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ECONOMY, JOBS AND FAIR WORK COMMITTEE

 
AGENDA

 
26th Meeting, 2017 (Session 5)

 
Tuesday 24 October 2017

 
The Committee will meet at 9.30 am in the David Livingstone Room (CR6).
 
1. Decision on taking business in private: The Committee will decide whether to

take items 5 and 6 in private.
 
2. Subordinate legislation: The Committee will take evidence on the Renewables

Obligation (Scotland) Amendment Order 2017 [draft] from—
 

Paul Wheelhouse, Minister for Business, Innovation and Energy, and
Heather Stewart, Policy Manager - Power Networks, Scottish Government.
 

3. Subordinate legislation: Paul  Wheelhouse  (Minister  for  Business,  Innovation
and  Energy)  to  move—S5M-07660—That  the  Economy,  Jobs  and  Fair  Work
Committee  recommends  that  the  Renewables  Obligation  (Scotland)
Amendment Order 2017 [draft] be approved.

 
4. Economic Data: The Committee will take evidence from—
 

Matt Lancashire, Director of Policy, Scottish Council for Development &
Industry (SCDI);
 
David Watt, Executive Director, Institute of Directors;
 
Helen Martin, Assistant General Secretary, STUC;
 
Carolyn Currie, Chief Operating Officer, Women’s Enterprise Scotland.
 

5. Economic Data: The Committee will consider evidence heard at today's
meeting.

 
6. Performance of the Scottish Economy: The Committee will consider a list of

candidates and agreed an order of preference for appointment.
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The papers for this meeting are as follows—
 
Agenda Item 2  

SSI Cover Note EJFW/S5/17/26/1

Renewables Obligation (Scotland) Amendment Order 2017
[draft]

EJFW/S5/17/26/2

Agenda Item 4  

PRIVATE PAPER EJFW/S5/17/26/3 (P)

Written Submission EJFW/S5/17/26/4

Agenda Item 6  

PRIVATE PAPER EJFW/S5/17/26/5 (P)
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Economy, Jobs and Fair Work Committee 

26th Meeting, 2017 (Session 5), 24 October 2017 

Cover Note – Affirmative Instrument 

Introduction 

1. This paper sets out details of the affirmative instrument for consideration 
under Standing Orders Rule 10.6.1(a). A note on the procedures is attached 
at annexe D.  

 Renewables Obligation (Scotland) Amendment Order 2017 [draft] 

Action 

 Following evidence from the Minister, the Committee will be asked 
whether it wishes to agree to the motion below and to report its decision 
to the Parliament— 

Motion S5M-07660: Renewables Obligation (Scotland) Amendment 
Order 2017 [draft]:  

That the Economy, Jobs and Fair Work Committee recommends that 
the Renewables Obligation (Scotland) Amendment Order 2017 [draft] 
be approved. 

 The Committee is also invited to delegate responsibility for the drafting 
and publication of a short, factual report to the Convener and Clerk. 
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Renewables Obligation (Scotland) Amendment Order 2017 [draft] 

2. SPICe prepared a briefing paper on the Order which is attached at Annexe A. 

3. Purpose of the instrument: The policy objective of the Order is to make a 
number of amendments to the Renewables Obligation (Scotland) Order 2009 
to provide the basis for exempting eligible Energy Intensive Industries (EIIs) 
from a proportion of the indirect costs of the RO scheme (RO exemption).  In 
particular, the Order: 

a. makes changes to the methodology for calculating the obligation level, 
to take account of the amount of electricity likely to be supplied to 
eligible EIIs during an obligation period; and 

b. imposes additional obligations on electricity suppliers to provide 
information about the supply of electricity to eligible EIIs to the Gas and 
Electricity Markets Authority (Ofgem). 

4. Policy Note: Further details on the purpose of the instrument can be found in 
the policy note attached at Annexe B. 

5. A full business and regulatory impact assessment of the effect this Order will 
have on the costs of business and the voluntary sector is available here. 

6. At its meeting on 12 September 2017, the Committee agreed to write to 
stakeholders, seeking their views on the Order. The letter sent to stakeholders 
is attached at Annexe C.  

7. The Committee received calls from WWF Scotland and Energy Action 
Scotland stating that they had no comments regarding the Order. 

8. Deadline for EJFW Committee to consider: 29 October 2017.  

9. The Delegated Powers and Law Reform Committee considered the 
instrument at its meeting on 12 September 2017 and agreed that no points 
arose in relation to the instrument. 

