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ECONOMY, ENERGY AND FAIR WORK COMMITTEE

 
AGENDA

 
25th Meeting, 2020 (Session 5)

 
Tuesday 25 August 2020

 
The Committee will meet at 9.00 am in a virtual meeting and will be broadcast on
www.scottishparliament.tv.
 
1. Choice of Convener: The Committee will choose a Convener.
 
2. Decision on taking business in private: The Committee will decide whether to

take items 6, 7 and 8 in private.
 
3. COVID-19 – impact on Scotland’s businesses, workers and the economy: 

The Committee will take evidence from—
 

Nora Senior, Chair, Enterprise and Skills Strategic Board;
 
Gordon McGuinness, Director of Industry and Enterprise Networks, Skills
Development Scotland.
 

4. Heat Networks (Scotland) Bill: The Committee will take evidence on the Bill at
Stage 1 from—

 
Dr Paul Moseley, Associate Director, Scottish Futures Trust;
 
Charlotte Owen, Policy Manager, The Association for Decentralised
Energy;
 
Dr Keith Baker, Researcher, Built Environment Asset Management
(BEAM) Centre.
 

5. Tied Pubs (Scotland) Bill: The  Committee  will  take  evidence  on  the  Bill  at
Stage 1 from—

 
Jamie Hepburn, Minister for Business, Fair Work and Skills, Aileen
Bearhop, Head of Industry Development / Food and Drink Industry Growth
Team, and Dr George Burgess, Deputy Director, Food & Drink, Scottish
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Government.
 

6. COVID-19 – impact on Scotland’s businesses, workers and the economy: 
The Committee will consider the evidence heard at today's meeting.

 
7. Heat Networks (Scotland) Bill: The Committee will consider the evidence

heard at today's meeting.
 
8. Tied Pubs (Scotland) Bill: The Committee will consider the evidence heard at

today's meeting.
 
 

Alison Walker
Clerk to the Economy, Energy and Fair Work Committee

Room T3.40 The Scottish Parliament Edinburgh
Tel: 0131 348 5207

Email: Alison.Walker@parliament.scot
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The papers for this meeting are as follows—
 
Agenda Item 3  

PRIVATE PAPER EEFW/S5/20/25/1 (P)

Written Submissions EEFW/S5/20/25/2

Agenda Item 4  

PRIVATE PAPER EEFW/S5/20/25/3 (P)

Written Submission EEFW/S5/20/25/4

Agenda Item 5  

PRIVATE PAPER EEFW/S5/20/25/5 (P)

Written Submission EEFW/S5/20/25/6

 



Fifth Floor, 5 Atlantic Quay, 150 Broomielaw, Glasgow G2 8LU 

Chair 

Nora Senior CBE 

E: EnterpriseandSkillsChair@gov.scot 

Ms Michelle Ballantyne MSP 
Convener – Economy, Energy and Fair Work 
Committee  

By email: economyenergyandfairwork@parliament.scot 

3 August 2020 

Dear Ms Ballantyne, 

Enterprise and Skills Strategic Board – COVID-19 Update 

Thank you for your letter on 8 July 2020 regarding the Committee’s inquiry on COVID -19 
and the request for an update on the work of the Strategic Board in light of the pandemic. 

I last appeared before the Committee on 10 March 2020, just prior to the lockdown, and 
since then the Board has pivoted its focus to supporting the agencies and government in 
their response to the economic crisis due to the pandemic.  

The Board has met three times in the last four months, supported the work of Advisory 
Group on Economic Recovery and established a sub-group that worked rapidly to develop 
recommendations for actions for Scottish Ministers to consider to help address the risk of 
increased and potentially sustained unemployment, particularly amongst young people and 
more vulnerable groups The Board has also recently published a review of Industry 
Leadership Groups. I have set out additional detail on these work streams in Annex A.   

At present, our focus is on considering how the Board’s original missions - the four factors 
identified as possible sources of faster economic growth - remain relevant in light of COVID-
19 and whether they should change to support the recovery. Work is also underway to 
investigate new or improved ways the Board and enterprise and skills agencies can work 
together to generate the greatest impact, reflecting the original objective of the Board to get 
the maximum value from collective investment.  

I hope this update is helpful and I look forward to appearing before the Committee again in 
the coming weeks where I will be happy to provide further information on the work of the 
Strategic Board.  

Yours sincerely, 

Nora Senior, Chair. 
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     ANNEX A 
Enterprise and Skills Strategic Board – COVID-19 Update 
 
Advisory Group on Economic Recovery  
 

1. The Strategic Board (and the Board’s sub-group) has worked closely with, and supported 
the work of the Advisory Group on Economic Recovery (AGER) led by Benny Higgins. The 
Group were guests at two of the Board’s meetings and the Board held a number of smaller 
sessions to discuss the specific issues being considered by the Group. A summary of these 
feedback sessions is included in ANNEX B, with the full report submitted to the Group 
available at the following link: https://www.gov.scot/publications/initial-submissions-
supporting-the-advisory-group-on-economic-recovery-report-june-2020/. 
  
 

2. Overall, the AGER report and Board’s Sub-Group recommendations are in agreement 
across a wide range of proposals, including: 

 

 Greater partnership with business; 

 Expand Fair Work criteria for businesses support; 

 Expanding existing structures to support young people, in particular Developing 

the Young Workforce and the Flexible Workforce Development Fund;  

 An introduction of a  Scottish Jobs Guarantee;  

 Ensuring a regional and placed based approach;  

 Prioritising apprenticeships; and  

 Rapid expansion of PACE. 

 
Sub-group on Measures to Mitigate the Labour Market Impacts from COVID-19  
 
Background 
 

3. In May 2020, the Deputy First Minister asked the Board to from a short-life working 
group to focus on the practical actions which could be taken forward immediately to 
mitigate the labour market impacts of the COVID-19 crisis. A sub-group was established 
that I co-chaired with Frank Mitchell, Chair Skills Development Scotland (SDS). 
Membership of the group consisted of Board Members, business and other relevant 
representatives.  

 
Focus 
 

4. The sub-group agreed a remit to consider what practical actions could be implemented 
quickly to not only help keep people in employment, but also support those either facing 
the threat of redundancy or who have already lost their job.  

 
5. In developing its recommendations, the sub-group recognised the specific challenges 

facing young people at this time.  Alongside this, importance was placed on alignment 
with the Scottish Government’s wider strategic objectives, in particular the transition 
towards a net carbon zero emissions economy and the importance of continuing to 
embed Fair Work principles in the labour market. 
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Recommendations 
 

6. The sub-group worked rapidly to deliver a number of significant recommendations to 
minimise unemployment as the economic impact of the crisis continues. The 
recommendations have been considered at a very high-level, against the following 
criteria: 

 Deliverability 

 Affordability 

 Value for money 

 Private sector buy-in 

 Impact 
 

7. The sub-group identified a number of top priorities for immediate action: 
 

 Assistance to support employee retention, including the development of new 
models of working with local authorities, Chambers of Commerce/FSB, Trade Bodies 
to align support schemes and offer an integrated and accessible approach. 

 
 Assistance for those facing redundancy, including the scale Up of PACE Plus to 

offer skills assessment, job search and training advice to redundant workers and 
companies considering making redundancies.  

 
 Training to enable unemployed people to transition into employment including 

the introduction of Apprenticeship Pathway Programmes for those encountering 
difficulty finding employer-led programmes or employment as an apprentice.   

 
 Helping vulnerable people into employment, including strengthening the 

implementation of funded Developing the Young Workforce (DYW) School 
Coordinators through creation of DYW Regional Group hubs, and working closely with 
local authorities, to better link young people with local employers. Additionally, the re-
introduction of short placement schemes that provide work experience for under 25s 
who have been out of work for 6 months to include essential employability skills, with 
employer subsidy. 
 

8. The recommendations can be found in full in the sub-groups report at the following link: 
https://www.gov.scot/isbn/9781839608650 

 
Funding 
 

9. In developing its recommendations, the sub-group worked on the basis that actions 
would be funded from the resources currently allocated by Scottish Government to the 
agencies and for related purposes.  This includes re-purposing and re-allocating 
existing activity and budgets, with a close eye on aligning and maximising the impact of 
expenditure across agencies. However, given the size of the challenges facing the 
Scottish labour market, the scaling up of activity is likely to require additional resource in 
some areas.  

 
Implementation 
 

10. The sub-group is clear that the response to the emerging economic crisis and rising 
unemployment must be addressed by a society wide, civic approach with the real 
integration of government, agencies, local authorities, learner providers, third sector and 
businesses to work in partnership and at pace.  
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11. The whole of the Scottish Government, its agencies, partners such as local authorities, 

and crucially, employers in all sectors must come together immediately to contribute to 
the effort that is required to address rising unemployment and the long term scarring 
effects on those who we know suffer most in times of economic downturn.  

 
Next Steps 
 

12. Following Phase one, the sub-group reflected on the group’s original remit and a 
decision was taken to focus on delivery and to disband the group.  The rationale behind 
this is that the actions identified as part of Phase One which were to be further 
developed in Phase Two are now being taken forward in different ways through other 
groups or pieces of work that are in train, including the review underway by the Scottish 
Funding Council, and the work by Sandy Begbie on a Jobs Guarantee.  

