
 

Written evidence submitted by Agri Energy 
 

 
1. Introduction to Agri Energy 
 
1.1 Agri Energy is one of the UK’s largest distributors of fresh cooking oil to the catering industry and 
is the largest collector of waste cooking oil, collecting from over 60,000 catering establishments in 
the UK. Agri Energy collects Used Cooking Oil (UCO) from food manufacturers and the retail and 
catering sectors, preventing it from being dumped illegally, and turns it into biodiesel for use as a 
renewable transport fuel. It has twelve depots across the UK, three bio-refineries capable of 
processing UCO into renewable bioliquid or biodiesel, and employs 350 people across the country.   
 
1.2 Agri Energy has, in conjunction with its partners, been able to deliver a ‘closed loop’ of 
sustainability which sees us deliver fresh cooking oil to our clients’ premises, then collect the waste oil 
and turn it into sustainable biodiesel which is then used to fuel captive fleets.  One project in 
particular has seen a reduction of 9,429 tonnes of CO2 emissions per annum, as well as a saving of 
5,000 road journeys through reverse logistics solutions.  It has necessitated investment of £4.5m and 
the creation of 40 full time jobs, and is exactly the sort of innovation that will be necessary if the 
Government is to meet its challenging targets for emissions reductions, renewable energy use and 
the creation of a green skills economy. 
 
1.3 Agri Energy also offers a rapidly expanding Food Waste collection service for its customers. Food 
waste is taken for composting or as a feedstock for Anaerobic Digestors. Agri Energy is in the process 
of establishing its first Anaerobic Digestion plant. 
 
1.4 Agri is fully supportive of the Government’s emphasis on the green economy and its commitment 
to ensuring that the renewables industry becomes an ever increasing part of the UK’s energy mix. 
 
2. Summary 
 
2.1 This paper sets out Agri’s submission to the Environmental Audit Select Committee’s inquiry into 
how the Government can remove the barriers preventing the transition to a green economy and 
create the conditions necessary for investment in low carbon skills and jobs in the renewable energy 
sector to flourish.  It is comprised of four sections and makes recommendations on how the tax and 
regulatory regimes in each of the following areas can be reformed to encourage greater take up and 
investment of renewable energy:- 
 

• The 20p fuel duty differential for sustainable biodiesel 
• The 2,500 litre fuel duty derogation for biodiesel producers 
• Bioliquids and the Renewable Heat Incentive 
• Anaerobic Digestion 

 
2.2 Our submission to the inquiry makes the following policy recommendations:- 
 

• The 20p fuel duty differential for biodiesel made from UCO should be extended beyond April 
2012 to compensate for the inherent flaws in the Renewable Transport Fuels Obligation, and 
to ensure that the sustainable biodiesel industry retains a competitive price advantage against 
fossil fuels. 



 

• The 2,500 litre fuel duty derogation for biodiesel producers should be abolished as it has 
driven the creation of a large black market biodiesel industry and led to increased theft of raw 
materials.  It also undermines investment and job creation by legitimate sustainable biodiesel 
producers by subjecting them to unfair competition. 

• The 0.5 ROC uplift for bioliquids in Combined Heat and Power should be abolished in favour 
of eligibility for the Renewable Heat Incentive.  There also needs to be a greater appreciation 
within the Department for Energy and Climate Change (DECC) of the benefits of sustainable 
biofuels over those made from less desirable feedstocks. 

• A ban on food waste to landfill, with a two year grace period to allow the supply infrastructure 
to be put into place, would ensure that more waste is effectively diverted into Anaerobic 
Digestion.  

 
3. The 20p fuel duty differential for sustainable biodiesel 
 
3.1 Biodiesel made from UCO is acknowledged to be one of the most sustainable transport fuels.  As 
a waste product, UCO avoids the negative indirect land use impacts traditionally associated with 
biofuels and is one of the only truly sustainable feedstocks that can help meet the Government’s 
objective to increase the proportion of transport fuel made from renewable sources. 
 
3.2 Figures from the Renewable Fuels Agency based on a life-cycle analysis suggest UCO can deliver 
emission reductions savings of 84%.  Our own measurements using ISO 14064 show savings of at 
least 95% for biofuel production when the required heat and power is provided by CHP run on a 
bioliquid.  This is higher than any other biofuel feedstock.  Agri is proud of this achievement and 
acknowledges that it has only been made possible by the variety of support mechanisms offered by 
government. 
 
3.3 Biodiesel produced from UCO currently enjoys a 20p per litre fuel duty differential compared to 
regular diesel.  This has been largely successful in promoting the use of waste derived bioliquids in 
transport fuel and ensuring that waste oil is not illegally poured down the drain.  By creating stability 
and market certainty it has given investors the confidence to plan new projects, and the clear cost 
benefit has encouraged many large companies to switch their captive fleets to biodiesel.  It has also 
helped drive waste collection and renewable energy creation, allowing businesses to research new 
conversion techniques and train employees in the green skills that will be required for future 
innovation. 
 
3.4 However, this good work is in danger because of uncertainty over the future of the 20p duty 
differential.  The differential is due to expire in April 2012.  The Government has said it hopes double 
certificates under the Renewable Transport Fuels Obligation (RTFO) will become the main support 
mechanism for the sustainable biodiesel industry after the differential is abolished.  However, the 
RTFO is a poor substitute for the duty differential.  It is overly complex and bureaucratic, and is an 
expensive system to run.  It is complicated to understand and requires significant time on the part of 
businesses to calculate estimated cash flows.  Certificate prices are prone to significant fluctuations, 
making long-term planning and revenue forecasting extremely difficult, and this problem is likely to 
be exacerbated once UCO biodiesel becomes eligible for double certificates as the potential spread 
of incentive will increase from 20p-50p to 0p-60p. 
 
3.5 As the European Commission is undertaking work on possible further legislation regarding the 
sustainability of biofuels and the RTFO is to be reviewed again in 2014, the regulatory environment 



 

for investors remains highly uncertain.  This is acting as a barrier to investment and a disincentive to 
take advantage of the opportunities offered by the renewables sector. 
 
3.6 There is a real danger that, when the differential is abolished in April 2012, biodiesel from UCO 
will suddenly become 20p per litre more expensive.  Many captive fleets will simply find it cheaper to 
switch back to mineral diesel, negating all the work that has been done in promoting an increase in 
renewable transport fuel and potentially causing many biodiesel producers to go out of business. 
 
3.7 As a solution, Agri would propose an extension of the 20p fuel duty differential for biodiesel 
produced from UCO until the Government becomes clearer about how it wishes to incentivise 
sustainable and renewable road transport fuel beyond 2014.  Agri has set out a number of options to 
the Treasury and Department for Transport (DfT) on how this could be accomplished while still 
meeting the requirement to double count waste derived transport fuels under the Renewable Energy 
Directive. 
 
4. The 2,500 litre fuel duty derogation for biodiesel producers 
 
4.1 In 2007 the Chancellor announced that motorists who refine or use less than 2,500 litres of 
biodiesel per year to run their cars would be exempt from paying fuel duty. This was in response to 
unflattering news stories of police officers and tax inspectors staking out supermarkets and sniffing 
exhaust fumes to identify drivers that were buying cheap cooking oil and pouring it straight into their 
tanks without paying any duty. 
 
4.2 However, this duty derogation has created a lucrative underground industry with black market 
producers selling their product illegally and ignoring the 2,500 litre limit.  Moreover, the proliferation 
of unregulated biodiesel, which contains dangerous combustible elements and by-products, can pose 
a serious health and safety threat to those involved as well as to the environment unless it is 
produced as part of a strictly controlled and monitored process.  The fuel duty exemption for those 
who produce less than 2,500 litres of biodiesel per year has also led to a spate of thefts of UCO from 
catering establishments.  Agri estimates that 25% of all UCO is stolen, equalling 30 million litres of 
biodiesel with no duty paid. 
 
4.3 Black market biodiesel is a profitable business.  A small processor can be bought for as little as 
£995, or leased for £7 a week. It costs about 20p a litre to turn vegetable oil into biodiesel if you cut 
corners, use inferior elements and do not follow stringent regulations and processing methods.  If a 
producer steals the UCO, it costs nothing to get the raw material, nor is VAT paid at 20%.  Diesel 
currently costs about £1.32 per litre at the pump.  The cost to produce sustainable and professional 
biodiesel from UCO is around £1.24 per litre, but producing black market biodiesel with stolen 
materials can cost just 20p a litre.  It also creates unfair competition for legitimate biodiesel 
manufacturers, who adhere to strict standards for health and safety and fuel quality. 
 
4.4 As a solution, Agri would recommend the abolition of the fuel duty derogation for those who 
refine less than 2,500 litres of biodiesel per year.  Legitimate producers who meet environmental 
standards would still benefit from the 20p per litre fuel duty differential, should the Government 
decide to retain it, while black market producers would no longer fly under HMRC’s radar and be able 
to undermine the sustainable biodiesel industry with poor quality fuel sold via the black market. 
 
 
 



 

5. Bioliquids and the Renewable Heat Incentive 
 
5.1 One of the biggest problems is that current renewable energy policy sometimes fails to 
distinguish between “good” bioliquids, such as those produced from residues and waste like UCO, 
and “bad” bioliquid, such as those produced from virgin crops like palm oil.  Bioliquids currently 
remain excluded from grandfathered support under the Renewables Obligation, excluded from the 
forthcoming Renewable Heat Incentive except in small scale domestic boilers, and excluded from 
Feed-in-Tariffs, largely because of concerns that incentivising waste derived bioliquids may in some 
way lend support for non-sustainable bioliquids.  We have found that the DECC will tell us that 
sustainable biofuels are best directed into transport, while at the same time the Department for 
Transport will suggest that such fuel is best used in heat and power. 
 
5.2 Bioliquids currently receive an uplift of 0.5 ROCs through the Renewables Obligation when used 
in CHP and when 25% of the available heat is captured.  However, this is due to be phased out once 
the Renewable Heat Incentive comes into being.  As all bioliquids, regardless of sustainability, are to 
be excluded from the RHI, producers will again be placed at a competitive disadvantage. 
 
