  EventScotland, UK 
Sport, VisitBritain, the London Development 
Agency, North West Development Agency, 
Yorkshire Forward and Glasgow City Marketing 
Bureau.  It comprises key guidance and good 
practice principles for evaluating the social, 
economic, environmental and media-related 
impacts associated with staging major sporting 
and cultural events. 

Para 260: Furthermore, with regard to the 
valuable lessons in terms of tourism and 
legacy issues that can be learned from the 
2012 Olympic Games being held in London, 
we recommend that the relevant authorities 
give serious consideration to long-term 
secondments of staff to London to work 
alongside key bodies there and then ensure 
that all the relevant bodies in Scotland are 
learning lessons for the 2014 Commonwealth 
Games. 

Not agreed.  The Scottish Government has 
established a Games Legacy Team to co-
ordinate the development and delivery of a 
Games Legacy Plan for Scotland from the 
London 2012 Games and, predominantly, the 
Glasgow 2014 Games.  Part of that work 
involves ongoing engagement with the London 
2012 Organising Committee and the UK 
Government to ensure we can secure all 
opportunities available to Scotland from the 
2012 Games (and indeed to learn any valuable 
lessons as we prepare to deliver our 2014 
Games).  That level of engagement is sufficient 
to take forward our general Games legacy co-
ordination work and there are no specific plans 
for long-term secondments of staff to the London 
2012 Games. 

Preparations continue for the 2012 and 2014 
Games and includes close liaison with 
organisations in Vancouver, Delhi and London to 
ensure that lessons are learnt from their 
experiences and Scotland can maximise the 
benefits and legacy from the Games. 
 
VisitScotland is working closely with VisitBritain 
to maximise the exposure of Scotland in the 
media in 2012 and will run tactical marketing 
campaigns before and during the event. 
Experience gained and material put together 
(e.g.High Definition footage) will be employed to 
maximise the tourism legacy from 2014. 

Para 266: We recommend that the Scottish 
Government and VisitScotland report back to 
the Committee in due course on its detailed 

Agreed.  This is a very important tourism policy 
issue on which much work is being done..  If we 
are to compete effectively with the other 200 

Scottish Enterprise (SE) continues to support the 
development of tourism in the six main tourism 
destinations in its area. This is focused on 
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policy as to how they will work with, and 
provide support to, destination-based 
organisations along the principles we have 
set out above. 

countries that are competing with Scotland for 
the same visitors, we must all pull in the same 
direction.  Both HIE and SE place considerable 
emphasis on successful destinations as a key 
strand of activity underpinning tourism growth 
ambitions, focused on improving the quality of 
the visitor experience in the main tourism 
destinations in Scotland.  SE has produced, in 
partnership with HIE and with input from 
VisitScotland, detailed guidance on destination 
development based on international best 
practice. . We support the development of 
properly focused and organised private sector 
led destination management organisations which 
ensure a consistently first class visitor 
experience. VisitScotland will support marketing 
by such organisations through its Growth Fund 
where this complements a clear emphasis on 
managing product delivery to the highest 
standards and where this fits with VisitScotland’s 
own national and local marketing strategies.  
However, VisitScotland does not support 
destination marketing organisations whose sole 
purpose is the promotion of an area without 
having the supporting, consistent management 
of the quality of experience. 

improving the quality of the visitor experience 
and includes support for the development of 
effective local industry / public sector 
partnerships, innovation and product 
development, events, skills and quality initiatives 
and a limited number of key capital investment 
projects, such as the new SECC arena. 
 
HIE continues to work with a range of 
destinations across the Highlands & Islands. Our 
focus is on destination development – a package 
of investment, advice, facilitation and leadership 
designed to grow the tourism economy. This 
approach is critical to improving levels of 
collaboration, innovation and industry leadership 
across the region.  
 
VisitScotland is working closely with a number of 
DMOs and has very recently announced a three 
year partnership arrangement with Cairngorms 
Business Partnership (CBP). The new 
arrangement will see VisitScotland working with 
the CBP to develop a three year business plan 
and a three year marketing plan.  The CBP will 
also be used to pilot digital and media initiatives 
and VisitScotland will work closely with the CBP 
to identify funding opportunities through, for 
example, the Active Growth Fund.  VisitScotland 
is also working on an outreach programme of 
events including a roadshow for the Chairman 
and Chief Executive, regional showcases and 
community events.  
 
The tourism agencies and the Scottish 
Government have worked together to clarify how 
each supports working with destinations, and 
this collaborative approach has extended to 
involving local authorities and the SLAED 
tourism sub-group. A joint Destination 
Development workshop was held in May 2010 to 
further align activities.  
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Following the Workshop, an agreed guidance 
note is now in place which sets out how VS and 
the Enterprise Agencies are working with 
destination based organisations. This approach 
will be reviewed on a regular basis to ensure 
that there is a clear rationale for intervention by 
the key agencies. 
 
A simplified version of the Destination 
Development Guide is currently being finalised 
by SE, VS and HIE for use on the Tourism 
Intelligence Scotland website. Through five 
logical steps that distil a range of best practice, 
this new online guide will enable destination- 
based groups to better achieve their key aims 
and objectives.  
 
There is representation from key DMOs on the 
Tourism Leadership Group and DMOs have 
been and will continue to be involved in 
consultations on the strategy refresh and its 
delivery. The TLG have recognised that for a 
‘Think National, Act Local’ tourism strategy to 
work most effectively will require a greater 
priority to be given to the work of the DMOs. 
 
 

Para 268: We recommend that the Scottish 
Governments gives improvements in this 
area a high priority as part of its efforts to 
grow the economy and improve our GDP. 

Agreed.  It is recognised in the Scottish 
Government’s Economic Strategy that an 
efficient transport system is one of the key 
enablers for enhancing productivity and 
delivering faster, more sustainable economic 
growth.   Scotland’s National Transport Strategy 
introduced 3 key strategic outcomes for 
transport in Scotland: 
 

• improve journey times and connections; 
• improve quality, accessibility and 

affordability;  and  

 Work to implement the National Transport 
Strategy continues, with a focus in the current 
financial climate on delivering the 
recommendations of the Strategic Transport 
Projects Review. 
 
Despite the challenging economic environment 
for the aviation sector, the Scottish Government 
has continued to push for new direct routes for 
Scotland.  We are particularly keen to secure 
new direct routes to the Middle East and the Far 
East and have had positive discussions with a 
number of the main carriers in the past 6 months 



 

 103 

• reduce emissions. 
 
The Government is continuing our partnership 
working with all air operators to deliver new 
direct international connections which help 
Scotland do business and make Scotland more 
accessible. 
 
Rail improvements already taking place across 
Scotland include implementing the Edinburgh – 
Glasgow Improvement Programme, which is a 
significant programme of sustained investment 
over a 10 year period.  It will lead to 
electrification of the route, the introduction of 2 
new fast services on that route with a journey 
time of around 35 minutes, electrification of 
services to Stirling, Dunblane, Alloa and 
Cumbernauld and a new surface link to 
Edinburgh airport through a new station at 
Gogar to connect with the Tram.  New and faster 
services between Glasgow Central and 
Edinburgh will also be introduced enhancing 
connectivity from the south west of Glasgow, 
including Glasgow and Prestwick airports.   
 
On timetable developments which allow better 
connections between rail and ferry, there are 
planned changes to the timetables on the West 
Highland Line from December 2008 to ensure 
that rail services to Oban and Mallaig provide a 
robust connection with the Mull ferry.  
Forthcoming enhancements to the timetable in 
the Far North Line and Kyle lines provide more 
services and better connections for passengers 
on these routes.  A similar enhancement in the 
Strathclyde area ensures a better connection 
between Wemyss Bay trains and ferries.   
 
For ferries, the Scottish Government has 
recently commenced a comprehensive review of 
lifeline ferry services.  Findings are expected 

providing them with detailed analysis of the 
opportunities that Scotland provides.   
 
We are also keen to see new direct routes to 
North America and will be speaking to a number 
of the main carriers during 2011.  Our current 
strategy is to keep Scotland at the forefront of 
the thoughts of airlines so that as the economic 
recovery gathers pace, Scotland will be placed 
at the front of the secondary airport queue. 
 
Improvements to rail services have been 
implemented since 2008 improving frequency of 
service in specific areas and enhancing 
connectivity within Scotland. 
 
-Including new and improved rail services on 
Edinburgh, Fife, and Dundee and Aberdeen 
introduced in December 2008 to improve journey 
time between major cities of Aberdeen and 
Edinburgh as well as to enhanced links for local 
stations. 
 
-Improved connections within Scotland with the 
Kyle of Lochalsh route and improved services on 
the line. 
 
-Introduction of the Stirling Alloa Kincardine 
service in May 2008. 
 
-Opening of Laurencekirk station in May 2009. 
 
-All rail services terminating at Ardrossan Town 
were extended to Ardrossan Harbour in May 
2009 to provide robust sailing connections. 
 
-Improved connection at Carlisle from the 
London Euston service to the last local services 
of the day from Carlisle to Dumfries. 
 
-From December 2009, new semi fast hourly 
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next Spring with a public consultation on the 
resulting strategy next Summer. The review’s 
aim is to develop a long term strategy for lifeline 
ferry services to 2026. The review will include a 
detailed appraisal of routes to determine 
whether a better configuration could be 
developed in response to calls for new and 
faster connections serving isolated communities 
and a review of fares structures.  In addition,  the 
Government has carried out a study into Road 
Equivalent Tariff (RET) and a pilot project on 
RET to the Western Isles will commence in 
October this year. 

service between Glasgow Central and 
Edinburgh serving Bellshill, Shotts, West Calder 
and Livingston South. 
 
-Also from December 2009 new improved 
frequency of 2 trains per hour between Glasgow 
Central and Kilmarnock. 
-Also from December 2009 new early morning 
services to enable earlier access to Scottish 
cities and earlier connections to services for 
London. 
 
- Commencement of Airdrie-Bathgate services in 
December 2010 with an introductory timetable.  
Intention is to enhance services as more of the 
new Class 380 trains, funded by the Scottish 
Government, are able to be accepted for 
operation on Ayrshire and Inverclyde routes, 
allowing the Class 334 trains currently used on 
these routes to be released for use on the 
Airdrie-Bathgate line.  
 
-ScotRail piloted a new direct Sunday service 
between Edinburgh and Oban for six Sundays in 
the summer of 2010. ScotRail intend to extend 
this to offer to 10 consecutive weeks in summer 
2011 (subject to confirmation from Network Rail 
that it can include the trains in the timetable).  
ScotRail will add a stop at Falkirk High to extend 
the offer further.  Summer 2010 was target 
marketed only whereas for Summer 2011 
ScotRail will market fully and tickets will be 
available from all retail channels. 
 
- the Stranraer timetable revisions from 
December 2011 have been finalised with the 
focus to improve rail provision in the area to 
meet local needs given Stena’s planned move 
from Stranraer to Old House Point on Loch 
Ryan. 
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Following the purchase of Norfolkline by DFDS 
the company took the view that it could not 
sustain the ongoing losses being generated by 
the Rosyth to Zeebrugge route. This loss was 
mainly attributed to the passenger element of 
the service (due in part to the inflexible 
configuration of the vessel).   They announced 
that from December 2010 the route would no 
longer carry passengers but would continue as 
an enhanced 2 vessel freight service. Although 
disappointed at the loss of passengers, Ministers 
welcomed the enhancement of the freight 
element. In addition, whilst noting that this was a 
commercial decision by DFDS, Ministers have 
pressed the company to keep the position under 
review with a view to seeing the return of a 
passenger service at a some point in the future. 
DFDS have publicly confirmed that they will do 
so, but any service would have to be 
commercially viable.  The steering group and 
freight sub group continue to meet and is 
working closely with the company. 
 

Para 269: The Committee recommends that 
the Scottish Government considers 
establishing destination marketing 
initiatives, targeting customers on potential 
new flights into Scotland. This would not 
involve direct subsidies to the airlines, but 
would involve clear branding and marketing 
and air route development. We would also 
like to see similar initiatives with the railway 
companies. 

Agreed.  VisitScotland already works in 
partnership with a number of airlines to 
undertake joint marketing activity to promote 
direct flights and thus connectivity to Scotland.  
Examples of recent partnerships include 
Continental Airlines where VisitScotland is 
currently in a five-year partnership with a spend 
of £4.3m for the US market and Easyjet with a 
£1m campaign attracting visitors from the 
London market which has previously been a 
difficult target market. 
 
VisitScotland also works with rail companies, 
including Scotrail and National Express.  For 
example, earlier this year VisitScotland ran a 
successful campaign with Scotrail promoting the 
sleeper route.  Such campaigns are aimed at 

VisitScotland continues to work in partnership 
with transport carriers to encourage new routes 
to Scotland and to maintain existing routes.   
 
Current partnerships include: 

• easyJet 
• Ryanair 
• Continental 
• Canadian Affair 
• Emirates 
• Scotrail 
• East Coast 
• Flybe 
• DFDS Seaways 
• Jet2 
• Lufthansa 
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dispelling the myth that it is difficult and costly to 
get to Scotland. 
 

• US Airways 
• Iceland Air 
• P&O Ferries 

 
VisitScotland’s joint marketing activity is 
designed to maximise the impact that a route 
can give in boosting tourism, with the following 
three main criteria: 
 

• Scope of market opportunity: current size of 
market and growth potential, plus fit with our 
product portfolio; 

• Scope of the service to drive up volume of 
inbound traffic: number of seats and % 
inbound; attractiveness of fare structure; and 

• Opportunity to make an impact in the 
market: current VisitScotland base of 
activity; active promotional investment of 
carrier. 

 
The partnership activity with airlines on existing 
or new routes includes: 
 

• All route information featured in promotional 
materials; 

• PR and trade campaigns; 
• Joint promotional campaigns (e.g. online,  

print, billboard, radio, direct marketing) 
 

Para 270: We were disturbed by the evidence 
received from some witnesses in relation to the 
pricing structure operated by Caledonian 
Macbrayne, which appears to discriminate 
against coach operators (see paragraph 221). 
We recommend that this is reviewed without 
delay. 

Not agreed.  CalMac's vehicle charges on its 
ferries are not based on a common price per 
lane metre used by the relevant vehicle. 
 Instead, the company's long-established policy 
is to classify a motor home as a private vehicle, 
with the charge for an 8 metre motor home set at 
1.5 times the rate charged for a standard length 
car, plus additional charges for the driver and 
number of passengers carried.   The company 
classifies mini coaches as commercial vehicles 
and charges at 75% of the relevant commercial 

The Scottish Government is committed to 
ensuring remote and fragile communities have 
direct links to the greater Scottish economy. 
 
The Scottish Government began in 2008 a 
comprehensive wide ranging review of all 
aspects of ferry services in Scotland.  The 
review is being undertaken to ensure there is a 
long-term ferry strategy to 2022 and beyond and 
includes all ferry services funded by the Scottish 
Government, Argyll & Bute Council, Highland 
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vehicle rate (including the driver), plus additional 
charges for passengers carried.  Accordingly, 
there is no direct correlation between motor 
home and mini coach fares, so the real 
difference in charges on individual journeys 
would also depend on the total numbers carried 
in each vehicle type.  The introduction of road 
equivalent tariff based fares following our 
proposed pilot study would have the effect of 
reducing very considerably the charges imposed 
for all vehicle types, but the Government has no 
plans to require the company to introduce a 
standard charge per lane metre. 

Council, Orkney Islands Council, Shetland 
Islands Council and private operators. 600 
written responses were received from 
organisations and individuals in respect of the 
2010 public consultation. Consultation 
responses, along with other evidence available 
will be used to inform the draft Ferries Plan, 
which along with a Strategic Environmental 
Assessment will be subject to a further period of 
consultation.  Thereafter a final Ferries Plan will 
be prepared and published. Timings for the draft 
Ferries Plan and Final Ferries Plan have still to 
be agreed. 
The Ferries Plan will ultimately make 
recommendations regarding: 

• Where investment should be focussed 
to make connections for island and 
remote rural communities better.  

• Improving reliability and journey times.  
• Seeking to maximise the opportunities 

for employment, business, leisure and 
tourism.  

• Promoting social inclusion. 
 
In response to concerns about the affordability of 
ferry travel and the impact that has on island 
economies the Scottish Government is carrying 
out a study into Road Equivalent Tariff (RET). 
The Government believe that RET is a good way 
to deliver cheaper fares for islanders, tourists 
and businesses.  The pilot exercise, which seeks 
to establish the benefits of RET, commenced on 
19 October 2008.  It will run until spring 2012 
(including the pilot extension announced on 31 
Aug 2010) on all the Western Isles to mainland 
routes, including Coll and Tiree.  It is vital that 
we allow sufficient time for a robust evaluation of 
the impacts of RET to inform decisions on the 
possible future roll out of RET across the Clyde 
and Hebrides and Northern Isles networks. A 
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decision on whether to roll out RET to other 
routes in Scotland will be taken later this year, 
once the final results of the pilot evaluation are 
available and have been considered by 
Ministers. 

Para 272: Finally, we recommend that the 
Scottish Government and relevant bodies 
organise an urgent summit with transport 
providers and visitor attraction companies, 
museums, galleries etc to see what further 
efforts can be made in terms of joint ticketing 
arrangements. We also recommend that the 
Scottish Government seeks similar 
arrangements in respect of better cross-
border ticketing provision. 