 

  

http://www.legislation.gov.uk/sdsi/2017/9780111036433/contents
http://www.parliament.scot/S5_EconomyJobsFairWork/General%20Documents/201707-Renewables_Obligation_Exemption_Impact_Assessment.pdf
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ANNEXE A 

 

The Renewables Obligation (Scotland) Amendment Order 2017 

The Renewables Obligation (Scotland) Amendment Order 2017 makes a number of 
amendments to the Renewables Obligation (Scotland) Order 2009 to provide the 
basis for exempting eligible Energy Intensive Industries from a proportion of the 
indirect costs of the Renewables Obligation scheme. 

Background 

1. The Renewables Obligation Scotland (RO) is a policy designed to encourage investment in 

large scale renewable electricity generation. The RO places an obligation on suppliers 
of electricity to source an increasing proportion of their electricity from renewable 
sources. A Renewables Obligation Certificate (ROC) is issued to an accredited 
generator for renewable electricity generated and supplied to customers. Suppliers meet 
their obligations by presenting sufficient ROCs.  

2. This scheme contributes to meeting the Scottish Government’s target to generate the 

equivalent of 100% of Scotland's gross annual electricity consumption from renewable 
sources by 2020 and the UK’s EU target to produce 15% of energy from renewable 
sources by 2020. It works in tandem with identical legislation covering the rest of the 
UK, is administered by the regulator Ofgem, and costs are borne by electricity bill 
payers. 

3. However, the costs of funding the RO are considered by the Scottish and UK Governments 
to expose Energy Intensive Industries (EIIs) to high electricity bills, thus placing them at 
a competitive disadvantage in international markets and increasing the risk of 
investment leakage through businesses choosing instead to make investments in 
countries with less ambitious climate policies. 

4. The amending Order makes adjustments to the supplier obligation mechanism under 
the RO, which will have the practical effect of exempting eligible EIIs from a proportion 
of its indirect policy costs. 

Compensation and Exemption Scheme 

5. In March 2014 the Budget announced that the UK Government would implement a 
compensation scheme for the indirect costs of the RO for EIIs, subject to EU state aid 
approval. It stated: 

While UK electricity prices are currently close to the International Energy 
Agency (IEA) average, a typical EII in Britain currently pays almost 50% more 
for their electricity than they do in France, and the cost to businesses of 
policies to deliver new low-carbon energy infrastructure is set to increase by 
around 300% by 2020. This Budget announces a package of reforms to 
radically reduce the costs of energy policy for business – particularly in 
manufacturing – while improving security of supply and maintaining the 
government’s ambition to increase renewable generation. This package will 
benefit every household, business and region in the country saving a total of 

http://www.legislation.gov.uk/sdsi/2017/9780111036433/contents
https://www.legislation.gov.uk/sdsi/2009/9780111003268/contents
http://www.gov.scot/Topics/Business-Industry/Energy/Obligation-12-13
http://www.gov.scot/Topics/Business-Industry/Energy/Action
http://www.legislation.gov.uk/sdsi/2017/9780111036433/policy-note/contents
https://www.gov.uk/government/publications/budget-2014-documents
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up to £7 billion by 2018-19. This will particularly benefit the most energy 
intensive manufacturers, around 80% of which are based in the North of 
England, Scotland and Wales. 

6. A compensation scheme for eligible EIIs for the policy costs arising from the RO, funded 
by the then Department for Business, Innovation and Skills, opened in January 
2016. EIIs are therefore currently entitled to cash compensation from the cost of these 
schemes i.e. they pay the costs but receive compensation from the Government. The 
compensation amounts to the cost of up to 85% of their eligible electricity.  

7. In line with UK Government’s proposals, the Amendment Order transitions from a 
compensation scheme to exempting eligible EIIs from up to 85% of the policy costs of 
the RO, in order to improve long term investment certainty. A similar exemption 
approach was taken regarding the Contracts for Difference (CfD) scheme in March 
2017, the design and delivery of CfDs is reserved. 

8. In order to be eligible for the exemptions, businesses will need to demonstrate that a 
specific site is classed as an EII. This is based on two main criteria: 

 The energy expenditure is more than 20% of the total site costs, including staff costs 
and income 

 That the business is one of over 50 industries listed by the UK Government that 
qualify for the exemption. These businesses range from mining and quarrying to iron 
casting and chemical manufacturing. 

9. The UK Government’s Impact Assessment explains further: 

Making the proposed amendments to legislation to deliver an exemption from 
a proportion of the costs of the RO scheme provides increased certainty and 
real-time support. An exemption is not contingent upon departmental budgets, 
which can fluctuate. This increased certainty, in turn, can lead to cost savings 
admissible for the purpose of raising or servicing debt and thereby help 
maintain competitiveness of EIIs, which could reduce the risks of investment 
and carbon leakage. 

Once implemented, the exemption will reduce the electricity bills of eligible 
EIIs with a consequent increase for those consumers not eligible for the 
exemption (i.e. households, businesses and non-eligible large energy users).  