5.3 We would propose that the benefits of waste derived bioliquids in producing renewable heat, 
particularly through CHP, should be recognised, and that the 0.5 ROC uplift should be abolished in 
exchange for the inclusion of waste derived bioliquids within the RHI.  Any reward for waste derived 
bioliquids in the RHI should be granted in proportion of available heat which is successfully captured. 
 
6. Anaerobic Digestion 
 
6.1 Agri supports the Government’s pledge to seek a massive increase in renewable energy 
generated from Anaerobic Digestion, and welcomes the broad range of incentives available to 
generators.  However, the success of this will depend on the reliability of the food waste supply chain.  
The current system to promote the collection of food waste and convert it into renewable energy is 
not working for the catering sector, which is estimated to produce 5 million metric tonnes, or 25% of 
the UK’s food waste.  This is because the cost of smaller multi-site collections is more expensive than 
bulk collection from manufacturing sites, and because there are not sufficient disincentives to using 
landfill. 
 
6.2 There are a number of ways that food waste could be more effectively diverted into Anaerobic 
Digestion.  These include increasing the landfill tax faster than the current scheduled increases, 
banning food waste in commercial businesses, and giving more ROCs for food waste when used in 
Anaerobic Digestion.  From a political perspective, we understand that it may be more desirable to 
avoid tax increases and so a more attractive option would be an outright ban on food waste from 
commercial businesses being sent to landfill.  While this could be considered a bold move, with the 
right transition period of around two years we believe the industry would be able to respond to 
handle such a situation, and this would provide an incentive for them to take advantage of the most 
efficient collection and disposal technologies. 
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Written evidence submitted by BSW Timber Ltd 
 
 
Executive Summary 
 

• BSW Timber is the UK’s largest sawmilling group. 
• The sawmill sector has a responsible attitude to sustainability of supply, and is a 

valuable component of the green economy. 
• The sawmill sector is being undermined by the Government’s policy of subsidising 

the energy sector to burn woody-biomass for renewable energy. 
• In progressing towards a greener economy, the Government must take measures to 

ensure that existing green industries are not displaced or undermined. 
 
BSW Timber 
 
1) BSW Timber supplies sawn timber products to customers in the construction, pallet 
and packaging, fencing, garden, and DIY sectors. The group has an annual production 
capacity of over 1,000,000m3 of sawn timber. Annual turnover is in excess of £163 
million. 
 
2) BSW Timber brings considerable environmental, economic and social benefits to the 
communities it operates in, and the UK as a whole. The company directly employs 
800 people: indirect employment in timber harvesting and haulage accounts for 
another 2,500 jobs. 
 
3) The BSW group operates six mills across the UK: in Scotland, England and Wales; and 
one mill in Latvia. The group processes around 15% of the UK timber harvest 
annually. The business is currently implementing a five year capital investment 
programme, worth £52m, to modernise the mills. 
 
4) The transition to a green economy should not be undertaken at the expense of 
existing industries which already make a positive contribution. The green economy 
should build upon the good work which many companies, including BSW Timber, 
have already begun. 
 
The sawmill sector as a model for businesses in the green economy 
 
5) BSW Timber is a long-term buyer of sawlogs from the Forestry Commission, and has 
invested in FC forests in the Lake District, the Yorkshire Moors, the Forest of Dean, 
and across South and West England. The company annually spends over £20m 
directly with the Forestry Commission, and a further £5m through third party 
harvesting companies. 
 
6) The Forestry Commission manages the public forest estate to UK Woodland 
Assurance Standards (UKWAS)1. Through this Standard BSW has a chain of custody 
accreditation to supply the market with timber certified as sustainably sourced. 
 
7) BSW Timber is a major producer of sustainable and low-carbon building materials. 
Wood is the least carbon intensive building material; every cubic metre of wood that 
is used in place of alternative materials saves between 0.7 and 1.1 tonnes of carbon 
dioxide2. By using a timber frame, it is possible to reduce the carbon footprint of a 

                                                      
1 The Standard is independently accredited by the Forest Stewardship Council (FSC) and (PEFC) Programme 
for the Endorsement of Forest Certification 



typical 3 bedroom house by approximately 3 tonnes3. 4.2 tonnes of CO2 can be saved 
per 50 square metre of wall element, by substituting timber frame and softwood 
weather boarding for brick and block. 13.85 tonnes of CO2 can be saved when 
softwood weatherboarding is substituted for PVCU weather boarding. Encouraging 
greater use of wood products, and substituting wood for other materials in 
construction, is an essential component of moving towards a green economy, by 
helping to reduce carbon emissions and support sustainable industries. 
 
8) Over 97% of the softwood used in UK construction is sourced from European 
countries with strong forest governance and stable forest estates, ensuring a 
renewable line of supply. A healthy market for wood products can encourage the 
expansion of sustainably managed woodlands and forestry, increasing the carbon 
sink effect and reducing CO2 emissions further. 
 
9) To maximise the carbon storage potential of wood, the lifespan of wood and wood 
products should be extended as far as possible, through good design and 
maintenance, re-use, and recycling. By turning wood into useable material, sawmill 
manufacturing performs a valuable carbon capture and storage function, sealing 
carbon in for the life-span of the product. In a modern green economy, wood should 
be utilised to its full potential before any energy-recovery procedure (such as burning 
for renewable energy) takes place. 
 
Threats to the sector from current green energy policy 
 
10) As a large consumer of UK-sourced wood, BSW is a key stakeholder in biomass-for-
energy policy. We rely on a sustainable supply of wood to enable continued capital 
investment and to maintain international competitiveness against timber imports. 
 
11) Demand for UK wood already outstrips supply. BSW Timber is deeply concerned 
about the Government’s subsidisation of industrial wood-burning for electricity. 
Large-scale biomass electricity generators threaten to divert wood supplies away 
from saw mills, leaving us unable to compete on price for an increasingly scarce 
resource. 
 
12) The Government’s policy of subsidising the energy sector to burn woody biomass for 
electricity –commonly in the form of virgin timber – is making it increasingly difficult 
for the sawmilling sector to compete fairly for its feedstock. A steady and sustainable 
supply of wood is vital to the sector. It is essential that subsidisation packages like the 
Renewables Obligation do not undermine existing industries which already play a 
significant role in the green economy. 
 
13) BSW Timber is not wholly opposed to using biomass for energy, and does appreciate 
the value of burning wood biomass for heat. The company has invested in biomass 
boilers to produce renewable heat. However, in a green economy, wood is only a 
suitable fuel for energy when it has reached the end of its useable life-span. 
 
Conclusion 
 
14) The sawmill sector is an essential component of the UK’s green economy. Its 
responsible attitude to sustainability of supply and efficiency of use embodies the 
principles of the green economy. The drive towards a greener economy must not see 
                                                                                                                                                                     
2 Edinburgh Centre for Carbon Management 
3 http://www.woodforgood.com/the_facts.html 
 

http://www.woodforgood.com/the_facts.html


existing industries which already make a positive contribution, such as the sawmill 
sector, being displaced. Instead, those sectors should be valued and supported, for 
implementing the kind of green principles that other industries should adopt. 
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Written evidence submitted by INCPEN, The Industry Council for Packaging and the 
Environment 

 

Background 

INCPEN was established in 1974 to study the environmental and social impacts of packaging.  It 
conducts scientific and social research into related issues.  Recent research includes:  

• Table for One – the energy cost to feed one person 
• Why products are packaged the way they are 
• Driving Sustainability: a survey of INCPEN members 

http://www.incpen.org/pages/pv.asp?p=ipen10 

Summary:  

1. INCPEN’s members1, who represent a large proportion of the UK’s major manufacturers and 
producers, including food and drink, entirely endorse the need to move towards a green 
economy.  In fact INCPEN members already make considerable but largely unrecognised 
contributions to such an economy and have been actively working towards it for a number 
of years, as evidenced by their annual reports and by the case studies set out in the 
Transition to a Green Economy documents, as well as by WRAP’s findings on achievements 
via the Courtauld Commitment. 
 

2. INCPEN welcomes the Committee’s balanced focus on economic, social and environmental 
outcomes. We are often concerned that taking a narrower focus (on just environmental 
aspects for example) results in unintended consequences and poorer outcomes. 
 

3. In the same vein, taking a narrow focus on packaging, rather than a broad view of the need 
to get goods through the supply chain in the most resource efficient way, is unlikely to 
deliver the best solutions.  Packaging cannot be seen in isolation from the product it 
protects, and the transport and distribution systems that depend on it. 
 

4. The term ‘environmentally friendly packaging’2 is misleading: no packaging of whatever 
material is, per se, better than another.   The packaging must be individually chosen to 
match the specific needs of the product, the supply chain and the consumer, while taking 
into account resource efficiency and cost. 
 

5. For that reason, if we are to achieve the Green Economy, policies must not be prescriptive.  
Policy measures which limit industry’s ability to innovate, and to adapt to changing markets, 
could present barriers to a green economy. Similarly, policy measures which hamper 

                                                            
1 Amcor Flexibles, ASDA, Ball Packaging Europe, Boots, Britvic Soft Drinks, Cadbury, Coca‐Cola, Colgate‐ 
Palmolive, Consol Glass,  CROWN Europe, DS Smith, Diageo, Dow, Duracell, Elizabeth Arden, Gillette, Green & 
Black’s, Kellogg’s, L’Oréal, LINPAC Group, Marks and Spencer, Molson Coors, Nestlé UK, Procter & Gamble, Red 
Bull, Rexam, RPC,  Sainsburys, TATA, Tesco, Trebor Bassett, UFLEX, Unilever, Warburtons 
2 page 6, col 2 final para Enabling theTransition to a Green Economy: The Transition for the Food and Drink 
Industry 

http://www.incpen.org/pages/pv.asp?p=ipen10


industry’s ability to be competitive will harm the UK economy. 
 