Not agreed.  Recently published Scottish 
Government research found that transport may 
not be amongst the most significant barriers to 
participation in cultural activity, such as time, 
cost and lack of interest.  However, transport is 
linked to these other barriers.  There are 
examples of good practice in providing public 
transport links to cultural sites, including the 
provision of public transport information and 
integrated ticketing and entry packages.  There 
are also some examples already of joint ticketing 
initiatives by tourism operators, such as that 
between the Scottish Seabird Centre at North 
Berwick and Scotrail.  Transport and Culture 
officials will consider this research and discuss 
how best to take these issues forward. In light of 
this there are currently no plans for a summit of 
cultural and transport interests. 
 

In a previous update the Scottish Government 
indicated that it, quite reasonably, expects the 
tourism industry to take the lead on this. We said 
that we would seek the industry’s guidance as to 
when the market is right for these initiatives to 
be developed further.   
ScotRail has encompassed all its offers with 
attractions under its Kid’s Go Free product.  
ScotRail regularly markets the Kid’s Go Free 
product including with reference to the 
attractions that can be visited using rail. 

ScotRail’s Kid’s Go Free product offers up to two 
children aged between five and 15 free travel 
with each adult who purchases a Kids Go Free 
ticket.  Travel is anytime at the weekend and on 
off-peak trains Monday to Friday and is not 
subject to availability.Customers can show the 
kid’s go free ticket and get a free child’s place 
with every full paying adult at the following 
attractions: 

Scottish Maritime Museum, Irvine 
Discovery Point – Dundee 
Sensation – Dundee 
Verdant Works  - Dundee 
Camera Obscura – Edinburgh 
Edinburgh Zoo 
Scotch Whisky Experience, Edinburgh 
Edinburgh Dungeon  
Glasgow Science Centre 
Hampden Experience and Scottish Football 
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Museum 
Sno!zone at Xscape,  
Loch Ness Centre and Exhibition Experience 
Highland Wildlife Park 
Sea Life Loch Lomond Aquarium 
Scottish Maritime Museum, Dumbarton 
Scottish Seabird Centre, North Berwick 
Deep Sea World, North Queensferry 
Old Town Jail, Stirling 
National Wallace Monument 
 
There have been various other joint ticketing 
arrangements between transport operators and 
attractions over the years. Feedback from the 
industry indicates that joint ticketing can be a 
very big project for businesses to commit to for 
variable results.  
 
Many visitor attraction providers work with 
transport providers on marketing.   
 
Scotrail and some ferry companies offer a Rail 
and Sail ticket, which allows passengers to 
purchase one ticket for train and ferry journeys. 

Para 273: We recommend that a condition of 
receipt of the free software and training are 
agreements by all the different tourism 
businesses to collect and supply a limited 
amount of visitor statistics to VisitScotland 
on a regular basis. 

Agreed in part.  The Government agrees with 
the need for better tourism data from businesses 
as well as from visitors.  SE is currently 
developing a new tool for businesses for 
gathering and utilising customer feedback.  Part 
of aim of Tourism Intelligence Scotland, set up 
under the tourism strategy, is to promote the 
gathering and sharing of customer intelligence 
and feedback across industry.   
 

VisitScotland gathers statistical data on tourism 
from various sources including through business 
surveys (e.g. the ongoing accommodation 
occupancy survey and occasional specific 
surveys to investigate specific issues). 
  
To assist and encourage tourism businesses to 
collect and use customer feedback information, 
a practical guide has been developed by SE, 
HIE and VS working closely with the industry.  
“Listening to Our Visitors” was launched in 
March 2009.  Over 9,000 copies of the practical 
guide, have now been distributed through 
Tourism Intelligence Scotland. 
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Delivery of the workshop activity continues with 
three workshops delivered so far across the 
lowland Scotland area and a further 10 planned 
before the end of March 2011. 
 
Tourism Intelligence Scotland (TIS), SE, HIE 
and VS are working with industry to improve the 
sharing of customer intelligence across the 
industry.  
 
Building upon the current web and resource 
based activity, the TIS 'Business Engagement' 
activity is now well established and delivering a 
range of presentations and targeted intelligence 
sharing and gathering as we move from raising 
awareness of TIS the project into to a deeper 
engagement with businesses and influencers on 
the content of TIS. 
 

Para 274: Furthermore, the Committee 
wishes to see key data, such as the 
international passenger survey, record all the 
relevant international visitors to Scotland 
through all major ports of entry, specifically 
including Aberdeen airport 

 Aberdeen airport is now included within the 
International Passenger Survey and was 
included in the 2009 data. 
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Minister for Enterprise, Energy and Tourism 
Jim Mather MSP 
 
 
T: 0845 774 1741 
E: scottish.ministers@scotland.gsi.gov.uk 
 

 

lain Smith MSP 
Convenor 
Economy, Energy and Tourism Committee 
The Scottish Parliament 
Edinburgh 
EH99 1SP 

___ 
11th February 
 
 
 
Dear Iain, 
 
Please find attached an update of progress against the Committee’s recommendations 
coming out of the Trade and Investment Inquiry.   
 
As I said in the debate in Parliament, international trade and investment is a fundamental 
part of the Government Economic Strategy and will remain critical as we continue on the 
path to economic recovery. It plays a key role in boosting both productivity and 
contributing to economic growth.   
 
The Parliamentary debate on 19 January raised a number of good points and I have 
asked Scottish Development International to reflect on these along with the 
recommendations from your report. 
 
Therefore, I have kept the update relatively short as I the know the Committee will be 
hearing evidence from Anne MacColl, Chief Executive of Scottish Development 
International on 2 March and a fuller discussion can take place at that time.  
 
 
 
 
 
 
 

JIM MATHER 
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EET Committee International Trade Inquiry – update to committee Spring 2011 
 

Committee recommendation SG response at time of report Updated SG response 
252. Our central recommendation in relation 
to increasing international trade and exports 
is that SDI has to update its strategy, its 
business model and the services it offers so 
as to focus these on ensuring that Scotland 
achieves a step change in the number of 
Scottish companies that see exports and 
international trade as a route to future 
success. That should be the agency’s prime 
focus. 

Encouraging more Scottish companies to begin 
to export is of critical importance will continue to 
be a priority for Scottish Development 
International. The launch of Smart Exporter 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. This is of 
equal importance especially as we look to 
penetrate further into emerging fast growing 
markets which require a more sophisticated 
approach.  

The SMART exporter scheme is now up and 
running and is to be extended to cover the 
Highlands and Islands area in the near future. 
This initiative will build the awareness and skills 
of companies. In particular it is targeted at SMEs 
new to exporting. This will significantly contribute 
to expanding the export base in the medium and 
long term. 
 
At the same time Scottish Development 
International is working closely with those 
companies with significant growth potential who, 
with assistance, can accelerate growth in 
overseas markets. This will deliver greater trade 
in the short to medium term.  
 
SDI is giving greater priority to the increasing 
opportunities for Scottish exporters in emerging 
markets. The recent ‘Doing Business in Asia’ 
event (Feb ’11), led by SDI in partnership with 
UK Trade and Investment (UKTI), is an example 
of how this is being progress. The one-day event 
was aimed at SMEs and focused on how 
companies can successfully address the 
perceived barriers which might prevent them 
from taking advantages of the vast opportunities 
for trade and development across Asia. 
 

254. The Committee is concerned at the 
delay in appointing a new Chief Executive for 
SDI and we recommend that Ministers 
proceed to make a permanent appointment 
as soon as possible. 

This is a key post to which Ministers afford 
considerable priority and identifying the right 
candidate is crucial.  Recruitment exercise is 
currently ongoing. 

Chief Executive of Scottish Development 
International has now been appointed. Anne 
MacColl was appointed as interim Chief 
Executive on 30 August 2010 and was formally 
appointed on a permanent basis on 6 January 
2011. 
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257. Our central conclusion in this area is that 
whilst the current set-up provides companies 
and foreign governments with some valuable 
support, it does not go nearly far enough. Our 
main recommendation is that we need to 
build on the current network of 22 SDI and 3 
Scottish Government offices by taking 
forward additional, low-cost options to 
establish a wider network of Scottish trade 
counsellors located in a greater number of 
countries around the world. 

The need to ensure an adequate overseas 
presence in the main geographies which offer 
the best opportunities for Scotland is highly 
desirable, agree with the Committee’s 
recommendation that this should be a ‘maximum 
coverage for minimum overheads’ approach.  
Scottish Development International have been 
tasked with finding a way forward which tries to 
leverage more 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. 

Scottish Development International have been 
undertaking an exercise to review present 
overseas coverage and develop an approach to 
how this is increased. The approach involves the 
following elements: 
• Mobility of SDI staff within present offices: 

SDI teams based in our overseas trade and 
investment offices are fully mobile across 
the geography serviced by their office.  

• Use of UKTI Overseas presence UKTI has a 
worldwide network with offices in over 150 
countries accounting for 98% of world GDP. 
SDI has full access to these offices and staff 
resource and utilise this to support 
Scotland’s trade and investment priorities.  

• Use of Globalscots leveraging the 
knowledge of over 400 senior professionals 
overseas present in 50 countries across the 
world.   

• Contracting with Private sector providers to 
augment other approaches where a gap 
exists and support can be justified based on 
demand.  Consultants are used to do 
bespoke pieces of work and execute on 
specific opportunities.  

 
258. Similarly, we recommend that the new 
chief executive of SDI, when finally 
appointed, reports back to this Committee as 
soon as possible to indicate what specific 
steps s/he will take to achieve an extension 
to the current overseas network along the 
lines we set out above and in our report. 

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 

Chief Executive of Scottish Development 
International scheduled to report back to the 
Committee on 2 March 2011. 

260. Looking more widely, we believe that there 
are far greater opportunities in how can market 
the Scottish education and training sector in 
countries overseas, as well as benefit from the 

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 

Education will remain a priority for Scottish 
Development International. SDI has a dedicated 
team who work with universities and colleges to 
maximise their international contribution and 
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presence in Scotland during their studies of 
foreign students attending Scottish universities 
and colleges. We recommend that SDI and the 
Scottish Government provides additional 
support for the marketing of Scottish 
education overseas, increases the co-
ordination between the different bodies 
involved in this area and works alongside the 
individual university or college-led initiatives 
etc. 

priority for Scottish Development International. 
 

impact are focussed on institutions’ commercial 
activities. Support is provided to 20 higher 
Education Institutions and 43 Colleges of Further 
and Higher Education. 
 
The announcement in October of the University 
of Strathclyde Business School opening an 
overseas campus near Delhi, in partnership with 
pioneering Indian infrastructure firm SKIL, 
highlights the global reputation of Scottish 
education and it's potential to export this 
excellence overseas 
 
An increasing priority is being placed on 
commercialising research in partnership with the 
private sector including consultancy work, 
generating spin-outs and venturing schemes.  
They are significant international players, 
strengthening Scotland’s overseas reputation 
and generating new sources of revenue and 
economic activity.  
 

261. Finally, we have been frustrated during this 
inquiry, as we have during other inquiries, at the 
lack of up-to-date and comparable statistics 
which provide a clear picture, over the long-term, 
of Scotland’s actual and benchmarked 
performance in relation to exports and inward 
investment. We recommend that this is 
addressed by the Scottish Government and 
others to provide policy-makers with better 
data on which to base decisions. 

This Government will continue to look at 
improvements to support this. 

Scottish export statistics are extremely difficult to 
compile.  National and international enterprises 
operating in Scotland produce a wide range of 
goods and services which are exported to 
destinations all over the world and within the UK 
as a whole.   Companies often find it difficult to 
isolate and report on their Scottish-specific 
activities.  There are no statutory instruments to 
make such a data collection mandatory. 
 
The Scottish Government, however, produces a 
wide range of statistics relating to various 
aspects of Scottish exports.  
 
With financial assistance from SDI, the Scottish 
Government conduct an annual Global 
Connections Survey which provides details of 
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Scottish exports to the rest of the world and to 
the rest of the UK.  This survey also provides a 
detailed analysis of export destinations of goods 
and services produced in Scotland as well as 
qualitative information about company’s trading 
experiences.  Information from this survey feeds 
into the Scottish National Accounts and into one 
of the Scotland Performs’ National Indicators. 
 
The Scottish Government also produces an up-
to-date constant-price index of Scottish 
manufactured exports.  The latest figures, 
relating to the third quarter of 2010, were 
published in January 2011. 
 
Steps have been taken over the past two years 
to improve the quality of these surveys, and 
better information about the uses that can be 
made of these has been added to the SG 
website.  Following a recent assessment of 
Scottish macro-economic statistics by the UK 
Statistics Authority, the scope of The Global 
Connections Survey has been recommended to 
be upgraded to National Statistics status. 
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SUBORDINATE LEGISLATION  
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number: 

The Electricity Act 1989 (Requirement of 
Consent for Hydro-Electric Generating 
Stations) (Scotland) Revocation Order 
2011 (SSI 2011/115) 
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Negative – Standing Orders 10.4 

 
Date Laid: 
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22 February 2011 

 
Economy, Energy and 
Tourism Committee deadline 
to report on SSI: 

 
14 March 2011 

Motion for annulment 
lodged: 

No 
 

SSI drawn to Parliament’s 
attention by Sub Leg 
Committee: 
 

No 
 

 
Introduction 
 
1. Scottish Ministers are committed to the promotion of renewable energy 
in Scotland; as part of this, they have set a target that 80% of the electricity 
generated in Scotland (as a proportion of consumption) should come from 
renewable sources by 2020, with an interim target of 31% by 2011.  This 
commitment is an important part of a package of initiatives aimed at tackling 
climate change.  The current consents threshold for hydro-electric generating 
stations has been identified as a barrier to the contribution that hydropower 
can make to those targets. This Revocation Order intends to remove that 
barrier. 
 
Background to the threshold level 
 
2. The threshold above which applications for hydro-electric generating 
stations are determined by Scottish Ministers under Section 36 of the 
Electricity Act 1989, rather than through planning authorities, has been 
debated since 2007 by the Forum for Renewable Energy Development in 
Scotland (FREDS) Hydro Group. 
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3. Following the closure of the group, the sector, through Scottish 
Renewables, put forward a case to raise the threshold from the current 1 MW 
level to over 50 MW in the summer of 2009. Meetings were held in October 
2009 with interested parties such as COSLA, SEPA, Scottish Renewables, 
Scottish Natural Heritage and others stakeholders. The consensus was that, 
given that the need for the 1MW threshold was no longer there, raising the 
threshold to 50MW should be taken forward through a Scottish Government 
Consultation. 
 
4. Historically the Electricity Act 1989 (Requirement of Consent for Hydro-
electric Generating Stations) (Scotland) Order 1990 was put in place in order 
that the Fisheries Committee had the chance to comment on all applications 
of over 1MW. However, the Fisheries Committee was abolished last year and 
impacts on the water environment are now considered by SEPA under the 
Controlled Activities Regulations. 
 
Background to the 2011 Revocation Order  

 
5. The 2011 Revocation Order will revoke the 1990 Order and restore the 
threshold for the requirement of Consent for Hydro-electric generating stations 
to over 50MW. It will not impact on wave and tidal schemes or any offshore 
developments. 

Enabling powers  
 
6. Under section 36 of the Electricity Act 1989 the consent is required for 
the construction, extension or operation of an electricity generating station 
with a capacity exceeding 50 megawatts. It is possible for this limit to be 
varied by means of an order made under section 36(2) and (3) of that Act. 
 
7. The Electricity Act 1989 (Requirement of Consent for Hydro-electric 
Generating Stations) (Scotland) Order 1990 Order (“the 1990 Order”) made 
such a variation and prescribed a limit of 1 megawatt for hydro-electric 
generating stations in Scotland only. Article 2(1) revokes the 1990 Order with 
the effect that generating stations with a capacity over 50 megawatts will 
require the consent under section 36 of the Electricity Act 1989 to their 
construction, extension or operation. Article 2(1) saves the provisions of the 
1990 Order in so far as they relate to applications made to the Scottish 
Ministers before 1st June 2011. 
 
Consultation 
 
8. A consultation took place between 8 September and 1 December 2010 
on the changes contained within the 2011 Order.   
 
Financial Impacts 

 
9. Currently The Electricity (Applications for Consent) Amendment 
(Scotland) Regulations 2006. The cost of a hydro application within section 36 
Consents process varies depending on the capacity. Applications not 
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exceeding 10 MW pay £5,000, those exceeding 10 MW but not exceeding 
100 MW pay £15,000, those exceeding 100 MW but not exceeding 200 MW 
pay 20,000, those exceeding 200 MW but not exceeding 500 Mw pay £30,000 
and those exceeding 500 MW have to pay a charge of £50,000. On receipt of 
an application and associated fee from a developer, the Scottish Government 
will make a proportionate payment to the relevant PA, as set out in the Fees 
Regulations. 
 
10. The planning application fee for planning permission for the erection, 
alteration or replacement of plant or machinery is in reality set on a sliding 
scale determined by the size of the site. From a planning authority perspective 
the proposed changes would increase the percentage of fees going directly to 
them.   

Regulatory Impact Assessment 

11. A business and regulatory impact assessment has been carried out 
and is available at Annexe A.   
 
Economy, Energy and Tourism Committee consideration 
 
12. The instrument was laid on 7 January 2011 and the Committee has 
been designated as lead committee. 
 
13. Negative instruments are instruments that are “subject to annulment” 
by resolution of the Parliament for a period of 40 days after they are laid. All 
negative instruments are considered by the Subordinate Legislation 
Committee (on various technical grounds) and by the relevant lead committee 
(on policy grounds). Under Rule 10.4, any member (whether or not a member 
of the lead committee) may, within the 40-day period, lodge a motion for 
consideration by the lead committee recommending annulment of the 
instrument. If the motion is agreed to, the Parliamentary Bureau must then 
lodge a motion to annul the instrument for consideration by the Parliament. If 
that is also agreed to, Scottish Ministers must revoke the instrument. 
 
