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WRITTEN EVIDENCE FROM THE SCOTTISH COUNCIL FOR DEVELOPMENT AND 
INDUSTRY 

 
1. SCDI is an independent membership network that strengthens Scotland’s 

competitiveness by influencing Government policies to encourage sustainable 
economic prosperity. SCDI’s membership includes businesses, trades unions, 
local authorities, educational institutions, the voluntary sector and faith groups. 
 

2. SCDI has responded to the consultations on Building a Hydro Nation and 
Scotland the Hydro Nation Prospectus and Proposals for Legislation. SCDI has 
also participated in a Scottish Government workshop on Realising the Benefits of 
the Water Sector for the Scottish Economy. We are discussing with the Scottish 
Government, Scottish Water and Highlands and Islands Enterprise how we can 
support the Hydro Nation agenda which we strongly believe has significant 
opportunities for the Scottish economy, especially to increase Scottish exports.  

 
Section 1 of the Bill proposes placing a duty on Scottish Ministers to take such 
reasonable steps as they consider appropriate to ensure the development of the 
value of Scotland’s water resources. Do you consider these proposals to be 
sufficient to drive forward the delivery of the Scottish Government’s aim of 
making Scotland a Hydro Nation?  
 

3. Global population growth, badly run infrastructure requiring investment, higher 
standards for water quality and climate change are shaping the development of 
the global water market. An estimated 1 billion people lack access to an 
improved water supply and 2.6 billion people lack access to improved sanitation. 
With population growth concentrated in India, the rest of Asia, the Middle East 
and Africa, the demand for water is projected to outstrip supply by 40% by 2030 
and an estimated half the world’s population are likely to live in areas of high 
water stress by the same year. A number of reports have forecast that the global 
water market, which is currently worth $300 billion, will continue to grow strongly.  
  

4. This is a market in which Scotland should be able to develop and capitalise on 
competitive advantages and increase the relatively modest exports of its sector. 
This would build on and promote partnerships between the research excellence 
of Scottish academia, the engineering consultancy strengths and innovative 
technologies of the Scottish-based supply chain, and Scottish Water’s growing 
global reputation for water management, following the relatively small-scale 
contracts which it has recently secured. Scotland will need to identify its 
competitive advantages in technology subsectors and markets. SCDI believes 
that an early priority for the Hydro Nation agenda should be to analyse the 
international activity, strengths and opportunities of the Scottish water sector. 

 
5. These proposals appear to be sufficient to drive forward the public sector and 

public funding to deliver the Hydro Nation programme. However, developing a 
strong partnership approach with the private sector will be essential to the 
delivery of the economic benefits envisioned in the Hydro Nation agenda. A 
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number of businesses in the water sector have previously commented to SCDI 
that the earlier consultations lacked detail about the economic development 
strategy - especially of those areas of potential competitive advantage and 
opportunities on which the Scottish Government plans to focus - and about how 
they could become involved. However, following engagement by the Scottish 
Government and Highlands and Islands Enterprise, the awareness of the Hydro 
Nation agenda in the private sector appears to be increasing and the launch of 
the Hydro Nation Forum this month will be a further important step forward. 
  

6. Clearly, the development of the value of Scotland’s water resources will depend 
on a range of factors, some of which are outwith the powers of the Scottish 
Government. From an economic perspective, the ability of Scottish SMEs to 
capitalise on global opportunities in the water sector is key. SCDI strongly 
supports the development of water technology innovation facilities funded by the 
Scottish Government as an early priority. However, to bring these technologies to 
global markets, improving the access to finance for SMEs will also be necessary.  

 
What are your views on the proposal that Scottish Ministers should be able to 
direct public bodies to participate in the development of water resources?  
 

7. SCDI believes that it is right that Scottish Ministers should have this power in 
order to ensure that the potential of the Hydro Nation agenda to deliver economic 
benefits is maximised. From the discussions which SCDI has had with public 
bodies - particularly Scottish Water and Highlands and Islands Enterprise - it is 
clear that they are already developing a high-level commitment to participation.  
 