6. The report3 rightly notes that ‘local’ food is not necessarily more sustainable than that 
produced at a distance.  Such information is not provided to consumers at present, and 
INCPEN believes the Committee will offer a valuable service by publicising such ‐ perhaps 
counter‐intuitive – truths. 
 

7. In order to achieve a Green Economy, INCPEN believes it is important to offer scientifically 
sound information to the general public, and not simply to reiterate simplistic catch phrases 
which, while getting attention, do not actually enable people to understand the issues or to 
take action to improve their own environmental impact.  
 

18 August 2011 
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Written evidence submitted by Carbon Tracker Initiative 

Summary 

• The UK is a global financial centre, especially for natural resources companies 
• The fossil fuel reserves owned by listed companies globally exceeds the global carbon 

budget to 2050 
• The carbon dioxide potential of coal, oil and gas reserves listed in London (105 GtCO2) is 

equivalent to ten times the UK carbon budget to 2050 (10 GtCO2) 
• The short‐termism of incentives and benchmarks applied in the investment industry 

perpetuates investment in the fossil fuel industry, locking it into a high carbon portfolio 
• The UK market in particular is exposed to systemic risk from a carbon bubble, which is based 

on the assumption there is no limit to how much carbon can be emitted 
• UK Pension Funds have a large proportion of assets tracking the markets (passively and 

actively managed), exposing them to these risks 
• Asset owners are not actively challenging the business model of companies they hold share 

in which approves $billions of investment in finding more reserves each year. 
• Financial regulators need to tackle the short‐termism and failure to address systemic risks 

which result in the capital allocation process perpetuating a fossil‐fuel based economy. 
• The UK has significant exposure to this issue which provides the incentive for leading on 

international solutions to deliver a global green economy. 

This submission is made by James Leaton, Project Director of the Carbon Tracker Initiative ‐ a non‐
profit think‐tank working to align financial markets with climate change objectives. 

UK ECONOMY 

1. The UK is a global financial centre and the financial sector forms a significant part of the UK’s 
economy, (over 12% of GDP and employing over 1 million people). The footprint of the 
financial services provided in London is felt globally, with the city providing services to link 
capital to economic activities around the world. Indeed the impact of the finance delivered 
through London is far greater than the impact of domestic activities in economic, social and 
environmental terms.  

OUTCOME REQUIRED 

2. The UK has established some leadership in climate change through the adoption of carbon 
budgets under the Climate Change Act. However the financial services sector is not aligned 
with the emissions reduction trajectory outlined in UK regulation or required for the 
international objective to limit global warming to 2 degrees agreed in Copenhagen and 
Cancun Conferences of the Parties. The orientation of the financial markets towards a fossil‐
fuel based economy indicates that the framework is not in place to deliver the outcome 
required. 

BARRIERS TO THE TRANSITION TO A GREEN ECONOMY 

3. Our research has analysed the carbon dioxide emissions potential of the fossil fuel reserves 
owned by companies listed on the London Stock Exchange. This found that in February 2011, 



 

the largest coal, oil and gas extraction companies which raise capital through listing their 
shares in London have fossil fuel reserves which would release 105.5 GtCO2 if burnt 
unabated. London has one of the highest absolute levels of reserves of any stock exchange, 
with total listed reserves equivalent to 745 GtCO2.  

4. At a global level this compares to a remaining global carbon budget (as calculated by the 
Potsdam Climate Institute) of 565 GtCO2 for the 40 years to 2050 to limit the probability of 
exceeding 2 degrees of global warming to 20%. And total proven reserves (owned by 
governments, private companies and publicly listed companies) are equivalent to 2795 
GtCO2. This means that only around 20% of proven reserves can be burnt unabated over the 
next 40 years if we are to have a reasonable chance of staying below 2 degrees of warming. 

5. The full analysis behind these figures is available in the report ‘Unburnable Carbon – are the 
world’s capital markets carrying a carbon bubble?’ by Carbon Tracker which is provided as 
supplementary material. 

6. London has become a world centre for natural resources companies. 70 % of new share 
listings in London in the first half of 2011 were from companies in the extractives sector. As 
a result the UK’s financial sector is particularly exposed to commodity risk, and therefore 
carbon risk. Around one third of the market capitalisation of the FTSE 100 Index relates to 
oil, gas and mining companies. At present this is at risk of getting worse, with more 
extractives companies in the pipeline for new listings in London. 

7. To put the scale of the potential impact of London’s listed reserves in context, the 
105.5GtCO2 listed is 10 times the expected carbon budget for the UK over the next 40 years 
to reach its 2050 target. The UK’s domestic carbon budget to 2050 is 9.5 ‐ 10.5 GtCO2 – the 
figure is a range as the rate of reduction that will be achieved over the decades is not yet 
known.  

8. At present the market is not reflecting any significant climate change risk in terms of 
emission restrictions as it does not deal in the timescales required. This is a consequence of 
what Andy Haldane, Executive Director of Financial Stability at the Bank of England refers to 
as “market myopia”. This focus on short term rewards is a barrier to capital being switched 
to cleaner energy alternatives and energy efficiency opportunities.  

THE APPROACH REQUIRED TO DELIVER A GREEN ECONOMY 

9. The capital markets continue to be driven by short term investment approaches, which 
reward quarterly performance of companies and fund managers. Unless investors and 
regulators drive forward a more long term model, the status quo of using capital to find 
more and more fossil fuel reserves will be perpetuated. As long as investors can switch out 
of equities at any time, they will continue to invest in fossil fuels to reap short term rewards, 
at the expense of long‐term sustainability.  

10. This assumption that there is no limit to how much carbon can be burnt is creating a carbon 
bubble of the stock markets. It is akin to assuming that house prices would always keep 
rising. The markets have demonstrated that they are not good at regulating this kind of 
systemic risk during the financial crisis. Looking at individual companies it is not clear that 
together the companies have more reserves than we can afford to burn. It is only when 
someone adds it all up and takes a portfolio or market view that it becomes obvious that the 
numbers do not add up. 



 

11. The significance of the constituents of the UK indices such as the FTSE100 is that these are 
used as the benchmarks for fund manager performance and pension fund returns. Pension 
funds continue to allocate assets to passive funds which track the market. Even actively 
managed funds are tied into the benchmarks as there is no incentive to deviate significantly 
from the sector distribution of the market, as this increases the risk that those with fiduciary 
duties, (fund managers, pension fund trustees) will underperform the market. 72.6% of 
corporate pension funds in the UK used an index benchmark as the primary performance 
objective in 2009. This means that UK pensions are significantly exposed to the carbon 
bubble risk that the stock markets are building up. 

12. The government has recognised the importance of shifting capital to finance a low carbon 
economy through agreeing to establish a Green Investment Bank in some form. The 
government has also announced a Capital Markets Climate Initiative which aims to make 
London a hub for green finance. However these initiatives are currently dwarfed by the 
fossil‐fuel intensity of the London Stock Exchange. The Government needs to find practical 
ways to decouple the links between the investment banks bringing fossil fuel IPO's to the 
London Stock Exchange and the requirement of over two thirds of UK investors to 
automatically buy at the float, for index tracking reasons. Only then will investors looking to 
buy into energy, be incentivised to look further afield into non fossil fuel components of the 
energy mix on London’s capital markets.  

13. There is very limited discussion of the barriers that the financial markets currently contribute 
to delivering the government’s Roadmap to a Green Economy. Given how critical it is to 
redirect capital to deliver any part of the green roadmap, it is essential that this is addressed. 
We believe this is entirely consistent with the approach outlined for the roadmap, in terms 
of long‐term sustainable growth; using natural resources efficiently; and being more resilient 
by reducing reliance on fossil fuels. 

PRIORITIES FOR ACTION AND THE ROLES OF DIFFERENT ACTORS 

14. The government needs to recognise the market failure to align with climate change 
objectives and work internationally to create markets which can deliver reduced emissions. 
We believe this will require a more forward‐looking approach at how fossil fuel reserves are 
treated by accountants, investors, financial regulators and extractives companies. The 
assumptions behind valuing all reserves as assets when the total exceeds carbon emissions 
limits need to be challenged and addressed by regulation, reporting requirements and 
valuation models. The market is currently aligned to IEA growth predictions of traditional 
energy demand increasing, rather than low emissions scenarios. 

15. As part of its consideration of how asset owners should be more active and fulfil their 
fiduciary duty, the government should consider how the theoretical long‐term investment 
strategy of many funds can be translated into practice. For example, what would make 
shareholders question the business model of an oil corporation approving $25billion in 
capital expenditure each year to find more fossil fuel reserves, despite the fact that the 
world has more than enough to exceed its climate change objectives? 

16. To amend the current system will require the capital and debt raising systems to work 
together to create a more long term approach. This means all the players including asset 
owners, fund managers, analysts, brokers, investment banks, accountants, and companies 



 

need to be involved to create the solution rather than blaming other parts of the investment 
chain for their focus on short term results. 

17. This current situation of a carbon bubble sitting on the financial markets represents a test 
for regulators – how can they gradually release the bubble and tackle the systemic risk it 
poses? It is surely preferable to act now and prevent a crisis, rather than leaving it to 
explode later, despite the warnings that were given. This is an extension of the principle 
established by Lord Stern’s review of the Economics of Climate Change which calculated that 
it would be much less of an economic burden to act now, than to act later. 

INDICATOR OF A GREEN ECONOMY 

18. The level of fossil fuel reserves sitting on our stock exchange should become a key indicator 
of the direction our economy is headed. It would be misleading to suggest we have a green 
economy if we continue to be the leading centre for providing capital to finance fossil fuel 
extraction.  

CREATING A GLOBAL GREEN ECONOMY – 2012 RIO SUMMIT 

19. We believe this issue also needs to be explored in the context of international climate 
change negotiations. It should become transparent where the capital is coming from to 
finance the exploitation and combustion of fossil fuel reserves in countries we are seeking to 
persuade to agree emissions reductions targets. This should be debated at the green 
economy discussions at the Rio 2012 summit. 