14. Each negative instrument appears on a committee agenda at the first 
opportunity after the Subordinate Legislation Committee has reported on it. 
This means that, if questions are asked or concerns raised, consideration of 
the instrument can usually be continued to a later meeting to allow 
correspondence to be entered into or a Minister or officials invited to give 
evidence. In other cases, the Committee may be content simply to note the 
instrument and agree to make no recommendations on it. 
 
Subordinate Legislation Committee Report 
 
15. The clerk will provide an oral update on the views of the Subordinate 
Legislation Committee. 

 

 



EET/S3/11/7/7 

 4  

 

Action 
 
16. The Committee is invited to decide whether it wishes to make any 
recommendation on the instrument and to report its decision to 
Parliament no later than 14 March 2011.  

 
Stephen Imrie 

Clerk to the Committee 
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ANNEXE A 
 
RAISING THE THRESHOLD FOR CONSENT FOR ONSHORE HYDRO 
SCHEMES – CONSULTATION OUTCOME AND NEXT STEPS  
 
FINAL BUSINESS AND REGULATORY IMPACT ASSESSMENT 
 

Title of Proposal 
 
Final and Implementation Stage Business and Regulatory Impact 
Assessment for introducing the Electricity Act 1989 (Requirement of 
Consent for Hydro-electric Generating Stations) (Scotland) Revocation 
Order 2011. 

 
Purpose and intended effect of Electricity Act 1989 (Requirement of Consent 
for Hydro-electric Generating Stations) (Scotland) Revocation Order 2011. 
 

Objectives 
 
• To remove the perceived barrier that the 1MW threshold represents and 

to bring Scotland in line with England and Wales where the hydropower 
consents threshold is set at over 50 MW; 

• To encourage developers to size schemes appropriate to their 
environment; and 

• To allow planning authorities to receive full application fee, rather than a 
proportion of the consenting fee for hydro schemes of up to and 
including 50MW. 

 
Background 
 
1.1 The question of the threshold above which projects are determined by 
Scottish Ministers under Section 36 of the Electricity Act 1989, rather than 
through planning authorities, has been debated since 2007 by the Forum for 
Renewable Energy Development in Scotland (FREDS) Hydro Group.  
 
1.2 Following the closure of the group, the sector, through Scottish 
Renewables, put forward a case to raise the threshold from the current 1 MW 
level to over 50 MW in the summer of 2009. Meetings were held in October 
2009 with interested parties such as COSLA, SEPA, Scottish Renewables, 
Scottish Natural Heritage and others stakeholders. The consensus was that, 
given that the need for the 1MW threshold was no longer there, raising the 
threshold to 50MW should be taken forward through a Scottish Government 
Consultation. 
 
1.3 Initial legal opinion was that a revocation order would be required in order 
to change the threshold back to the original 50MW level. 
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Rationale for Government intervention 
 
1.4 The proposal forms part of the wider work encompassing a more strategic 
look at maximising renewable resources in Scotland whilst reducing the 
number of barriers facing the development of new hydro schemes. It is the aim 
of the Scottish Government to raise the hydro planning threshold from 1 MW 
to 50 MW so as to create greater certainty and efficiency in the planning 
system. It is vital that we achieve good quality public services that are valued 
by their customers and ensure that efficiencies are applied consistently and 
proactively across the whole public sector, and across all corporate / common 
services. 

Consultation 
 

2.1 A formal public consultation was open from 8 September to 1 December 
2010.  Respondents were invited to comment on a paper that set out 
proposals for raising the threshold to over 50MW. In addition, the consultation 
was made available electronically on the Scottish Government’s website; the 
consultation was mentioned by Jim Mather MP in his keynote speech at the 
British Hydropower Association annual conference in October 2010, and was 
also highlighted at the Forum for Renewable Energy Development in Scotland 
meeting in November 2010. Officials also took a stand at the British Hydro 
Association annual conference and handed out copies of the consultation 
paper. 
 
Within Government 
 
2.2 A number of Scottish Government departments were sent the consultation 
including the Water Framework Directive Team; Planning and Environmental 
Appeals Division; Environmental Capital & Spatial Framework Monitoring 
Branch; Greener Scotland; Climate Change Division; the Renewables 
Strategy and Onshore Renewables team; Office of the Chief Economic 
Advisor and Historic Scotland.  
 
Public Consultation 
 
2.3 The full consultation was made available on the Scottish Government’s 
website and was advertised in the Edinburgh Gazette. 14 responses were 
received from a range of sectors. However no comments were received from 
members of the public. 
   
Business 
 
2.4 Agencies and interested parties such as Forestry Commission Scotland, 
Highlands & Islands Enterprise, Scottish Environmental Protection Agency 
(SEPA), Scottish Natural Heritage (SNH), Scottish Renewables, COSLA and 
all 32 planning authorities in Scotland were also consulted. 
 
2.5 A number of businesses of various sizes and locations throughout 
Scotland were contacted in relation to this consultation. Many of these 
businesses currently are members of the FREDS Micro-hydro sub group and 
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others were members of the former FREDS Hydro group. Some of these 
businesses include: Baby Hydro; British Hydropower Association; Highland 
Eco-design; Scottish Power; SSE; Hydroplan; Gilbert, Gilkes & Gordon; RD 
Energy Solutions; Shawater Ltd; and SmartestEnergy. 
 
2.6 The only organisation to object to the proposals was the Scottish Canoe 
Association, which was of the view that planning authorities would be unable 
to provide a consistent approach to determining large scale hydro 
applications. Others disagreed and thought that planning authorities were 
better placed to make the decisions given their ability to apply local knowledge 
when assessing applications. 

 
Next Steps 
 
2.7 The responses from the consultation exercise have fed into a final set of 
proposals prepared as an Amendment Order. 
 
2.8 If Ministers agree, the Order will be laid in the Scottish Parliament. 

 
Options 
 

3.1 The main consultation paper only considered the one option of raising 
the Section 36 Consents threshold to 50 MW. This proposal was instigated 
and defined by key stakeholders within the FREDS Hydro group and Micro-
hydro sub group. This approach would put Scotland in line with England and 
Wales on this issue. 
 
3.2 Other options such as doing nothing or raising the threshold to 5MW were 
considered by the FREDS Hydro Subgroup and Scottish Renewables. 
 
3.3 Doing nothing is an option but has the potential to limit the contribution 
of hydro development to Renewable Energy and Climate Change Targets. 
 
3.4 Raising the Threshold to 5MW still had the potential to act as a barrier 
to development. 
 
Sectors and groups affected 
 
• Owners of non-domestic properties; 
• Owners and occupiers of domestic and non-domestic property which 

neighbour sites where hydro generation equipment could be installed; 
• The public at large; 
• Firms manufacturing and/or installing hydro generation equipment 

included within the amendment Order (and those forms manufacturing 
components for those products); 

• The Government in making progress towards its emissions reductions 
targets and sustainability national Performance Indicators; 

• planning authorities; 
• Umbrella organisations for the hydro generation industry and public 

sectors; 
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Benefits of raising the threshold to 50MW 
 
• Helps to meet the deliverables within the Climate Change (Scotland) 

Act 2009 and the Renewable Action Plan 2009. 
 
• Encourages developers to size their scheme appropriate to its 

environment and not to be deterred by a low threshold. The hydropower 
sector view the current 1 MW threshold as a barrier which dissuades 
developers from creating micro hydro schemes over 1 MW, thus failing 
to optimise the capacity of these smaller schemes. 

 
• Eliminates the perception that hydropower has a greater impact on the 

environment than other generating technologies of a similar capacity. 
This is due to the fact that other renewable energies operate with a 50 
MW threshold whilst hydropower has a 1 MW threshold. 

 
• Would bring Scotland in line with England and Wales where the 

hydropower consents threshold is set at 50 MW. 
 
• Would allow planning authorities to recover more of their cost from 

application fees than they are currently able to do. 
 
• Allowing planning authorities to determine all onshore hydro 

applications of 50 MW and below will result in having just one 
consultation and may decrease the potential for duplication and 
inefficiencies in the application process. 

 
Costs 
 
• Individual PA consultee lists may vary and/or be less comprehensive 

than the Section 36 consultee list. With PAs having a less wide-scoping 
consultee list, there is the possibility that potential interested parties 
could be unintentionally avoided. However, all authorities must abide by 
planning legislation which defines the minimum consultation 
requirements. 

 
• Raising the threshold to 50 MW will allow for schemes within this 

threshold to be determined by planning authorities. 
 
• A rise in the Consents threshold will lead to a subsequent rise in the 

number of applications being determined by planning authorities. This 
increase in workload may not be something that the PAs are prepared 
for, particularly with regards to skills and expertise. As well as specialist 
knowledge and skills across key areas of development management, 
there is a recognition that planning authorities need to develop core 
abilities and competencies in project management and negotiation 
expertise. However, it is worth noting that planning authorities are 
already consulting on applications under the Electricity Act and are 
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doing much of the work that they would do were the case a planning 
application. 

 
• If applications 50 MW or below are determined by PAs, there may be 

less consistency in the timing on decisions for CAR & hydro 
applications. 

 
Costs of the Consent and Planning Application Processes 

 
3.5 At present applications of 1 MW and over require the approval of Scottish 
Ministers and incur a fee under The Electricity (Applications for Consent) 
Amendment (Scotland) Regulations 2006. The cost of a hydro application 
within section 36 Consents process varies depending on the capacity. 
Applications not exceeding 10 MW pay £5,000, those exceeding 10 MW but 
not exceeding 100 MW pay £15,000, those exceeding 100 MW but not 
exceeding 200 MW pay 20,000, those exceeding 200 MW but not exceeding 
500 Mw pay £30,000 and those exceeding 500 MW have to pay a charge of 
£50,000. 
 
3.6 On receipt of an application and associated fee from a developer, the 
Scottish Government will make a proportionate payment to the relevant PA, as 
set out in the Fees Regulations. 
 
3.7 A minor planning application has been estimated to cost on average 
£1,450 http://www.scotland.gov.uk/Publications/2010/02/05083644/90).   The 
planning application fee for planning permission for the erection, alteration or 
replacement of plant or machinery is in reality set on a sliding scale 
determined by the size of the site, beginning at £319 rising to a limit of 
£15,950.    
 
3.8 It is likely that the reasons it is difficult to have a reasonable degree of 
precision on the average cost of the planning application are: 

• The site size will change with each individual application; 
• The planning fee does not include the cost of drawings, assessments and 

negotiations.  There is no real consistency between firms as to how much 
of the work outside what is needed to create a valid planning application 
and secure consent incurs a charge to clients. 

 
3.9 Question 7 of the consultation asked whether the change in fees would be 
a significant issue for developments of this size. Planning application fees are 
calculated based on the size/area of a development, rather than by the power 
it generates, with the current maximum fee set at £15,950.   Again, the 
responses were fairly evenly split. From a planning authority perspective the 
proposed changes would increase the percentage of fees going directly to 
them and they were welcomed in this respect. Others agreed that the fees 
structure for planning applications should allow planning authorities to deal 
with a potential increase in applications. 
 
3.10 A number of developers and industry bodies thought that the switch to 
the planning fee structure may impact on schemes of up to 10MW, whilst 
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others suggested that an increase in local authority fees should reflect an 
increase in service provision. 
 
3.11 The Partial BRIA also asked respondents whether they agreed with the 
range suggested for the cost of planning and consent applications, as well as 
the benefits and costs outlined above.  
 
3.12 Three of those interviewed agreed with the range of costs and benefits 
identified. 
 
3.13 One respondent commented that the assumptions regarding increase 
in Planning Authority work load may not be accurate. Planning authorities 
currently comment on all section 36 applications. The process of providing 
comment/opinion is likely to be no different than the full planning determination 
process.  The rate of schemes being proposed should remain unaffected as 
the previous 1MW barrier would likely mean that schemes would have been 
down rated rather than not progressed. 
 
3.14 Another respondent agreed with the benefits but did not agree that 
Planning Authority consultations will be any less thorough. With local 
knowledge comes the ability for more targeted consultation, adding and 
subtracting from the consultees list as required to make the process altogether 
more efficient.  
 
3.15 A further respondent commented that without certainty over whether a 
Planning Authority has the ‘skills, expertise, specialist knowledge, core 
abilities and competencies in project management and negotiation’ – then the 
impact is difficult to quantify. Some level of commitment to support a transition 
and provision of the resources required may be necessary. 
 
3.16 With this in mind, the introduction to online planning guidance on 
renewables has allowed this guidance to be updated to encourage early 
engagement with SEPA and to emphasise the importance of consistency in 
the way in which applications are determined. 
 
3.17 Given that there is no clear agreement on this issue, it is proposed that 
the fees for onshore hydro schemes of up to and including 50MW will be as 
set out in the Town and Country Planning (Fees for Applications and Deemed 
Applications) (Scotland) Regulations 2004 (the Fees Regulations), as 
amended. 

 
 

Scottish Firms Impact Test 
 

4.1 Several Scottish firms had a major part in the preliminary discussions 
regarding the proposal to raise the Section 36 Consents threshold, and they 
were the initial proponents of the proposal. Although no formal questionnaire 
or interviews were undertaken, in depth debates have been occurring within 
the FREDS Hydro group and Micro-hydro sub group since 2007. 
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4.2 Some of these businesses include: Baby Hydro; British Hydropower 
Association; Highland Eco-design; Hydroplan; Gilbert, Gilkes & Gordon; RD 
Energy Solutions; Scottish Renewables; Scottish & Southern Energy; Sgurr 
Energy; Shawater Ltd; and SmartestEnergy. 

 
Competition Assessment 

 
4.3 Throughout the pre-consultation discussions and the consultation, 
concerns about competition between businesses within the hydro sector were 
never raised. 
 
4.4 This is primarily due to the fact that the proposal is an administrative 
provision that will only move the decisions for permitting schemes up to 50 
MW from the Scottish Government to the PAs. 
 
4.5 Two respondents felt that there would be no impact on Scottish firms and 
competition. One felt that it will increase competition for sites as presently the 
S36 process is viewed (rightly or wrongly) as a barrier for small hydro 
development. 
 
4.6 In principle, the proposal will not affect competition; it will not change the 
location of where schemes are placed, nor will it create large developments 
requiring more works and infrastructure, but may encourage each scheme to 
optimise its capacity and output.  
 
Test run of business forms 

 
4.7 There are no new business forms proposed. 

 
5.        Legal Aid Impact Test 
 

5.1 It is not expected that this proposal will give rise to increased use of legal 
processes or create new rights or responsibilities.  
 
5.2 Three respondents agreed that the proposal will have no impact on the 
use of legal processes or create new rights or responsibilities and no other 
comments were made on this issue. 

 
6.        Enforcement, sanctions and monitoring 
 

6.1 PAs will now have decision making responsibilities for all onshore hydro 
scheme applications up to 50 MW. Where development subject to regulation 
through the planning system has not been implemented correctly, planning 
authorities remain responsible for taking enforcement action. Similarly, the 
Scottish Government Consents and Deployment team will enforce all 
conditions relating to the Section 36 consent for onshore hydro schemes over 
50 MW. 
 
6.2 This proposal will not necessarily result in an increase in more hydro 
schemes applications, but is only shifting the threshold of responsibility to PAs 
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for schemes under 50 MW. In addition, this proposal does not set out any 
altered or additional framework or directives for hydro scheme applications. 
 
6.3 However, despite this transfer of hydro scheme proposals from the 
Scottish Government to PAs, there are no expected impacts on Community 
legislation on the environment as this is an administrative amendment to 
existing legislation. 
 
6.4 Question 4 of the consultation asked whether respondents agreed that 
this proposal will have no impact on the enforcement, sanctions and 
monitoring of hydro scheme application process, and if not why? 
 
6.5 Three respondents agreed that the proposal will have no impact on the 
enforcement, sanctions and monitoring of hydro scheme application process. 

 
7.        Implementation and delivery plan 
 

7.1 The Plan will require the creation of the Electricity Act 1989 (Requirement 
of Consent for Hydro-electric Generating Stations) (Scotland) Revocation 
Order 2011. The amendment of the policy will be carried out by the Scottish 
Government’s Renewable Energy team. 
  
7.2 From 1 June 2011, applications for hydropower stations of 50MW or less 
will be made to planning authorities. 
 
7.3 Online Planning Guidance on Renewables will be made available in 
advance of this and should help planning authorities carry out their 
responsibilities in this regard. 

 
Post-implementation review 

 
7.4 Views will be canvassed from the Micro-hydro subgroup and other 
stakeholders in order to assess the impact of the legislative changes. This will 
happen at least 6 months after the revocation Order comes into force.  

 
Economic, Social & Environmental 
Benefits Costs 
�Helps to meet the deliverables within 
the Climate Change (Scotland) 
Act 2009 and the Renewable Action Plan 
2009 
 
�Shift the determination of all onshore 
hydro scheme applications up to 50 MW 
to Planning Authorities (PAs). The 
Scottish Government Section 36 
Consents team would determine any 
schemes above 50 MW. 
 
�Encourage developers to size their 

�Individual PA consultee lists may vary 
and/or be less comprehensive than the 
Section 36 consultee list. With PAs 
having a less wide-scoping consultee list, 
there is the possibility that potential 
interested parties could be 
unintentionally avoided. However, all 
authorities must abide by planning 
legislation which defines the minimum 
consultation requirements. 
 