 
13. The Enterprise and Skills Strategic Board will seek to ensure that the other actions that 

were identified for further consideration are fed into various reviews being undertaken 
by other non-ministerial departments and agencies.  

  
 
Review on Industry Leadership Groups (ILGs) 

 
14. On 28th July 2020 the Strategic Board published a review of Industry Leadership Groups 

(ILGs) https://www.gov.scot/publications/industry-leadership-groups-review/pages/7/. 
This work was originally intended to be concluded by March 2020, however it was delayed 
by the COVID-19 lockdown and the need to address the immediate and unprecedented 
economic challenges associated with the pandemic. 
 

15. The review was initiated to understand the activities of each ILG, their key outputs and 
how they can increase their impact, particularly working with companies ‘outside’ the 
system. Within the context of COVID-19, the value of optimising the impact of ILGs in a 
transformed environment, becomes even more important, a finding also shared by the 
Advisory Group on Economic Recovery. 
 

16. The report recommends a range of substantive changes to Scottish Ministers, to 
agencies, ILGs and other business leaders around how industry groups should recalibrate 
in order to drive sectoral growth more cohesively and more dynamically. The Board has 
recommended that this work begin immediately and be concluded by the end of 2020.  
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     ANNEX B 
 
Summary of Feedback the ESSB submitted to The Advisory Group on Economic 
Recovery  
 
 
1. Impact on members’ specific business/sector 
 
Every part of the economy across Scotland is impacted in some way, including in the public 
sector such as colleges and local government.  In the private sector, tourism, hospitality, 
food and drink and aerospace have been acutely affected. 
 
2. How will recover vary for different groups? 
 
Young people, women and other disadvantaged groups will be most impacted.   People with 
mental health conditions may also take longer to recover. 
 
There are distinct differences between employed and self-employed and the measures in 
place to help each. Elevation in status of essential workers is a positive development and we 
must not lose sight of this as we move towards a well-being economy. 
 
3. What enterprise/skills agency activities more/less important now? 
 
All agencies must work collaboratively not just among themselves but with local government 
and community based services.  Rapid adaptation and working fluidly across 
agency/organisation boundaries must continue.  
 
Digital infrastructure is key and the need to address issues such as digital poverty.  
 
Investment support – bar has become higher and companies not investing in the short term 
will have longer-term effects.  Particular issues around sustaining innovation investment in 
order that Scotland does not fall further behind. 
 
4. Do the actions in Strategic Board’s Plan remain valid? 
 
Yes but we will need to change, adapt and re-prioritise - looking particularly at how our 
business models and workplace innovation mission faces into recovery from the COVID 19 
economic crisis and re-examining the recommendations from the Future Skills mission in 
light of the sub-groups work. 
 
5. What actions can enterprise and skills agencies take to accelerate recovery 
 
Priorities include: 

 Supporting young people.  

 Agencies should help businesses/individuals to navigate the policies. 

 Flexibility in funding models and approaches. 

 Communication is key and particularly helping businesses and individuals navigate 

through information and guidance - translate messages from government for different 

sectors. 

 Business continuity and rapid access to capital. 

 More emphasis on a green recovery. 

EEFW/S5/20/25/2



5 
 

 A place based recovery requires intelligence that can be gained through working with 

CPPs, local authorities and other partners.  

 
6. What are the key lessons from past recessions most relevant for this recovery? 
 

 Austerity is not the answer.  

 Investment and moving fast are critical. 

 Support employers and protect supply chains.  

 
7. What one policy would make the biggest difference to ensuring the recovery of 
the Scottish economy? 
 

 Build on inclusive growth. 

 Leadership skills are key in order to accelerate and innovate.  

 build on strengths especially around open innovation and cross sectors working 

together. 

 stimulate and support investment in innovation and prioritise this towards net zero 

opportunities.   

 Infrastructure investment particularly digital, alongside investment in digital skills.  

(Must recognise digital poverty and that investment in digital services and 

infrastructure must be accompanied by access) 

 
 
 
 

EEFW/S5/20/25/2



 

31 July 2020 

 

Dear Convener, 

 

Thank you for your letter of 8 July, inviting Skills Development Scotland (SDS) to provide 

information to support the Economy, Energy and Fair Work Committee’s inquiry into COVID-

19 – impact on Scotland’s businesses, workers and the economy.  

SDS recognises both the scale of the COVID-19 crisis and its impact on Scotland’s 

economy. In recent months, based on our extensive data and insights, we have worked 

intensively to reshape our products and services to support our customers, partners and 

stakeholders through the crisis.    

In doing so we played an active part in shaping the Report of the Advisory Group on 

Economic Recovery (AGER), which we anticipate will provide a strong economic vision to 

drive recovery from the current crisis. Alongside Nora Senior, the SDS Chair, Frank Mitchell, 

led development of the Report by the Enterprise and Skills Strategic Board sub-group on 

Measures to Mitigate the Labour Market Impact of COVID-19 (ESSB). 

We therefore welcome the opportunity to contribute to the Committee’s inquiry and appear 

before the Committee on 25 August. We note that the Committee issued a general call for 

evidence as part of its inquiry, and this letter will cover many of the issues in that call for 

views. 

Strategic Plan 

As Scotland’s national skills agency, our purpose is to drive productivity and inclusive growth 

through investment in skills, enabling businesses and people to achieve their full potential.  

Our services reflect best practice nationally and internationally and, through extensive 

engagement with partners at national, regional and local level, we adapt and shape our 

delivery to meet local needs and priorities.  

In your letter, you ask if we anticipate changing our Strategic Plan and what the timescales 

for any changes might be. The core of our Strategic Plan is our aim to support and prepare 

individuals and businesses to adapt to a rapidly changing context, with a focus on building 

career management skills and resilience, emphasising the importance of reskilling and 

upskilling and promoting fair and progressive workplace practices. Our strategic goals are 

intended to ensure delivery of our distinct contribution to Scotland’s shared ambition for 

achieving top quartile OECD performance for productivity, equality, wellbeing and 

sustainability.  

Our Strategic Plan was designed to be responsive to existing challenges, such as Britain’s 

forthcoming exit from the European Union, significant demographic change, the global 

climate emergency (in this regard, SDS is seeking to develop a ‘Climate Emergency Skills 

Action Plan’ to ensure it is supporting market demand for the skills required to deliver net 

zero emissions) and the uncertain nature of the future of work, in which automation and 

artificial intelligence seem certain to play a bigger role.  

These core principles have been brought into sharp focus in recent months and will continue 

to be critical through the recovery. On that basis we do not anticipate a fundamental change 

in our over-arching strategy prior to its next iteration in 2022. 
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However, we are preparing for a significant shift in the nature and scale of our delivery given 

the economic and societal impact of COVID-19 which has accelerated the imperatives for 

upskilling and reskilling and business model innovation. 

We are supporting those who are young, unemployed or facing redundancy to gain or 

sustain relevant learning and employment, and helping build business resilience, which will 

be significant in driving recovery from the economic crisis caused by the pandemic. A strong 

evidence base and the protection of work-based learning pathways will be critical in this 

regard.  

We therefore anticipate changes in our annual operating priorities and will continue to 

respond to any new initiatives emerging from Scottish Government. We are in regular 

discussions with Scottish Government as we await its response to AGER and ESSB and will 

adjust our operating priorities accordingly. 

Working with partners 

You asked how we work with other key partners to ensure support for young people is 

delivered effectively and efficiently.  

Our Strategic Plan is set against the context of the Skills and Enterprise Strategic Board’s 

Strategic Plan which provides clear direction to the skills and enterprise agencies to work 

collaboratively to support business and individuals.  

We are working closely with the Scottish Funding Council (SFC), Scottish Enterprise (SE), 

Highlands and Islands Enterprise (HIE) and South of Scotland Enterprise (SoSE) to deliver 

the actions identified in our Strategic Plan and to develop a shared vision for Scotland in 

2035.  

The principle of partnership working is embedded at all levels of our work, not just with the 

other national agencies, but with local and regional partners.  In recent years we have 

worked to develop an evidence base which articulates Scotland’s unique skills needs at a 

local authority and regional level.   

This evidence base, shared with partners, drives our service delivery and engagement as we 

proactively engage with a wide range of partnerships including the emerging regional 

economic partnerships (including City Deals).  

SDS is embedded in City Deal structures across the country and is working with partners to 

support them to meet the new and existing challenges we are facing. Within these 

partnerships SDS will continue to work to support the decision making to meet the local skills 

provision needs. COVID-19 has again brought this need for collaboration into sharp focus.  

We recognise that the speed, scale and impact of the crisis has and continues to drive the 

need for a systemic approach to our economic recovery. 

Throughout this current crisis, we have engaged extensively with local authority education 

and employability partners, including SLAED and COSLA, on the alignment of our 

redeveloped services and enhancing our partnership approach.  

We have also engaged closely with Developing the Young Workforce (DYW) groups and the 

Department for Work and Pensions, while Partnership Action for Continuing Employment 

(PACE) partnerships have collaborated on maximising the resources within the system to 

prepare for the predicted rise in cases and the extended support individuals will need in a 

disrupted and challenging labour market. 
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Even throughout a fast-paced crisis, there is a critical need to take an evidence-based 

approach to designing and developing interventions at all levels and SDS has worked rapidly 

to assess and articulate the impacts of COVID-19 on the labour market and individuals.  