RECOMMENDATIONS 

20. We would make the following recommendations for government action: 
• The UK listings authority requires companies to disclose their reserves and the potential 

carbon dioxide emissions that would result from unabated combustion of those reserves. 
• The financial regulator tracks the levels of fossil fuel reserves owned by companies listing on 

its exchange in order to assess the level of systemic risk. 
• The recently formed Financial Policy Committee and the Kay Review of UK Equity Markets 

look at the systemic risks, bubble effects, and short‐termism that this issue demonstrates 
and recommend measures to tackle them. 

• The UK leads an international process for all stock exchanges to take similar measures 
through the Financial Stability Board (G20), and international accountancy standards 
organisations (IASB/IFRS) and securities commissions associations (IOSCO). 

• The UK convenes a discussion at the Rio 2012 summit to consider this international issue 
and acknowledge the changes that are required. 

 
 
18 August 2011 



Written evidence submitted by Green House, the environmental thinktank 

 

Green House greatly welcomes the Environmental Audit Committee’s inquiry into the Green 
Economy.  This is our response. 

Summary 

• A ‘green economy’ is not a globalised market economy producing a slightly different 
range of products; a green economy would be an economy whose design was 
compatible with the primary constraint on human life: that we live within ecological 
limits. 

• The central change that a green economy requires is from considering the economy, 
environment and society as intersecting but separate to recognizing that the economy 
is located within society, which is in turn embedded within the environment. 

• A green approach to the economy would seek to move the target of our economy 
away from economic growth and towards flourishing, convivial human communities 
which do not threaten other species or the planet itself. In place of economic growth 
we should move towards a steady-state economy. 

• As demonstrated by the report Prosperity without Growth by the Sustainable 
Development Commission, we reject the idea that ‘business as usual’ can lead to a 
sustainable future. The sorts of increases in energy and materials efficiency required 
to ensure our current level of consumption at a sustainable rate of resource use are 
simply not feasible. 

• Permaculture principles are useful in guiding economic developments: for example, 
we will have more examples of closed-loop economics, where the consequences of 
our economic decisions impinge on us directly rather than being exported to other 
distant communities. 

• In a green economy businesses will need to learn from the ways of nature, hence the 
importance of closed-loop production systems and biomimicry. 

• A green economy is likely to be dominated by co-operative businesses, guided by 
humane and respectful principles and values, rather than corporations, legally 
constrained to maximize value for shareholders 

• A green economy would not rely on lengthy supply chains for the provision of basic 
goods and resources, but rather would be based around a system of self-reliant local 
economies. 

• A green economy is likely to focus more on livelihoods than simply on the labour-
market, and opportunities should be made available for citizens to meet their own 
needs, especially by opening up access to land. 

Background 

GH1. The Committee has listed a series of themes upon which they invite evidence.   Broadly 
speaking these are looking for medium term policies, say over 10 years, which will assist the 
development of a Green Economy.  That is an understandable, sensible and practical 
approach, but we note too that the Committee has specifically not just sought views on these 
issues, but says that ‘more wide ranging responses are also welcome.’  This is largely a wide 
ranging response. 



GH2. When setting off on a journey, and even when negotiating the first few miles, the most 
important thing is the ultimate destination.  The ultimate destination in this case is the 
economy we want and will be part of in maybe fifty years time.  It is worth examining the 
dominant paradigm about the supposed nature of that economy, as exemplified by the Stern 
Review: 

• that globalisation and competition within free markets should and will continue 
and strengthen; 

• that economic growth in real GDP will continue at around 2% per annum, and that 
this growth should be the principal aim of economic policy; 

• that the UK can continue with a broad economic strategy of a dominant 
internationally focused financial sector, a large service sector, some high 
technology manufacturing and a small agricultural sector; 

• that the energy sector in particular will be transformed by the widespread 
introduction of renewable technologies and the wider use of nuclear power so that 
energy remains cheap and plentiful; 

• that we will find viable technological solutions to other environmental problems 
such as water supply, the effects of climate change, pollution, lack of space for 
housing and the threat of development to our wild places; 

• that the UK economy will and should continue to occupy a powerful position in 
the world economy through the skills of its workforce and the UK’s political and 
military power; 

• that the UK will continue to be able to import sufficient cheap food and animal 
feedstuffs so that combined with our own production our growing population can 
continue to eat as we do now; 

• that continuing growth and high employment levels will allow most poverty to be 
eliminated in the UK without restraining higher incomes and wealth levels; and  

• that continuing growth will allow a significant reduction in global poverty. 

GH3. Green House believes that all these propositions are wrong.  On the contrary we think 
the consequences of the financial and ecological crises we are living through will transform 
the UK economy over the next several decades into one which has the following 
characteristics: 

• the onward march of globalisation will have been challenged by rising fuel prices and 
the consequences of climate change; 

• the high cost and relatively limited availability of non-renewable energy and other 
finite material resources will have brought material growth in the economy to a halt, 
and with it growth in real money GDP; 

• the challenges to globalisation will mean that in the UK we will need a more self-
reliant economy, with more emphasis on primary and secondary sectors, and with a 
significant increase in the size of the agricultural and manufacturing sectors; 

• that the other environmental problems that have been over-shadowed in recent years 
by climate change and carbon dioxide limitation are not all susceptible to 
technological fixes, and will constrain our way of life, for example in terms of how 
many houses we can build and how much water we can use; 

• that agriculture and food growing generally will have become more significant to our 
national economy than at present, generating a significant increase in employment in 



farming, primarily organic farming, and leading to a greater number of people living 
in the countryside; 

• that the UK’s ability to take an excessive share of global resources will have been 
been reduced; 

• that the international pressures on our national economy will have raised serious 
questions about equality of incomes and wealth, and about the structure of the labour 
market, specifically about working hours. 

GH4. This may look like bad news but we believe the contrary: that it is perfectly possible for 
all to live the good life in a smaller, thriftier, more equal and sustainable economy. 

Discussion 

GH5. This year marks the centenary of the birth of E. F. Schumacher:  in the 36 years since 
he published Small is Beautiful we have seen an acceleration of species loss, rapidly rising 
carbon emissions, and the depletion of a range of essential resources. If the evidence of 
ecological damage were sufficient to change how the economy is structured, we would have 
expected to see a significant response on the part of policy-makers before now. We need to 
recognize that there are powerful interests that benefit from the existing structure of 
economic life, and that the question of establishing a green economy is one that is primarily 
about political economy rather than management. 

GH6. Over the past few years the issue of climate change has moved from a peripheral 
concern of scientists and environmentalists to being a central issue in global policy-making. 
This is but one of many indications that our economy is in fundamental conflict with our 
ecological systems; it was these indications that stimulated the development of a green 
approach to the economy. Greens have also been concerned about the way an economic 
system based on competition has led to widening inequalities between rich and poor on a 
global as well as a local scale, and the inevitable tension and conflict this inequality 
generates. This is intrinsically related to the inability of the economy to stay within ecological 
limits, and hence the two motivations for the development of a green economy are 
intertwined. 
 
GH7. Nicholas Stern famously identified climate change as the greatest ever example of 
market failure. Climate change is only one, although clearly the most serious one, of the 
many environmental crises we are facing. In the discourse of orthodoxy each of these is an 
independent example of ‘market failure’, the solution being merely to strengthen property 
rights and extend the reach of the market, as in proposing carbon trading as a solution to 
climate change. For a green economist, by contrast, the strict market ideology itself is the 
failure, and beneath and beneath that failure lies a deeper failing of our society to recognize 
and celebrate its place within a living, breathing planetary system. 
 
GH8. From the science of ecology we learn that we are all connected in a web of life: we 
cannot satisfy our own desire for resources without considering the consequences of what we 
are doing for the rest of our eco-system. We need to see a green economy as embedded 
within environmental systems and responding to them rather than seeking to dominate the 
natural world. Most importantly, our planet is a limited system and we must make the 
recognition of its limits the guiding principle of the creation of a green economy. 
 



GH9. This means that economic growth is only possible in the short term as part of a 
transition strategy to move us towards an economy that is in a steady state. The infrastructure 
of our current economy reflects the era of cheap fossil fuel energy: replacing this 
infrastructure with one that enables self-reliant economies will be the major source of growth 
over the period up to 2050. Beyond that date we should aim to stabilize the economy within 
our national resource limits. 
 
GH10. From the perspective of a green economist, the formal economy is embedded within a 
system of social and environmental structures: formal economic activity is only one aspect of 
economic activity. This contrasts sharply with the prevailing view of the predominance of 
markets as the ideal mechanism for the distribution of goods and resources. This is an 
extreme idealisation of the market economy and does not in fact represent how the market 
functions in western societies, where laws governing such matters as minimum wages and 
environmental health make it clear that the economy system is embedded in social systems. 

Specific Responses 

• The economic, social and environmental outcomes that a green economy should aim 
to deliver, and the appropriate tools and indicators to monitor progress towards such 
outcomes; 

GH11. We would suggest that the health of our ecosystem and of other species is a key 
outcome, which is inextricably linked to the well-being of global citizens. These should be 
the key outcomes that a green economy should seek to achieve. Appropriate indicators to 
measure this are already available and include: the efficiency of the planet’s carbon and 
nitrogen cycles; the health and diversity of animal and plant life. 

GH12. We would also propose that equality between people is a key outcome of a green 
economy, both within and between nations.  We would particularly encourage the Committee 
to take into account measures which ensure the well-being of future generations. 

GH13. Specifically, GDP is an inappropriate measure of a green economy, since it is focused 
on activity, whether positive or negative in terms of well-being; because it measures flows 
rather than stocks; because it takes no account of equity; and because its unit of measurement 
is in incidental monetary terms. Government should have regard in particular to measures of 
material flows through the economy, minimizing the throughput of non-renewable resources 
and substituting renewable for non-renewable resources wherever possible. 