�Raising the threshold to 50 MW will 
allow for schemes within this threshold to 



EET/S3/11/7/7 

 13  

 

scheme appropriate to its environment 
and not to be deterred by a low 
threshold.  The hydropower sector view 
the current 1 MW threshold as a barrier 
which dissuades developers from 
creating micro hydro schemes over 1 
MW, thus failing to optimise the capacity 
of these smaller schemes. 
 
�Eliminate the perception that 
hydropower has a greater impact on the 
environment than other generating 
technologies of a similar capacity. This is 
due to the fact that other renewable 
energies operate with a 50 MW threshold 
whilst hydropower has a 1 MW threshold.
 
�Bring Scotland in line with England and 
Wales where the hydropower consents 
threshold is set at 50 MW. 
 
�Allow PAs to recover more of their cost 
from application fees than they are 
currently able to do. 
 
�Allowing PAs to determine all onshore 
hydro applications of 50 MW and 
below will result in having just one 
consultation and may decrease the 
potential for duplication and inefficiencies 
in the application process. 

be reviewed by a PA, and may bolster 
the relationship between industry and 
regulators. 
 
�A rise in the Consents threshold will 
lead to a subsequent rise in the number 
of applications being determined by PAs. 
This increase in workload may not be 
something that the PAs are prepared for, 
particularly with regards to skills and 
expertise. As well as specialist 
knowledge and skills across key areas of 
development management, there is a 
recognition that planning authorities need 
to develop core abilities and 
competencies in project management 
and negotiation expertise. 
 
�If applications 50 MW or below are 
determined by PAs, there may be less 
consistency in the timing on decisions for 
CAR & hydro applications. 

 
Declaration and publication 
 
I have read the impact assessment and I am satisfied that, given the available 
evidence, it represents a reasonable view of the likely costs, benefits and 
impact of the leading options. I am satisfied that business impact has been 
assessed with the support of businesses in Scotland. 
 

Minister for Enterprise, Energy and Tourism  
 

 
 
…………………………………………………………………………………………….. 
 
Date:… ……………… 
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Economy, Energy and Tourism Committee 
 

7th Meeting, 2011 (Session 3), 2 March 2011 
 

SUBORDINATE LEGISLATION  
 
SSI title and 
number: 

The Environmental Liability (Scotland) 
Amendment Regulations 2011  

 
Type of Instrument: 

 
Negative – Standing Orders 10.4 

 
Date Laid: 

 
21 February 2011 

 
Date circulated to Members: 

 
24 February 2011 

 
Economy, Energy and 
Tourism Committee deadline 
to report on SSI: 

 
14 March 2011 

Motion for annulment 
lodged: 

No 
 

SSI drawn to Parliament’s 
attention by Sub Leg 
Committee: 
 

No 
 

 
Introduction 
 
1. The Environmental Liability (Scotland) Amendment Regulations 2011 (“the 

Regulations”) were made in exercise of the powers conferred by section 
2(2) of, and paragraph 1A of Schedule 2 to, the European Communities 
Act 1972 (“the 1972 Act”).  The Regulations are subject to negative 
resolution procedure.   

 
Policy Objectives  

 
2. The purpose of the Regulations is to partly implement Directive 

2009/31/EC of the European Parliament and of the Council on the 
geological storage of carbon dioxide and amending Council Directive 
85/337/EEC, European Parliament and Council Directives 2000/60/EC, 
2001/80/EC, 2004/35/EC, 2006/12/EC, 2008/1/EC and Regulation (EC) 
No 1013/2006 (“the Directive”).  The Directive establishes a legal 
framework for the environmentally safe geological storage of carbon 
dioxide to contribute to the fight against climate change. Geological 
storage means injection and storage of carbon storage in undersea 
geological formations.  This will mean that carbon dioxide created by fossil 
fuel power stations or other industrial processes can be transported to, 
and then injected into, suitably safe storage sites.   

 
3. This meets EU, UK and Scottish requirements to reduce emissions of 

greenhouse gases and prevent dangerous climate change.  The Scottish 
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Government has a clear policy to decarbonise electricity generation by 
2030, and carbon capture and storage is a key technology which will 
support this.  The Regulations implement the requirements of the Directive 
by broadening the scope of the environmental legislation framework that 
has been developed for the offshore oil and gas industry to protect the 
environment, so that this legislation also applies to this new type of 
development. 

 
4. The Regulations implement Article 34 of the Directive, which amends 

Directive 2004/35/EC of the European Parliament and of the Council on 
environmental liability with regard to the prevention and remedying of 
environmental damage (O.J. No. L 143, 30.4.2004).  The Regulations 
amend the Environmental Liability (Scotland) Regulations 2009 to add the 
operation of carbon storage sites to the list of activities to which those 
Regulations apply. 

 
5. The Regulations have to be in force by 25 June 2011 to meet the deadline 

for the transposition of the Directive. 
 
Consultation  

 
6. A consultation carried out by BERR in June 2008 “Towards Carbon 

Capture and Storage” sought views on further steps that could be taken to 
prepare for and support the deployment of CCS technologies. The 
consultation was largely based on the proposals for the Directive.  The 
Scottish Government supported this consultation across the UK on the 
basis that Scottish industrial stakeholders had expressed a preference for 
one single UK consultation, and the Scottish Ministers have been informed 
by the views expressed in making this instrument.   

 
Financial Effects and Business Regulatory Impact Assessment 
 
7. Using current known proposals for Carbon Capture and Storage, the 

Department of Energy and Climate Change prepared an extensive 
Business Regulatory Impact Assessment.  The costs outlined in that BRIA 
are likely to be applicable UK wide and it therefore forms the basis for the 
BRIA in Scotland. However, the BRIA refers only to DECC’s role in the 
licensing scheme to be operated by the Secretary of State, and in so far as 
the BRIA is relevant to Scotland and the Scottish licensing regime, that 
role will be fulfilled by the Scottish Ministers.    

 
Transposition of EU Directive 

 
8. The Regulations will meet part of the requirements to transpose the EU 

Directive on CO2 storage by 25 June 2011.  The remaining Articles of the 
Directive were implemented by legislative provision introduced in January 
2011, or are to be implemented by further provision at UK level in time for 
25 June 2011, the date by which the Directive must be implemented. 
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Subordinate Legislation Committee Report 
 
9. The clerk will provide an oral update on the views of the Subordinate 

Legislation Committee. 

Action 
 
10. The Committee is invited to decide whether it wishes to make any 

recommendation on the instrument and to report its decision to 
Parliament no later than 14 March 2011.  

 
Stephen Imrie 

Clerk to the Committee 
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Economy, Energy and Tourism Committee 
 

7th Meeting, 2011 (Session 3), 2 March 2011 
 

SUBORDINATE LEGISLATION  
 
SSI title and 
number: 

The Storage of Carbon Dioxide 
(Licensing etc.) (Scotland) Regulations 
2011 (SSI 2011/24) 

 
Type of Instrument: 

 
Negative – Standing Orders 10.4 

 
Date Laid: 

 
24 January 2011 

 
Date circulated to Members: 

 
27 January 2011 

 
Economy, Energy and 
Tourism Committee deadline 
to report on SSI: 

 
7 March 2011 

Motion for annulment 
lodged: 

No 
 

SSI drawn to Parliament’s 
attention by Sub Leg 
Committee: 
 

No 
 

 
Introduction 
 
1. The Storage of Carbon Dioxide (Licensing etc.) (Scotland) Regulations 

2011 (“the Regulations”) were made in exercise of the powers conferred 
by sections 19, 21 and 104(2) of the Energy Act 2008 (“the 2008 Act”) and  
section 2(2) of the European Communities Act 1972 (“the 1972 Act”).  The 
Regulations are subject to negative resolution procedure.  

 
Purpose 
 
2. The purpose of the Regulations is to partly implement Directive 

2009/31/EC of the European Parliament and of the Council of 23 April 
2009 on the geological storage of carbon dioxide (“the Directive”).  The 
Directive establishes a legal framework for the environmentally safe 
geological storage of carbon dioxide to contribute to the fight against 
climate change. Geological storage means injection and storage of carbon 
storage in undersea geological formations.  This will mean that carbon 
dioxide created by fossil fuel power stations or other industrial processes 
can be transported to and then injected into suitably safe storage sites.  
This meets EU, UK and Scottish requirements to reduce emissions of 
greenhouse gases and prevent dangerous climate change.  The Scottish 
Government has a clear policy to decarbonise electricity generation by 
2030 and carbon capture and storage is a key technology which will 



EET/S3/11/7/9 

 2  

 

support this.  The Regulations implement the requirements of the Directive 
relating to the licensing of carbon dioxide storage. 

 
3. The Regulations: 

• prevent the licensing of storage in the water column; 
• set out the requirements for making an application for a licence and 

what provisions a licence must contain;  
• set out the requirements for making an application for a permit to store 

carbon dioxide, the factors to be taken into account when considering 
the application and the provisions a permit must contain;  

• set out the corrective measures to be taken in the event of a leakage or 
significant irregularity; 

• provide for review, modification and revocation of storage permits and 
set out the consequences of revocation; 

• detail the process for the preparation and approval of post closure 
plans; and 

• impose obligations on the operator for the period between closure of a 
storage site and termination of a licence.   

 
4. Most of the provisions in the Regulations are made under the powers in 

sections 19 and 21 of the 2008 Act.  Section 19 gives the Scottish 
Ministers power to make provision about the circumstances in which they 
may grant licences and section 21 gives them power to make regulations 
about the terms and conditions of licences.   

 
5. However, the provisions of the Directive are not restricted to requirements 

relating to the granting and content of licences.  Where the 2008 Act does 
not give Scottish Ministers the power to make regulations to implement the 
Directive these are made under section 2(2) of the 1972 Act.  They include 
regulation 3 (prohibition on storage of carbon dioxide in the water column 
and regulation 9 (power of the licensing authority to make directions 
regarding corrective measures to be taken).   

 
6. For some other aspects of the Regulations, there might be a doubt about 

whether the powers in the 2008 Act are sufficient to fully implement the 
provisions of the Directive.  Section 2(2) is therefore also cited to ensure 
that no difficulty arises in relation to the sufficiency of Ministers’ powers 
under the 2008 Act.    

 
Consultation 
 
7. A consultation was carried out by the Department of Environment and 

Climate Change in June 2008.  “Towards Carbon Capture and Storage” 
sought views on further steps that could be taken to prepare for and 
support the deployment of CCS technologies. The consultation was largely 
based on the anticipated proposals for the Directive.  The Scottish 
Government supported this consultation across the UK on the basis that 
Scottish industrial stakeholders had expressed a preference for one single 
UK consultation.  The Scottish Ministers were informed by the views 
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expressed in the responses to the consultation when making these 
Regulations. 

 
Financial effects and Business Regulatory Impact Assessment 
 
8. Using current known proposals for Carbon Capture and Storage, the 

Department of Environment and Climate Change prepared an extensive 
Business Regulatory Impact Assessment (Annexe A).  The costs outlined 
in that BRIA are likely to be applicable UK wide and it therefore forms the 
basis for the BRIA in Scotland. However, the BRIA refers only to DECC’s 
role in the licensing scheme to be operated by the Secretary of State, and 
in so far as the BRIA is relevant to Scotland and the Scottish licensing 
regime, that role will be fulfilled by the Scottish Ministers.    

 
Transposition of the Directive 
 
9. The Regulations partially transpose the Directive by implementing those 

Articles which deal with the carbon storage licensing regime, as detailed in 
the accompanying Transposition Note (Annexe B).   The remaining 
Articles of the Directive will be implemented by further legislative provision 
to be introduced in time for 25 June 2011, the date by which the Directive 
must be implemented. 

 
Economy, Energy and Tourism Committee consideration 
 
10. The instrument was laid on 7 January 2011 and the Committee has been 

designated as lead committee. 
 
11. Negative instruments are instruments that are “subject to annulment” by 

resolution of the Parliament for a period of 40 days after they are laid. All 
negative instruments are considered by the Subordinate Legislation 
Committee (on various technical grounds) and by the relevant lead 
committee (on policy grounds). Under Rule 10.4, any member (whether or 
not a member of the lead committee) may, within the 40-day period, lodge 
a motion for consideration by the lead committee recommending 
annulment of the instrument. If the motion is agreed to, the Parliamentary 
Bureau must then lodge a motion to annul the instrument for consideration 
by the Parliament. If that is also agreed to, Scottish Ministers must revoke 
the instrument. 

 
12. Each negative instrument appears on a committee agenda at the first 

opportunity after the Subordinate Legislation Committee has reported on it. 
This means that, if questions are asked or concerns raised, consideration 
of the instrument can usually be continued to a later meeting to allow 
correspondence to be entered into or a Minister or officials invited to give 
evidence. In other cases, the Committee may be content simply to note 
the instrument and agree to make no recommendations on it. 
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Subordinate Legislation Committee Report 
 
13. The Subordinate Legislation Committee (SLC) considered this instrument 

and agreed that no points arose in relation to the instrument.1 

Action 
 
14. The Committee is invited to decide whether it wishes to make any 

recommendation on the instrument and to report its decision to 
Parliament no later than 7 March 2011.  

 
Stephen Imrie 

Clerk to the Committee 

                                            
1 Subordinate Legislation Committee 11th Report, 8 February 2011. 
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ANNEXE A 
 

BUSINESS REGULATORY IMPACT ASSESSMENT 
 

THE STORAGE OF CARBON DIOXIDE (LICENSING ETC.) (SCOTLAND) 
REGULATIONS 2011 

 
Issue  
 
1. To implement the requirements of the EU Directive 2009/31/EC on the 
geological storage of carbon dioxide by introduction of an offshore carbon 
dioxide storage licensing regime by exercising powers conferred by the 
Energy Act 2008. The licensing regime is intended to ensure that there is a 
clear; fit-for-purpose regulatory framework to permit the development, and 
enable investment in, carbon capture and storage (CCS) projects.  
 
2. The Department of Energy and Climate Change of the UK Government 
have carried out a full and comprehensive Business Regulatory Impact 
Assessment of the offshore carbon dioxide storage licensing regime.  This 
assessment will also be relevant to the implementation of the regime in 
Scotland. Scottish industry views have been incorporated in this through the 
UK wide consultation, ‘Towards Carbon Capture and Storage’ supported by 
the Scottish Government.   
 
Objectives  
 
3. There are a number of objectives for the Scottish Government 
associated with the Directive:   
 

• To realise economic opportunities for the development of a CCS based 
industry in Scotland. There is the potential for a whole new industry to 
emerge in Scotland, which could support up to an estimated 10,000 
new jobs in the next 15–20 years.  In the longer term, CCS is expected 
to develop into a multi-billion pound market with some 23,000 thermal 
generation plants globally, potentially requiring replacement or retrofit 
with CCS.  

 
• To implement a fit for purpose licensing regime in Scotland so that 

CCS projects can proceed. The regime will enable the safe and 
economic long term storage offshore of carbon dioxide in Scottish 
territorial waters.   

 
• To help deliver the climate change commitments of Scotland and the 

UK, and facilitate those CCS projects currently being progressed. 
Without the regime we would be open to infraction proceedings for not 
implementing the EU Directive on geological storage of carbon dioxide.  
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Responsibility  
 
4. The provisions of Chapter 3 of Part 1 of the Energy Act 2008 (“the Act”) 
prohibits the storage of carbon dioxide without a licence.  Scottish Ministers 
are the licensing authority for Scotland out to the Scottish 12 mile territorial 
sea. The Secretary of State for the Department of Energy and Climate 
Change licenses the offshore area beyond the 12 mile limit.  Scottish 
Ministers are therefore required to implement a licensing regime.  
 
 
Consultation  
 
5. A consultation carried out by BERR in June 2008 “Towards Carbon 
Capture and Storage” sought views on further steps that could be taken to 
prepare for and support the deployment of CCS technologies. The 
consultation was largely based on the proposals for the Directive on the 
Geological Storage of Carbon Dioxide (Directive 2009/31/EC).  The Scottish 
Government supported this consultation across the UK on the basis that 
Scottish industrial stakeholders had expressed a preference for one single UK 
consultation and Scottish Ministers have been informed of the views 
expressed. In addition it was agreed through the LCM (LCM(S3) 12.1 Session 
3, 2008)  to ensure wherever possible identical regulations and consultations 
to be set jointly throughout the UK.   
 
Financial and administrative effects  
 
6. The majority of DECC’s BRIA has been conducted on the basis of 
current known proposals on CCS development and deployment. The costs 
outlined in this are likely to be applicable UK wide and therefore a similar 
situation is expected in Scotland (with the exception to the licensing authority 
for Scottish territory as detailed in point 4 above). As stated in the assessment 
it is possible there will be additional cost incurred as details are finalised at EU 
level. Scottish Ministers are fully supportive of the evidence base presented in 
DECC’s BRIA attached at Annex A. 
 