Estimated Costs 

10. The Department of Business, Energy and Industrial Strategy has estimated the impact of 

the policy on average bills in Great Britain for households and non-exempt businesses, 
and states that the "exemption may result in an overall increase of between 0.2% and 
0.7% on average annual household electricity bills and by around 0.2% to 0.6% for non-
exempt businesses over the 10 year tenure of the policy". However: 

These costs need to be balanced against the benefits to EIIs of increased 
certainty, compared with a compensation scheme, and real time support 
provided to EIIs by being exempt from the costs of the RO. 

The following table sets out more detail: 

Estimated annual increase on average bills by affected group in Great Britain, 
Option 1 (20% electricity intensity threshold, for just EIIs), 2016 prices, non-
discounted, over 2017/18-2027/28 

https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/540004/consultation-eiis-exemption-indirect-costs-cfd-regulations.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/540004/consultation-eiis-exemption-indirect-costs-cfd-regulations.pdf
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/630246/EII_Exemption_RO_and_FIT_IA_Final_Stage_V1.6_3_.pdf
https://www.gov.uk/government/consultations/implementing-an-exemption-for-energy-intensive-industries-from-the-indirect-costs-of-the-ro-and-the-fits
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 Low 
estimate 

Best 
estimate 

High 
estimate 

Average impact across all households £0.9 £2.3 (+0.2%) £3.9 

Average impact across electricity only 
households[9] 

£1.4 £3.9 (+0.7%) £6.7 

Small business energy user £60 £160 (+0.2%) £270 

Medium-sized energy user £2,500 £6.700 
(+0.4%) 

£11,500 

Large-sized energy user £23,400 £62,900 
(+0.6%) 

£107,400 

Consultation and Scottish Government Response 

11. The Scottish Government consulted on proposals to implement an exemption for EIIs from 
the indirect costs of the Renewables Obligation Scotland, as part of GB-wide arrangements, 

between 19 May 2016 and 13 June 2016.  The consultation elicited twenty responses 
and the Scottish Government’s response was published on 21 April 2017. 

12. Ten respondents indicated that they were in favour of transitioning to an exemption 
scheme. Five respondents stated that they opposed the transition to an exemption 
scheme, with reasons including the increased costs to non-eligible EIIs and the impact 
on fuel poor households. Five stakeholders did not comment on the consultation key 
issue but rather raised related issues. The Scottish Government's response states: 

It should be noted that four stakeholders who did not express support for the 
transition did so in acknowledgement that it was likely to be adopted by 
the UK Government. Should UK Government implement an exemption 
scheme, thirteen respondents argued that Scottish Government should do so 
uniformly. Many respondents argued that this would allow for the scheme to 
work as simply as possible throughout GB. 

Therefore:  

Having carefully considered the issues raised by stakeholders, Scottish 
Ministers intend to proceed to implement the exemption for EIIs from the 
indirect costs of the Renewables Obligation Scotland through changes to 
relevant legislation. 

13. No responses to the Scottish Consultation were received from organisations with 
an interest in energy efficiency and fuel poverty. The Committee has 
subsequently written to Energy Action Scotland, Energy Saving Trust, Existing 
Homes Alliance Scotland, WWF Scotland and the Scottish Federation of 
Housing Associations to ensure that their views have been taken into account. 

Alasdair Reid 
SPICe Research 
19 October 2017 

Note: Committee briefing papers are provided by SPICe for the use of Scottish 

http://www.gov.scot/Publications/2017/07/8547/3
https://consult.scotland.gov.uk/energy-markets/renewables-obligation-exemptions/
https://consult.scotland.gov.uk/energy-markets/renewables-obligation-exemptions/
http://www.gov.scot/Publications/2017/07/8547
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Parliament committees and clerking staff.  They provide focused information or respond 
to specific questions or areas of interest to committees and are not intended to offer 
comprehensive coverage of a subject area. 

The Scottish Parliament, Edinburgh, EH99 1SP www.parliament.scot 

 

 

 

  

http://www.parliament.scot/
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ANNEXE B 

POLICY NOTE 
 

THE RENEWABLES OBLIGATION (SCOTLAND) AMENDMENT ORDER 2017 
 

SSI 2017/XXX 
 
The Renewables Obligation (Scotland) Amendment Order 2017 (“the amending 
Order”) was made in exercise of the powers conferred by sections 32, 32A, 32J and 
32K of the Electricity Act 1989.  The instrument is subject to affirmative procedure. 
 
Introduction 
 
1. The Renewables Obligation (“RO”) scheme is a policy designed to encourage 
investment in large scale renewable electricity generation to contribute to meeting 
the Scottish Government’s target to generate the equivalent of 100 per cent of 
Scotland's gross annual electricity consumption from renewable sources by 2020 
and the UK’s EU target to produce 15% of our energy from renewable sources by 
2020. 
 