Our Labour Market Insight Reports have been informed by deep engagement with industry 

bodies and partners during the course of the pandemic and are shared with partners on a 

monthly basis with further tailored regional datasets. We combine these insights and our 

datasets to hopefully ensure that all skills investment actions across the education and skills 

system are informed, responsive and aligned to the needs of regional economies and 

sectoral challenges.  

Our Regional Skills Planning and Skills Alignment teams are currently leading an active 

programme of collaboration with Regional Colleges and Regional Economic Partnerships. 

These engagements are moving beyond the data and insights and are establishing coherent 

and regionally sensitive responses to the labour market challenges we are seeing and 

anticipate from COVID-19.     

SDS is part of and actively engages with several working groups and taskforces set up to 

address the needs of different regions and sectors in the wake of the pandemic. Our Labour 

Market Insights allow us to collaborate with industry groups to understand and respond to 

the impacts felt across their sectors. We are working alongside further and higher education 

to ensure this information can be utilised to tailor the skills provision to the unique 

requirements across Scotland’s various regions in response to the COVID-19 pandemic. 

SDS will continue to use the levers at our disposal and will work with partners as part of the 

system-wide response which is required to mitigate the effects of the pandemic on 

individuals and employers. 

Budget 

When the Scottish Government set out its tax and spending plans in February 2020, a 

budget of £224m was identified for SDS and we continue to operate within the context of this 

budget. 

As outlined previously, we are engaging regularly with the Scottish Government to establish 

their response to AGER and ESSB and what impact that may have on SDS operational 

delivery, budget and spending plans for the year ahead  

We also note recent developments, including the Cabinet Secretary for the Economy, Fair 

Work and Culture’s announcement of support for young people, a new national retraining 

scheme, and more funding to provide immediate assistance and advice if people are made 

redundant. We are happy to update the Committee throughout this inquiry as the situation 

evolves. 

In response to the pandemic situation, we have implemented a COVID-19 Relief Grant 

Scheme – from within our existing budget - to assist in overcoming temporary hardship 

issues for those training providers who are continuing to deliver services to apprentices, 

learners and employers.    

This funding is aimed at adding value to existing Government COVID-19 relief.  The scheme, 

initially covering the period April to June 2020, has been extended to August 2020.   

Adapting to the potential impacts on young people 

EEFW/S5/20/25/2

https://www.skillsdevelopmentscotland.co.uk/what-we-do/skills-planning/covid-19-labour-market-insights/


 

Our evidence base clearly highlights that young people are likely to be disproportionately 

affected by the impacts of the crisis. Indeed, as the ESSB report notes, rapid action is 

required to prevent the scarring effects of a lost generation. 

Immediate actions 

SDS has taken immediate action to ensure those affected by recent disruptions are not left 

behind and has worked with partners to develop emergency response measures to support 

individuals.   

We quickly introduced a range of measures for providers to enable continuity of learning for 

the Modern Apprentices in-training and Employability Fund participants (the majority of 

whom are aged 16-24). This includes guidance and webinars for employers and providers 

on adjusting delivery to physical distancing requirements.  

Where learning has been disrupted due to furlough, we have contacted apprentices to 

provide assurance that their learning can be picked up again once they return to working and 

highlighted the Career Information, Advice and Guidance (CIAG) support available should 

they unfortunately be made redundant. A proactive offer of support is made when we receive 

notification of an apprentice redundancy.  

CIAG support for all apprentices also includes targeted one-to-one support for all Foundation 

Apprentices (FA) moving into year two or nearing the end of their programme. 

SDS worked with the SQA to ensure that FAs who hadn’t yet completed their learning were 

not disadvantaged and provided with learner certification and support for progression. We 

have also secured 1,370 contracted opportunities for Graduate Apprenticeships, with 

confirmation from universities that they are still able to deliver, with increased flexibility.  

A responsive careers service 

Young people have also been supported by the redesign of our all age CIAG service delivery 

to ensure it is fit for the current circumstances and the changing needs of our customers. 

Since lockdown, CIAG delivery moved from face to face to a blended web and telephony 

approach and we have continued to work collaboratively with schools, local authorities, DYW 

and DWP to ensure individuals receive the right support at the right time, in line with their 

needs.  

Our service delivery for school pupils includes the continuation of one-to-one support for 

senior phase pupils identified as requiring targeted support as well as expected school 

leavers. We also delivered a five-week programme of webinars for school leavers to support 

them during their transition and an eight-week Career Education programme providing 

career related activities from P7/S1 to S6. 

SDS is delivering the annual Results Helpline in August, during which the expert advice and 

guidance on offer from SDS advisers will be crucial to support students dealing with the 

cancellation of the exam diet and the impacts of the pandemic on further education and 

jobs.   

We are currently undertaking our annual school partnership agreement discussions for 

2020/21 with every secondary school to plan and agree identification of pupils in S3-S6 with 

the greatest need of one to one support. These conversations include an integrated 

approach with each school on how the dedicated SDS school careers adviser will return in 

line with school plans and Government guidance.  
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For those who have left school, we have maintained our targeted ‘Next Steps’ service 

through proactive contact with all unemployed opportunity-seeking individuals from 15-19 

years in Scotland and intensive one to one support in line with their needs.  

To deal with the expected increase in redundancies, we have adapted our PACE response 

to support individuals through telephone and online channels and have continued to respond 

to all redundancies. A universal helpline providing free access to one-to-one support for 

anyone at any age and stage of their career has also been introduced.  

Our digital support has been augmented through enhancements to My World of Work – a 

new Job Hub to help employers advertise immediate opportunities and extending our course 

search to provide access to free online learning opportunities from the Open University, 

Google, Microsoft, Udemy and a number of other private providers. We have also worked 

directly with the college sector to ensure that our course search now includes content 

representing the sector’s response to COVID-19.  

SDS also relaunched Individual Training Accounts, which are available to help people 

develop the skills they need for work, giving learners who meet the eligibility criteria up to 

£200 towards a single training course or training episode per year.  

Longer term support for apprenticeships and individuals 

Our long-term response to the COVID-19 crisis is guided by the evidence on what has 

worked in previous recessions to combat unemployment. As already noted, it is also 

underpinned by the current evidence base being collated through engagement with partners 

and stakeholders across the skills system.  

Apprenticeships 

At the start of the financial year, there were around 37,000 (Foundation, Modern and 

Graduate) apprentices in training. Disruption to apprenticeships in Scotland has the potential 

to dramatically impact youth unemployment and damage the future skills needs of industry 

(at a time of demographic challenge).    

We must do as much as we can to retain and build on the progress made in recent years 

including the expansion of the apprenticeship family; parity of esteem for work-based 

learning routes; greater employer involvement in the design and development of the 

apprenticeship system; increased volumes at higher skill levels; widening uptake by key 

equality groups, and use by priority industries for upskilling. 

There is a vital need to protect the apprenticeship system now to: 

1. sustain current apprentices to complete their learning 

2. offer a career and skills pathway for young people 

3. upskill the current workforce 

4. ensure that apprenticeships are a key part of our recovery from the economic crisis.  

The Scottish Apprenticeship Advisory Board submission to the ESSB sub-group 

recommends a range of measures including short term incentives and subsidies for existing 

apprentices, investment and support to enable the fluid movement of apprentices between 

employers and across sectors, changes to allow employer-led expansion of Graduate 

Apprenticeships and strengthening work-based learning provision nationally. 
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On retention of current apprentices, we have not yet seen the full impact of the pandemic as 

the Job Retention Scheme is likely to be masking potential redundancies. SDS currently 

manages the existing Adopt an Apprentice scheme, on behalf of the Scottish Government, 

which offers employers £2,000 (£5,000 for the oil and gas sector) to recruit a redundant 

apprentice. As soon as an apprenticeship redundancy is notified, we offer proactive, CIAG 

support to redundant apprentices to help them re-enter the labour market or further learning. 

We know that in the short, medium, and even long term, the number of opportunities 

available and the ways in which apprentices learn and train will be affected. SDS is working 

with the Scottish Funding Council, learning providers, businesses and others to ensure 

maximum flexibility in responses to COVID.  It will take the combined efforts of partners to 

develop and implement a range of responses including:  

 Developing agile, industry-endorsed pathways to apprenticeships, directed to where 

job opportunities may be more readily available (based on local, regional and 

national information) in at least the medium term 

 Maximising available funding currently within the system, and capitalise on new 

funding streams and mechanisms (e.g. proposed Job Guarantee Scheme) to 

promote job and industry relevant learning and certification 

 Adjusting current apprenticeship delivery and exploiting technology and innovation in 

learning to reflect the impact of physical distancing requirements and new ways of 

working 

 Considering the coherence of interventions and avoiding the unintended 

consequences of new measures displacing or delaying apprenticeships. 

Digital disruption is changing the skills requirements of industry whose expectations of digital 

skills have heightened and broadened.  The long-term effect is likely to be a step change in 

the use of online and virtual platforms for both learning and working. This means that 

apprenticeships will need to adapt quickly to a world of learning and work in which, 

increasingly, both the workplace and the classroom are virtual rather than physical locations. 

Wider Workforce and Unemployment Responses 

The ESSB sub-group report makes recommendations on the retention of employees 

(including apprentices) as an immediate action, detailing support which could be provided to 

employers and employees.  

