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22 July 2020 
 
Dear Convener 
 
Thank you for your letter of 11 June on behalf of the Economy, Energy and Fair Work 
Committee. I welcome the opportunity to provide you with an update for your inquiry work on 
BiFab, the offshore wind sector and the Scottish renewables supply chain.  

 
The Committee will be keenly aware of the extent to which this has been an extremely difficult 
time for our business community and we recognise the need to do all we can to help key 
sectors recover.  We are doing everything within our existing, limited devolved powers to retain 
and boost job numbers, and drive a green recovery. A green recovery can accelerate a just 
transition to net-zero emissions and capture growth opportunities including in renewable 
energy, but we need other partners to play their part. 
 
The Contract for Difference (CfD) mechanisms, which are an obvious driver of new economic 
development, remain reserved to the UK Government. Its evolving operation, design and 
requirements on successful developers will continue to have a major influence on offshore 
wind development and related economic activity. We have stressed to our UK counterparts 
the need to reform this mechanism in a manner that better reflects total value added for the 
Scottish and UK supply chains – at present, when awarding contracts, CfD would appear to 
place no weight on bid quality at the final stage and instead places all weight on the cost of 
energy. While the latter has had benefit for consumers, in terms of driving efficiency of the 
technology and the prices paid for electricity, this approach has pushed commercial risk down 
the supply chain and put pressure on cost, leading to imports from areas with lower labour 
costs, weaker regulation of employment conditions and less stringent climate standards.  
Delivering the ambitious goal of net zero will require proactive and increased engagement with 
local communities across the UK to ensure that local impacts of these projects are reflective 
of the local environmental and economic context. 
 
In order to ensure that the industry can continue to have a sustainable future we have invested 
£62 million in the Energy Transition Fund to help the energy sector recover from the economic 
impact of coronavirus, and support jobs in the sector. We have also made additional funding 

http://www.lobbying.scot/
mailto:economyenergyandfairwork@parliament.scot


 

Scottish Ministers, special advisers and the Permanent Secretary are covered 

by the terms of the Lobbying (Scotland) Act 2016.  See www.lobbying.scot 
 

St Andrew’s House, Regent Road, Edinburgh EH1 3DG 

www.gov.scot 


  

 

of £5.5 million available for renewables projects to contribute towards a green recovery 
following the pandemic.  
 
Turning now to the specific areas that were raised in your letter.  

 
Scottish Offshore Wind Supply Chain Summit 

 
In early 2019, as you are aware, we held an Offshore Wind Supply Chain Summit with a 
follow-up in in January of this year to consider options designed to increase the relatively low 
levels of Scottish content in projects to date, particularly during the capital expenditure phase. 
 
During the Summit, Crown Estate Scotland set out its intention to utilise the ScotWind Leasing 
Round to support the local supply chain. As part of future applications to ScotWind Leasing, 
developers will provide a Supply Chain Development Statement laying out the anticipated level 
and location of supply chain impact from each phase of their proposed project. 
 
The Supply Chain Development Statement will be provided alongside any initial application 
for seabed rights and will be shared with public sector partners, including Scottish Government 
and its Enterprise Agencies. Prior to lease, a Contracted Position Statement will be required 
to lay out in more detail how the Supply Chain Development Statement will be fulfilled. 
 
If the Contracted Position Statement does not fulfil the Supply Chain Development Statement, 
then there will be contractual consequences. We are considering whether those 
consequences will be financial penalties, or, if there are circumstances that may warrant other 
action potentially including termination. 
 
Fuller details of the scheme are available from Crown Estate Scotland and as I understand it, 
you have written to them in similar terms. 
 
The Summit also agreed that the Scottish Offshore Wind Energy Council (SOWEC) will 
instigate a short, focussed independent review, which will cover the following: 
 

 Summarise the current status of the offshore wind supply chain in Scotland (including 
the recent studies, assessments and industry developments) 

 Map future deployment and consider the current status of the OSW supply chain in 
Scotland, determine the supply chain and technology barriers and opportunities, both 
domestically and globally, which provide longevity to the industry in Scotland  

 Provide scenarios of potential economic impact associated with varying levels of 
investment (infrastructure, supply chain, innovation, skills and cross sector transition) 

 Recommend immediate action, through investment, including detailing means to 
support investor confidence and the industry in Scotland and to maximise economic 
value. 