2. However, the costs of funding this policy expose Energy Intensive Industries 
(“EIIs”) to high electricity bills.  As EIIs operate in international markets these costs 
place them at a competitive disadvantage and increase the risk of investment 
leakage through businesses choosing instead to make investments in countries with 
less ambitious climate policies. 
 
3. The amending Order makes adjustments to the supplier obligation 
mechanism under the RO, which will have the practical effect of exempting eligible 
EIIs from a proportion of the indirect policy costs of the RO scheme.   
 
The Renewables Obligation (Scotland) Amendment Order 2017 
 
Purpose 
 
4. The amending Order makes a number of amendments to the Renewables 
Obligation (Scotland) Order 2009 to provide the basis for exempting eligible EIIs 
from a proportion of the indirect costs of the RO scheme (RO exemption).  In 
particular, the Order: 
 

 makes changes to the methodology for calculating the obligation level, 
to take account of the amount of electricity likely to be supplied to 
eligible EIIs during an obligation period; and 

 imposes additional obligations on electricity suppliers to provide 
information about the supply of electricity to eligible EIIs to the Gas and 
Electricity Markets Authority (Ofgem). 

 
5. The practical effect of adjustments to the methodology will be that the supplier 
obligation will not apply to up to 85% of electricity supplied to eligible EIIs.  Eligible 
EIIs will benefit from the exemption through suppliers passing on their reduced RO 
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payments via the setting of lower electricity prices. There will be a proportionately 
higher obligation level for non-EII excluded electricity to offset the exemption. 
 
6. Eligibility for the RO exemption is intended to reflect eligibility for a related 
exemption introduced by the UK Government in respect of Contracts for Difference 
(CfD) scheme1. 
 
7. The RO exemption is intended to be implemented across Great Britain.  An 
Order making equivalent provision in relation to the RO in England and Wales is 
expected to be laid before the UK Parliament at the same time as this amending 
Order. 
 
8. Following scrutiny of the Renewables Obligation (Scotland) Amendment Order 
2015, the Scottish Government gave an undertaking to the Subordinate Legislation 
Committee to correct a defect in article 16 by removing the words “Subject to 
paragraph (2)”, and in paragraph 6(2)(b) of  schedule A2 (land criteria) by inserting 
the words “the principles”.  These changes are also included in the amending Order. 
 
Policy background 
 
How the RO works 
 
9. The Renewables Obligation (Scotland) Order 2009 (“ROS”) places an 
obligation on licensed electricity suppliers to submit the relevant number of 
renewable obligation certificates (SROCs) to Ofgem in respect of each megawatt 
hour (MWh) of electricity supplied during an obligation period.  This number – called 
the ‘obligation level’ - is set six months ahead of the start of each obligation period - 
which runs from 1 April to 31 March. 
 
10. The RO is administered by Ofgem, who issue SROCs to generators 
accredited under the scheme in relation to the renewable electricity they generate 
and the technology type.  Generators can sell SROCs to suppliers or traders as 
tradable commodities.  
 
11. Suppliers present SROCs  to Ofgem to demonstrate their compliance with the 
obligation.  Suppliers failing, or choosing not, to present enough SROCs to meet 
their obligation make a payment into a buy-out fund.  The money collected by Ofgem 
in the buy-out fund is recycled on a pro-rata basis to suppliers who presented 
SROCs, after Ofgem’s administration costs have been deducted. 
 
12. Suppliers assess the overall costs of the RO scheme and pass on the costs of 
meeting the obligation to domestic and business electricity users through their bills. 
 
Impact of the RO on EIIs 

13. EIIs are those businesses in sectors where electricity costs are a high 
proportion of their Gross Value Added (which is a measure of the value of the goods 

                                            
1
 https://www.gov.uk/government/consultations/energy-intensive-industries-exemption-from-indirect-

costs-of-the-contracts-for-difference-scheme 
 

https://www.gov.uk/government/consultations/energy-intensive-industries-exemption-from-indirect-costs-of-the-contracts-for-difference-scheme
https://www.gov.uk/government/consultations/energy-intensive-industries-exemption-from-indirect-costs-of-the-contracts-for-difference-scheme
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and services they produce).  The costs of the RO are passed through in bills to EIIs 
from energy suppliers and, as they operate in global markets where commodity 
prices are set internationally, they are often unable to pass these costs through to 
the end customer.  Therefore EIIs that face higher electricity costs are placed at a 
competitive disadvantage.  Typical EIIs in the UK include chemicals, steel, cement, 
aluminium, glass, paper, plastics and ceramics. 
 