Interventions such as the Coronavirus Job Retention Scheme have been hugely valuable, 

however as noted previously they are likely to be masking the potential large-scale impact 

on the workforce. Therefore, we need to consider all options to support employment, 

including a Job Guarantee Scheme, as advised by AGER, offering apprenticeships, 

employment, training and access to Further and Higher Education courses that are highly 

relevant to our economic recovery.  

Over time, there is also a pressing need to support those facing redundancy or who are 

made redundant. PACE has a track record of successful delivery, with client experience 

surveys demonstrating that high percentages of those supported by PACE advisers are back 

in work, often at the same level as before, within six months.  

The volume of people facing redundancy is likely to cause significant challenges to the 

current delivery model. Therefore, the offer needs to be scaled up to offer skills assessment, 

job search and training advice to redundant workers.  
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ESSB called for the reintroduction of the Transition Training Fund (TTF) to provide 

redundant workers with personal funding accounts to purchase access to appropriate 

training that will lead to a job now or a job that will be in demand in the future. SDS 

successfully delivered the TTF which launched in 2016 and supported those facing 

redundancy from the oil and gas sector. 

Associated with this is the crucial importance of supporting people to commit to personal 

upskilling and reskilling which significantly improves the pace and quality of assimilation into 

new roles and to enable rapid transition from declining occupations to areas of growth.  

Conclusion 

Earlier in our letter, we highlighted the critical importance of the system-wide response which 

is required to help Scotland recover from this crisis and mitigate the effects on individuals 

and employers. We have demonstrated in our letter how SDS has responded, and is 

continuing to respond, and critical to this has been the partnership working which has 

underpinned our approach.  

Our Labour Market Insight Reports, informed by our engagement with partners, will enable 

our collective skills investment actions to be informed, responsive and aligned to specific 

needs. 

The ultimate outcome should be around ensuring solutions cater for the most vulnerable, 

and in particular young people, who are likely to be the hardest hit from this crisis. It is 

therefore imperative that we ensure apprenticeships are not only an integral part of the post-

crisis recovery but are maximised, with alternative pathways available where necessary.  

Additionally, an enhanced PACE offer, transition training and a jobs guarantee, all enabled 

by an increased focus on activity at a local and regional level, will be critical in ensuring we 

avoid the lost generation which has rightly been cited as a possibility of this pandemic. SDS 

is committed to working with partners and stakeholders to respond effectively to the 

emerging economic conditions and we look forward to appearing and discussing further at 

the Committee. 

 

Kind regards, 

 

Neville Prentice 

Senior Director of Service Development and Delivery 

Skills Development Scotland 
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 ■ Based on extensive data and insight, Skills Development 
Scotland (SDS) has worked intensively to reshape our 
products and services to support our customers, partners 
and stakeholders through the COVID-19 pandemic.    

 ■ SDS will continue to use the levers at our disposal and 
work with partners as part of the system-wide response 
required to mitigate the effects of the pandemic on 
individuals and employers.

 ■ COVID-19 has clearly had a massive impact on Scotland’s 
economy and labour market, including apprenticeships 
and other training programmes. However, the 
Scottish Government and SDS remain committed to 
apprenticeships as a primary means to meet employer 
demand for skills and to support young people. 

 ■ Apprenticeships will play a critical role in our recovery 
from the economic impact of COVID-19. SDS has taken a 
broad range of actions to support the work-based learning 
infrastructure in Scotland. We continue to innovate 
apprenticeship delivery to ensure work-based learning 
pathways are responsive to the phased recovery.

Evidence-led interventions
Recognising the critical need for evidence based responses, the 
monthly COVID-19 Labour Market Insights has been developed to 
provide succinct and up-to-date evidence on Scotland’s economy, 
business and people. It includes spotlights on specific sectors and 
regions, summarising the key challenges alongside the ongoing 
response from SDS. The dashboard that accompanies the insights 
report provides more detail on real-time data. 

 ■ Scotland’s GDP contracted by -2.5 % in real terms during the first 
quarter of 2020, while UK GDP deceased by -2.2% over the same 
quarter. Compared to the same quarter last year, Scotland’s GDP 
fell by 2.6%1. 

 ■ Private Sector Business activity in Scotland continued to fall in 
July. However, the rate of decline has begun to ease, the output in 
July rose to 49.3 compared to 37.1 in June. Scotland was worse hit 
than the UK. However, the decline in July was the smallest since 
the beginning of March2.  

 ■ Private Sector firms in Scotland continued to reduce staff levels 
albeit the slowest rate since February. The rate of decrease in 
July was slower than for the UK overall. The overall picture of 
employment in Scotland is likely to become clearer in the coming 
months. 

This evidence base drives both our own service development and 
informs other national, regional and local interventions through 
sharing with a wide range of partners.

1

1   Scottish Government GDP (2020) gov.scot/publications/about-gdp/

2   Purchasing Managers’ Index by Royal Bank of Scotland (July 2020) 

rbsbusinesshub.com/market-trends/reports/scottish-private-sector-

approaches-stabilisation
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Career Information, Advice and Guidance 
Support
In partnership with local authorities and other key stakeholders, SDS 
developed a range of enhanced Career Information, Advice and 
Guidance (CIAG) services to support individuals during this time:

Helpline

 ■ An expanded Helpline (0800 917 8000) offers direct access to 
career support from SDS expert advisers to help those currently 
on furlough, individuals facing education or employment 
difficulties and pupils (and their parents and carers) whose future 
choices or transition from school may have been impacted.

PACE

 ■ Continue to deliver support for individuals in redundancy 
situations through the enhanced online PACE service offer 
delivered through the PACE Partnership. 

ITAs

 ■ Reopened to provide 14,000 places focused on supporting the 
sectors identified by Scottish Government’s Economic data which 
are likely to have skills gaps and/or job openings.

My World of Work

 ■ Content has been enhanced to support customers who have 
been impacted by COVID-19. This includes a Job Hub which 
is designed to help employers quickly advertise immediate 
opportunities. 

 ■ There is also a new learning portal which helps individuals 
who have been furloughed or made redundant to develop their 
skills through free online courses from a wide range of training 
providers. 

Career Education Programme

 ■ An 8-week progressive programme of career education 
resources was provided for teachers to use with pupils prior 
to summer holidays. The resources were designed for P7-S1 
transition pupils through to school leavers. 

 ■ A 5-week programme of webinars was also delivered to school 
leavers with career advisers presenting and answering questions 
related to different post school pathways.

Results Helpline

 ■ The SDS Results Helpline launched on August 4 to provide 
free advice and guidance to pupils and their parents and carers 
following their results. The Results Helpline was extended from 
August 12 to 28 in response to the decision to recertify SQA 
results.

2

EEFW/S5/20/25/2

https://www.myworldofwork.co.uk/redundancy-help-scotland
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https://www.myworldofwork.co.uk/learn-and-train/find-free-online-courses
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https://www.myworldofwork.co.uk/career-education-programme
https://www.myworldofwork.co.uk/careerjam-webinars
https://www.skillsdevelopmentscotland.co.uk/what-we-do/scotlands-careers-services/our-customer-contact-centre/


Work-based learning support
The COVID-19 pandemic has fundamentally changed the context 
in which apprenticeships are delivered, with the UK and Scottish 
economies effectively shutting down for the duration of the first 
quarter of 2020/21. A closed economy, furloughed workers and a 
strict adherence to physical distancing has dramatically impacted 
the volume of Modern Apprenticeship starts in the first quarter of 
2020. Employers have been forced to focus on immediate issues – 
including business survival – rather than recruitment or upskilling.

In the short-term, SDS has taken a range of interventions to 
safeguard and protect both apprentices and the apprenticeship 
learning provider network: 

Training provider grant relief

 ■ SDS, on behalf of Scottish Government, launched a Grant Scheme 
for MA and EF training providers who continued to provide 
training throughout the pandemic. Initially offered to cover the 
months of April to June, the scheme has been extended for July 
and August.

Adaptation of programme rules

 ■ Measures were introduced to reduce disruption to contract-
holders, employers and apprentices involved in the delivery of 
Foundation, Modern and Graduate Apprentices. 

 ■ Interim measures included relaxing programme rules where face-
to-face meetings with apprentices are not possible to allow for 
milestone payments. 

 ■ These measures have been extended to March 2021.

Support for Apprentices

 ■ SDS has worked with SQA and other awarding bodies to 
ensure that wherever possible, apprentices and learners are not 
negatively impacted in the long-term.  

 ■ This has included certifying pupils who were on track to 
complete their Foundation Apprenticeship ensuring recognition 
of this certification by universities and colleges for entry and 
progression.

 ■ Assurances and measures have been put in place to ensure 
Modern Apprentices can continue and complete their learning if 
there has been a break due to the pandemic.

 ■ Adopt an Apprentice has been extended to Graduate 
Apprentices as well as Modern Apprentices to support the wage 
and recruitment costs for employers who take on a redundant 
apprentice from another employer.  

 ■ Careers advice information and guidance support has also been 
highlighted to apprentices, along with access to free online 
learning and training resources on My World of Work.

As we look ahead, SDS is taking further action to ensure that Scottish 
Apprenticeships are at the forefront of the recovery. This includes:

 ■ The Scottish Government announced £10m to protect and 
support apprenticeships. This will include a range of measures 
to recruit and retain apprentices, including additional funding for 
Adopt an Apprentice. 