 
This independent piece of work we hope will begin in coming months and will be sharp and 
focussed, with an anticipated timescale of 3- 4 months, therefore reporting towards the end of 
this year.  
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Burntisland Fabrications (BiFab) 
 
On, BiFab as you will be aware following the company’s change in ownership in April 2018, 
an infrastructure working group was established, bringing together BiFab, Scottish Enterprise 
and Fife Council to discuss BiFab’s future infrastructure requirements. BiFab leases the 
following three yards: 
 

Yard location Landlord 

Arnish Highlands & Islands Enterprise 

Burntisland Forth Ports 

Methil Scottish Enterprise 

 
Our discussions with the business identified a need for a programme of works to concrete the 
outdoor assembly area at the Methil yard. 
 
We are advised that the current condition of the assembly area has not been a contributing 
factor to BiFab not being awarded past contracts. Rather, this work was necessary if BiFab is 
to be able to fulfil prospective large contracts. 
 
BiFab entered in to discussions with Scottish Enterprise, in its capacity as landlord of the Methil 
yard, on the proposed concreting works.  
 
In the 2019-20 financial year Scottish Enterprise committed to improve infrastructure and 
facilities at BiFab’s Methil yard in a way that was state aid compliant and beneficial to the 
business. Investment of c.£2 million was put in to the yard. Scottish Enterprise will recover 
these monies from BiFab through enhanced lease payments over the lifetime of the lease. 
Works were completed in June 2020, once easing of the lockdown restrictions on the 
construction sector meant that the final works could be completed safely.  
 
A number of possible future infrastructure investment options for the sites have been 
considered by the business, and we expect BiFab to be closely monitoring and refining its 
future plans for additional infrastructure works as part of its overall business strategy.  

 
We are not aware of any direct capital investment in BiFab’s yards by DF Barnes. DF Barnes 
has provided support to BiFab in other areas, eg, provision of management support, via a 
management agreement between it and BiFab.  
 
The Scottish Government provided loans to BiFab to allow for the Beatrice offshore windfarm 
project work to be completed, and to avoid an insolvency of BiFab in late 2017 when the works 
were ongoing and BiFab had over 1,000 workers in its yards. The loans totalled £37.4 million, 
and have been converted to a 32.4% equity stake in the business.  
 
Ministers acknowledge the current value of the Scottish Government’s equity stake in BiFab 
will be below that invested to ensure completion of the Beatrice contract.  However, the 
Scottish Government’s financial support of BiFab has been instrumental in ensuring that the 
company has been able to continue to trade and win contracts beyond the Beatrice contract, 
securing fabrication work in Scotland for the indigenous supply chain from new offshore wind 
developments as BiFab seeks to secure its role in Scotland’s transition to net zero by 2045.  
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The Scottish Government has also advanced loans to the business totalling £11.75 million to 
date (excluding interest). Interest is accrued at commercial rates, of 18% per year.  

 
By continuing to work collaboratively with BiFab’s majority shareholder and board of directors, 
together with other stakeholders, we hope that BiFab will secure a strong pipeline of work that 
will create additional skilled jobs in the longer term for both the Fife and Isle of Lewis 
communities, and deliver economic benefit to Scotland. 
 
The Scottish Government is committed to doing all it can to support BiFab and its workforce, 
while ensuring that any support given is in line with State aid regulations. 
 
The Scottish Government is concerned by prior reports that BiFab is not operating on a level 
playing field, however we have not been given documentary evidence to support this assertion. 
 
Although the UK, as the member state, has the ability – which the Scottish Government does 
not – to raise a state aid complaint to the Commission, the UK Government has never raised 
such a complaint on behalf of a company. However, BiFab or indeed any other interested party 
could raise a complaint with the Commission if they hold concerns around anti-competitive 
practices by other European fabricators.  
 
Offshore Wind Sector 
 
With our history of oil and gas expertise in Scotland, and building on our existing onshore and 
offshore wind supply chains, we are uniquely placed to provide skilled professionals to meet 
the increasing demands of the growing offshore wind industry, from planning through to 
development and, ultimately, operations and maintenance (O&M). 
 
The forecast of jobs in offshore wind which was published a decade ago included a range of 
possible scenarios based on robust industry data available at that time and was inclusive of 
financial models which have moved on since then. Our commitment now as then remains to 
work as hard as possible to capture as much economic benefit for Scotland as possible from 
the decarbonisation of our energy system, and we aim to bring a range of stakeholder partners 
along with us. This is why, as we have already outlined above, we convened an Offshore Wind 
Supply Chain Summit to gather the views of both industry, unions and other public sector 
bodies on the opportunities available for the Scottish Supply Chain.  
 