Objectives of the EII RO exemption  

14. A compensation scheme for eligible EIIs for the policy costs arising from the 
RO (and Feed-in Tariff scheme), funded by the then Department for Business, 
Innovation and Skills, opened in January 2016.  In line with UK Government’s 
proposals, we are transitioning from a compensation scheme to exempting eligible 
EIIs from up to 85% of the policy costs of the RO, in order to improve long term 
investment certainty for EIIs (as the exemption will provide real-time support and will 
not be contingent on UK Government departmental budgets, which can fluctuate).  
This increased certainty can lower production costs and thereby help maintain 
competitiveness of EIIs, which could reduce the risks of investment leakage and 
may, in turn, have beneficial impacts on output and employment. 
 
Implementation of the EII RO exemption 
 
15. To implement the RO exemption, changes are required to (i) the methodology 
for calculating the obligation level and (ii) the scope of the obligation to take into 
account the volume of electricity supplied to eligible EIIs (“EII excluded electricity”).  
 
16. The methodology for setting the obligation level in respect of electricity 
supplied in Scotland is set out in Part 2 (articles 5 to 12) of the ROS. This requires 
the Scottish Ministers to carry out two specified calculations (referred to as 
Calculation A and Calculation B) to determine the total obligation and then carry out 
a further calculation to determine the obligation level that applies to electricity 
supplied in Scotland (in terms of SROCs per MWh supplied).  The RO in England 
and Wales contains identical provisions for the calculation of the obligation in respect 
of electricity supplied in England and Wales, which when combined with the 
provisions in the ROS, enable the setting of a single obligation level for Great Britain. 
 
17. To implement the exemption we do not intend to change the methodology for 
calculating the total obligation, but this instrument provides for adjustments to be 
made to the way that we calculate the obligation level to reflect the fact that it will be 
applied to a narrower consumption base (i.e. it will not apply to up to 85% of 
electricity supplied to eligible EIIs).   As these proposals are being implemented as 
part of a GB-wide scheme, and the changes are equivalent to those being made by 
the UK Government in respect of the RO in England and Wales, the obligation level 
will continue to be set on a Great Britain basis after the exemption is introduced. 
 
18. These changes to the calculation of the obligation level will result in a 
proportionately higher obligation for non-EII excluded electricity to offset the 
exemption.  It will ensure that the availability of ROCs continues to match demand, 
and therefore will not affect the value of the ROC nor the operation of the ROC 
market.   
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19. The second stage of implementation of the RO exemption involves changing 
the scope of the obligation to exclude EII excluded electricity. This means the 
obligation level (ROCs/MWh rate) for electricity supplied in Scotland will be applied 
to: 
 

 100% of electricity supplied by licensed electricity suppliers  to non-EIIs; 

 at least 15% of the electricity supplied by licensed electricity suppliers to 
eligible EIIs (whilst in most cases we expect EIIs will be eligible for the full 
85% exemption, there may be cases where the level of relief is lower). 

 
20. Again, these changes are equivalent to those being made by the UK 
Government in respect of the RO in England and Wales. 
 
21. The exemption will come into effect in Great Britain from 1 January 2018, 
subject to the publication of a revised obligation level by 31 October 2017.  As 
required under the ROS, we published on 1 October 2016 the obligation level for the 
2017/18 obligation period, calculated in accordance with the current methodology 
(i.e. not taking into account the changes needed to implement the exemption)2.  We 
have also published, as part of the Scottish Government’s response to the 
consultation on this policy, an estimate of how the 2017/18 obligation level would be 
adjusted to account for the EII exemption.  We intend to publish a revised obligation 
level which has been calculated in accordance with the exemption methodology by 
31 October 2017. 
 
22. The RO exemption is intended to be available to the same EIIs that will be 
eligible for the CfD exemption scheme.  Administration of the RO exemption, 
including the EII application and certification process, will be based on the processes 
set up for the CfD exemption. 
 
Consultation 
 
23. The Scottish Government consulted on proposals to implement an exemption 
for EIIs from the indirect costs of the Renewables Obligation Scotland, as part of GB-
wide arrangements, between 19 May 2016 and 13 June 20163.  The consultation 
elicited twenty responses and the Scottish Government’s response was published on 
21 April 20174. 
 
24. The UK Government also consulted on proposals to implement the exemption 
for EIIs from the indirect costs of the Renewables Obligation in England and Wales 
and Feed-in Tariff Schemes across Great Britain between 1 April and 27 May 20165.   
The UK Government’s response was also published on 21 April 20176. 
 