Implementation  
  
7. The EU Directive will come into effect on 25 June 2011. The Scottish 
Government will lay regulations, similar to those outlined by DECC, to enforce 
this Directive.  
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ANNEXE B 
TRANSPOSITION NOTE 

 
DIRECTIVE 2009/31/EC ON THE GEOLOGICAL STORAGE OF CARBON DIOXIDE (“the Directive”) 

 
The Energy Act 2008  

The Storage of Carbon Dioxide (Licensing etc) (Scotland) Regulations 2011 
 

Article Aim Transposition in Scotland2 
1 Subject matter and purpose  
 The Directive establishes a legal framework for the 

environmentally safe geological storage of carbon 
dioxide to contribute to the fight against climate 
change 

 

2 Scope and prohibition  
2.1 The Directive applies to storage in the territory of 

the Member States, together with their exclusive 
economic zones and continental shelves 

Section 17(1) prohibits the storage of carbon dioxide without a 
licence in the UK territorial sea and the Gas Importation and Storage 
Zone  Section 18(2)(b) and (c) provides that the Scottish Ministers 
are the licensing authority for storage sites within the Scottish 
territorial sea and may be the licensing authority for sites which are 
only partly situated in that sea   
 
On 6 December 2010 sections 17 and 18 will be amended by the 
Energy Act 2008 (Storage of Carbon Dioxide) Regulations 2010 to 
extend to all parts of Scotland landward of its territorial sea 

                                            
2 References to sections are to sections in the Energy Act 2008 (c 32) and references to regulations are references to regulations in the Storage of Carbon 
Dioxide (Licensing etc) (Scotland) Regulations 2011 
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2.2 Exemption for certain R&D projects Directive not implemented in Scotland.   Section 17 of the Energy Act 
2008 requires that all storage of carbon dioxide (with a view to its 
permanent disposal) has to be licensed, regardless of size. 

2.3 A storage complex must not extend beyond area 
defined in Article 21 

Regulation 7(1)(b) 

2.4 Storage in the water column shall not be permitted Regulation 2 
3 Definitions Regulation 1 
4 Selection of storage sites  
4.1 Member States retain the right to determine the 

areas from which storage sites may be selected 
To be implemented administratively.  These administrative 
processes will be developed as the CCS demonstration projects 
progress (namely Longannet which is currently the only remaining 
entrant). 

4.2 They must undertake an assessment of storage 
capacity 
 
The Commission may organise an exchange of 
information 

To be Implemented administratively 
 
 
 

4.3 Assessment of storage site must be done pursuant 
to the criteria in Annex I 

Regulation 7(1)(a) 

4.4 A formation may only be selected as a storage site 
if there is no significant risk of leakage and no 
significant environment or health risks 

Regulation 7(1)(c) 

5 Exploration permits  
5.1 Where intrusive exploration is determined to be 

necessary, it must not take place without a permit 
 
 

Section 17(2)(c) and reg 3(2) 
The “appraisal term” of a licence corresponds to the “exploration 
permit” referred to in the Directive 
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5.2 Application procedures to be open to all on the 
basis of objective, published and non-discriminatory 
criteria 

Regulation 3, and to be implemented administratively  More detailed 
criteria will be contained in guidelines published on the Scottish 
Government and Crown Estate websites 

5.3 Duration of exploration permit to be limited, but 
under certain conditions may be extended 
 
Permits shall be granted in respect of a limited 
volume area 

Regulation 4(1) and (2) 
 
 
To be implemented administratively.   Coordinates will be specified in 
the licence 

5.4 The licence holder shall have the sole right to 
explore  
 
No conflicting uses of storage complex to be 
permitted 

To be implemented administratively  
 
 
To be implemented administratively  
 
It will be a licence condition to hold a Crown Estate lease 

6 Storage permits  
 No storage site to be operated without a permit; 

 
 
There is to be only one operator per site;  
No conflicting uses of site to be permitted 

Section 17(2)(a) and Schedule 2, paragraph 5  
Regulation 8(1)(a) 
 
To be implemented administratively.  These administrative 
processes will be developed as the CCS demonstration projects 
progress (namely Longannet which is currently the only remaining 
entrant). 

6.2 Application procedures to be open to all on the 
basis of objective, published and transparent criteria

Regulations 3 and 6 
 

6.3 Priority for the granting of a storage permit is to be 
given to the holder of an exploration permit, subject 
to certain conditions 
 
 

Regulation 6(1) and (2) 
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No conflicting uses of complex to be permitted 
during permit application procedure 

To be implemented administratively  Conflicting licences or consents 
will not be granted 
 

7 Applications for storage permits  
 Applications must contain:  
7.1  name and address of potential operator; Regulation 6(3)(a) 
7.2 proof of technical competence of potential operator; Regulation 6(3)(b) 
7.3 characterisation of site and complex and 

assessment of security of storage; 
Regulation 6(3)(b) 

7.4 total quantity of CO2 to be injected and stored, 
prospective sources and transport methods, 
composition of streams, injection rates and 
pressures, location of injection facilities; 

Regulation 6(3)(c)(i) and (iii) to (vi) 
Proposed date of commencement of injection also included 
(regulation 6(3)(c)(ii)) Gold Plating - simply to provide more 
information about the project to the authority. 

7.5 measures to prevent significant irregularities Regulation 6(3)(d) 
7.6 proposed monitoring plan; Regulation 6(3)(e) 
7.7 proposed corrective measures plan; Regulation 6(3)(f) 
7.8 proposed provisional post-closure plan; Regulation 6(3)(g) 
7.9 information required by Directive 85/337/EEC Regulation 6(3)(h) 
7.10 Proof of financial security Regulation 6(3)(i) 
8 Conditions for storage permits  
8.1 Storage permit may only be issued if the authority is 

satisfied that: 
 

(a) all relevant requirements of Directive and other 
relevant Community legislation are met 

No further provision required 

(b) operator is financially sound, technically competent 
and reliable, and development and training is 
provided 

Regulation 7(1)(d) and (3) 

(c) interactions within same hydraulic unit are taken 
into account 

Regulation 7(4) 
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8.2 Permit may only be issued if the authority has 
considered any Commission opinion on the draft 
permit 

Regulation 7(7)(b) 

9 Contents of storage permits  
 Permit must contain at least:  
9.1 name and address of the operator Regulation 8(1)(a) 
9.2 precise location and delimitation of the storage site 

and storage complex, and information on the 
hydraulic unit 

Regulation 8(1)(b) 

9.3 operational requirements, quantity of CO2 
authorised to be stored, reservoir pressure limits, 
maximum injection rates and pressures 

Regulation 8(1)(c)      

9.4  
 

composition of CO2 stream and acceptance 
procedure; further injection and storage 
requirements if necessary 

Regulation 8(1)(d) and (e), and Schedule 2, paragraph 1 

9.5   approved monitoring plan; obligation to implement 
and update it;  
reporting requirements 

Regulations 7(5) and 8(1)(g) and Schedule 2, paragraph 2 
 
Regulation 8(1)(h) and Schedule 2, paragraph 3(1) to (5) 

9.6  requirement to notify the authority in the case of 
leakages or significant irregularities 
 
the approved corrective measures plan and the 
obligation to implement the plan in the event of 
leakages or significant irregularities 

Regulation 8(1)(h) and Schedule 2, paragraph 3(6) and (7) 
 
 
Regulations 7(6) and 8(1)(j) and Schedule 2, paragraph 6 

9.7  conditions for closure  
 
approved provisional post-closure plan 

Regulations 5, 8(1)(k),  and Schedule 1, paragraph 2 
 
Regulation 8(1)(l) and 13(2) 

9.8  any provisions on changes, review, updating and 
withdrawal of permit 

Regulations 8(1)(i) and 10, and Schedule 2, paragraphs 4 and 5 
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9.9  Requirement for financial security Regulation 8(1)(m) and Schedule 2, paragraph 7 
10 Commission review of draft storage permits  
10.1 Procedure for obtaining the Commission’s opinion 

on draft storage permits 
Regulations 6(4) and 7(7) 

10.2 Obligation of authority to notify final decision to the 
Commission, and state reasons where it departs 
from the opinion 

To be Implemented administratively  

11 Changes, review, update and withdrawal of 
storage permits 

 

11.1 Operator to notify the authority of changes; where 
appropriate the authority must update the permit or 
permit conditions 

Regulation 10(1) and Schedule 2, paragraph 4;  

11.2 No substantial change may be implemented without 
a new or updated storage permit 

Regulation 10(2) 

11.3 The authority must review and where necessary 
update or (as a last resort) withdraw the storage 
permit if: 

 

(a) it is notified or made aware of leakages or 
significant irregularities under Article 16(1) 

Regulation 10(5)(a), (6) and (7) 

(b) reports or inspections show non-compliance with 
permit conditions or risks of leakage or significant 
irregularities 

Regulation 10(5)(a) and (b), (6) and (7) 

(c) it is aware of any other failure to meet permit 
conditions 

Regulation 10(5)(b), (6) and (7) 

(d) it appears necessary on the basis of scientific 
findings and technological progress 

Regulation 10(5)(c), (6) and (7) 

(e) in any event after 5 years of issue of permit and 
then every ten years 
 

Regulation 10(6)(b) and (7) 
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11.4 Consequences of withdrawal of storage permit:  
 Authority must issue new permit or close the 

storage site 
Regulation 11(2) and (3) 

 Until new permit issued, the authority is deemed to 
be the operator with responsibility for injection 
criteria, monitoring and corrective measures, and 
liabilities under Articles 5(1) and 6(1) of the 
Environmental Liability Directive  and under ETS 
Directive3 

Regulation 11(4) 

 If site is closed, Article 17(4) applies Regulation 11(5) 
 The authority shall recover costs incurred from the 

former operator, including by drawing on financial 
security 

Regulation 11(6) and Schedule 2, paragraph 7(5) 

12 CO2 stream acceptance criteria and procedure  
12.1 The stream is to consist overwhelmingly of CO2: 

no waste may be added  
 
but it may contain incidental and added trace 
substances below the levels that would 
 
(a) adversely affect the integrity of the site or 
transport infrastructure 
 
(b) pose a significant risk to environment or health 
 
(c) breach applicable legislative requirements  

Schedule 2, paragraph 1(1) and 
paragraph 1(2)(a) 
 
paragraph 1(2)(b) and (3) 
 
 
paragraph 1(2)(b)(i) 
 
 
paragraph 1(2)(b)(ii) 
 
paragraph 1(2)(b) 
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12.2 The Commission shall if appropriate adopt 
guidelines 

 

12.3 The operator must: 
 
(a) carry out an analysis and risk assessment of the 
CO2 stream; and 
 
(b) keep a register of the quantities and properties 
of the streams delivered and injected 

 
 
Schedule 2, paragraph 1(4) and 
 
 
paragraph 1(5) 

13 Monitoring  
13.1 The operator must monitor injection facilities, 

storage complex (including where possible the CO2 
plume) and where appropriate the surrounding 
environment,  
 
for the purposes listed in (a) to (g) 

Schedule 2, 
paragraph 2(1) and (2) 
 
 
 
paragraph 2(3)(a) to (g) 

13.2 Monitoring must be based on a monitoring plan 
drawn up in accordance with Annex II and with 
guidelines under the ETS Directive, and approved 
by the authority under Articles 7(6) and 9(5)  
 
The plan must be updated in accordance with 
Annex II and in any case every 5 years, and re-
submitted for approval 

Regulation 6(3)(e) and Schedule 2, 
paragraph 2(4)  and 
 
 
 
paragraph 2(5) to (7) 

14 Reporting by the operator  
 At a frequency to be determined by the authority 

(but in any event at least once a year) the operator 
must submit the following information: 
 

Schedule 2, paragraph 3(1) to (4) 
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14.1 results of monitoring, including technology 
employed, in the reporting period 

paragraph 3(1) and (5)(a) 

14.2 quantities and properties of the CO2 streams paragraph 3(1) and (5)(b) 
14.3 proof of financial security paragraph 3(1) and (5)(c) 
14.4 any other information the authority considers 

relevant 
paragraph 3(1) and (5)(d) 

15 Inspections To be implemented by separate instrument 
16 Measures in case of leakages or significant 

irregularities 
 

16.1 The operator must immediately notify authority in 
case of leakages or significant irregularities 
 
and take necessary corrective measures, including  
measures related to human health; 
 
in the case of leakage or risk of leakage the 
operator must also notify the Emissions Trading 
Scheme authority 

Schedule 2 
paragraph 3(6) 
 
paragraph 6(1) 
 
 
paragraph 3(7) 

16.2 The measures the operator must take, at a 
minimum, shall be on the basis of a corrective 
measures plan approved by the authority 

Regulation 7(6) and Schedule 2, paragraph 6(2) 

16.3 The authority may require corrective and health 
protection measures to be taken at any time 
 
These may be different or additional to those in the 
corrective measures plan 
 
The authority may at any time take such measures 
itself 

Regulation 9(2)(a) 
 
 
Regulation 9(3) 
 
 
Regulation 9(4)(a) 
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16.4 If the operator fails to take the required measures, 
the authority must do so itself 

Regulation 9(2)(b) 

16.5 The authority’s costs must be recovered from the 
operator  

Regulation 9(4)(b) and (5) 

17 Closure and post-closure obligations  
17.1 
 
(a) 
 
(b) 
 
(c) 

A storage site must be closed— 
 
if the relevant permit conditions have been met; 
 
on application by the operator; 
 
if the authority decides to close the site  following 
withdrawal of a storage permit 

 
 
Schedule 1, paragraph 2(1) and 
 
paragraph 2(2)(a) and (3) 
 
Regulation 11(2) and (3) 

17.2 Until liability is transferred to the authority, the 
operator remains responsible (in cases (a) and (b) 
above) for— 
 
monitoring, reporting and corrective measures 
 
liabilities under the ETS Directive and Articles 5 to 8 
of Directive 2004/35/EC on environmental liability 
with regard to the prevention and remedying of 
environmental damage (“the Environmental Liability 
Directive”)  The operator is also responsible for 
sealing site and removing the injection facilities 

Schedule 1, paragraph 1 and paragraph 4(1) 
 
 
 
Schedule 1, paragraph 4(1) 
 
Regulation 13, Schedule 1, paragraph 4(3) 
 
 

17.3 
 
 
 

Those obligations must be fulfilled on the basis of a 
post-closure plan in accordance with the 
requirements in Annex II 
 

Schedule 1, paragraph 2(4) and paragraph 4(2) 
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(a) 
 
 
(b) 
 
(c) 

For that purpose, the provisional post-closure plan 
must (prior to closure) be— 
 
updated in the light of risk analysis, best practice 
and technological improvements 
 
submitted for approval, and 
 
meet the approval of the authority 

 
 
 
Schedule 1, paragraph 3 
 
 
Schedule 1, paragraph 3(1) 
 
Regulation 12(3) 

17.4 After a site has been closed following withdrawal of 
the permit— 
 
 the authority must assume responsibility for 
monitoring and corrective measures, and liabilities 
under Articles 5(1) and 6(1) of the Environmental 
Liability Directive and under Directive 2003/87/EC 
establishing a scheme for greenhouse gas emission 
allowance (“the ETS Directive”)  
 
the post-closure obligations shall be fulfilled by the 
authority on the basis of the provisional post-closure 
plan Post-closure responsibilities to be fulfilled by 
the authority on the basis of the provisional post-
closure plan, updated as necessary 

 
 
 
Regulation 11(5), Schedule 1 paragraph 1 
 
 
 
 
 
 
Regulation 12(4) 

17.5 The authority shall recover from the operator the 
costs incurred in relation to the Article 174 
measures, including by drawing on financial security

Regulation 11(6) and Schedule 2, paragraph 7(5)(b) 

18 Transfer of responsibility To be implemented by separate instrument  
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19 Financial security  
19.1 Proof of financial security or equivalent to be 

presented as part of an application for a storage 
permit  
 
This is to ensure that all obligations under the 
permit and the ETS Directive can be met 
 
The security must be valid and effective before 
commencement of injection 

Regulation 6(3)(i) 
 
 
 
Schedule 2, paragraph 7(1)(a) and (5) and 
 
 
 
paragraph 7(1)(b) 

19.2 The security is to be periodically adjusted in light of 
changes in risks and estimated costs 

Schedule 2, paragraph 7(3) to (5) 

19.3 Security is to remain in force— 
 

 

(a) after the site is closed and until transfer of 
responsibility; 

Schedule 2, paragraph 7(1)(c) 
 

(b) after withdrawal of the permit— 
 
until a new permit is issued or  
 
where the site is closed, until transfer of 
responsibility, provided that the financial 
contribution obligation under Article 20 is fulfilled 

 
 
Schedule 2, paragraph 7(2) 
 
Para 7(6) 
 
 

20 Financial mechanism To be implemented in a separate instrument  
21 Third party access to transport network and 

storage sites 
To be implemented in a separate instrument  

22 Dispute settlement To be implemented in a separate instrument 
23 Competent authority 
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 Member States must establish or designate the 
competent authorities under this Directive 
 
Where more than one is designated, coordination 
arrangements must be established 

Section 18 
Licensing functions may also be transferred under section 34 
 
These will be established by a concordat between the licensing 
authorities in different parts of the UK 

24 Transboundary cooperation  
 In the case of transport, storage sites or storage 

complexes which cross boundaries, the competent 
authorities must jointly meet the requirements of the 
Directive  

To be considered when issue becomes relevant (implementation 
may be administrative) 

25 Registers  
25.1 Competent authority to establish and maintain the 

following registers: 
Section 29  
The register will be maintained by the Secretary of State for the 
whole of the UK   

25.2 Registers to be taken into consideration in other 
planning and permitting decisions in connection with 
activities in registered storage sites 

To be implemented administratively 
 
  

26 Information to the public No further provision required 
27 Reporting by Member States To be Implemented administratively 
28 Penalties  
 Member States must lay down effective, 

proportionate and dissuasive rules on penalties for 
breach of national provisions adopted to implement 
the Directive  
 
and take all measures necessary to implement 
them 
 
and must notify them to Commission 

Sections 22, 23 and 25 and 27(5) 
 
 
 
 
Section 28 and to be implemented administratively 
 
 
To be Implemented administratively 
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29 Amendments of Annexes  
30 Committee procedure  
31 Amendment of Directive 85/337 [                                  ]  
32 Amendment of Directive 2000/60 No new provision required 
33 Amendment of Directive 2001/80 To be implemented administratively 
34 Amendment of Directive 2004/35 [                                  ] 
35 Amendment of Directive 2006/12 To be implemented in a separate instrument 
36 Amendment of Regulation 1013/2006  No transposition required  
37 Amendment of Directive 2008/1 To be implemented by a separate instrument 
38 Review by the Commission  
39 Transposition and transitional measures  
39.1 Transposition to be by 25 June 2011 

 
 
Measures to be communicated to Commission 
 
Measures must contain or be accompanied by a 
reference to the Directive 

Regulation 1 
Further implementing instruments will be made before the 
transposition deadline 
Implemented administratively 
 
Regulation 1(3)  

39.2 Other main provisions in field covered by Directive 
to be communicated to Commission 

To be implemented administratively 
 

39.3 Transitional provisions for existing storage sites There are no existing sites. 
40 Entry into force of the Directive  
41 Addressees  
Annex 
I 

Criteria for assessment of storage complex Regulation 7(1)(a) 

Annex 
II 

Criteria for monitoring plan, and 
 
post-closure monitoring 

Regulation 6(3)(e) and Schedule 2, paragraph 2(5) 
 
Regulation 13(1)(b) 
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Introduction 
 
1. The Energy Act 2008 (Storage of Carbon Dioxide) (Scotland) Regulations 

2011 (“the Regulations”) were made in exercise of the powers conferred 
by section 2(2) of the European Communities Act 1972 in partial 
implementation of an EU Directive whose  purpose is to contribute to the 
fight against climate change.  As they make provision for an environmental 
matter they are within the competence of the Scottish Ministers. The 
Regulations are subject to affirmative resolution procedure.   

