Fund for Supporting the Growth of the Adjacent
Offshore Wind Supply Chain in Hampton Roads
Fund Development Background
Request: Create a $25M fund to be used by Hampton Roads companies to participate in the offshore wind
(OSW) supply chain, driving economic growth and employment for the region. The fund will be used by
approved companies to offset some of the costs to develop goods and services to strengthen the ability of the
Hampton Roads supply chain to meet the identified needs of major OSW companies. The fund will be used for
worker training/certification, new product development or repositioning, equipment upgrades and
implementing new operational processes to support OSW. Funding will enable Hampton Roads companies to
improve their competitiveness or enhance their capability to achieve a step-change in their growth in the OSW
sector.
Situation: The Hampton Roads Alliance commissioned a study of its existing OSW supply chain to determine its
readiness to support (A) the CVOW project and (B) the growing offshore industry in the eastern US. The study
looked at (1) the major competencies needed in the design, construction and support of an offshore wind farm
and (2) the number of companies in Hampton Roads who self-identified (through their inclusion in the Hampton
Roads Supply Chain Directory) as being able to support the industry. The companies in the Directory were
aligned with offshore competencies. The results are detailed in the chart below
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The chart identifies that while strong potential exists in several supply areas (ports and logistics services and
wind farm operations) there are several areas critical to wind farm development that need additional
development.
The study then evaluated companies in the Hampton Roads area in adjacent industries to determine if they
were considering OSW and what would be required for them to commit to the industry. This was done through
an electronic survey distributed by key stakeholder groups in the region to their members. With a broader base
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of companies now identified, the study was able to further demonstrate the positive impact of adjacent
companies to overall supply chain strengths. This provided a clearer picture of the supply chain and the
potential to support the OSW industry. The results detailed in the chart below show the Hampton Roads area
has a robust supply chain when adjacent industries were added to the existing companies in the Hampton
Roads Supply Chain Directory.
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Fund Development Rationale
Rationale: Through interviews with Developers and OEM/Tier 1s it is evident that the qualification process
required by the OSW industry for companies seeking to enter can be arduous. Not only is the process
expensive, but it is time consuming and can stretch across multiple years. Coupled with that, SMEs especially
find that the duration between the investments they make to enter the industry and the time they start receiving
revenue can be unacceptable and are outside of the standard business practices of the US. Many companies
feel entering into this process is likely to result in bankruptcy, especially given the lack of experience and
familiarity inherent in a developing industry such as this.
Strategic Actions to Support Fund Development:



Identify specific adjacent industry companies (or provide pathway for self-identification) that have a
high likelihood of success and whose products/services are needed in the OSW supply chain.



Determine specific permissible uses for funding (E.g. grants to cover revenue gaps during qualification,
equipment upgrades/retrofits, raw material, outside/on-the-job training, etc.)



Establish a fund that will assist companies in making the transition to OSW. Set minimum and maximum
funding levels and specific criteria for applying for the fund.



Develop communication program to build awareness of funding program.



Appoint appropriate personnel to moderate, facilitate, and provide central oversight of fund.



Compile information detailing OEM/Tier 1 requirements including cost, qualification processes,
certification, and hiring criteria, as well as with project timelines estimates.
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Determine application process and evaluation criteria for fund award.



Provide market entry consulting services to ensure efficient use of funds and maximize opportunity for
successful integration in the OSW supply chain.



Provide a framework to evaluate success by the tracking of contract engagements and the increase in
FTEs resulting from the fund.



Coordinate efforts of fund with workforce development strategies to ensure the training of a workforce
will lead (where applicable) into companies involved in the fund.

Process: As stated above, a committee to review, process, respond and track applications will need to be
established. The committee should include representatives from those agencies/state groups most invested in
the success of the program. The application process should be detailed, allowing only companies with high
potential for success be awarded funding, thus reducing risk associated with funding. It is recommended that
the process be revolving, allowing companies to enter as the industry develops and the needs for specific supply
chain support develops.
Suggestions for application content:



A comprehensive business plan detailing the companies plan for OSW.



Detailed description of use of funds and expected impact (X machine @ $20,000, 3 employees
@$50,000, etc. with the potential of $ of market capture).



Timing of funding needs and funding milestones.