 

                                            
2
 https://www.gov.uk/government/publications/renewables-obligation-level-calculations-201718 

3
 https://consult.scotland.gov.uk/energy-markets/renewables-obligation-exemptions 

4
 http://sh45inta/Publications/2017/07/8547 

5
 https://www.gov.uk/government/consultations/implementing-an-exemption-for-energy-intensive-industries-from-the-indirect-

costs-of-the-ro-and-the-fits 
6
 https://www.gov.uk/government/consultations/implementing-an-exemption-for-energy-intensive-industries-from-the-indirect-

costs-of-the-ro-and-the-fits 
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State Aid 
 
25. The European Commission’s Energy and Environmental Aid Guidelines7 allow 
Member States to provide relief for energy intensive businesses from the indirect 
costs of renewable energy subsidies.  Member States have to notify the European 
Commission of any proposals to provide state aid and can only grant it after 
approval. State aid approval has been received.  
 
Financial Impacts 
 
26. The RO creates additional costs for electricity suppliers, which they can then 
pass through to industrial, business and domestic consumers as part of their 
electricity bills.  
 
27. The costs of the RO exemption for EIIs will be redistributed to domestic and 
non-eligible business users, increasing their bills between 2017/18 to 2027/28.  
Analysis8 by the Department for Business, Energy and Industrial Strategy estimates 
the impact of the RO exemption to be less than 1 per cent increase on average 
electricity bills across all affected groups. 
 
28. The impact on eligible EIIs will be an exemption from a proportion of the 
indirect costs of the RO through their electricity bills. The estimated average value of 
the  exemption to EIIs is £200m per annum over 2017/18 to 2027/28 (in 2016 
prices). 
 
 
 
Scottish Government 
Energy Industries Division 
Energy and Climate Change 
August 2017 
  

                                            
7
 http://eur-lex.europa.eu/legal-content/EN/TXT/?uri=CELEX:52014XC0628(01) 

8
https://www.gov.uk/government/uploads/system/uploads/attachment_data/file/630246/EII_Exemption_RO_and_FIT_IA_Final_

Stage_V1.6_3_.pdf 
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ANNEXE C 
 

Consultation carried out by the Economy, Jobs and Fair Work Committee 

The Renewables Obligation (Scotland) Amendment Order 2017 
 
The above Scottish Statutory Instrument (SSI) was laid before the Scottish 
Parliament on 4 September 2017 and has been referred to the Economy, Jobs and 
Fair Work Committee. The Committee invites your organisation to submit any 
comments or views on the instrument by Monday 25 September. The 
Committee would be interested in hearing from you, even if it just to say that 
you are content with what the SSI proposes. Please let me know if you foresee 
there being any issues with this deadline. 
 
You can find more information on subordinate legislation in the Delegated Powers 
and Law Reform Committee's Guide to Scottish Statutory Instruments and Flow 
Chart on Affirmative Instruments  
 
Draft instrument 
Policy Note 
 
Background 
The Policy Note for the Renewables Obligation (Scotland) Amendment Order 2017 
sets out in detail how the Renewables Obligation (RO) scheme works, and states:  

“The costs of funding this policy expose energy intensive industries (“EIIS”) to high 
electricity bills.  As EIIs operate in international markets these costs place them at a 
competitive disadvantage and increase the risk of investment leakage through 
businesses choosing instead to make investments in countries with less ambitious 
climate policies.”  

A compensation scheme for eligible EIIs for the policy costs arising from the RO, 
funded by the then department for Business, Innovation and Skills, opened in 
January 2016. In line with the UK Government’s proposals, the amendment order 
transitions from a compensation scheme to exempting eligible EIIs from up to 85% of 
the policy costs of the RO, in order to improve long term investment certainty for 
EIIs.    

The policy note further states that:  

“This increased certainty can lower production costs and thereby help maintain 
competitiveness of EIIs, which could reduce the risks of investment leakage and 
may, in turn, have beneficial impacts on output and employment”.  

The Scottish Government consulted on proposals to implement an exemption for 
EIIs from the indirect costs of the Renewables Obligation Scotland, as part of GB-
wide arrangements, between 19 May 2016 and 13 June 2016. The consultation 
elicited twenty responses and the Scottish Government’s response was published on 
21 April 2017.  

http://www.scottish.parliament.uk/S5_Delegated_Powers/Guide_to_SSIs.pdf
http://www.scottish.parliament.uk/S5_Delegated_Powers/Flowchart_on_Affirmative_SSIs.pdf
http://www.scottish.parliament.uk/S5_Delegated_Powers/Flowchart_on_Affirmative_SSIs.pdf
http://www.legislation.gov.uk/sdsi/2017/9780111036433/introduction
http://www.legislation.gov.uk/sdsi/2017/9780111036433/pdfs/sdsipn_9780111036433_en.pdf
https://consult.scotland.gov.uk/energy-markets/renewables-obligation-exemptions/
https://consult.scotland.gov.uk/energy-markets/renewables-obligation-exemptions/consultation/published_select_respondent
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Please get in touch if you have any questions. 
 