 
Background 
 
2. The purpose of the Regulations is to partly implement Directive 

2009/31/EC of the European Parliament and of the Council of 23 April 
2009 on the geological storage of carbon dioxide (“the Directive”).   

 
3. The provisions of Chapter 3 of Part 1 of the Energy Act 2008 (“the Act”) 

prohibit the exploration or storage of carbon dioxide without a licence.  
This prohibition and licensing regime only apply to the offshore area from 
0-200 nautical miles.   Scottish Ministers are the licensing authority for the 
territorial waters adjacent to Scotland (0-12 nm) and the Secretary of State 
for Energy and Climate Change is the licensing authority for the offshore 
area beyond the 12 mile limit (12-200 nm).   

 
4. Article 1 of the Directive provides that it applies in the territory of Member 

States, their exclusive economic zones and their continental shelves.  
Articles 5 and 6 of the Directive provide that Member States must ensure 
that no exploration or storage of, carbon dioxide takes place without a 
permit.   These Articles are implemented by regulation 2 of the 
Regulations, which extend the territorial scope of the prohibition of 
unlicensed activities in Chapter 3 of Part 1 of the Act to onshore Scotland 
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and its internal waters.   The Storage of Carbon Dioxide (Licensing etc.) 
Regulations 2010 make provision for the operation of the licensing regime, 
and will come into force at the same time as the Regulations. 

 
5. The Regulations have to be in force by 25 June 2011 to meet the deadline 

for the transposition of the Directive. 
 
Consultation  

 
6. A consultation carried out by BERR in June 2008 “Towards Carbon 

Capture and Storage” sought views on further steps that could be taken to 
prepare for and support the deployment of CCS technologies. The 
consultation was largely based on the proposals for the Directive.  The 
Scottish Government supported this consultation across the UK on the 
basis that Scottish industrial stakeholders had expressed a preference for 
one single UK consultation and the Scottish Ministers have been informed 
by the views expressed in making this instrument.     

 
Financial Effects  
 
7. The amendment of the Act extends the powers of the Scottish Ministers to 

licence storage of carbon dioxide for the purpose of implementing the 
Directive.  However, Article 4 of the Directive provides that Member States 
have the right not to allow carbon storage in any part of their territory, and 
the policy position throughout the United Kingdom is that no licences will 
be granted for onshore storage of carbon dioxide.  In those circumstances, 
there will be no impact of the costs of business.     A full RIA will be carried 
out for the Storage of Carbon Dioxide (Licensing etc.) (Scotland) 
Regulations 2010 referred to above.     

 
Transposition of EU Directive 
 
8. The Regulations will meet part of the requirements to transpose the EU 

Directive on CO2 storage by 25 June 2011.  The Storage of Carbon 
Dioxide (Licensing etc.) (Scotland) Regulations 2011 (S.S.I. 2011/24) 
implement those Articles of the Directive which deal with the carbon 
storage licensing regime, and will be accompanied by a detailed 
Transposition Note.   

 
European Directive  
 
9. The ROS, in tandem with the ROO, forms an important part of the UK’s 

compliance with article 3.1 of the European Directive on the promotion of 
electricity produced from renewable sources (Directive 2001/77/EC).  
Article 3.1 provides that member states shall take appropriate steps to 
encourage greater consumption of renewable electricity in pursuit of 
national indicative targets.   
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State Aid 
 
10. All UK Renewables Obligation Orders require State Aid clearance as the 

recycling of buy-out funds to compliant suppliers is deemed by the 
Commission to constitute a State Aid.  An application has been submitted 
to the Commission by the Department of Energy and Climate Change for 
approval relating to the changes contained within the 2011 Orders across 
the UK, namely the measures proposed around offshore wind phasing and 
sustainability criteria for biomass and bioliquids.  Separate approval for the 
Scottish Government’s proposed amendment to the enhanced wave and 
tidal stream definitions was received from the Commission in 20101.    

 
11. The Commission’s response is expected at the beginning of February, and 

every indication is that it will be positive.  As in previous years, however, 
Ministers will not make the Order, subject to its approval by the Scottish 
Parliament, in the absence of the Commission’s approval.       

 
Financial Impacts 
 
12. The ROS creates additional costs for electricity suppliers, which they can 

then pass through to industrial, business and domestic consumers as part 
of their electricity bills.  By way of illustration, estimates published in 
previous years by Ofgem, the industry regulator, have forecast that the 
Obligation added around £12 to annual electricity bills in 2009/10, and that 
these costs could rise to around £20 per year by 2015.  However, the 
extent to which the additional costs incurred by suppliers are actually 
passed through to each consumer group is a matter for the suppliers 
themselves, meaning that robust estimates remain difficult.   

Regulatory Impact Assessment 

13. The amendment of the Act extends the powers of the Scottish Ministers to 
licence storage of carbon dioxide for the purpose of implementing the 
Directive.  However, Article 4 of the Directive provides that Member States 
have the right not to allow carbon storage in any part of their territory, and 
the policy position throughout the United Kingdom is that no licences will 
be granted for onshore storage of carbon dioxide.  In those circumstances, 
there will be no impact of the costs of business.     A full RIA has been 
carried out for the Storage of Carbon Dioxide (Licensing etc.) (Scotland) 
Regulations 2011 which are also currently being laid. 

Subordinate Legislation Committee Report 

14. The Subordinate Legislation Committee (SLC) considered this instrument 
and agreed that no points arose in relation to the instrument.2 

 

                                            
1 http://ec.europa.eu/eu_law/state_aids/comp-2010/n259-10.pdf  
2 Subordinate Legislation Committee 8th Report, 8 February 2011. 
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Action 

15. The Committee is invited to decide whether it wishes to agree or 
disagree to motion S3M-7800 and to report its decision to Parliament 
no later than 7 March 2011.  

 
Stephen Imrie 

Clerk to the Committee 
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Economy, Energy and Tourism Committee 
 

7th Meeting, 2011 (Session 3), 2 March 2011 
 

SUBORDINATE LEGISLATION  
 
SSI title and 
number: 

The Renewables Obligation (Scotland) 
Amendment Order 2011 

 
Type of Instrument: 

 
Affirmative – Standing Orders 10.6.1(a)  

 
Date Laid: 

 
2 February 2011 

 
Date circulated to Members: 

 
3 February 2011 

 
Economy, Energy and 
Tourism Committee deadline 
to report on SSI: 

 
14 March 2011 

 
Introduction 
 
1. Scottish Ministers are committed to the promotion of renewable energy 
in Scotland; as part of this, they have set a target that 80% of the electricity 
generated in Scotland (as a proportion of gross consumption) should come 
from renewable sources by 2020, with an interim target of 31% by 2011.  This 
commitment is an important part of a package of initiatives aimed at tackling 
climate change.  The Renewables Obligation (Scotland) Order, or ROS, is a 
key measure in terms of increasing the amount of renewable electricity 
generating capacity in Scotland. 
 
Background to the Renewables Obligation 
 
2. The ROS, an affirmative order, was first made in 2002 under powers in 
the Electricity Act 1989 which were executively devolved  (as regards 
Scotland) to the Scottish Ministers.  The Order imposes an obligation on 
electricity suppliers to provide an increasing percentage of their supply to 
customers in Scotland from qualifying renewable energy sources.   
 
3. In line with the wishes of the energy sector subject to the Order and 
those affected by its provisions, the ROS was introduced in almost identical 
terms to the Renewables Obligation Order 2002 (the ROO), covering England 
and Wales, which also came into force on April 1 2002.  Following reviews of 
its operation and to accommodate the introduction of a number of changes, 
the ROS has been revised and replaced or amended each April from 2004 
through to 2010.  For example, the ROS was amended in 2007 to introduce a 
system providing higher levels of support to wave and tidal generation located 
in Scottish waters. 
 
4. The UK Renewables Obligations work by awarding generators of 
electricity from eligible renewable sources a number of Renewable Obligation 
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Certificates, or ROCs, for each MWh (megawatt hour) of electricity they 
generate.  Following important changes introduced in April 2009, ROCs are 
awarded to renewable generators in different numbers or “bands”, depending 
on technology.  The certificates are a marketable commodity, and are bought 
by licensed electricity suppliers.   
 
5. The market for ROCs is created by imposing an annual and increasing 
obligation on licensed electricity suppliers to provide a number of ROCs.  
Suppliers can demonstrate compliance with their Obligation by providing 
Ofgem with either the requisite number of ROCs, or by paying the buyout 
price, or by a combination of the two methods.  The buy-out price is a fixed 
sum payable to Ofgem in lieu of providing ROCs; payments thus made 
constitute the buy-out fund.  
 
6. The monies paid into the buyout fund are shared between those 
suppliers who have provided ROCs, and in proportion to the number of 
certificates they produce.  This means that those suppliers who are unable to 
produce ROCs effectively reward their competitors, driving the market value 
of ROCs and thus providing income for renewable generators.  
 
Background to the 2011 Amendment Order  

 
7. The 2011 Amendment Order proposes a number of changes to the 
ROS.  These comprise: 
 

• The introduction of phased support for offshore wind projects; 
• The introduction of mandatory reporting against greenhouse gas and 

land sustainability criteria for solid biomass and biogas; 
• The introduction of mandatory sustainability criteria for bioliquids in 

accordance with the EU Renewable Energy Directive; and 
• An amendment to the definitions of enhanced wave and tidal stream 

power. 
 
8. The changes in respect of offshore wind recognise and are based on 
the length of time which it takes to manufacture, install and commission 
projects of this type and scale.  Offshore wind generators will be able as a 
result to register numbers of turbines within a project in five separate phases, 
over a maximum period of five years.        

9 The sustainability criteria for solid biomass and biogas electricity will 
result in mandatory reporting against specified criteria from April 2011 for all 
generators above a certain size.  In addition to the mandatory sustainability 
for bioliquids, the Order also inserts a new definition for bioliquids derived 
from fossil fuel, and requires generators using bioliquid to provide 
sustainability audit reports.  

10. The UK order also contains an additional change which extends to 
Scotland.  It inserts a definition of "bioliquid" into the renewables part of the 
Electricity Act 1989, and excludes bioliquids produced from fossil fuels from 
the scope of the definition of fossil fuel.  These necessary changes can only 
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be made at Westminster, and we have agreed with the UK Department of 
Energy and Climate Change that the UK order should extend these changes 
to Scotland. 
 
11 The amendments to the enhanced wave and tidal stream definitions 
will limit the exclusion from eligibility under those definitions to projects which 
have received a capital or revenue grant funding award on or before 19th 
September 2008, the point at which the proposed levels for the enhanced 
wave and tidal stream bands were published for consultation.  

Enabling powers  
 
12. The ROS is being made under powers conferred by sections 32 to 32M 
of the Electricity Act 1989, as amended and introduced by the Energy Act 
2008.   
 
Consultation 
 
13. Prior to its introduction in April 2002, the ROS was the subject of two 
consultations, the first between November 2000 and February 2001, and a 
formal statutory consultation between August and October 2001.  Statutory 
consultations also preceded the introduction of all the revised ROS Orders 
from 2004.  A consultation took place between September and December 
2010 on the changes contained within the 2011 Amendment Order.   
 
European Directive  
 
14. The ROS, in tandem with the ROO, forms an important part of the UK’s 
compliance with article 3.1 of the European Directive on the promotion of 
electricity produced from renewable sources (Directive 2001/77/EC).  Article 
3.1 provides that member states shall take appropriate steps to encourage 
greater consumption of renewable electricity in pursuit of national indicative 
targets.   
 
State Aid 
 
15.  All UK Renewables Obligation Orders require State Aid clearance as 
the recycling of buy-out funds to compliant suppliers is deemed by the 
Commission to constitute a State Aid.  An application has been submitted to 
the Commission by the Department of Energy and Climate Change for 
approval relating to the changes contained within the 2011 Orders across the 
UK, namely the measures proposed around offshore wind phasing and 
sustainability criteria for biomass and bioliquids.  Separate approval for the 
Scottish Government’s proposed amendment to the enhanced wave and tidal 
stream definitions was received from the Commission in 20101.    
 
 
 

                                            
1 http://ec.europa.eu/eu_law/state_aids/comp-2010/n259-10.pdf  
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16. The Commission’s response is expected at the beginning of February, 
and every indication is that it will be positive.  As in previous years, however, 
Ministers will not make the Order, subject to its approval by the Scottish 
Parliament, in the absence of the Commission’s approval.       
 
Financial Impacts 
 
17. The ROS creates additional costs for electricity suppliers, which they 
can then pass through to industrial, business and domestic consumers as part 
of their electricity bills.  By way of illustration, estimates published in previous 
years by Ofgem, the industry regulator, have forecast that the Obligation 
added around £12 to annual electricity bills in 2009/10, and that these costs 
could rise to around £20 per year by 2015.  However, the extent to which the 
additional costs incurred by suppliers are actually passed through to each 
consumer group is a matter for the suppliers themselves, meaning that robust 
estimates remain difficult.   

Business and Regulatory Impact Assessment 

18. A Regulatory Impact Assessment was undertaken in relation to the 
draft Order (attached at Annexe A). 

Subordinate Legislation Committee Report 

19. The Subordinate Legislation Committee (SLC) considered this 
instrument and agreed that no points arose in relation to the instrument.2

Action 

20. The Committee is invited to decide whether it wishes to agree or 
disagree to motion S3M-7872 and to report its decision to Parliament no 
later than 14 March 2011.  

 
Stephen Imrie 

Clerk to the Committee 

                                            
2 Subordinate Legislation Committee 11th Report, 8 February 2011. 
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ANNEXE A 
 
Business and Regulatory Impact Assessment for the  
Renewables Obligation (Scotland) Amendment Order 2011 
 
1 Title of Proposed Regulation 
 
1.1 Renewables Obligation (Scotland) Amendment Order 2011 
 
2 Purpose And Intended Effect Of Measure 
 
Objectives 
 
2.1 The prime objective of the Renewables Obligation (Scotland) 
Amendment Order 2011 (the ROS) is to ensure that the ROS is capable of 
driving the substantial increases in renewable electricity in Scotland which will 
be necessary to help meet Scottish Government targets.  The Order will: 
 

• Enable offshore wind capacity to be accredited in separate phases 
over a period of time; 

• Introduce mandatory reporting and sustainability criteria for solid and 
gaseous biomass; and 

• Introduce mandatory sustainability criteria for bioliquids, in accordance 
with the EU Renewable Energy Directive (RED). 

 
Background 
 
2.2 The Renewables Obligation mechanism was introduced in 2002, with 
separate Orders in England and Wales, Scotland (and later Northern Ireland).  
These combined to create an obligation on licensed electricity suppliers 
across the UK to source more power from eligible sources of renewable 
electricity, such as wind, biomass, hydro, wave and tidal power.  The 
Obligation remains the primary instrument via which renewable electricity 
generation targets in Scotland (80% of gross electricity demand by 2020) and 
across the UK are being pursued.   
 
2.3 From 1 April 2009, the UK obligation changed from a percentage of a 
supplier's sales to an obligation to present a number of ROCs per MWh of a 
supplier's sales.  The introduction of this change removed the direct link 
between the level of the Obligation and the actual amount of renewable 
energy required to meet it.  One ROC is no longer necessarily equivalent to 1 
MWh of renewable electricity.  This has changed the ROS from an Obligation 
to produce evidence that a percentage of electricity supplied to customers 
comes from renewable sources, to one where suppliers are obliged to present 
a specified number of ROCs.  
 
2.4 The UK Obligations therefore combine to require licensed electricity 
suppliers to produce a certain number of renewables obligation certificates 
(ROCs) in respect of each megawatt hour of electricity that they supply to 
customers during a specified period.  In 2010/11, this number was 0.111 
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ROCs per megawatt hour.  Without the financial support provided by the 
Obligations, most forms of renewable electricity would not be economic and 
the Scottish Government would not achieve its targets for increasing the 
supply of electricity from renewable sources.   
 