• The nature of any barriers preventing the transition to a green economy;  

GH14. The principal barrier to the transition is insistence on using the market as the best 
guide to making decisions about how much and what to produce and do.  The government 
should be prepared to plan levels of crucial outputs, like renewable electricity, road usage, 
agricultural production and pollutants. 

GH15. The traditional focus on the labour market as the source of livelihoods and satisfaction 
is also a barrier, particularly the need to maintain full-time full employment policy. A policy 
of making assets, particularly land, more widely available would enable the shift towards 
self-provisioning and provisioning within families and communities. This could be matched 
by a phased decline in the length of the working week. 



GH16. Both ‘Green Economy Roadmap’ and the title of the energy report ‘Keeping the 
Lights On’ demonstrate the way that the debate remains trapped within the existing, self-
defeating model of how economic life should be organized and debated. This is a major 
barrier to a transition towards a green economy and as we embark on the transition we should 
all be encouraged to question hegemonic thought patterns. 

• The approach required to deliver a green economy, and the aspects of the current 
economic model that require development, eliminating and/or new approaches found. 
What tensions might there be between economic growth and the green economy? 
Would ‘greening’ the economy deliver the outcomes needed?; 

GH17. A green economy cannot have the achievement of growth as its central guiding 
principle. Excessive growth creates feedback systems that undermine the quality of life that 
we were seeking to enhance and is hence self-defeating. There may be some scope for growth 
that does not rely on increased use of energy or raw materials and transport, and has a neutral 
impact on waste production and pollution, and in building the infrastructure we need for a 
sustainable society, but even during the transition to a green economy we need to limit energy 
and materials use. 
 
GH18. The design principle for a green economy should be circular rather than linear. 
Renewable resources should not be used at a faster rate than they can be replaced, while non-
renewable resources should be recycled. Much progress has already been made in increasing 
energy efficiency and moving towards zero waste. These principles should be supported by 
increasingly stringent tax incentives. 
 
GH19. The economist Kenneth Boulding used the phrase ‘we cannot turn pots back into clay’ 
to explain how, once we have combined raw materials (e.g. clay) with highly-ordered energy 
sources (such as the wood, coal or electricity used to fire the kiln) to create a sophisticated 
product, we cannot simply reverse the process to recover natural resources that can be used as 
an input to a new production process. Any such recycling process will require (at the very 
least) the use of more highly-ordered energy, can only be partially efficient, and thus will in 
turn create more waste. From this we conclude that it is necessary to reduce our consumption 
rather than just recycling non-renewable resources. 
 
GH20. Because of the unfeasible nature of the increased efficiencies required (as 
demonstrated by the SDC’s Prosperity without Growth report) and the nature of rebound 
effects associated with technological improvements, we believe that the reliance on 
technological solutions, especially seeking to decouple economic growth and production 
from CO2 emissions, is an example of psychological denial. Structural change in the nature 
of our economic model, and major shifts in consumption patterns and the way we define ‘a 
good life’ are fundamental requirements of a green economy. 
 
GH21. We urgently need government to bring about the immediate cessation of activities that 
will plainly not be part of the green economy, like building new coal power stations, 
development of coal mines, major new road projects or runways, and the use of artificial 
fertilizers. Simultaneously we need governments to strongly encourage the development of 
key green economy sectors, especially renewable energy infrastructure.  While the Feed-in 
Tariff demonstrates what can be achieved by suitable market-based incentives, the impending 
energy crisis indicates also the need for direct public investment in and planning of the 
infrastructure that a green economy will need. 



• The policy and institutional ‘framework’ required to create the right conditions for the 
green economy to thrive, and whether the Government’s forthcoming Green Economy 
Roadmap provides this framework. Does the Roadmap deliver a clear vision of the 
green economy?; 

GH22. We have not had time to study the Roadmap in detail but find its approach internally 
inconsistent. For reasons detailed elsewhere in this document, we believe that a green 
economy is incompatible with growth and needs to be developed outside the prevailing 
market model of economic organisation that dominates the Roadmap. 

GH23. We would also question the usefulness of an approach to policy based on clear targets 
and a fixed direction of travel. The transition to a green economy will be a period of rapid 
innovation and change, some of which will be unpredictable. We would suggest that an 
experimental approach to policy-making is essential in such a situation and would propose 
piloting policies in specific areas rather than establishing dogmatic frameworks. 

GH24. We question an approach to building the green economy based primarily on providing 
financial incentives to business. In terms of policy, we would suggest that the reliance on the 
market has demonstrably failed to protect our environment. We would suggest that rather 
than providing financial incentives or relying on goodwill, the government should take a 
stronger role in controlling corporations whose activities are destructive to the environment, 
including removing their licences to trade. Subsidiarity is important here: while some policies 
can only be effective at the global level (strict limits on CO2 emissions, for example), the 
principle of NIMBYism can be used to defend local environments against economic 
expansion if power is genuinely devolved to local people and their democratically elected 
representatives. 

GH25. Given what we have argued earlier about the need to end economic growth, it follows 
automatically that issues of equity will become of greater importance: if the pie cannot grow 
larger than it is more important to ensure that everybody has a fair share. Hence a green 
economy must have a much greater policy emphasis on equality, including higher levels of 
redistribution, broadening of asset ownership, and policies to reduce wage differentials. 

GH26. An institutional framework for businesses in the green economy would need to 
involve this greater focus on sharing the value of production between producer and consumer, 
as is typical in mutual organisations and co-operatives. We believe that such alternative 
economic organisations, which are not driven entirely by profit-seeking behaviour, will be 
more compatible with a steady-state economy and will put less pressure on resources. 

GH27. More specifically, we would propose the introduction of a number of Ecological 
Enterprise Zones, in areas where the resources necessary for a sustainable economy to 
succeed are present, but which have not thrived in the competition for financial investment. 
These EEZs would be supported by government grants to become hot-houses for the 
innovation of green technologies and sustainable lifestyles. In return, they would be expected 
to achieve significant cuts in carbon emissions, resource usage, and levels of waste 
production. Government should enable local authorities in such areas to experiment with 
policy tools, such as carbon taxation and import and export duties. The aim would be for the 
EEZ to become a prototype of the self-reliant local economy that a green economy requires. 



GH28. A system of Land Value Taxation could be used to achieve the redistributive aims 
identified in GH25 as well as ensuring that the value of planning gain stays with the 
community rather than individual developers. It could also be used in conjunction with local 
planning systems to provide incentives for appropriate green development and sustainable 
land use. 

• Priorities for action, including those sectors of the economy crucial for creating the 
conditions for a green economy; 

GH29. The hallmark of a green economy is self-reliance: this can sometimes mean greater 
government involvement in key sectors than a total commitment to free markets would 
suggest. Sectors of particular interest are those for food and energy. We would propose that 
plans for national resilience in the areas of food and energy are developed as a matter of 
urgency: reliance on lengthy supply chains may leave us vulnerable in a world where 
increasingly unstable political and climatic systems may threaten their viability. 
 
GH30. We welcome the introduction of the Feed-in Tariff, which clearly indicates how 
government commitment and a suitable framework of incentives can call forth a rapid and 
appropriate response from both businesses and citizens. More creative means need to be 
found to enable those without money to invest, to benefit from the feed-in tariff, perhaps by 
encouraging local authorities to create bonds to fund the hire-purchase of solar panels by less 
well-off residents. 
 
GH31. The next focus of attention should be agriculture, with a shift in emphasis towards 
domestic food sufficiency. Each local authority should be required to draw up a Food Action 
Plan whose central aim would be to maximise the provision of staple foods for local 
residents. A reinhabitation of the countryside could create sustainable livelihoods for many, 
who would also acquire the right to build homes in the countryside if they were gaining their 
livelihood from the land. 
 
GH32. Considerable attention needs to be paid to the use of land in a way which provides the 
maximum opportunity to sequester carbon dioxide. Agricultural systems should be 
redesigned to enable them to be less carbon intensive. National planning is urgently needed to 
balance the potential competing uses of land between the growing of food, the production of 
biofuel crops, the production of biochar, and the preservation of wilderness areas. 
 
GH33. The construction industry is a major source of carbon emissions and a significant user 
of new resources. While progress has been made in terms of the energy efficiency of new 
buildings, construction needs to be seen as a sector which can offer huge potential for 
sequestration. More emphasis needs to be put on the refurbishment of existing stock, rather 
than the building of new houses to higher standards of energy efficiency. Regulations should 
require the use of materials that are carbon neutral, especially wood but also magnesium 
plasters and renders, to replace the widespread use of steel and concrete which are highly 
carbon intensive. 
 
GH34. A green economy will mean lower levels of production and also of consumption. 
Much of the current demand for products is driven by the advertising industry. To enable the 
transition to a green economy OFCOM should be given a new role in limiting the use of 
advertising to create desire for goods and services. 
 



• The role of consumers, businesses, non-government organisations, and international 
bodies in delivering, and stimulating demand for, a green economy; 

GH35. As already identified, we see a major role for national government in creating the 
framework within which a green economy can flourish. This should include the setting of 
suitable tax incentives and the control of industries which are threatening to exacerbate the 
ecological crisis. We cannot expect businesses to operate more sustainably without this sort 
of strong policy framework. 
 
GH36. There is also an important role for local government in fostering sustainable local 
economies. We would suggest that local authorities switch their priority away from 
regeneration and towards community resilience. An important aspect of such a switch would 
be the tactical use of procurement, focusing on local sustainable businesses. 
 
GH37. We are sceptical about the power of the ‘green consumer’ and would suggest that the 
language is changed to reflect what is really needed from citizens if we are to make a 
successful transition to a green economy, i.e. that they will live more lightly and for the 
common good. 

GH38. We would propose a different approach based on encouraging citizens to become 
genuinely committed to acting as Ecological Citizens. Government has a role here, 
particularly in terms of education and setting an example, but policies like nudge that seek to 
manipulate citizens can be counter-productive. An approach which facilitates a political 
debate about how we might share in the creation of a better society, as well as a greener 
economy, would be more fruitful in the long run. 