8. The Scottish Government intends that the Hydro Nation agenda will be delivered 
by designated bodies through aligning of existing budgets and work plans. The 
water sector is not, at present, one of those sectors specifically identified by 
Scottish Enterprise or Highlands and Islands Enterprise, and there is no Scottish 
Enterprise Industry Leadership Group responsible for developing and delivering a 
forward looking industry strategy and advising the public sector. SCDI 
understands that the Hydro Nation Forum will not be part of this structure. It will 
be important that, in overall terms, these existing budgets are sufficient to 
continue to support the Government Economic Strategy and all the sectoral 
strategies, while allowing for realignment around the Hydro Nation agenda; and 
that the decision that the expert input to shape the delivery of the programme will 
not be part of the existing Industry Leadership Group structure does not result in 
a lower priority for it in the budgets and work plans of the enterprise networks.  
 

Do you have any comments on the requirement for Scottish Ministers to report to 
the Scottish Parliament on these activities every three years? Is this sufficient to 
ensure that Scottish Ministers will be held accountable for meeting the duty 
placed upon them to ensure the development of Scotland’s water resources?  

 
9. SCDI would imagine that, in addition to this formal requirement for a report every 

three years, the Committee and the wider Parliament will also take advantage of 
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opportunities to ask about progress with the Hydro Nation agenda and its targets 
as part of their rolling scrutiny of the Scottish Government’s policy and funding. 

 
In your view is the new licensing regime necessary and will it offer the desired 
benefit of ensuring that the value of the water resources of Scotland are 
maximised for the people of Scotland?  

  
10. In SCDI’s Blueprint for the Scottish economy, we highlighted that Scotland could, 

in the future, attract industries based on the availability of low carbon water 
supply. It is clear that businesses are beginning to consider the long-term impact 
of climate change for their operations and the implications for their locations. We 
welcome the incorporation of this idea into the Hydro Nation agenda and the 
Scottish Government’s plan to establish the size of the opportunity and prioritise 
promotion of this to potential investors. There has also been increasing interest in 
moving water from water-rich to water-starved areas. Over the long-term, the 
incremental development of a national water grid in the UK may become a 
realistic proposition and one that could attract investment from those who would 
value the secure financial returns. If climate change has very severe impacts in 
drier areas of southern Europe, it may even become economic to ship large 
supplies of water from Scotland to cities and regions at times of serious drought.  

 
11. With this long-term opportunity for sustainable economic development in mind, 

SCDI agrees that there is a case for a new licensing regime. However, SCDI 
believes that further information is required from the Scottish Government on its 
policy intentions and on the likely impact, particularly on existing key industries. 
The financial memorandum identifies the growth of the distilling industry as likely 
to drive applications for new or increased abstractions in the short-term, but it is 
unclear whether the new licensing regime is being proposed at this stage 
specifically in view of these investments and what effect it may have on them.  

 
Is the threshold set in the Bill for defining large scale abstractions of greater than 
10 megalitres of water per day appropriate?  
 

12. SCDI is not aware of why it is proposed to set this threshold. It may be more 
appropriate to define large scale use of water based on consumption rather than 
abstraction. Abstracted water may be returned to the environment unharmed. 
 

Is the list of possible purposes by which a large scale abstraction may be exempt 
from requiring Ministerial approval, such as where an abstraction is carried out 
for the purpose of generating electricity by hydro-power, appropriate? 
 

13. SCDI is not clear what criteria have been used for the exemptions. It considers 
that each of the activities proposed for exemptions can be justified based on their 
existing large scale abstraction and their importance to the Scottish economy, but 
that this would also apply to the Scotch whisky industry. Given that the 
investment plans of the industry very obviously support the maximisation of the 
value of the water resources of Scotland for the Scottish people and the fact that 
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two-thirds of the water it abstracts is returned to the environment unharmed, 
SCDI believes that there is a strong case for an exemption for the industry.  