Rationale for Government Intervention 
 
2.5 The ROS is the key driver in terms of meeting the Scottish 
Government’s renewable electricity targets.  Achieving this will, particularly in 
light of the demands imposed by the EU Renewable Energy Directive, require 
the ROS and the other UK Obligations to move beyond the current cap in the 
legislation of 20%, and the creation of a longer term framework and incentive 
through the extension of the lifetime of the measure.   
 
2.6 The market will not, without intervention or additional support as 
supplied by the ROS, deliver the required development and deployment of 
renewable technologies to achieve Scotland’s renewables and carbon 
reduction targets.  This is because the carbon price is not yet high enough or 
certain enough to support these higher cost technologies, and there are 
market failures such as positive externalities from innovation, asymmetric 
information and uncertainty, and increasing returns to scale in the power 
sector.  

2.7 The ROS, in tandem with the other UK ROs, needs to increase the 
proportion of renewable electricity to the levels required to meet the EU target.  
To do this, it needs to be structured in order to deliver the right levels of 
support over the right period.  Subject to Parliamentary procedure and State 
Aid approval, the Scottish Government plans to implement changes in April 
2011 to increase the effectiveness of the ROS.  

3 Consultation 

Within Government 
 
3.1 The Order and the related consultation have been subject to 
discussions within Business, Enterprise and Energy Directorate, and 
circulated to colleagues in other Departments with an interest, notably 
Environment, including Forestry Commission (Scotland).  The UK wide nature 
of the Obligation mechanism has been reflected in regular discussions with 
colleagues in the Department of Energy and Climate Change, and the 
Department of Enterprise, Trade and Investment in Northern Ireland. 
 
Public Consultation 
 
3.2 A consultation paper, Renewable Energy: Changes to the Renewables 
Obligation (Scotland) Order 2010: Consultation3), ran for 12 weeks between 
September and December 2010.  This consultation sought views on the 
following proposals: 
 

                                            
3 http://www.scotland.gov.uk/Publications/2009/08/07092158/0  
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A – No change to existing wave and tidal ROC bands  
B – Grandfathering for biomass, and review of future support for biomass 
stations  
C – Biomass sustainability criteria  
D – Sustainability criteria for biofuels 
E – Offshore Wind Phasing 
F – Refurbishment and Replacement  
G – Renewable Heat Support 
H - Mutualisation 
 
3.3. We received 44 responses to our consultation, our response to which 
was published on December 23rd  .   4

 

3.4 Our response explained that we have decided to proceed with the 
following: 
 

• Retention of existing enhanced wave and tidal ROC bands, but with 
amended definitions;  

• Introduction of phasing for offshore wind, subject to certain limitations; 
• Introduction of mandatory reporting against greenhouse gas and land 

sustainability criteria for solid biomass and biogas; 
• Introduction of mandatory sustainability criteria for bioliquids in 

accordance with the EU Renewable Energy Directive.  
 
4 Options, Costs and Benefits 
 
4.1  Do Nothing – under this option, the ROS would not be modified to 
enable phased offshore wind accreditation, to enable the necessary 
amendments to our enhanced wave and tidal stream definitions, or to deliver 
mandatory and other important sustainability criteria.  This would result in an 
Order which was out of step with the rest of the UK, risking future investment 
in offshore wind and marine renewables in Scottish waters and threatening 
the achievement of our binding renewables and climate change targets. 
 
4.2 The costs and impacts of introducing the changes contained in the 
2011 Order are set out within this paper at a pan-UK level; this reflects both 
the combined nature of the Obligations and their creation of a single market 
for renewable electricity across the UK, and is consistent with the way in 
which electricity supply businesses are likely to share their compliance costs 
across a UK customer base. 
 
Amendment to Enhanced Wave and Tidal Definitions 
  
4.3 The proposed amendments to these definitions are designed to 
prevent the current limit within the legislation on projects receiving both 
Government grant support and enhanced ROC levels from applying to 
projects which received or receive Government grant awards after September 

                                            
4 http://www.scotland.gov.uk/Topics/Business-Industry/Energy/Energy-
sources/19185/17612/ROSC1210R  
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19th 2008 – the date at which Scotland’s enhanced marine ROC bands were 
published for consultation. 
 
4.4 Our successful application to the European Commission for State Aid 
approval for this amendment recognised that the early costs of developing 
these projects are such that a project receiving a capital grant in addition to its 
enhanced ROC bands will not breach relevant State Aid thresholds.   
 
4.5 Because the proposed amendment does not alter the size of the 
enhanced ROC bands, it does not affect the Obligation’s costs.     
 
Offshore Wind Phasing
 
4.6 As things stand, the UK Obligations provide less than 20 years support 
to the later phases of large offshore wind stations, since these developments, 
given their scale and complexity, will be constructed in multiple stages.  Under 
the legislation at present, generators can choose to wait until all their 
generating capacity is built before seeking accreditation, which is a perverse 
incentive; the alternative would be to accredit when the first phase (or group 
of turbines) is commissioned, thus receiving less than twenty years of support 
for the subsequent phases as they are commissioned.   
 
4.7 Since the ROC bands for offshore wind are calculated on the basis that 
20 years of support be available, there is a significant risk that without that 
level of support for all of the relevant output, multi-phase offshore wind 
developments may not go ahead.  The changes contained in the 2011 Order 
are designed to eliminate this risk, and to ensure that investment in such 
developments is not threatened. 
 
Costs and Benefits of Offshore Wind Phasing 
 
4.8 Allowing phasing for large offshore wind developments would remove 
the present dilemma facing developers over the choice of accrediting up front 
(and receiving income which could meet subsequent project costs) or waiting 
to accredit, thus ensuring a longer period of support for their projects.   
 
4.9 Through enabling phased accreditation, the 2011 Order will remove 
this dilemma, and thus deliver a small improvement in the project economics 
of proposed new multi-phase offshore wind developments.  This could be 
sufficient to deliver projects otherwise considered marginal, bringing about 
greater progress towards our binding renewable energy targets.   
 
4.10 In terms of costs, there are two possible scenarios, for any individual 
multiphase offshore wind farm, depending on whether phased accreditation 
takes them ‘above the line’ in terms of profitability that allows investment to 
proceed. 
 
4.11 Where phasing results in additional deployment due to improved 
project economics, this deployment will displace investment in other electricity 
generating capacity and there will be an additional resource and ROC subsidy 
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cost.  Where plants would have gone ahead with the same deployment even 
without the phased accreditation, there will be a small transfer from 
consumers to producers. The direct net welfare effect of this impact would be 
zero.  
 
4.12 The following provides illustrative estimates of costs associated with 
increased offshore wind deployment.  It is assumed that “Allowing Phasing of 
Offshore Wind Accreditation” could bring on an additional 200-400 MW of 
offshore wind capacity to be deployed within the UK from 2012 to 2016 (on 
top of an assumed 13 GW in current scenario).  2016 is chosen as a cut-off 
point as, under the current arrangements, the end date of the Obligations is 
2037 and the maximum support period is 20 years.  This means that from 
2017 the phasing of support will cease to be an issue, as things stand.  
 
4.13 The assumption of an additional 200-400 MW of offshore build from 
2012 to 2016 represents 4.3%-8.7% of the total assumed offshore wind build 
over that period.  This is based on judgement rather than on hard evidence, 
used to illustrate the potential impact of allowing phasing of offshore wind 
accreditation.  If the additional 200-400 MW were to displace equivalent 
investment into and generation from combined cycle gas turbine generation, a 
resource cost of between £0.76 to £1.5 billion would be placed on the UK 
economy (cost of offshore generation minus cost of CCGT generation 
excluding carbon cost), offset by 5.1-10.2 Mt of carbon savings valued at 
£117-236 million (range of £59 to £338 million).  
 
4.14 However, if it were to displace small biomass generation (>50 MW 
plants), a resource cost of between £230 to 470 million would be placed on 
the UK economy, but there would be no additional carbon savings assumed.  
Similarly, if it were to displace onshore wind generation, a resource cost of 
between £390 to £790m would be placed on the economy, and there would 
be no additional carbon savings.  However, CCGT generation would not 
contribute to hitting the UK’s 2020 renewables target.  
 
4.15 On the assumption that any additionally incentivised offshore wind 
generation across the UK displaces equivalent generation from small biomass 
and onshore wind, in equal proportions, then this gives an illustrative 
additional resource cost of between £310 to £630 million.    
 
4.16 The cost to electricity consumers across the UK of the deployment of 
an additional 200-400 MW of offshore wind displacing generation from a 
combination of small biomass and onshore wind plant would be around £490-
990 million in Obligations’ subsidy.  An illustrative estimate of potential cost to 
consumers associated with increased support for projects that would be built 
and commissioned without it, can be calculated by looking at a fictional 300 
MW offshore wind farm which commissions one third of all their offshore wind 
capacity in 2012, one third in 2014, and one third in 2016.  Without being able 
to phase accreditation, the first third of the capacity would get 20 years of 
ROC support, the second 18 years of ROC support, and the last third 16 
years of ROC support. This would imply a £1.075 billion Obligation subsidy 
cost.  
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4.17 Getting phased support for this offshore wind park instead would imply 
an Obligation subsidy cost of £1.100 billion. Therefore, implementing phasing 
for a 300 MW plant, where the plant would have gone ahead anyway, implies 
a transfer from UK consumers to producers of £25m (a 2.4% increase of 
Obligation subsidy cost).  It should be stressed again that these scenarios are 
illustrative; there are other possible outcomes and combinations via which 
generation could be displaced, and different geographical weightings and 
contributions which might apply.  This short summary provides a snapshot of 
one such plausible outcome, coupled to an estimate of the costs which would 
be likely to arise and which would be spread across all UK consumers.    
 
Sustainability Criteria for Solid and Gaseous Biomass 
 
4.18 The 2011 Order introduces mandatory reporting against sustainability 
criteria for biomass generators of 50 kW and above.  The objectives behind 
this are to optimise greenhouse gas (GHG) savings, and to prevent adverse 
land use change (e.g. deforestation), thus ensuring that biodiversity and other 
environmental interests are protected.  Incorporating these criteria within the 
ROS can also help minimise indirect adverse impacts arising from use of 
biomass as a fuel – such as on global food supplies, and indirect land use 
change.   
 
4.19 Do nothing option – this would run the risk of biomass being used to 
generate energy which is from unsustainable sources, and where the GHG 
savings on a life cycle basis are minimal or non-existent.   
 
4.20 The sustainability criteria consulted upon, and those which have been 
selected for implementation via the 2011 Order, are built upon the 
recommendations contained within the European Commission report 
published on February 25th 2010.5  It should be noted that these are not 
binding, but were intended by the Commission to act as a guide for member 
states.   
 
4.21 Sustainability reporting was first introduced to the ROS in April 2009.  
This was done to help prepare stakeholders and regulators ahead of a 
(potentially more rigorous) EU wide reporting scheme.  The legislation at 
present requires generators to submit an annual report on biomass 
feedstocks, such as the country of origin and any land use change since 
2005, but doesn’t set a minimum standard to be achieved.   
 
4.22 The 2011 Order goes further than this, requiring biomass generators to 
assess their lifecycle GHG emissions savings relative to fossil fuel (taking into 
account the energy conversion efficiency of their generating station).  
Generators will also be required to confirm that relevant biomass materials 
are not sourced from raw materials obtained from land important on carbon or 
biodiversity grounds.  Following this introduction of mandatory reporting, the 
                                            
5 
http://ec.europa.eu/energy/renewables/transparency_platform/doc/2010_report/com_2010_00
11_3_report.pdf  
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intention is that compliance with agreed sustainability criteria will be required 
from April 2013.     
 
Costs and Benefits of Sustainability Criteria for Biomass 
 
4.23 At the administrative costs level, the EU has a standard cost model to 
estimate the cost of chain of custody certification for biomass station 
operators, suggesting a cost of between £700-2,500 per year.  The model 
suggests that when operators have also to show actual GHG savings, costs 
could be 10-20% higher, implying an additional cost per annum for biomass 
producers (arising from GHG calculation and reporting) of between £70-500.  
Our proposal to exempt small-scale biomass generators (less than 1 MW) 
from the sustainability criteria means that the administrative burden on this 
group of generators will be significantly reduced.  
 
4.24 Studies have suggested that the implementation of sustainability 
criteria could have an effect upon the supply of sustainable biomass 
feedstocks, or on prices, or both.  Analysis carried out at a UK level examining 
the impacts of sustainability criteria and varying levels of GHG saving found 
that the potential impacts of the criteria are strongly influenced by future 
supply projections, and the lifecycle analysis of the feedstocks which 
comprise the relevant supply curves.   
 
4.25 This means that the costs and benefits underlying the introduction of 
these criteria are very difficult to quantify – although work done to date 
suggests that, while the Net Present Value for the UK is likely to be negative 
by 2020, adopting the sustainability criteria is likely to produce additional 
carbon savings.  Meanwhile, Scotland will be represented on the new UK 
Biomass and Biogas Sustainability Implementation Group, due to meet for the 
first time in January 2011, which will consider how the criteria will work in 
operation, and at ways to ensure that small scale users of biomass are not 
unduly burdened.   
 
4.26 The position in Scotland is likely to be further affected by a review of 
biomass support under the ROS which has been proposed for 2011; we 
expect to undertake further analysis as part of and to underpin that review 
process.   
 
Sustainability Criteria for Bioliquids
 
4.27   The Renewable Energy Directive6 requires that electricity generated 
from biofuels must meet the mandatory sustainability criteria as set out in 
articles 17 and 18 of the Directive.  In order for it to continue to receive 
financial support under the ROS, or to count towards renewable energy 
targets more widely, bioliquids must comply with the RED. 
 
4.28 Biofuels and bioliquids have the potential to play a role in helping meet 
our renewable energy and climate change targets; however, this needs to 

                                            
6 http://ec.europa.eu/energy/renewables/biofuels/sustainability_criteria_en.htm  
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happen in a way that delivers genuine GHG savings and avoid carbon 
leakage or adverse environmental impacts elsewhere.  Doing nothing could 
also result in infraction proceedings by the EU. 
 
4.29  In order to be RED compliant, bioliquids used in the electricity sector 
must demonstrate lifecycle GHG savings of:  
(a) 35% from the introduction of the criteria, unless produced in an installation 
in operation on 23 January 2008 when it will start from 1 April 2013  
(b) 50% from 1 January 2017 and  
(c) 60% from 1 January 2018 where produced in installations in which 
production started on or after 1 January 2017.  
 
4.30 For bioliquids the savings are applied on an input basis and apply 
against reference values of 91 grammes CO2/MJ for bioliquids used in 
electricity generation and 77 grammes CO2/MJ for use in heat, set out in 
Annex V(C).19 of the RED.   The following table summarises the implied 
maximum carbon intensity under the proposed sustainability standards  
 
gr. CO2/MJ  35%  50%  60%  
Electricity  59.15  45.5  36.4  
Heat  50.05  38.5  30.8  
 
4.31  There are further provisions which are designed to prevent: 
 

• conversion of land with a high biodiversity value (e.g. primary forests, 
grassland);  

• change to the status of land with high carbon stock (forest and 
wetlands);  

• the drainage of peatlands.  (Bioliquids from wastes and residues other 
than those derived from agriculture, forestry, aquaculture and fisheries, 
are excluded from these provisions).  

 
4.32  The RED prevents the UK as Member State from making additional 
sustainability criteria; moreover, Member States cannot refuse to award on 
sustainability grounds bioliquids which comply with the criteria.  The RED also 
considers as renewable biofuels and bioliquids manufactured from a process 
which requires the use of fossil fuel and results in the chemical incorporation 
of fossil derived elements within the renewable fuel.  One such process is the 
production of Fatty Acid Methyl Ester – derived biodiesel – FAME.  We are 
therefore, in compliance with the RED, extending the ROS to biodiesel made 
partly from fossil fuel.  
 
Costs and Benefits of Bioliquids’ Sustainability Criteria 
 
4.33 Information on current prices for virgin oil feedstocks and even waste 
oils suggests that generating electricity from bioliquids would appear to be a 
rather expensive option compared to using solid feedstocks or other forms of 
renewable energy. This would explain the small proportion of such feedstocks 
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currently being used (mostly tall oil which has the lowest price due to limited 
competing uses).  
 
4.34 Nevertheless, where interest may exist in expanding the use of 
bioliquids in CHP applications is in certain ‘niche’ markets; their advantage is 
claimed to lie in their higher energy intensity and lower air pollutant emissions 
compared to solid biomass. In dense urban areas with high concern over air 
quality and where storage facilities are limited, bioliquids may offer the only 
bioenergy solution.  
 
4.35 Information prepared by the National Non-Food Crops Centre 
(NNFCC7) looking at different scenarios for potential uptake of the various 
technologies and feedstocks across the UK by 2020, based on existing plants, 
projects currently in the planning process and the stated intention from 
industry.  The scenario considered most realistic estimated that stations 
(including industrial and CHP) using bioliquids may amount to over 650 MW 
by 2020.  We do not have a capacity forecast for Scotland alone.  
 
4.36 Bringing FAME (Fatty Acid Ethyl Ester) into the Obligations could 
potentially have a significant impact on the size of the bioliquid sector.  Based 
on current costs estimates, however, it would not appear to be an 
economically attractive feedstock and technology choice.  If this was to 
change, it may displace certain other bioliquid feedstocks.   
 
4.37 FAME may for example be an option for existing diesel generators 
which could use that feedstock in the form of a blend or conversion of kit to 
run on 100% biodiesel.  According to the NNFCC (based on discussion with 
the industry), any additional uptake on this feedstock should be limited in the 
absence of strong additional financial incentives.   
 