• Whether any models that more closely resemble a green economy exist elsewhere that 
the UK should aspire to;  

GH39. The sorts of sustainable approaches to economic life that we consider representative 
of a ‘green economy’ have largely been undermined during the process of industrialisation 
and urbanisation. In developing our ideas about the green economy we have been deeply 
influenced by the approach to economic and social life of indigenous people around the 
world, especially by their close and respectful relationship with the land. 

GH40. The Gandhian approach to economic development, based around self-reliant and 
close-knit villages, has also provided inspiration, and still offers sustainable livelihoods for 
many in India, although it is being undermined as India competes in the global economy. 
This philosophy has influenced the recent economic development strategy of Thailand, which 
has as its stated objective the approach of a sufficiency economy to achieve human 
development, ‘emphasizing moderation, responsible consumption, and resilience to external 
shocks’.1 The Committee might explore how this model has worked out in practice. 

GH41. In terms of our emphasis on a strong role for government in influencing the future 
development of economic policy we would identify the actions of the government of Brazil in 
recent years. The government’s ownership and political influence over its largest national 
bank enables it to effectively direct investment so that it serves the benefit of the community 
at large rather than merely the investors. 

                                                         
1 UNDP Human Development Report 2007 



GH42. In terms of housing policy we would suggest that the Committee studies the 
Scandinavian co-housing model. This enables the development of high-density, low-energy 
dwellings which also foster a strong community spirit. 

GH43. As discussed previously, a green economy will require higher levels of domestic and 
personal food production. To ensure this, government needs to consider both land taxation 
and land reform. Both have been undertaken in a range of countries in recent years, although 
the Bolivian land reform is perhaps the most prominent recent example. 

GH44. Closer to home, we have found inspiration in the policy of the devolved government 
in Wales. A green economy is likely to focus more on livelihoods than simply on the labour-
market, and opportunities should be made available for citizens to meet their own needs, 
especially by opening up access to land. Welsh planning policy is beginning to support the 
development of sustainable livelihoods as evidenced by planning advice note TAN6 from the 
Wales Assembly Government.2 It includes a section called ‘One Planet Developments’, 
which allows exemption from restrictions on planning limitations in the countryside for those 
who ‘over a reasonable length of time (no more than 5 years), provide for the minimum needs 
of the inhabitants’ in terms of income, food, energy and waste assimilation.’ 

•  How the UK’s policies to deliver a green economy relate to actions needed to deliver 
the global green economy (a theme of the June 2012 Rio Summit). 

GH45. The value of this Inquiry is in combining questions about the future economic 
development of the UK with questions about its approach to tackling climate change. We find 
that the present government’s strategy of export-led growth as a response to recession is 
incompatible with a green economy: it relies on lengthy supply chains and hence an extensive 
use of energy and so contributes to climate change. 

GH46. The basic question for the development of a global green economy concerns the level 
of consumption that is possible within the limits imposed by the carbon cycle, if we are to 
assume comparable standards of living across the world. We base our view of the global 
green economy on the Contraction and Convergence model of the Global Commons Institute. 
This begins with the global limit for CO2 emissions and divides this equally between all the 
world’s citizens. This gives an idea of the energy consumption that is possible for each 
person, and in the context of the UK suggests a reduction in energy use of around 90%, hence 
necessarily a significant contraction in the size of the economy. Other countries which are 
presently below their limits will still be able to experience economic growth, particularly the 
countries of sub-Saharan Africa which are many times below their CO2 limit. 

GH47. This view of a lower-energy world implies the end of wasteful trade which is based on 
exchange for profit rather than improving quality of life. In the context of energy limits, the 
theory of comparative advantage needs to be heavily modified. In its place we would suggest 
that local self-reliance becomes the first principle of production, both in the UK and overseas. 
We would also propose the establishment of a General Agreement on Sustainable Trade to 
replace the World Trade Organisation. The central objective of the GAST would be the 
achievement of sufficiency on a global basis, based around a system of self-reliant local 
economies, and supported by import and export levies. 

                                                         
2 Planning for Sustainable Rural Communities, Technical Advice Note 6, July 2010: 
http://wales.gov.uk/docs/desh/policy/100722tan6en.pdf 



GH48. Given the UK’s historic role as the country which led the way into the age of 
globalisation, and the role it has played more recently in negotiating free-trade agreements, 
we would argue that this leaves us with a particular responsibility to support the poorer 
countries of the world on their path to national self-reliance. Establishing special trade status 
for poorer nations during their journey to self-reliance, as well as sharing technological 
knowledge with them freely, would both be contributions we could make to repay our 
historic debts. 

15 August 2011 

 

 

 

 



Written evidence submitted by The Packaging Federation 
 
 
The following submission is made by Dick Searle (Chief Executive) on behalf of The Packaging 
Federation, a not-for-profit organisation representing the UK Packaging Manufacturing 
Industry.  As a manufacturing sector this Industry comprises some 3% of UK manufacturing 
with approximately 85,000 employees and a turnover in excess of £11 Billion.  
 
 
EXECUTIVE SUMMARY 
 
• There is a real lack of clarity on the vision of a Green Economy that is being pursued. 
Whilst the achievement of dramatically reduced levels of carbon emissions and resource usage 
would logically suggest the full engagement of consumers in identifying appropriate “behaviour”, 
current policy appears to be focussed on expecting UK business to “compensate” for the 
impacts of unrestrained consumer demand. Pursuit of this “model” of a Green Economy has the 
apparent advantage of avoiding unpopularity with consumers (voters) but is much less likely to 
reduce impacts to targeted levels. At the same time it will place UK business at a very substantial 
disadvantage to its international competitors. 
 
• We are clear that there needs to be considerably more dialogue between industry and 
Government if we are to avoid indiscriminately sacrificing manufacturing industry on the “altar” 
of low carbon. In our view, there is a real danger of a fundamental incompatibility between UK 
climate change goals and economic growth (for most of manufacturing industry) and we see very 
little sign that this is well enough understood within Government. 

 
• Carbon demand is created initially by consumer demand for goods and services – and 
industry does not have an infinite capacity to compensate for this but there appears to be little 
political recognition of this. Despite claims to the contrary, the global carbon footprint of UK 
(consumer) demand has actually increased by some 30% in the period from 1990 - 2006 and it is 
only a substantial shift in the manufacturing of goods away from the UK that has enabled the 
claim that the UK’s “local” carbon footprint has actually reduced. Any policy that expects 
industry to reduce UK industrial carbon impact whilst the impact of consumer carbon demand is 
ignored can only lead to a further and substantial erosion of the UK’s manufacturing base. 
 
• The setting of a UK unilateral floor price for carbon, as recently announced, will have a 
highly damaging effect on UK industry and business as it will have far reaching implications for 
its ability to compete in the UK and globally. 
 
• Much of UK manufacturing industry, and certainly a significant proportion of our own 
industry, is owned by companies based outside the UK. The acid test for future policy will be 
whether or not it describes an industrial scenario that is likely to encourage investment into UK 
based businesses. 
 
• The current UK political focus is on “localism” in areas including waste management, 
recycling and broader resource use and husbandry. Achievement of a successful Green Economy 
will require clear National strategies to guide appropriate local implementation. 
 



• There is a clear lack of (political) leadership for consumers on issues of the environment 
and resource efficiency and there is an overwhelming need for a policy that bases consumer 
“education” on sound science and information. Failure to address this will lead to a continued 
mismatch between the nature of consumer demand and the industrial strategy that seeks to fulfil 
it. It is absolutely essential that policies directed at the achievement of a Green Economy are 
based only on sound scientific facts. 
 
• As an Industry, we can clearly demonstrate that our products make a substantial 
contribution already to minimising ghg emissions by preventing substantial product wastage (far 
more than any impacts from our products at “end of life”) and also to enhanced resource 
efficiency by saving far more resources than we use. It is, therefore, particularly galling to see our 
“profile and credibility” undermined by the continuing focus on perceived negative aspects of 
our products. If the Green Economy is to be taken seriously, it must support those industries, 
like ours, that enable effective resource use, minimised waste and reduction of greenhouse gas 
emissions. 
 
DETAILED SUBMISSION 
 
1) We fully support the EAC’s aim to examine the concept of a Green Economy in the UK. 
However, we do not believe that the outputs to date, including the recently published “Enabling 
the Transition to a Green Economy: Government and business working together” (attached as 
Appendix 1), have yet defined what is really meant by a Green Economy. To date the context of 
a Green Economy has been inextricably linked with the steps that are being taken to re-balance 
the economy and support a regeneration of private sector growth and the focus is almost entirely 
on the behaviours of this sector. If the twin challenges of Global Warming and Resource 
Efficiency are to be robustly addressed however, it will require dramatic changes across the 
behaviour of the whole of society not just that of business. In essence we believe that there are 
two alternative visions of a Green Economy: 

a) A scenario where there is full engagement with society (consumers) at large about the 
way in which we live and consume resources, if reductions in greenhouse gas (ghg) 
emissions of 80+% by 2050 are to be accomplished. Any such scenario would describe a 
very different world which will clearly require “seismic changes” in demand profiles and 
the ways in which this demand is satisfied. It would also require frank and honest 
exchanges between consumers and government on such changes and the reasoning and 
science behind them. Clearly, such a scenario would be politically unpopular and would 
require a high degree of international co-ordination but it would leave UK business far 
less vulnerable to the unilateral nature of current UK “carbon policy” and would have a 
much greater chance of delivering the actions needed to meet ghg and resource efficiency 
targets. 

b) The second scenario is much closer to current thinking which appears to lack any 
significant level of positive or scientifically based engagement with consumers. In 
essence, consumers are expected to continue to behave within current patterns whilst 
UK business is expected to compensate for the carbon, environmental and resource 
efficiency impacts of such behaviour. Whilst this has the apparent advantage of avoiding 
unpopularity with consumers (voters), it is much less likely to reduce impacts to targeted 
levels whilst, at the same time, putting UK business at a very substantial disadvantage to 
its international competitors. 