Our recent figures indicate that the Scottish low carbon and renewable energy sector 
supported more than 46,000 jobs and generated over £11 billion in turnover. This is a 
significant result and confirms our commitment to ensuring that Scotland maximises the 
economic opportunity of the transition to a net zero emissions economy. 
 
Scottish based companies are winning contracts, investing, creating jobs and driving 
prosperity in this most innovative of industries, companies such as Global Energy Group; Utility 
Rov Services; Windhoist; First Subsea; Port of Cromarty Firth and; NHV Group. 
 
To assist further we established the Scottish Offshore Wind Energy Council (SOWEC) in 2019, 
chaired jointly by the Minister for Energy and industry to support and lead the offshore wind 
industry as we pursue our ambitious plans for offshore wind to enable our climate change 
goals. This group provides the necessary structure and opportunity for regular engagement 
within the sector.  
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SOWEC is structured around five workstreams - Developers, Supply Chain and Clusters, 
Innovation, Barriers to the Deployment of Projects and Route to Market, and Skills – each of 
which has been assigned an individual to head up that workstream’s work. These five 
workstreams have been devised to ensure that the group aligns itself with the work of the 
Sector Deal and OWIC.  
 
The Council’s strategic goals are: 

 Deliver at least 8 GW of offshore wind in Scottish waters by 2030. 

 Develop a plan for offshore wind’s contribution to achieving Scotland’s climate change 
ambition of net-zero greenhouse gas emissions by 2045. 

 Create a competitive, commercially attractive offshore wind sector in Scotland which can 
deliver both domestically and in the global offshore wind market, with a focus on project 
development, deeper water capability and innovative technology solutions. 

 Work to increase local content in line with the ambitions set out in the UK Sector Deal, 
developing a sustainable, world-class supply chain in Scotland. 

 The number of offshore wind jobs in Scotland will increase to more than 6,000; an increase 
of 75% on 2019 figures. 

 
Future of the Supply Chain 
 
As you are aware, Crown Estate Scotland (CES) is leading the ScotWind leasing process. 
CES has been clear, as have Scottish Ministers in their aspirations for ScotWind, that 
developers must engage and support the Scottish supply chain for the offshore wind sector. 
Whilst we cannot require or compel developers to provide a Supply Chain Development 
Statement (SCDS) as part of their ScotWind application, nor can we specify local content or 
geographic regions for State Aid reasons, we would find it unlikely that an incoming developer 
taking part in ScotWind leasing would not want to demonstrate commitment to the Scottish 
supply chain – as they have always done until now. What the new process aims to do is to 
now hold developers to those commitments and ensure that contractual consequence is 
available to CES should those commitments not be met.  
 
The SCDS formalises a process whereby we expect developers to work with our enterprise 
agencies to ensure that those developers are attuned to the locally available opportunities to 
work with the indigenous supply chain. Through the SOWEC, which includes our enterprise 
agencies, CES and those in the sector as members, Ministers can monitor and track the 
implementation of the SCDS as part of the ScotWind leasing process. Allowing for 
consideration and collaboration throughout.  
 
A stable form of financial support or subsidy will clearly have an impact on a project’s viability 
and influence commercial decisions on whether to proceed – depending on the nature of that 
subsidy, its length and any other conditions attached. Ultimately a range of factors will drive a 
developer to determine the commercial viability and supply chain outcomes for a specific 
project.  
 
As I previously highlighted the most of the key electricity supply policy instruments remain 
controlled by UK Ministers.  We welcome the majority of measures set out in the UK 
Government’s consultation on proposed amendments to the CfD auction process, which, if 
followed through on, can provide a real opportunity to implement change and encourage value-
added to the Scottish and UK economies and to secure wider and more meaningful use of the 
Scottish and UK supply chains.  
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Implementation of the CfD proposals provides the final opportunity to ensure that our domestic 
supply chain benefit from future developments of our natural energy resources by hold the 
applicant to account. These contract awards can also be profoundly influenced by any 
decisions concerning the application of budgetary or capacity caps for forthcoming auctions. 
Failure to act on all fronts by the UK Government will simply extend the current and growing 
pattern of capex contract awards to Europe and beyond, and go directly against the principles 
set out in the Offshore Wind Sector Deal. 
 
I hope this letter has gone some way to address the points you raised, however I am happy to 
provide further information if required and would be happy to appear before the Committee at 
a letter date to answer further questions.  
 
 
 
 

 
 
 
 

FIONA HYSLOP 
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