4.38 Based on the potential generation of co-firing with FAME found in the 
NNFCC “realistic” scenario, and support equivalent to 1 ROC per MWh, the 
subsidy cost of including this in the UK Obligations could be around £9m in 
2020 and £140m cumulative to 2030.  However, support levels for all 
technologies will be reviewed over the coming year as part of the Obligations’ 
banding review.  
 
4.39 The NNFCC work has enabled the production of resource cost 
forecasts, using information on biofuel plant and feedstock costs, working on 
the assumption that any shortfall of renewable energy generated from liquid 
biomass needs to be met by an expansion of an alternative renewable 
technologies, in order to stay on track towards our renewables targets.   
 
4.40 The analysis assumes wind energy (on or off shore) to be the 
replacement technologies as these provide a range for potential cost impacts 
and there is spare deployment potential for these technologies up to 2020.  
Since onshore wind currently qualifies for one ROC per MWh generated while 
offshore installations receive 2 ROCs/MWh, a MWh generated by ‘average’ 

                                            
7 NNFCC report forthcoming. 
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wind thus receives the same 1.5 ROCs as bioliquids, thus the subsidy cost of 
switching between the two technologies is zero.  
 
4.41 At the level of administrative costs, Ofgem estimates that implementing 
the scheme might incur initial IT and staff costs of around £1m.  The ongoing 
staff requirement during operation is expected to be 1-2 FTEs for the first two 
years rising to 2-3 FTEs thereafter.  Using average salary and overhead 
costs, this would imply approximate costs of £75,000 per year initially, 
increasing to £125,000 per annum.  
 
4.42 To qualify for ongoing support, it is expected that operators will have to 
verify the sustainability of their feedstocks on an annual basis.  Estimates 
from the Renewable Fuels Agency (RFA) suggest that those verification costs 
could amount to less than £15,000 for large generators, and around £1,500 
for smaller stations.  There would also be some small administrative costs for 
operators, estimated at £500 per annum.    
 
4.43 The main benefit of the sustainability criteria is to limit the risk of 
environmental degradation through negative land use change, and to ensure 
that bioliquid feedstocks produce significant net increase in carbon savings.  
Additional environmental and social effects, both positive and negative, are 
likely to occur. There are sustainability concerns which fall outside the 
mandatory criteria, although the Commission has a commitment to continue 
monitoring, and to propose action if appropriate.   
 
4.44 These concerns include effects on air, soil and water, food prices and 
indirect land use change (ILUC).  ILUC occurs when an overall increase in 
demand for a feedstock displaces land which would otherwise be used for 
food, therefore causing additional conversion of land elsewhere. If the land 
converted was of high carbon stock, the net greenhouse gas emissions could 
be higher in the short term than burning the equivalent fossil fuel.  
 
4.45 The Commission has recently consulted on the likely relevance of the 
problem posed by ILUC and on potential ways of addressing it.8

 
5 Small / Micro Firms Impact 
 
5.1 The major impact of the Obligation on the large majority of small 
businesses is likely to continue to come from increased costs of electricity 
which, while affecting all electricity consumers, will represent a larger 
proportion of income for smaller companies.  
 
5.2 Small businesses involved in licensed electricity supply should not 
experience any additional burdens from this set of proposed amendments. 
 
 
 
 

                                            
8 http://ec.europa.eu/energy/renewables/2010_10_31_iluc_and_biofuels_en.htm  
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6 Legal Aid Impact Test 
 
6.1 This test is not considered relevant to the changes to the ROS. 
 
7 ‘Test Run’ of Business Forms 
 
7.1 The changes to the ROS do not involve business forms. 
 
8 Competition Assessment 
 
8.1 The ROS is a market-based instrument that operates in a competitive 
market for electricity.  The rules of the ROS apply in a non-discriminatory way 
to all participants in the renewables industry and electricity sector.  It is 
intended that this will remain the case.  The proposed changes, coupled with 
the retention of the mechanism which recycles money from the buyout fund, 
should act as a positive incentive to competition between existing and new 
renewable generators, as well as licensed electricity suppliers.  
 
9 Enforcement, Sanctions and Monitoring 
 
9.1 The ROS, like all UK Renewable Obligations, is administered and 
enforced by Ofgem. Non-compliance is considered a breach of a ‘relevant 
requirement’ of the Electricity Act and Ofgem may impose appropriate 
sanctions.  Ofgem reports annually on its administration of the Obligations 
and conducts regular audits in relation to compliance. 
 
9.2 The changes proposed do not introduce any new powers of sanction.  
Allowing phasing of offshore wind support might lead to Ofgem having slightly 
more accreditations to process, but this would add only marginally to their 
administration costs.  There will also be limited IT and staff costs for Ofgem 
arising from the introduction of biomass and bioliquid sustainability criteria and 
reporting, as covered in section 4.   
 
10 Implementation and Delivery Plan 
 
10.1 The Renewables Obligation (Scotland) Amendment Order 2011 will be 
laid before the Parliament at the beginning of February 2011, and is due to 
come into force with effect from April 1. 
 
11 Post-Implementation Review 
 
11.1 The legislation requires the Scottish Government to carry out reviews 
of the ROS on an agreed timetable.  Subject to the triggers for an early or 
“emergency” review set out in the ROS, the legislation which accompanied 
the introduction of banding proposed that the first review of the banding levels 
may commence in October 2010, and that subsequent reviews should 
operate at four yearly intervals.  In accordance with that provision, a review of 
technology costs is currently underway, with consultation on the outcomes 
expected to take place later in 2011.   
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11.2 The Scottish Government will continue to work closely with Scottish 
stakeholders, the other UK administrations and with Ofgem on future changes 
to the mechanism. 
 
12 Summary and Recommendation 
 
12.1 The recommendation is that the proposed changes be made to the 
ROS, thus consolidating the ROS and its effectiveness as part of a UK 
renewable electricity market while supporting progress towards and the 
achievement of the Scottish Government’s renewable electricity targets. 
 
13 Declaration and Publication 
 
13.1 I have read the Regulatory Impact Assessment and I am satisfied that 
the benefits justify the costs. 
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Economy, Energy and Tourism Committee 
 

7th Meeting, 2011 (Session 3), Wednesday, 2 March, 2011 
 

The Draft Renewables Obligation (Scotland) Amendment 
Order 2011 – written submission 

 
 
Background 
 
1. The Committee received the following written submission relevant to this 

meeting, providing views on The Draft Renewables Obligation (Scotland) 
Amendment Order 2011: 

 
• Scottish Renewables  
 

2. The submission is attached in the annexe to this paper and Members are 
invited to take it into account in their deliberations when discussing this agenda 
item. 
 
Diane Barr 
Assistant Clerk to the Committee 
February 2011 
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The Draft Renewables Obligation (Scotland) Amendment Order 2011 

Scottish Renewables and RenewableUK made a joint response to the Changes to 
the Renewables Obligation (Scotland) Order 2010 consultation, which closed on 1 
December 2010. In this response, Scottish Renewables and RenewableUK made 
the following key points: 
 

• We do not agree that the RO enhanced bands should be left 
unchanged. Additional support is required if Scotland is to build on its 
world lead and  see the deployment of the world’s first tidal arrays. We 
therefore recommend that the tidal banding be raised to 5 ROCs. 

• We do not agree with the proposal not to grandfather biomass 
electricity projects in Scotland. We believe this will perturb potential 
investment and result in would-be-investors developing projects south 
of the border. 

• We support Sustainability Criteria, but see value in this being a phased 
process in line with the rest of Europe.  

• We agree that phased support for offshore wind projects is necessary.  
 
Provisions within the Draft Renewables Obligation (Scotland) Amendment 
Order 2011 

Scottish Renewables welcomes the proposals in the draft Order 2011, which are 
broadly in line with our recommendations contained within the joint response to the 
consultation, namely: 

• that biomass generating stations, as well as stations using energy 
from waste and anaerobic digestion, will be grandfathered in Scotland 
at the rate applicable at the point of accreditation; 

• that phased support for offshore wind projects, particularly allowing 
offshore wind stations to register groups of turbines in phases; and 

• that Sustainability Criteria be implemented.  

However, the Scottish Government has not acted upon our suggestion to increase 
tidal stream support to same level as wave support, i.e. both to receive 5 ROCS, 
stating that they are not in a position to change the tidal band in April 2011 as part 
of the current legislative amendment, but will commit to continue working with the 
sector and other stakeholders, and to incorporating new evidence which supports a 
change to the current position into a review of the ROS which will take place during 
2011, in the context of the wider technology costs review. 
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We will continue to press for the above suggestions to be acted upon for the 
reasons set out in the joint response to the consultation as follows: 

Increase banded support for tidal stream devices 

At this early stage of the industry development there is little or no difference 
between the costs of wave and tidal project development, therefore the two 
technologies should not be supported at different levels. By leaving the banding 
unchanged there is a significant risk to the development of the tidal stream industry 
as the current global lead is fragile. We are at a critical juncture now where support 
measures need to be strengthened and refocused in order to ensure that the sector 
gets fully underway and that Scotland and the UK secures the predicted benefits of 
10,000 direct jobs, annual investment of £3.7bn and gross added value of £530m 
per annum in 2020, through targeting the addition of 1.6GW or more to UK 
renewables capacity. 

The commissioning of a report on the financial requirements of the wave and tidal 
industry is welcomed, however the Ernst & Young and Black & Veatch report “Cost 
of support of wave, tidal stream and tidal range generation in the UK”, referenced in 
the consultation document, has caused concern within the industry due to the 
assumptions made and inconsistencies. The recently produced RenewableUK 
publication, “Channelling the Energy”1 draws together industry ratified aggregated 
data for wave and tidal stream technology.  Hence we strongly encourage Scottish 
Government to act upon the conclusions which are drawn from the Channelling the 
Energy report and act upon the Industry and Government recommendation in the 
Marine Energy Road map, produced by FREDS (Forum for Renewable Energy 
Development Scotland) and the Scottish Renewables Marine Policy Paper 
published in November 2010, that tidal energy should receive 5 ROCs/MWh.   

Scottish Renewables and RenewableUK have consulted extensively with industry 
and have summarised below the broad areas of difference between the E&Y report 
and the RenewableUK report: 

1. The support requirements in the E&Y report are focused on 2020 and beyond, 
with no reference to what is required between 2010 and 2020. In contrast the 
RenewableUK “Channelling the Energy” report outlines the key requirements for the 
critical period up to 2020. Basing the current support levels purely on 2020 figures 
will result in the industry being caught in a catch-22 and never get beyond its 
current stage of full scale prototype. With the potential to deliver a far greater 
installed capacity before 2020 than the E&Y report suggests, as well as securing 
the full economic benefits of a global leading position, Government financial support 

                                                 
1 Channelling the Energy: A way forward for the UK wave and tidal industry towards 2020, 
RenewableUK, October 2010. 
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must be provided at the necessary level now, not targeted from 2020 onwards, to 
bring the UK marine power sector to fruition. Industry therefore strongly advises 
both Governments to use the costs data within the RenewableUK report to inform 
their imminent RO banding reviews. If the Scottish Government waits until 2020 to 
provide sufficient support to the industry (or base current support on 2020 
projections) then the opportunity will be lost, as has been demonstrated through 
comparison of the development of the onshore wind industry in Denmark and the 
UK.  

2. The E&Y report contains a significant number of discrepancies. As an example 
for tidal stream the differentiation between tidal deep and tidal shallow is referenced 
as both 40m and 50m in the same section of the report. The build-out rate for tidal 
shallow shows 203MW by 2022, but also by 2019 (tidal deep is similarly referenced 
with different dates for 23MW at 2019 and 2022). Also, and probably more 
importantly, there is confusion over capacity factor, load factor and net load factor 
within the report, with differing percentages being used throughout for the same 
parameters. This leads to confusion, resulting in the findings of the report potentially 
being open to criticism and question.  When surveying industry, “Channelling the 
Energy” reveals that Utilities are likely to finance the development of the first marine 
energy farms.  It is also evident that these companies use an average capacity 
factor of 30% when calculating the energy which will be produced from a project 
and in turn the revenue it will generate.  It seems logical that as Utilities will provide 
the bulk of the finance do deliver the world’s first marine energy farms, that 
Government should stimulate this investment and calculate its revenue incentives in 
line with the assumptions that the private sector is using to draw investment. 

3. The authors of the E&Y report have assumed extremely pessimistic build rates 
with only 23MW of tidal deep (>40m or 50m) installed by 2020 (or possibly 2019 or 
2022), and the first 10MW project not anticipated before 2018. Similarly, by 2020 
only 203MW of tidal shallow is predicted. Industry is seriously concerned that the 
Pentland Firth 1.6GW programme is not even mentioned, let alone other likely 
developments around the UK, and the National Renewable Energy Action Plan 
target of 1.3GW is not recognised.  This would result in the UK failing to achieve its 
2020 renewable energy target.  By contrast the RenewableUK report draws on the 
recently produces “Offshore Valuation Report”, which was commissioned by 
Government, for its deployment rates. 

4. Scottish Renewables and RenewableUK are incredibly apprehensive about the 
quality of the assumptions used within the E&Y report, namely that, despite the 
assumed slow growth, significant learning rates are still applied from 2010 to 2020, 
which is assumed will bring down costs considerably over this period. A key 
example is that by 2020 the CAPEX listed for tidal deep is assumed to be 
£3.5m/MW, indicating a 60% cost reduction from the pre-demonstration phase 



 

5 
 

based on only 13-23MW of delivered capacity (depending on which of the 
conflicting dates from the report is applied). This is below the range listed in the 
RenewableUK report, which is based on utility information and provides a CAPEX 
range of £4.3-8.4m/MW for the first 10MW tidal energy projects. Whilst we agree 
that learning will bring costs down considerably over time, it is incongruous to 
assume this will happen whilst at the same time assuming highly pessimistic 
deployment rates. Additionally, the error bars in the CAPEX and OPEX costs are 
not defined properly and would appear to be too narrow based on the uncertainty of 
the data and inputs (which is continually highlighted in the report). We would have 
expected the range to be significantly more than detailed in the report 
(approximately 20%).   

5. Furthermore, all tidal demonstration projects are assumed to be located in the 
highest energy locations with high capacity factors. This will not always be possible 
or indeed sensible as technology may indeed need to be tested and modified in less 
extreme environments. Figure 2 (page iv) lists a demonstration project (10MW) 
capacity factor for shallow tidal stream of 47%; this is 17% higher than the industry 
agreed capacity factor of 30%. Pre-demonstration and demonstration projects will 
also have lower availability figures, due to the lack of serious O&M support that will 
only be available to commercial projects. It is unclear from the E&Y report if this has 
been factored into the analysis. 

6. Scottish Renewables and RenewableUK request clarity over the definition of the 
term “optimism bias” in Appendix C and how this was used in interpreting data. We 
also believe further clarification should be provided as to why the cost reduction 
between pre-demonstration and demonstration projects for both shallow and deep 
tidal stream is in the region of £270-290/MWh, while wave energy is only 
£150/MWh. 

This case is further supported by the Energy Technology Institute Marine Energy 
Technology Road Map which outlines a similar cost of energy in 2010, CAPEX £4m 
- £7m/MW and after 1-2GW installed capacity has been reached in 2020 the 
CAPEX is estimated to reach £2.5m-£4m/MW. The respective load factors for 2010 
and 2020 are 25-25% and 35-40%, rising to a maximum of 40-45% by 2050.  Again, 
more data is more akin to the findings of the RenewableUK report and supports its 
findings and conclusions. 

Without stimulating the investment in the initial projects the marine energy industry 
will fail to develop.  Surveys completed by DECC and RenewableUK clearly explain 
that this investment is most likely to be drawn from Original Equipment 
Manufacturers and Utilities, opposed to traditional forms of finance; VC, Angels and 
banks.  Whilst there is a currently a large amount of investment from industrial 
partners, it has been made clear that without the view of long term suitable revenue 
support the private sector will fail to fund the sector.  Government has a unique 
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opportunity to secure a global manufacturing base from a long term sustainable 
industry, the current global lead and first mover advantage can be cemented if 
Government acts upon the data provided by industry within this consultation 
response.  Failure to do so would inevitably drive marine energy technology 
developers overseas to more attractive markets.  

By making a direct comparison of the figures listed in both the Ernst & Young and 
RenewableUK reports (Table 1), it is evident that by using the most up to date 
industry ratified figures for marine energy costs: both wave and tidal stream 
energy projects require revenue support of 5 ROC/MWh, to support the first 
marine energy projects.   This market pull signal is essential to draw early 
investment into technology development and deployment of the world’s first marine 
energy farms within UK waters.  The E&Y report also makes a clear case that 
marine energy costs will reduce as installed capacity increases.   

Table 1.Comparison of Marine Energy Assumptions used in Channelling the 
Energy and the Government Commissioned E&Y and B&V report. 

 
 Channelling the 

Energy Government Report 

Input 
 

Units Wave Tidal Wave 
Tidal 

(Shallow) 
Tidal 

(Deep) 
Capex £m/MW 5.4 5.4 4.9 4.3 3.5 
Opex £k/MW/yr 0.22 0.19 0.29 0.31 0.16 
Plant Capacity MW 10 10 10 10 10 
Capacity Factor % 30 30 33 47 37 
Technical Life Years 25 25 20 20 20 
Construction Period Years 2 2 2 2 2 
Discount Rate % 15 15 14 14 14 
       
Required ROC Multiple  5.0 5.0 3.8 2.6 3.6 
 
 
 
 
Jenny Hogan 
Director of Policy 
15 February 2011 
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