 
At present, it looks highly likely that the second scenario will be the basis on which future policy 
is decided and, accordingly, we have made the rest of our submission based on this assumption. 

 



2) As an industry, we are very concerned that the challenges of global warming are met in a 
way that does not disproportionately penalise much of UK manufacturing industry and so we are 
anxious to play the fullest part in any discussions on “low carbon strategy” and we certainly 
welcome the opportunity to comment at this stage on the Green Economy and the attendant 
Roadmap. In so doing, it is inevitable that we will be critical of some of the positions taken to 
date but we do want to make it clear that we do so in the spirit of finding the right answers not 
because we are, in any way, seeking to deny the need for clear leadership and courses of 
appropriate action in tackling climate change. We are clear that there needs to be considerably 
more dialogue between industry and “Government” if we are to avoid indiscriminately 
sacrificing manufacturing industry on the “altar” of low carbon. In our view, there is a real 
danger of a fundamental incompatibility between UK climate change goals and economic growth 
(for most of manufacturing industry) and we see very little sign that this is well enough 
understood within Government. We believe that there are paths that should be followed to find 
the best ways to address this and these include fostering a much better understanding of the 
issues involved and the constraints under which goods are made and used – and we are ready 
and able to assist in achieving this and “educating” both policy makers and those tasked with 
articulating and implementing these policies. What none of us can do is change the laws of 
physics or international competitiveness and yet, so far, parts of policy and the Roadmap appear 
to assume that this is possible. 
 
3) Successive Governments have laid great emphasis on the role that the UK should play in 
reducing ghg emissions and providing leadership to the wider world. Apart from the huge 
dangers that this poses to the competitiveness and continued existence of UK based 
manufacturing, such a policy is deeply flawed if it continues to ignore the impact of UK 
consumer demand on global ghg emissions. Carbon demand is created initially by consumer 
demand for goods and services – and industry does not have an infinite capacity to compensate 
for this. And yet, there appears to be little political recognition of this. Despite claims to the 
contrary, the global carbon footprint of UK (consumer) demand has actually increased by some 
30% in the period from 1990 - 2006 (Policy Exchange Report: Carbon Omissions – attached as 
Appendix 2) and it is only a substantial shift in the manufacturing of goods away from the UK 
that has enabled the claim that the UK’s “local” carbon footprint has actually reduced. Any 
policy that expects industry to reduce UK industrial carbon impact whilst the impact of 
consumer carbon demand is ignored can only lead to a further and substantial erosion of the 
UK’s manufacturing base. As a matter of urgency, a parallel roadmap for consumer 
demand/behaviour (a “Green Consumer Roadmap”) needs to be prepared. Whilst there appears 
to be little political will to do this, it is absolutely inevitable that it will be necessary sooner rather 
than later if UK and global targets are to be met – and failure to do so now will lead to policies 
for UK business that could be highly inappropriate and damaging in the future.  
 
4) UK manufacturing is subject to intense competitive pressure from economies around the 
world. Any consideration of the impact on it from the move to a Green Economy must consider 
the cost burdens imposed by Government policy in the UK (covering not just the direct and 
indirect impact of energy and climate change measures but other environmental measures as 
well) and the extent to which these will not impact on our non UK based competitors. We 
believe that such an assessment is a vital part of the Roadmap particularly as current 
Government policy appears to be determined to impose cost and taxation burdens that will not 
be imposed elsewhere in the world.  

 



5) The of a UK unilateral floor price for carbon, as recently announced, will have a highly 
damaging effect on UK industry and business as it will have far reaching implications for its 
ability to compete in the UK and globally. This is particularly the case for Energy Intensive 
Industries (EII) which form an important part of our supply chain. Energy Intensive industries 
are governed by the laws of physics and chemistry and energy intensity is an inevitable and 
immutable feature of their operations. Their investment cycles are generally substantially longer 
than most government policy documents assume and they need great certainty to enable sound 
decisions to be made. It is unrealistic to expect quantum improvements in energy use – 
competitive survival has ensured that all the major gains have already been made and even 
incremental improvements are increasingly harder and more expensive to achieve. The UK 
Government really does need to decide if it does want to continue to support EIIs in the UK 
despite its obsession with the carbon agenda – and a failure to do so would cost up to one 
million jobs. Where processes could change their energy profile, this will have a highly significant 
impact on government forecasts so it is imperative that there is a proper dialogue on this as soon 
as possible. It has been postulated by DECC that “The Decarbonisation of energy will require a 
cost of £200bn to replace infrastructure and meet Renewables Targets”. If the cost of this is to 
fall primarily on industrial consumers, it will impose a further substantial cost burden and further 
erode international competitiveness. The investment may provide an opportunity for some but it 
will be a far greater cost burden for most others! It has also been suggested that the total cost of 
meeting the Carbon Budget in the UK is estimated at between £324bn - £404bn. We question 
how much - if any - are competing nations (EU and non EU) having to spend to meet their 
country’s own Carbon Budgets?  
 
6) Much of UK manufacturing industry, and certainly a significant proportion of our own 
industry, is owned by companies based outside the UK. The acid test for future policy will be 
whether or not it describes an industrial scenario that is likely to encourage investment into UK 
based businesses. In our experience, there is a growing trend to avoid investing in UK based 
business – primarily as a result of grave concerns over the impacts of Government Policies on 
energy taxation, carbon pricing and a perceived obsession with being the leader in de-carbonising 
its industrial economy (at a time when its international competitors are not following its lead). 
Any policy that fails to recognise and address these current perceptions will fail the “acid test” 
and inward investment will continue to fall with all the attendant impacts on policies which 
expect the private sector to compensate for loss of employment in the public sector. 

 
7) Any consideration of the future health of UK manufacturing (whether or not this is in 
the context of a move to a Green Economy) must address the ability of industry to access labour 
from a suitably educated labour pool. Whilst we welcome the recent budget announcement to 
move towards more technical training in schools, it is sadly true that our major international 
competitors enjoy education systems that are much fitter for purpose. In particular, the 
considerable investment in vocational education by most of our competitors host countries is a 
pathway that we will have to follow if economic regeneration of UK manufacturing is to be 
achieved.  

 
8) Environmental challenges and their recognition in the developed economies have moved 
from local to regional to national and to global and the controls have evolved with them. More 
and more, economic instruments rather than prescription are used to control behaviour. Despite 
this, the current UK political focus is on “localism” in areas including waste management, 
recycling and broader resource use and husbandry. Achievement of a successful Green Economy 
will require clear National strategies to guide appropriate local implementation. 

 
 
 



9) Frequent references are made in Government documents to consumer concerns about 
the environment and resource efficiency. In our experience, as an industry whose products are 
subjected to closer consumer scrutiny than most, these assumptions are frequently very wide of 
the mark. We see little evidence, particularly in the current economic environment, that most 
consumers allow such issues to influence their purchasing decisions. Indeed, there are many 
instances where the use of “totemic issues” and “nudge” are leading consumers to make poor 
overall environmental choices. There is a clear lack of (political) leadership on such issues and 
there is an overwhelming need for a policy that bases consumer “education” on sound science 
and information. Failure to address this (as part of a “Green Consumer Roadmap”) will lead to a 
continued mismatch between the nature of consumer demand and the industrial strategy that 
seeks to fulfil it. It is absolutely essential that policies directed at the achievement of a Green 
Economy are only based on sound scientific facts. There can be no place in this policy making 
for political or media myths. We still see far too much credence given to consumer perceptions 
which are mostly shaped by highly inaccurate media reports. In an era where issues of climate 
change and resource use & scarcity are now centre stage, there is no room for assumptions 
which are not based on verifiable facts. Failure to address this fundamental pre-requisite to 
appropriate policy and decision making will lead to decisions that would be highly damaging to 
UK business and, indeed, the whole credibility of the concept of a Green Economy. 
 
10) In its request for evidence, the EAC has asked for “priorities for action, including those 
sectors of the economy crucial for creating the conditions for a green economy”. Given the 
constant external focus on the environmental performance of our products, it is fair to say that 
our awareness of environmental issues is second to none and this includes a full appreciation of 
the challenges of climate change and resource efficiency. Indeed, it a matter of pride for us that 
we can clearly demonstrate that our products make a substantial contribution already to 
minimising ghg emissions by preventing substantial product wastage (far more than any impacts 
from our products at “end of life”) and also to enhanced resource efficiency by saving far more 
resources than we use. Indeed, in so doing, we make a very positive contribution to the Green 
Economy scenario which relies on industry to compensate for consumer demand and profligacy 
and yet we continue to receive a wholly disproportionate degree of attention from parts of 
Government that still adhere to the mistaken and wholly scientifically inaccurate, consumer led 
view that our products are a major environmental problem. At the same time, food waste (which 
is a major environmental problem) can be substantially reduced by the increased use of 
appropriate packaging. In less developed countries, food waste in the supply chain ranges from 
40-60% against some 3% in the UK. The “exporting” of modern packaging products, techniques 
and systems to these countries provides a significant Green Economy growth opportunity for 
our industry which is recognised as the world leader in packaging innovation. It is, therefore, 
particularly galling to see our “profile and credibility” undermined by the continuing focus on 
perceived negative aspects of our products. If the Green Economy is to be taken seriously, it 
must support those industries, like ours, that enable effective resource use, minimised waste and 
reduction of greenhouse gas emissions. 
 
 
23 August 2011 



       
 

Written evidence submitted by the UK Sustainable Biodiesel Alliance 
 

1. Overview 
This paper has been prepared by the UK Sustainable Biodiesel Alliance (UKSBA) as a submission to the 
Environmental Audit Select Committee’s inquiry into the green economy.  The UKSBA is the 
representative body of the sustainable biodiesel industry in the UK. 
 