 ■ Discussions with Scottish Government ongoing on other 
interventions and incentives to support work-based learning 
pathways, employers and apprentices. 

3
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 ■ Marketing campaign activity will support promotion of work-
based learning pathways and any new interventions to support 
apprentices and employers. 

 ■ Adaptations to Foundation Apprenticeship delivery to ensure 
pupils can continue and complete their qualifications.

 ■ SDS will continue to promote and communicate the role  
of apprenticeships and work-based learning in economic  
recovery as well as apprenticeship job opportunities via 
apprenticeships.scot and related social media channels.

Links for further information

Apprentice support bolstered by £10m 
Additional funds announced by Scottish Government to support  
Adopt an Apprentice 

Scottish Apprenticeship system well-placed to support recovery 
New report from OECD highlights strength and resilience in Scottish 
Apprenticeship system 

Apprenticeships can play a key role in economic renewal 
Scottish Apprenticeship Advisory Board’s Allison McGregor  
on strength in Scotland’s apprenticeships and progressing to  
a world-class work-based learning system 

Youth employment and apprenticeships at heart of recovery 
Scottish Water’s Paul Campbell on the vital role of apprenticeships  
in Scotland’s economic recovery 

Employers backing apprenticeships through the pandemic  
Employers and their apprentices have been finding new ways of  
working through the COVID-19 crisis 

Apprenticeship learning providers innovating and adapting  
Learning providers supporting apprentices have been innovating  

and adapting to support apprentices 

Collaborative engagement
Given the scale of economic disruption it is critical that agencies and 
partners across the enterprise and skills landscape adopt a systemic 
approach to mitigating the effects of the pandemic on individuals and 
employers. SDS is working with a wide range of local and national 
partners to ensure joined up delivery and coordinated action, 
including:

 ■ Work with Scottish Government, Scottish Enterprise, Highlands 
and Islands Enterprise and South of Scotland Enterprise to 
develop Find Business Support, providing joined up information 
and support for businesses across Scotland, with specific help 
and advice for those affected by the coronavirus pandemic. 

 ■ Multi-channel campaign activity to raise awareness of Find 
Business Support which has driven significant engagement with 
the service.

 ■ Ongoing engagement with Developing the Young Workforce 
regional groups in support of campaign activity and other 
programmes designed to support employers and young people.

 ■ The Department for Work and Pensions with the goal of 
maximising resources within the system to prepare for the 
predicted rise in cases and the extended support individuals will 
need in a disrupted and challenging labour market. 

 ■ Extensive engagement with local authority education and 
employability partners, including SLAED and COSLA, on the 
alignment of our redeveloped services and enhancing our 
partnership approach. This includes effective signposting to local 
services through national interventions such as the SDS Helpline 
and My World of Work.

4
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https://www.apprenticeships.scot/
https://www.skillsdevelopmentscotland.co.uk/news-events/2020/august-2/youth-employment-and-apprenticeships-at-the-heart-of-recovery/)
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https://www.skillsdevelopmentscotland.co.uk/news-events/2020/august/employers-innovate-to-support-apprentices-through-pandemic/
https://www.skillsdevelopmentscotland.co.uk/news-events/2020/august/employers-innovate-to-support-apprentices-through-pandemic/
https://www.skillsdevelopmentscotland.co.uk/news-events/2020/august/innovation-at-the-heart-of-apprenticeship-learning-through-pandemic/
https://www.skillsdevelopmentscotland.co.uk/news-events/2020/august/innovation-at-the-heart-of-apprenticeship-learning-through-pandemic/
https://findbusinesssupport.gov.scot/
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 ■ Gathering and disseminating industry insight through our Labour 
Market Intelligence and utilising this insight to shape offers 
based on industry demand, including the MyWoW Job Hub and 
online training portal. Evidence is shared with a broad range of 
partners, including local authorities; colleges; universities; regional 
economic partnerships and stakeholders across the system.

 ■ SDS is supporting and reporting into a number of groups, 
including Enterprise and Skills Strategic Board; Advisory Group 
on Economic Recovery; Enterprise and Skills Sub Group; the 
Sandy Begbie-led work on Scotland’s Youth Guarantee; Oil and 
Gas Industry Leadership Group; the Further and Higher Education 
Ministerial Leadership Group; and the Ministerial PACE Activity 
and Resources Group.

 ■ Further work with the Scottish Funding Council, Scottish 
Enterprise, Highlands and Islands Enterprise and South of 
Scotland Enterprise to deliver the actions identified in our 
Strategic Plan and to develop a shared vision for Scotland in 
2035.  

Economic Recovery
In response to recommendations from the Enterprise and Skills 
Strategic Board Sub Group and the Advisory Group on Economic 
Recovery, Scottish Government has very recently announced 
measures to generate economic growth, combined with a focus on 
supporting jobs, skills and training. 

Initial proposed measures which will involve SDS include the 
formation of a Scottish Jobs Guarantee, embedding Foundation and 
Graduate Apprenticeships as part of wider college and university 
provision, a new Transition Training Fund, further investment in PACE, 
early feasibility planning for a Centre for Workplace Transformation 
and Find Business Support. 

SDS works closely with a range of partners on the delivery of some 
of these existing measures (such as PACE, in which SDS is one of a 
number of organisations delivering support, and FA and GA, in which 
SDS works closely with college and university partners) and we are 
engaging with the Scottish Government on how these measures will 
develop.  

This will form part of the system-wide response in which all partners 
play their part to support individuals and businesses to emerge from 
the current crisis.
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE 

HEAT NETWORKS (SCOTLAND) BILL 

SUBMISSION FROM     Association for Decentralised Energy  

Heat Networks (Scotland) Bill 

1. Which part of the Heat Networks Bill is of most relevance to you or your 
organisation, why, and what do you consider its impact will be? 

As a trade association, all of the Heat Networks (Scotland) Bill is relevant to us. For our 

members, the Bill will be relevant in different ways depending on the type of business they 

are.  

2. Are you content with the definition of heat networks used in section 1 of the 
Bill? (If not, please elaborate.) 

Waste heat and heat upgrade  
No, the ADE advises the following expansion of the definition to include waste heat or 

ambient heat capture: 

Part 1, 1 (2) A district heat network is a network by which thermal energy is 

distributed from one or more sources of production, captured and/or upgrade to more 

than one building.  

Part 1, 1 (3) A communal heating system is a system by which thermal energy is 

distributed from one or more sources of production, capture and/or upgrade to one 

building comprising more than one building unit. 

As currently drafted, the language may exclude some shared loop systems from being 

excluded from regulation. Whilst these networks may need relevant exemptions, a 

wholesale exclusion from regulation is not appropriate. It may also be interpreted to exclude 

heat networks that take waste heat and use a heat pump to upgrade this heat.  

The meaning of thermal energy  
The ADE supports the wide definition of thermal energy, which will mean that, in the future, 

if the substance flowing through heat network pipe infrastructure is altered e.g. away from 

steam or water, the Bill will still capture these networks.  

However, the ADE encourages the Scottish Ministers to retain control, by regulations, to 

modify the meaning of thermal energy.  

3. Previous consultations have identified different priorities for this legislation – 
including transition to low-carbon or renewable energy, tackling fuel poverty, 
and ensuring consumer protection. To what extent do you think such priorities 
are reflected – and balanced – in the Heat Networks (Scotland) Bill? 

As much as possible within Scottish competencies, these priorities are well-reflected in 

legislation. The inclusion of licensing requirements and technical standards will allow 

Scottish Government to ensure that heat network deployment delivers good consumer 
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service, despite this not sitting within Scottish competencies. The ADE would encourage 

Scottish Government to continue to work with the Heat Trust to explore how compliance 

with Heat Trust or equivalent consumer protection standards can be encouraged or 

required, particularly in the absence of consumer protection regulations from BEIS. The 

introduction of Zone Permits, which will introduce competition into the market at strategic 

timings, will also encourage good consumer outcomes as heat networks will be further 

incentivised to perform well in order to re-win the Permit.  

The ADE expects that the consenting process will be a helpful way for Scottish Government 

and local authorities to drive positive wider outcomes from heat network development, 

including meeting net zero commitments, addressing fuel poverty, and reducing air 

pollution. 

In particular, the ADE welcomes the introduction of Building Assessment Reports. This is a 

helpful first step towards addressing the retrofit question. At present, the governments and 

local authorities have very few tools through which to require changes to existing buildings. 

Building Assessment Reports will help to give government oversight of the opportunities 

and limitations for public sector and non-domestic buildings for low carbon heating retrofit, 

providing helpful data and examples for introducing future policies and regulations. 

ADE members would also like to understand what the consenting process will mean for 

replicability of projects. Being able to replicate and reuse successful plans, for example, 

helps to reduce costs of heat network development.  

4. What are your views on the licensing regime as envisaged by the Bill? 
The ADE supports the introduction of the proposed licensing regime. The ADE welcomes 

any measures taken by Scottish Government which seek to reduce the costs borne by the 

process.  

The Bill has been drafted in a flexible way, allowing for changes to be made to the overall 

shape of the framework pending future decisions taken at a local, national and UK-wide 

level.  