The letter was sent to: 

Energy Action Scotland 
Energy Saving Trust 
Existing Home Alliance 
Scottish Federation Of Housing Associations 
WWF Scotland 
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ANNEXE D 

Committee Consideration 

Affirmative instruments 
 
1. Scottish Statutory Instruments are subject to different levels of scrutiny. The 

parliamentary procedure to which they are subject is provided for in the primary 
legislation.  

2. Affirmative procedure is attached to instruments relating to significant matters 
and provides for a greater level of scrutiny than the other two main procedures. 
Before an affirmative instrument can be made and brought into force it must be 
approved by the Parliament.  

3. The Committee must consider a motion in the name of the relevant Minister, 
inviting the Committee to recommend approval of the instrument to the 
Parliament. In considering the motion the committee is invited to consider the 
policy merits of the instrument as well as reflecting on any recommendations 
from the Delegation Powers and Law Reform Committee. This will involve 
debating the motion with the relevant Minister.  

4. In practice this will mean the Minister (and accompanying officials) explaining 
what the instrument does, how it enacts the policy set out in the Act under which 
it is made and how it is intended to operate in practice.  Members will be able to 
ask questions of the Minister and officials relating to the instrument.   

5. Once all questions have been answered the motion to approve will be debated 
with the Minister moving the motion and responding to the debate (officials 
cannot contribute to this debate).  In practice little is generally said in such 
debates as all matters will have been covered in the preceding question and 
answer session.  Exceptionally for contentious instruments members will take 
the opportunity to debate the instrument although this should, in theory, be 
restricted to the terms of the instrument and not to the policy previously agreed 
by Parliament when passing the original Bill.  

6. Whatever the outcome of the debate and any vote (if required) the instrument 
will require to be considered by the full Parliament.  For those instruments that 
are not contentious this will happen as part of decision time on a future date.  
When a member wishes to oppose an instrument in plenary session they should 
in the first instance discuss the relevant procedure in advance with the clerks in 
the Chamber Office. 
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Economic Data Inquiry 
 

Scottish Council for Development and Industry (SCDI) 
 

Introduction 
 

1. SCDI is an independent membership network representing a broad cross-
section of the private, public and social economy sectors in Scotland. Our 
purpose is to influence the agenda for Scotland’s long-term economic and 
social prosperity. 
 

2. Please see our response based on the headings set out by the Committee: 
 

 Accuracy (how reliable is the data) 

 Utility (how useful is it) 

 Interpretation (how to make sense of it) 

 Scrutiny (what are we measuring and does it encourage effective scrutiny). 
 

3. SCDI has been considering the role of economic data and its value to 
decision making for some time and has previously said that more 
comprehensive, up-to-date information on the performance of the Scottish 
economy than is currently available should be available. SCDI recognises a 
number of the limitations set out in the SPice report around available data. 
Most notable of these is the conclusion that data on trade and capital 
investment is “inadequate”. Internationalisation is a central pillar of the 
Scottish Economic Strategy and was identified in the SCDI Blueprint 
document as one of the key drivers of economic growth for Scotland so it is 
essential that accurate data should be collected to report on strengths and 
weaknesses in this area, not only for the sake of growing our economy but 
also to maintain credibility of the political process. It is essential to be able to 
quantify their contributions of each of the four national priorities of the 
economic strategy.  
 

4. Statistics on trade and manufacturing were singled out by members as poor. 
While the Index of Manufactured Exports (IME) and Export Statistics Scotland 
offer information on exports from Scotland to other countries, they do not 
detail imports to Scotland and where they come from. It was also determined 
to be helpful to understand in more detail which regions of Scotland were 
responsible for generating our exports to see where our most successful 
regions are. There also is little data on goods coming into Scotland from other 
parts of the UK. 
 

5. Local Authority members cited the need for more data at the LA level on 
income, exports, capital investment and R&D to support their programmes.    

 
6. Given the fiscal framework within which the Scottish economy now sits and 

how crucial it is to be able to understand the performance of the Scottish 
economy in relation to the rest of the UK, there is a strong case for investment 
in data and statistical evidence that will support policy thinking and decision 
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making. The ability to fully understand which areas of the economy are 
performing well with some indication is crucial to sound, evidence-based 
decision making. Government policies that are designed to stimulate the 
economy should be tested and measured for success regularly to ensure that 
the right set of trade-offs within a finite financial package are being made.    