Financial stability of company.



Other criteria as determined by committee.

Reporting: Reporting on the impact of funding should occur at regular intervals, perhaps quarterly. Reporting
will help the company stay on track and allow for the committee to intervene, if needed, to support
development. As changes in strategy and implementation are inevitable, these can be dealt with in a timely
manner. As projects end, it is essential that success is measured to report on the effectiveness of the program.
Suggestions for reporting content



New revenue as a result of program.



Contracts awarded.



RFQs/RFPs responded to.



Employees hired.



Training certificates issued.



Product/service development schedules.



Others to be determined.
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Outcome: This fund would be instrumental in providing the support smaller companies need to obtain
necessary qualifications, finance product development, employee development, and service offerings which
otherwise would not lead to revenue for several years and would preclude their engagement with the OSW
industry. This fund alleviates some of the risk inherent in transitioning into the industry, lowers barriers to entry
and would ensure that adjacent industry companies that otherwise would be entering the OSW industry at their
peril are supported and provided guidance throughout this process. By assisting local companies in entering the
industry, OSW expertise is grown in Hampton Roads making it more attractive to OEM/Tier 1 companies that are
looking to establish themselves on the eastern seaboard and leading to long-term OSW project support in the
region.

Fund Development Sizing
Rationale: There are several strategies that need to be defined to determine grant minimum and maximum,
frequency of grants (can a company reapply for additional funds) and coexistence with existing programs. It is
important to determine if funds can be used in combination with other incentives. The grants need to produce
meaningful results while being spread over a wide audience to fill the gaps that exist in the Hampton Roads
supply chain. Both timing and company size are considered in the information below to ensure the grant
program can provide support as the industry matures and the need for local supply chain support grows.
These initial estimates are based upon pervious experience in the UK as well as state funded programs researched.
The recommendations are not based upon research within Hampton Roads.
We also have found that the administrative costs for supporting a grant are 3% of the fund ($750,000 for a
$25,000,000 fund).
Grants should be targeted for (sample):



Training of workers for certifications needed in OSW jobs



GWO training and certification for work offshore



Manufacturing certification (ISO)



New hire training period wages



Product developments costs to bring solutions to OSW



Project prototyping



Equipment needed to produce products/solutions in support of OSW

Grants should not be used for (sample):



Facility construction (there are other funding sources)



Market research and industry consulting



Investment in non-OSW products and services (other funding sources)
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Grant Usage (Year 1)

Size of Grant
(avg.)

Number of Grants

Total Outlay

Workforce
readied

GWO Training

$20,000

25

$500,000

125

Trade Training

$30,000

50

$1,500,000

250

Manufacturing
Certifications

$6,500*

20

$130,000

--

New Hire wage
supplement

$25,000

20

$500,000

100

Product
Prototyping/Development

$50,000

15

$650,000

---

New Equipment

$150,000

10

$1,500,000

---

140

$4,780,000

475

Total
*ISO 90001 cost

In evaluating the size of grants, it is recommended that the minimum be $20,000 with a maximum of $250,000.
This range will allow for companies of various sizes to receive meaningful support as they move to OSW. We
also recommend that the grant program take place for up to five years to ensure companies can be brought
into the industry as it matures with new project approvals. There will always be special cases where less or more
money may be required, but the impact is dramatic. ISO 9001 certification is an example.
The rationale for the range is as follows:



Basic GWO training is ~$3,500-$4,000/person



Trades training has a wide range of $2,000-$10,000/person depending on level required and where
training will take place (we used $6,000 as benchmark to lean towards skilled trades)



ISO 90001 certifications(s) cost roughly $6,500 and can take up to six months



New hire support is based upon a 12-week probationary period @$5,000/employee in corporate
support



New equipment costs are hard to determine, but all will require training, installation and support which
in many cases can represent a significant proportion of the actual project cost. For the purpose of this
document, we will use, $50,000, $100,000, $150,000 and $250,000 as costs for machinery.

Process: To get a more accurate breakdown, there needs to be scoping exercise in the region. Conduct
research in Hampton Roads area with identified adjacent companies as detailed in our report to determine size
of grant needed and direct impact upon supply chain growth. The sample results from this work can be used to
more accurately predict grant size and number of participants.
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