The licensing regime proposed by Scottish Government differs from that proposed by the 

UK Government, but predominantly in terms of semantics. The Association does not 

envisage that these differences are enough such that it will represent a significant burden 

for heat network operators. The particular difference sits within Heat Network Zone Permits, 

which represent a benefit to the heat networks sector, and are thus a fair trade off of 

responsibility versus opportunity.  

Nevertheless, the ADE welcomes any steps taken by Scottish Government to reduce the 

onerousness of the consenting, licencing and permitting regime, particularly for smaller 

operators and social housing providers.  
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5. What is your opinion of the approach taken with Heat Network Zones (see parts 
3 and 4 of the Bill)? 

The Association would like to see heat network zoning being made a statutory duty for local 

authorities. The strength of this Bill will depend on the timings associated with the Bill. If 

secondary legislation delays the implementation of the stronger elements, it will delay its 

success at delivering on our net zero ambition. 

In particular, the ADE welcomes the requirement for local authorities to carry out a review 

into whether anywhere in their authority is suitable for zoning. This will give Scottish 

Government oversight into heat network strategic planning and will highlight instances 

where local authorities are not taking forward zoning and will require local authorities to 

explain this decision.  

Local authorities should seek to consult GDNs, DNOs, distributed generation assets and 

other heat networks in the review, development and designation of heat network zones, as 

these assets may affect the suitability of heat network deployment. 

Nevertheless, that Scottish Ministers will retain the power to designate zones is a strength 

of the Bill.  

The ADE would encourage that the Bill includes a duty to cooperate between local 

authorities in the designation of Heat Network Zones.   

The introduction of heat network permits is a particularly welcome move, which will grant 

heat network operators certainty about the future of their network. The ADE welcomes that 

these are time limited, as this will give heat network operators time to recoup their initial 

investment and generate some profit, whilst also introducing competition into the market at 

strategic points over the lifetime of a heat network, in turn delivering good consumer 

outcomes. 

The ADE would also like to understand better how heat network zoning is impacted by 

LHEES. 

6. How will the Bill impact on local authorities? (In terms both of the assessment 
of the suitability of their own buildings and also the power to designate heat 
network zones) 

The ADE does not expect that the Bill will place any significant further responsibility on local 

authorities than is already being considered through LHEES or under public money 

spending rules and requirements, except where local authorities are also heat network 

operators.  

Nevertheless, in general, on the path to net zero, the responsibility of local authorities is 

expected to increase, as the need for clear local decarbonisation pathways becomes more 

evident. As such, the amount of funding and support that local authorities will require will 

change, and Scottish Government must ensure that local authorities have the appropriate 

budgets (both discretionary and non-discretionary) to deliver on these evolving 

responsibilities. The ADE recognises that, within the Bill, provision has been made for local 
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authorities to request that Scottish Ministers take responsibility for designating zones, and 

that this may be used, for example, where the local authority lacks the resources to 

undertake this itself. However, upskilling within local authorities and the counterpart funding 

will be necessary in the longer-term for local authorities to adequately play their part in our 

net zero journey. Scottish Government should consider how, for example, making zoning a 

requirement but adequately funding it would better deliver on our net zero trajectory.  

The ADE would be grateful to better understand how the £50m Heat Networks Early 

Adopters Challenge Fund, announced in the 2020 Scottish Budget will fit into this context.  

7. Part 6 of the Bill confers powers for the compulsory acquisition of land and 
wayleave rights; to survey land for the purpose of construction or operating a 
heat network, and to access land in order to carry out repairs. What do you 
think of the extent of the powers in the Bill for licensed heat network operators 
(similar, in some respects, to those of utility companies)? Has a balance been 
struck with the rights of others (property rights for example)? If not, what would 
that balance be? 

The ADE advocates that heat networks should be able to access equivalent rights to other 

networks and utility companies.  

Compulsory purchase rights needing the approval of ministers will help to give oversight of 

the process and ensure that these rights are only being used where there is clear need. 

The ADE expects that this will predominantly be relevant for energy centre infrastructure 

where ownership is more necessary, or where a voluntary wayleave cannot be reached.  

In particular, the ADE would like to see the granting of statutory undertaker rights. However, 

Scottish Government must find a way to ensure that these rights are limited to specific parts 

of the market and are not granted to all heat networks. This is because being a statutory 

undertaker actually represents a cost and time burden to affected organisations – and this 

will not be appropriate for smaller organisations. Instead, Scottish Government should find 

a methodology that allows heat networks to access these rights where relevant, with 

appropriate oversight from Scottish Government. 

8. Please feel free to provide your views on any other aspects of the Bill or the 
policy aims underpinning it if not covered above. 

The ADE encourages Scottish Government to strengthen the Bill in relation to zoning. In 

particular, we would like to see Scottish Government go further, to introduce an obligation 

to connect for new buildings, public sector buildings & non-domestic buildings within Heat 

Network Zones. 

In the BEIS consultation ‘Heat networks: building a market framework’, BEIS state that:  

Heat policy is devolved in Scotland, but consumer protection is reserved to the UK 

Parliament. Therefore, the measures we are proposing in this consultation that do 

not directly protect consumers – including provisions covering non-domestic 

consumers and those encouraging the heat network sector to achieve its full 

potential such as technical standards or decarbonisation requirements – are not 
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directly applicable to Scotland. It is within the power of the Scottish Government 

to develop a framework and appoint a regulatory body to undertake these 

functions in Scotland. 

The ADE interprets this to mean that Scottish Government can introduce a framework that 

covers non-domestic consumers, and as such, any argument that requiring zoned non-

domestic buildings to connect would not be appropriate as Scottish Government could not 

manage the risk created by the obligation as policy in this space falls outside of their 

competencies, is limited. The ADE would encourage Scottish Government to consider 

strengthening the policies within zones. In particular, Scottish Government should consider 

writing this policy into the Bill now, enabling time to consider through secondary legislation 

how best this power could be exercised and at what time. 

Crucial to the success of Heat Network Zoning in Scotland is the other policies that are in 

effect within these zones, that may sit in secondary legislation or other legislation 

altogether. Changes to the planning framework and Building Standards in particular will be 

crucial for delivering its success. The ADE looks forward to continuing to work with Scottish 

Government on these areas over the coming year.  
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ECONOMY, ENERGY AND FAIR WORK COMMITTEE  

HEAT NETWORKS (SCOTLAND) BILL  

SUBMISSION FROM             Scottish Futures Trust  

1. Which part of the Heat Networks Bill is of most relevance to you or your 
organisation, why, and what do you consider its impact will be?  

  
Scottish Futures Trust (SFT) is an infrastructure centre of expertise owned by the 
Scottish Government. Our aim is to improve the efficiency and effectiveness of 
infrastructure investment and use in Scotland by working collaboratively with public 
bodies and industry, leading to better value for money and ultimately improved public 
services. Our activities in relation to the heat networks sector include the provision of 
guidance and commercial support to heat network developers and operators. SFT was 
represented on the Heat Networks Regulation Working Group.   
  
A key issue for viable projects is demand risk (i.e. certainty of revenues from heat sales 
to customers), for which the provisions in Part 3 (Zones), Part 4 (Zone Permits), Part 5 
(Building Assessment Reports) and Part 6 (Powers of Licence Holders) are most 
relevant. The Bill’s provisions relating to zoning, assessment of buildings’ suitability for 
connection, exclusivity (in permitted zones) and necessary wayleaves are certainly 
helpful for developers in this regard, but, as no properties will be required to take a heat 
supply, might not sufficiently de-risk investments in new networks.   

  
2. Are you content with the definition of heat networks used in section 1 of the Bill? 

(If not, please elaborate.)  
  

Yes.   
  
3. Previous consultations have identified different priorities for this legislation – 

including transition to low-carbon or renewable energy, tackling fuel poverty, and 
ensuring consumer protection. To what extent do you think such priorities are 
reflected – and balanced – in the Heat Networks (Scotland) Bill?  

  
The priorities of promoting low-carbon or renewable energy and of tackling fuel poverty 
will remain in tension as long as fossils fuels remain a cheaper option. The Bill does not 
in itself resolve this tension due to the relevant powers (e.g. relating to taxation of fossil 
fuels and consumer protection) being reserved areas.   
  
As building owners / occupiers will not be obliged under the Bill to connect to heat 
networks, their interests as consumers will not be prejudiced by it. However, the 
proposed licensing of operators should provide a degree of protection for customers, 
and the proposed extension of Ofgem’s remit to include consumer protection for heat 
networks (per BEIS’ Market Frameworks Consultation) complements the Bill’s aims in 
this respect.   
  
Following the introduction of such consumer protection by UK-wide legislation, the 
extent to which the Bill’s provisions aimed at stimulating investment have been 
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successful should be re-considered, as there may be a case for going further in relation 
to mitigating demand risk (for example by introducing a power to mandate connections 
for certain types of buildings that could serve as anchor loads).    

  
4. What are your views on the licensing regime as envisaged by the Bill?  
  

The requirement for heat network operators to be licensed is sensible. However, given 
that under BEIS’ Market Frameworks consultation there would be no corresponding 
requirement in England and Wales (only a lighter-touch ‘general authorisation’ regime), 
it will be important to ensure that the licence application process is not too onerous as 
to deter potential investors in the Scottish market.   
  
