
25 June 2002

Iain Gray MSP

Minister for Enterprise, Transport and Lifelong Learning

Scottish Executive

Meridian Court

5 Cadogan Street

Glasgow

G2 6AT

Dear

I wrote on 15 May regarding three issues which are of concern to SCDI’s North East Committee. We subsequently touched on these during our discussions the week the Parliament was in Aberdeen.

I am writing to elaborate and to take forward our thinking on the two energy related issues. Our thoughts on the transport issue are outlined in separate correspondence.

1. Oil and Gas Industry Tax Changes

On the above our views have now been represented to the Chancellor of the Exchequer by the SCDI Chairman, Donal Dowds. I attach a copy of this letter which outlines our main concerns. It is SCDI’s view that Scotland and the UK have much more to gain, in terms of employment, investment and fiscal revenues, from a long term stable fiscal approach to the oil and gas sector. This industry is important to the UK, but vital to the economy of Scotland, and we would urge the Scottish Executive to lobby colleagues at Westminster on this issue.

2. Energy Intermediary Technology Institute

We are aware that proposals for three Institutes are currently being progressed within Scottish Enterprise. Firstly, SCDI welcomes this initiative as it clearly offers potential to improve the links between the Universities and industry and more importantly the possibilities for successful commercial ventures and products. 

Specifically with regard to the Energy Institute SCDI views Aberdeen as the logical location where this should be established. There are two main reasons for our thinking. 

The first of these is based on the considerable expertise and infrastructure which already exists in and around the city of Aberdeen. As Europe’s “oil capital” the city has been at the centre of the UK oil and gas sector since oil was first discovered in the North Sea in the late 1960s. From a standing start, when virtually all the technology and expertise had to be imported into the region to allow the industry to develop, the knowledge base of the area has grown dramatically. Indeed much of the innovation and expertise which has been developed in the difficult operating environment of the North Sea is now being exported globally from the North East of Scotland. Major international companies such as Schlumberger, Halliburton and Weatherford all carry out significant levels of research and development as well as product development here in Scotland. Equally important is the role the small and medium sized companies have played in continually providing the innovation and ideas which have allowed the North Sea to extend its life far beyond initial estimates.

Secondly, allied to this sound and diverse industrial base is the capability of the education and research institutes already operating within the city area. With two major Universities and other bodies such as the Macaulay Land Use Research Institute all offering a high level of academic and research based expertise, the intellectual capacity of the city in terms of energy issues is immense. Likewise is the potential for creating the linkages necessary to enhance the commercialisation of intellectual property.

However, there is more. As the recent decision by the Department of Trade and Industry to base their Renewables UK agency in Aberdeen shows, there are considerable opportunities for establishing the city as the industrial and research based driver for a major Scottish and UK renewable energy industry. By complementing what is already located in Aberdeen, the establishment of the Energy Intermediary Technology Institute in the city offers a tremendous opportunity to create a critical mass of knowledge and expertise which can drive forward a major Scottish based energy cluster for many years to come. 

We would urge the Executive to seize this opportunity and to firmly back Aberdeen as the location for this Energy Institute. I look forward to your response on this matter.

Yours sincerely

Professor Bill Stevely

Chairman – SCDI North East Committee