 
What are your views on Scottish Water being given specific powers to develop its 
assets and support the generation of renewable energy? 
 

14. The water industry is the largest single energy user in Scotland and has a higher 
carbon intensity of wastewater treatment than in England. Scotland’s topography 
and population density, particularly the number of rural and remote communities, 
mean that its water and wastewater infrastructure are more energy intensive, but 
also that Scottish Water has greater opportunities to develop renewable energy 
generation and raise revenues by taking advantage of UK Government 
incentives.  The potential to create innovative solutions in rural and remote areas 
could benefit these communities and be exported to similar locations globally.  

 
15. SCDI strongly supports the Scottish Government’s view that Scottish Water’s 

assets base can be used to generate significantly higher renewable electricity. 
SCDI welcomes the progress that Scottish Water has already made in this area 
and any clarity and certainty which it considers necessary to develop its capacity. 
It has been concerned that sources of finance to expand commercial activities by 
Scottish Water have not yet been clearly identified by the Scottish Government.  
 

16. Scottish Water will only be able to maximise its potential for renewable energy 
and revenue generation over a long period. SCDI believes that it will need to 
continue to work with renewable energy developers, accepting an appropriate 
degree of shared risks and shared benefits. While clarity and certainty over its 
powers to operate beyond its core functions may be helpful, developments may 
be hamstrung by the years which projects can languish in the planning system 
and the regulatory framework, for example around anaerobic digestion, and 
these need to be addressed if Scottish Water is to be able to pick up the pace. 
 

17. Innovative, community-based solutions to water and wastewater infrastructure in 
rural and remote areas - which potentially could involve renewable energy 
generation - is one niche in which Scottish Water and Scottish business could 
develop a competitive advantage. It will therefore be important to join-up the 
renewable energy and international dimensions of the Hydro Nation agenda and 
that, where appropriate, Scottish Water seeks to stimulate and utilise innovative 
Scottish renewable energy technologies for which there may be export markets.  

 
Are you content that the definition of core powers will provide sufficient 
safeguards for core water and sewerage functions against risks incurred by 
Scottish Water in pursuing non-core functions?  
 

18. Scottish Water’s performance in water services and infrastructure investment has 
been outstanding. SCDI would be seriously concerned if Scottish Water lost 
focus on the outcomes generally sought by its customers for its core water and 
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sewerage functions, especially competitive prices, value for money, and quality 
supply and service. SCDI is content that the Bill provides sufficient safeguards.  
 

Are the new duties to be placed on landlords appropriate and do they raise any 
concerns? 
 

19. The proposal to clarify responsibilities of what happens when a customer moves 
into a property will support efficient operation of the non-domestic retail market.  

 
Are the proposals to create new water shortage and emergency water shortage 
orders proportionate and will they have the desired effect of dealing with 
temporary water shortages? 

 
20. These proposals appear to be proportionate, but they would need to be 

introduced in a way which was sensitive to the particular requirements of industry 
sectors for water, whether for their products or to comply with specific regulatory 
regimes, such as hygiene, and allowed them time to find alternative sources. 
SCDI would support the suggestion that there should be planning exercises.  
 

Do you have any comments on the estimated costs associated with the Bill? 
 

21. SCDI welcomes the funding which the Scottish Government is allocating to 
support the Hydro Nation agenda through the creation of the new Centre of 
Expertise and the Climate Change Justice Fund. SCDI considers that, depending 
on the outcome of the feasibility study into water technology innovation facilities - 
including whether this should be one centre or a hub-and-spoke structure - it may 
become necessary to increase the funding for this project as it is widely-regarded 
as an early priority and a key to the sustainable economic development potential 
of the agenda. It takes time to bring technologies to market and investment in 
these facilities would need sustained funding over at least a 5-10 year period.  
 

22. The Scottish Government should provide more information in a Business 
Regulatory Impact Assessment on its estimates of potential costs for businesses. 
It is important that the costs of the new consents and regulations are minimised.  

 
 
 
 
 
 
 
 