The Bill envisages exemptions to the requirement to hold a licence, either on a caseby-
case basis (in a direction issued by Scottish Ministers) or to particular types of networks 
(in further regulations). Whilst this broad discretion provides future flexibility, it also 
creates uncertainty, for example in relation to the status of existing networks and smaller 
operators. It would therefore be helpful as the Bill is progressed for Scottish Government 
to clarify the types of circumstances where it would envisage exemptions.   
  
Given that the Bill envisages licences having effect until they are either revoked or 
surrendered, it would be beneficial to require licensed operators to submit information 
periodically to demonstrate that they still meet the requirements (including, for example, 
as to financial standing) against which their original licence application was assessed. 
This would allow the licensing authority to assess whether the licence should potentially 
be revoked and the operator’s rights transferred to another operator before a potential 
insolvency event occurs. Such an obligation on licence holders could be provided for in 
the standard licence conditions to be developed.    

  
5. What is your opinion of the approach taken with Heat Network Zones (see parts 3 

and 4 of the Bill)?  
  

The obligation on local authorities to consider zoning areas for heat networks is 
sensible. The relevant provisions in the Bill will need to dovetail with the additional 
statutory duty to develop Local Heat and Energy Efficiency Strategies envisaged by 
Scottish Government, which will be set out in separate primary legislation.   
  
The distinction between heat network zones which are permitted, and those which are 
not, may give rise to some practical difficulties:  
  

- By definition (under s.37), any building within an area designated as a heat network 
zone falls within an area deemed “particularly suitable for the construction and 
operation of a heat network”. In which case, zones which are not permitted (under 
Part 4) may be less attractive to developers, as there will be no exclusivity of the 
potential customer base within the zone.   
  

- In an unpermitted zone, there could be multiple networks owned and operated by 
different licence holders, rather than (as would be the case in a permitted zone) 
networks owned and operated by a single provider. This may not lead to the best 
outcome for customers, as heat networks operate most efficiently at scale, and it 
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may be impossible to drive economies of scale where adjacent networks do not 
connect due to their different ownership.   
  

- Owners of existing networks within a permitted zone will be able to continue 
operate their networks following the issue of a permit for that zone through 
competition to a third party (effectively, a concessionaire). It is not clear how such 
operators would be able to expand their existing networks, for example to connect 
additional buildings which they own or control, without breaching the permit 
holder’s exclusivity rights within the zone.   

  
6. How will the Bill impact on local authorities? (In terms both of the assessment of 

the suitability of their own buildings and also the power to designate heat network 
zones)  

  
As noted in the response to Question 5, the relevant provisions in the Bill will need to 
dovetail with the additional statutory duty to develop Local Heat and Energy Efficiency 
Strategies envisaged by Scottish Government, to be set out in separate primary 
legislation.   
  
The duty on public sector building owners (and potentially others) to prepare building 
assessment reports appears to relate to technical feasibility (of the building being able 
to connect to a heat network) only, and, if feasible, the potential timing of such 
connection. The assessment would be more useful to building owners, operators and 
local authorities, if it went further and required an assessment not just of technical 
feasibility of connecting to a heat network (including a building’s thermal envelope and 
suitability for connection to low or ambient temperature networks), but also of alternative 
low carbon heating solutions and any significant related energy efficiency retrofit 
requirements. This would help understand not just whether a particular building ‘could’ 
connect, but also whether it ‘should’ connect (i.e. is the best solution).   
  
Such assessment would need to dovetail with any future standards or regulations 
relating to the replacement of heating systems in non-domestic buildings, for example 
CO2 / NOx emissions standards, which would constrain the range of alternative low 
carbon solutions. Although this would increase the scope of the duty on public sector 
building owners, in reality the person preparing the building assessment report (as 
envisaged by the Bill) would generally be well placed to consider alternative 
technologies and energy efficiency retrofit, and the benefit from the additional 
information would potentially outweigh the additional time and cost.   

  
7. Part 6 of the Bill confers powers for the compulsory acquisition of land and 

wayleave rights; to survey land for the purpose of construction or operating a 
heat network, and to access land in order to carry out repairs. What do you think 
of the extent of the powers in the Bill for licensed heat network operators (similar, 
in some respects, to those of utility companies)? Has a balance been struck with 
the rights of others (property rights for example)? If not, what would that balance 
be?  
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One of the package of measures aimed at overcoming demand risk is the ‘network 
wayleave right’, which would allow a heat network operator to install apparatus, 
including by a ‘necessary wayleave’. This raises two concerns:   
  

- The proposed power in s.58 “to install and keep installed heat network apparatus 
on, under or over any land…for a purpose connected with the supply of thermal 
energy by means of a heat network…”, read with the definition of ‘heat network 
apparatus’ (meaning “equipment or structure designed or adapted for use in 
connection with a heat network”) is unclear as to whether this would allow the heat 
network operator to go up to or beyond the building curtilage (e.g. a blanked-off tee 
valve) and install equipment in the building (up to and including a heat meter). This 
would benefit from more clarity.   
  

- Although there will be cost savings for network operators associated with being 
able to install equipment to facilitate potential future connections at the time the 
main network is being constructed, it is unclear how much additional cost such 
operators would be prepared to incur unless there is certainty that the building 
owner will agree to take a heat supply from the network. Therefore, the extent to 
which this power, even taken with exclusivity conferred in a permit zone, will 
mitigate demand risk in practice.   

  
The proposed powers of network operators will, in other respects, be broadly 
comparable to ‘statutory undertaker’ rights for utilities. However, the Bill contains no 
right to break open roads and carry out road works, which normally form part of statutory 
undertakers’ rights. The Policy Memorandum acknowledges this and envisages 
amending the Bill to make such provision during its passage through Parliament.   

  
8. Please feel free to provide your views on any other aspects of the Bill or the policy 

aims underpinning it if not covered above.  
  

In relation to a decision by Scottish Ministers under Part 4 of the Bill as to which heat 
network zones should be permitted, and hence subject to a period of exclusivity 
conferred on a heat network operator by way of competition, the Bill is silent as to the 
factors to be taken into account in designating the zone, the period of exclusivity, and 
what happens to the assets on expiry of the concession period. Although the Bill 
contemplates further regulation in respect of the permitting process, this will be a key 
area of interest for the market, and hence early guidance would be helpful.   
  
In heat network zones which are not permitted, there may be a benefit to different heat 
network operators in sharing certain infrastructure, for example economies of scales 
and scope, which should benefit customers. The Bill does not make any provision in this 
respect, so it is assumed that the sharing of infrastructure will be left to commercial 
negotiation and agreement between operators. Should there be a regulatory 
mechanism to ensure that, if negotiation fails, a suitable outcome can be achieved?   
  
We would welcome an opportunity to discuss the above points, and some additional 
points relating to drafting, with Scottish Government.   
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TIED PUBS (SCOTLAND) BILL 
 

WRITTEN SUBMISSION FROM THE SCOTTISH GOVERNMENT 
 
Introduction  
1. This memorandum has been prepared by the Scottish Government to assist 
consideration by the Economy, Jobs and Fair Work Committee of the Tied Pubs 
(Scotland) Bill which was introduced by Neil Bibby on 3 February 2020.  
 
Background  
2. The UK Government introduced primary legislation (covering England and Wales) 
in 2015 (Small Business, Enterprise and Employment Act 2015, Part 4) and 
subsequent Regulations in 2016 to create a statutory Pubs Code to govern the 
relationship between pub-owning companies and their tied tenants, and establish a 
Pubs Code Adjudicator to oversee and enforce the code. It also gave tied tenants 
the option, at certain trigger points, to replace their tied arrangements with a “market 
rent only” agreement, with disputes between tenants and landlords being arbitrated 
by the Adjudicator. The overarching aim of that legislation was to improve and 
strengthen the position of the tied tenant through redressing the balance of power in 
the relationship. Specifically, the legislation has two overarching principles which 
must be reflected in the Code:  
 

 That there is fair and lawful dealing by pub-owning businesses in relation to 
their tied pub tenants; and  

 That tied pub tenants should not be worse off than they would be if they were 
not subject to any product or service tie  

 
3. The Tied Pubs (Scotland) Bill largely replicates the UK legislation and, similar to 
the UK process, it focuses on the following components, whilst leaving the detail (of 
the Code) to secondary legislation:  
 

 Requirement for a Pubs Code and Adjudicator;  

 The underpinning regulatory principles;  

 The functions and powers of the Adjudicator;  

 Funding and support for Adjudicator;  

 A process for arbitrating on disputes; and  

 Requirement in the Code for a Market Rent Only lease option  
 
4. The Bill seeks to go further than the UK legislation in some areas, such as:  
 

 In addition to the two overarching principles of the UK legislation it adds a 
third principle: “that any agreement between a pub-owning business and a 
tied-pub tenant should fairly share the risks and rewards amongst the parties.” 
Additionally, the Bill requires the Adjudicator to carry out the Adjudicator‟s 
functions consistently with all three principles.  