 

7. SCDI believes the need for data to be independently produced and published 
is crucial. While data is open to interpretation there is a need for us a nation to 
engage more with the fundamental information that is being used to underpin 
decision making, to understand where it comes from and to challenge and 
verify it against real world experience. The SCDI membership presents a 
broad and intelligent constituency to do support this function and it is our 
intention to do this through bringing together recognised experts on the 
economy alongside current membership and engage a new group of 
stakeholders through an innovation and analytical lab programme. 
 

8. SCDI recognises that the Scottish Government do not have the powers to 
mandate data in the same way that ONS or the OBR do. Data required to 
underpin evidence based decision making on the economy is essential 
however the costs to businesses and stakeholders associated with providing 
this data must be justifiable. Careful thought should be applied to requests 
and whether they should form part of a longer-term data gathering programme 
that would enable trend analysis and help offset the costs over time of 
gathering the data. 

 

9. There is a role for newer forms or less conventional forms of data to 
contribute to the collective understanding of how our economy is performing 
and what outcomes it is producing for citizens and businesses. Public bodies 
and LAs could audit their data to identify where that can offer signals on the 
performance of the national and regional economies. Exploring for example 
the relationship between council tax non-payment and the financial health of 
citizens can offer ‘early warning’ of economic difficulty and be used to inform 
thinking on social security payment levels, skills programmes and other levers 
that could be used to support citizens and businesses. SCDI accepts the need 
for governance around data gathering and use to ensure accuracy and care 
with use however using less conventional forms of data to complement 
national statistics has a value and the structures around its utilisation should 
be explored. SCDI has previously called for the role of a Digital Leader within 
Scotland to support public acceptance of data sharing to meet the needs of 
public service improvement and the subsequent productivity enhancement we 
believe this would enable. 

 

10. HMRC administrative data is frequently cited as holding information that could 
be used to help build a better picture of economic performance. There seems 
to be an opportunity to consider how to gather and use this type of data with 
the advent of Revenue Scotland. Use of HMRC VAT data for example could 
be used to offer a more detailed overview of the size and financial contribution 
of businesses in relatively small areas which could support aim set out in the 
Enterprise and Skills Review around regional economic development and 
regional partnerships. 
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11. Scotland should lead the way in devising a set of protocols to help build public 
confidence in data storage and sharing, analysis and use to build a society of 
citizens that are capable and comfortable with controlling their own data. 

 

12. There is a need to put in place data gathering ahead of policy making to 
ensure adequate transparency over government targets and performance 
measures. An example would be data on exporting which has such a 
significant time lag that it is impossible to understand whether targets have 
been achieved or not. Being able to tie data and targets together will also offer 
some level of certainty to requests made of external providers of the 
information. 

 

13. The application of good principles to all data gathering and use should apply 
equally to government as well as elsewhere and robust, impartial analysis 
should be applied to any programme, target and announcement reliant on 
economic data in the interests of transparency, clarity and accountability. 

 

14. Another area where SCDI has considered issues around data includes the 
expert utilisation of data. SCDI considered this during consultation with 
members for its Blueprint document and made recommendations around 
expert utilisation of data. Some points around building public trust in us and 
sharing of data have already been made but there were further 
recommendations focusing on the appointment of a lead partner to make 
recommendations on access and utilisation of data streams specifically to 
drive productivity and innovation. The recommendations also called for more 
open innovation forums to allow for industry collaboration to analyse 
anonymised data with the aim of driving solutions to known challenges. 
 

15. SCDI also notes the work of Sir Charles Bean as part of his review and has 
engaged members with Diane Coyle and her work on GDP. There is a need 
for Scotland and the Scottish Government to consider the metrics which 
reflect its broader social, economic and environmental outcomes and how it 
will demonstrate success in these areas. The digital economy presents a 
challenge to traditional statistical measures such as GDP as does the Circular 
Economy because of the nature of re-use as opposed to new production.   
 

16. GDP remains the benchmark by which economic performance measurement 
is made and it is important to be able to understand our performance relative 
to other economies and countries. The ability to make international 
comparisons over time and to observe long term trends is very important. 
There are issues however with how GDP will reflect certain other stated aims 
of government such as developing and growing the circular economy in 
Scotland and there should be thought given to supplementary performance 
measures such as Green budgets/ GDP. 

  

17. Inclusive growth is also a pillar with the Scottish Economic Strategy and some 
members have said that an agreed definition of Inclusive Growth indicators, 
available at local authority level and produced annually would be beneficial. It 
was also suggested that sourcing economic data for Scotland requires 
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researchers and analysts to have detailed knowledge of a wide variety of 
sources. A central point would aid use of available data bearing in mind the 
point made earlier with regard to independence of interpretation however 
publication of raw data spreadsheets supported by Scottish Government 
would not undermine this principle. NOMIS has been identified as a strong 
model.  

 

 

Scottish Council for Development and Industry 
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