 It is broader in scope in that all tied tenants are covered – the UK legislation 
only applies to tenants who have agreements with those pub-owning 
businesses who own 500 or more tied pubs (ie. the 6 larger pub-owning 
businesses in England and Wales).  
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 There is an automatic right for tenants to exercise the Market Rent Only 
(MRO) option whenever they choose – the UK legislation includes certain 
conditions and trigger points that need to be met before the MRO can be 
requested  

 A new „guest beer‟ arrangement, which means that tenants will have the right 
to stock at least one beer of their choosing beyond any tied arrangement  

 
5. Other divergences from the UK legislation are:  
 

 A more flexible approach to the establishment of the Adjudicator, suggesting 
that it could form part of the remit of an existing post-holder and without the 
need for a deputy (reflecting the relative smaller size); but with an enhanced 
appointment process resulting in the appointment being subject to a resolution 
in Parliament – a process generally used for more significant roles such as 
the Human Rights Commissioner and the Auditor General  

 Shorter review periods (2 years rather than 3) for the Code and the 
Adjudicator‟s performance  

 Ability for retrospective action for former tied tenants and pub-owning 
businesses  

 A simplified arbitration process that has less conditions and criteria, permits 
referrals from pub-owning businesses (in addition to the tenant), and enables 
the Adjudicator to arbitrate directly  

 
Consultation  
6. Neil Bibby carried out a consultation on the Bill between February and July 2017 
and received 275 responses. 46 responses were from organisations and 229 were 
from individuals, with the large majority supportive of the proposal.  
 
7. Many of the comments made in support of the proposal reiterated arguments 
made in the consultation paper, including that introducing a tied pubs code and 
adjudicator in Scotland would: help to ensure a fairer and more appropriate balance 
of power in the relationship; improve and protect tenants‟ rights; improve tenants‟ 
ability to make a successful living from the business; lead to cheaper and more 
appropriate rents; and enable tenants to buy stock more cheaply and sell a wider 
range of products.  
 
8. A small minority of respondents were opposed to the proposal. Reasons given for 
opposition included that: the tied arrangement is mutually beneficial to tenants and 
landlords; the current range of management options, including tied arrangements, 
are sufficiently flexible and appropriate to allow businesses to succeed; the proposal 
would introduce unnecessary and unhelpful complexity; the  
proposal would significantly increase costs for all involved; it would remove valuable 
investment in the industry provided by pub-owning businesses; and that there is a 
sufficient and effective voluntary code in Scotland.  
 
Financial Impact  
9. Like the UK legislation, the Bill proposes that the costs of the Adjudicator should 
be met by industry in the form of a levy, at a level set by Regulations. The extent of 
this would very much depend on the model that is created, whether a stand-along 
appointment/office or by adding the duties on to a current post holder. There are 
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likely to only be minor costs to the Scottish Government during and after this 
process, with a small team leading on the development and implementation of the 
legislation, but given the financial pressures on Government we would need to seek 
to recover them from industry.  
 
Scottish Government Position  
10. Understanding the profile of the industry in Scotland is important. There are 3 
main pub ownership models in Scotland:  

 Tied: lease between self-employed tenant and pub company landlord, with 
most including a supply agreement for beer, cider and services  

 

 Managed: an individual manages the pub on behalf of the pub business and 
is a paid employee  

 

 Independent Free Trade: pub is bought and managed by an individual  
 
11. In Scotland, over 60% of pubs are independently owned and managed, with 17% 
operating on a tied model – this equates to around 750 pubs operating on a tied 
model (out of 4,000 pubs). The industry in Scotland is naturally much smaller than in 
England, and its profile is quite different – in England, a majority (39%) of pubs 
operate on a tied basis – equating to approx. 20,000 tied arrangements. In England 
and Wales it is also much more common for the tied arrangement to include the 
tenants home above/part of the pub.  
 
12. The Scottish Government has previously sought to establish the nature and 
extent of the problem that this legislation is seeking to address. We undertook our 
own independent research in 2016 which facilitated qualitative interviews with 25 
tenants, which concluded:  
 

 In general and on balance, no part of the pub sector in Scotland appeared to 
be unfairly disadvantaged over others. But it noted:  

 

 Some dissatisfaction existed within the tied arrangement, mainly relating to 
the higher cost of beer, cider etc; and disputes occurring around 
„maintenance‟ (repairs, upkeep etc) agreements; and  

 

 A recognition that a tied model was appealing to new entrants with limited 
experience or capital, and the associated benefits on a tied model (cheaper 
sky tv, wi-fi, marketing support etc) were undervalued  

 
13. Whilst this research was helpful it was a relatively small sample size due to a 
lack of engagement from the industry. Since then, Ministers have received very few 
pieces of correspondence or representations from tenants, or their representative 
bodies, calling for change.  
 
14. We also note the analysis contained in the Policy Memorandum assessing the 
data from England and Wales over the past 3½ years, which shows that from the 
10,000 pubs within the scope of the legislation:  
 
Activating the Market Rent Only option (freeing tenants from the tie):  
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 1,000 notices served to the pub companies for a MRO proposal  

 118 tenants took up the option and moved to market rent only agreement  

 Equates to approx. 1% of the total within scope  
 
Number of disputes lodged with the Adjudicator:  

 900 „enquiry‟ cases lodged (raising a concern/dispute)  

 372 accepted for arbitration (cases that met the criteria)  

 Approx. 3% of total within scope  
 
15. Based on this data, the Policy Memorandum estimated the potential case load 
for Scotland, per annum:  
 

 11 enquires  

 8 arbitration cases  

 23 Market Rent Only requests activated for consideration  
 
16. Based on this data, if the pattern/trend from England and Wales was to be 
mirrored then around 6 tenants each year in Scotland would move to a Market Rent 
Only agreement, with the other (17) entering into a new tied arrangement, likely with 
new negotiated terms.  
 
17. The Scottish Government is supportive of the principle of fair and equitable 
treatment within commercial agreements and the broad aspiration of the Bill in that 
regard is sound. However, there remains some uncertainty as to the scale and 
nature of the problem that the Bill is seeking to address, and whether legislation of 
this nature is proportionate.  
 
18. In addition, given that the Bill seeks to go further than the UK legislation there are 
a number of potential unknown consequences that should be explored and better 
understood, including:  
 
i. Fully understanding the consequences of including all tenants within the scope of 
the legislation. In England and Wales only the largest 6 pub owning businesses (the 
threshold is set at those owning 500 or more tied pubs) are within scope – the 
rationale was to exclude the large number of smaller family-operated pub owning 
businesses that exist in England and Wales. The Policy Memorandum identifies 10 
businesses that would be within scope in Scotland, although acknowledges that 
other unknown smaller businesses could also be in scope. In theory, a small 
business owner owning one or two pubs would therefore be within scope.  
 
ii. Fully understanding the consequences of enabling a Market Rent Only option to 
be activated at any time without any conditions or triggers. Representatives from the 
pub-owning sector has signalled significant concern about this provision, citing a 
threat to proposed capital investment projects stemming from a perceived inability to 
plan with any certainty. There is a difference between the underlying law on leases in 
England & Wales and Scotland, which has the effect that Scottish tenants do not 
have the right for leases to roll-over, making their position less secure – it is possible 
that establishing a MRO option could encourage pub owners to offer shorter leases.  
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iii. Understanding the practical meaning of the „third overarching principle‟ – tied 
arrangements offer a fair share of risk and reward.  
 
iv. Seeking further information on the establishment of a Scottish Pubs Code 
Adjudicator. The Policy Memorandum acknowledges that this role may not warrant a 
full time equivalent post, and the function could be added to an existing post-holder‟s 
remit, but it includes a very rigorous process for the appointment. The Bill also 
includes a duty on the Scottish Government to appoint an Adjudicator within 1 year 
of the legislation coming into force and the practicalities of this would need 
considered further given the wider pressures in the wake of Covid19.  
 
Wider Issues  
 
19. We also suggest the Committee may wish to consider two related aspects and 
how they interact with the proposed legislation.  
 
20. There are a number of existing industry-led measures that have emerged, such 
as the Voluntary Code of Practice (which is applicable in Scotland and also applies 
to those tenants and pub-owning businesses in England and Wales not within scope 
of the UK legislation), and which is overseen by a Governing Body. We understand a 
new „Scottish‟ Governing Body has now been convened, with representatives from 
the tenant and pub-owning as members. There is also the low-cost arbitration 
process that pub-owning business offer their tenants in the form of the PIRRS (rent 
disputes) and PICA (other disputes) services – we understand there has been no 
referrals to these services in Scotland although there are plans to make these more 
visible and accessible to Scottish tenants.  
 
21. The impact of Covid19 on the pub sector has been significant and this legislation 
ought to also be considered within that context, particularly in light of the ongoing 
dispute in relation to payment of rent and the wider recovery of the industry. As such, 
the Committee may wish to explore whether the legislation would further aid or 
hinder those relationships, particularly in times of crisis.  
 
Conclusion  
 
22. The Scottish Government is very supportive of the principle of fair and equitable 
treatment within commercial agreements and has a desire to see a vibrant tenanted 
pub sector in Scotland. However, we believe more evidence is required on the scale 
and nature of the problem the legislation is seeking to address, and whether 
legislation is a proportionate response, particularly at this juncture in the 
Parliamentary term. We also believe a more detailed analysis is needed on the 
issues highlighted in this submission before we are able to reach a view on the Bill. 
Any further consideration would also be subject to the Scottish Government‟s 
assessment as to whether the Bill would be within the legislative competence of the 
Scottish Parliament. We remain open to having further discussions with Neil Bibby 
and other stakeholders during the consideration of the proposal.  
 
Scottish Government  
14 July 2020 
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