This submission has been put together to highlight the potential of the sustainable biodiesel industry to 
contribute to the growth of the green economy and outlines UKSBA members’ concerns about the 
impact of the Government’s decision to end the fuel duty differential currently available to producers of 
sustainable biodiesel in April 2012 on this nascent industry.  
 
2. Summary 
The current 20p duty differential for biodiesel produced from Used Cooking Oil (UCO) has been a 
tremendous success in providing stability for the sector, promoting investment, training, employment 
and technical innovation in a vital part of the renewable energy industry.  It has also had the added 
effect of helping to reduce the UK’s carbon emissions and increase effective waste management.  It 
provides value for money well beyond its modest £10m cost to the Exchequer, and serves as a case 
study of how well targeted fiscal measures can drive behavioural change, private sector innovation and 
job creation. Energy Secretary Chris Huhne has previously stated the benefits of the duty differential in 
making “a valuable contribution to the Government’s renewable energy targets and waste strategy, and 
to the growth of the low carbon economy”.   
 
Latest reports from the Renewable Fuels Agency1 show that in just over a year, used cooking oil has 
become the primary fuel source for biofuel used in UK transport, delivering one third of the volume of 
biofuel used on our roads. As UCO is a waste product it avoids a host of contentious and negative 
effects traditionally associated with biofuels, such as Indirect Land Use Change and the displacement of 
agricultural land for the growth of food crops.  Its benefits should therefore be considered 
independently of any analysis of the environmental impacts of biofuels, which have tended to focus 
exclusively on first generation fuels made from virgin crops. Almost 75 million litres of UCO – 
approximately a third of the total UCO produced in the country each year - is collected from 
restaurants, food manufacturers and caterers across the UK and being recycled for fuel for our roads, 
supported by a growing industry of oil collectors and producers spread across industrial areas of the 
UK. It estimated that 250 million litres of UCO is generated across the UK each year, demonstrating the 
potential growth opportunities for this industry to expand given adequate support.   

                                                 

1 Renewable Fuels Agency, Year Two of the RTFO (2011)  



 
However, in the 2011 Budget the Government announced that the differential is to be abolished from 
April 2012 and the industry is increasingly concerned about the severe negative impact this will have on 
the sustainable biodiesel industry. The Government’s present position is that biodiesel made from waste 
will receive double certificates under the Renewable Transport Fuels Obligation (RTFO) which will act as 
a replacement for the differential. The large fluctuations in certificate values under the scheme mean 
that the mechanism is not adequate or stable enough to replace the tax differential.  For many 
producers future revenue streams would become highly uncertain and many small producers would go 
out of business under the RTFO alone, negating the investment that has been made in rolling out the 
use of sustainable and renewable transport fuels.  Indeed the RTFO was never designed to support 
sustainable biodiesel, high blend fleet operators or UK producers since its primary aim was to deliver a 
very small percentage (maximum target of 5%) of renewable fuel in to the UK market.  
 
The UKSBA was very pleased to see the Environmental Audit Committee’s recent report in 
Environmental Taxes and Budget 2011 highlight the benefits of the duty differential in promoting the 
use of waste derived bioliquids while describing the Government’s decision to remove the incentive as a 
“strategically retrograde act”. The UKSBA also welcomed the Committee’s reference to the evidence 
which the UKSBA submitted to the inquiry which highlighted the lack of joined up thinking across 
Government in regard to supporting the sustainable biodiesel industry. The UKSBA is concerned that, as 
incentives for waste derived biodiesel fall under the remit of four different departments – the Treasury, 
Defra, the Department for Transport and the Department for Energy and Climate Change – there is a 
lack of policy coordination and joined up thinking on support for the sustainable biodiesel sector.  This 
has created an uncertain tax and regulatory landscape which acts as a barrier to investment in green 
jobs and growth and poses a threat to the future of the industry and the UK green economy.  
 
In summary, the UKSBA is calling on the Government to urgently extend the duty differential for Used 
Cooking Oil beyond March 2012 to allow time for further consideration as to how the RTFO can best be 
used to support sustainable biodiesel going forward.   
 
3. Biodiesel from Used Cooking Oil: A clean and sustainable form of renewable energy 
There are around 250 million litres of UCO produced in the UK every year.  The UK currently has no 
collection of UCO from domestic premises provided by a national body or by a majority of local 
authorities, and so a high proportion of this oil is disposed of down the drain or sent to landfill.  Defra 
estimates that 150,000 blockages per year are caused by fat, oil and grease being poured into the 
drains, at cost to utility companies of £15m per annum.  Meanwhile, landfill sites produce 40% of the 
UK’s methane emissions and 3% of the UK’s greenhouse gas emissions. 
 

 



Biodiesel manufactured from UCO is one of the most sustainable fuels available for transport and heat 
and power systems.  Its use can reduce lifecycle carbon emissions by up to 90 and its widespread use 
has enabled the Government to exceed its greenhouse gas savings target in road transport by 5%.The 
use of UCO in biodiesel is already making a valuable contribution to meeting the UK’s stringent 
renewable energy targets and is helping to reduce the amount of waste disposed of illegally or in an 
unsustainable manner.  Some 34m litres of biodiesel were manufactured from UCO sourced in the UK 
and then used in road transport in 2009/10, delivering a carbon saving of 82 million Kg of C02.  With the 
potential to access 250 million litres of UCO in the UK, more can be done if the industry is given 
adequate support. 
 
4. The 20p fuel duty differential for biodiesel produced from UCO 
Currently, biodiesel produced from UCO enjoys a 20p per litre duty differential when compared to 
mineral diesel.  In 2008, the Government announced that it intended to abolish this differential from 
April 2010.  This was done, not out of economic considerations, but out of a fear that tax incentives for 
biofuels were encouraging deforestation, land use change and rising food prices in the third world.  
However, as a waste product, these concerns do not apply to biodiesel produced from UCO.  Following 
an extensive campaign by the UKSBA, it was announced that the differential would continue until April 
2012 for biodiesel produced from UCO. 
 
The relatively modest cost of maintaining the tax differential for biodiesel made from UCO, estimated at 
some £10m in the March 2010 budget, has provided excellent value for money and been successful in 
providing stability for the biodiesel industry.  It has had the effect of: increasing UCO collections and 
driving the retrieval of other forms of waste; encouraging vehicle fleet managers using high blends of 
biodiesel to increase their use and so reduce transport emissions; and helping drive employment, 
research and the creation of a ‘green collar’ skills base in a sector that is expected to be worth some 
£150bn to the UK economy in the coming years. 
 
5. The Renewable Transport Fuels Obligation 
The previous Government announced its intention to replace the duty differential with the Renewable 
Transport Fuels Obligation (RTFO), a scheme which obliges the larger fuel providers to source 5% of the 
fuel they use from biofuel by 2014 or buy out of the requirement by purchasing tradable certificates 
from biofuel suppliers.  However, owing to the requirements of the Renewable Energy Directive, the 
RTFO is currently under consultation.  Further EU reviews of the RED will mean more revisions of the 
RTFO up to 2014 and continuing uncertainty.  A drafting error in the initial RTFO meant that an 
incorrect obligation level was set in 2008, causing certificates to trade at near zero value. 
 
In the recent consultation, the DFT proposed to award double certificates to biodiesel made from waste. 
This is in order to meet the requirements of the RED that energy from waste be counted twice towards 

 



the UK’s renewable energy target.  However, certificates traded under the RTFO fluctuate in value, 
revenue streams are highly volatile and can be as low as zero – double nothing is still nothing.  The 
market value of certificates is affected by a myriad of global factors, for example when obligated 
suppliers import biodiesel and bioethanol from countries where the fuels are subsidised to meet their 
obligation, rather than purchasing certificates in the UK. 
 
In the last few years, certificates have been trading at well below expected value, and several UKSBA 
members have been unable to sell any certificates even through brokers and auctions.  One member 
had certificates relating to production of over 3 million litres of biodiesel, but was unable to obtain any 
value for them from the obligated suppliers. Another member, who produces approximately 300,000 
litres per month, was receiving £25,000 per month in 2008, but nothing at all in 2009, and went from 
profit to a loss on the production of biodiesel. An additional impact for producers will be the proposal 
under the revised RTFO that certificates will only be able to be traded once they have been 
independently verified.  This adds to producer cost, but also impacts cash flow as there will be several 
month delay on cash received to fulfil that requirement. 
 
The uncertainty surrounding the RTFO makes long-term planning in the industry difficult and creates a 
lack of market certainty that discourages the capital investment and skills training necessary for 
renewable energy projects to get off the ground.  Without the stability offered by the differential or a 
minimum certificate price, the investment climate and prospects for the biodiesel sector will be 
extremely challenging. 
 
In addition, the DfT states that the duty differential is a matter for the Treasury, and so is outside the 
scope of the consultation, while the Treasury has said that any representations on the RTFO are a 
matter for the DfT.  This indicates that policymaking is not being carried out in a holistic manner in 
cases where environmental taxes cut across different departments. 
 
6. The dangers of removing the fuel duty differential 
If the 20p fuel duty differential is removed in early 2012 the impact on obligated suppliers using less 
than 5% bio-fuel will be minimal.  However, for high-blend users – captive fleets such as McDonalds, 
3663 and the Environment Agency – who use much higher blends (up to B100), biodiesel will suddenly 
become 20% more expensive, and so more expensive than mineral diesel.  These high-blend users, 
operating on a 2% margin, will not be able to absorb this huge increase in fuel costs and will be left 
with no choice but to abandon their green commitments and return to fossil-based fuels.  With this fall 
in demand, the RTFO far from embedded, and with certificate prices fluctuating, many producers will 
come under cost pressures or close, shedding jobs and reducing the opportunities for practical skills 
and training in green skills, as demand for fuel expires.  As there are no vehicle adjustments necessary 
for captive fleets, this could happen literally overnight. 

 



 
This lack of certainty makes business planning impossible and denies the sector vital investment 
opportunities.  In August 2010, the CBI estimated that the UK is missing out on some £150bn of 
investment owing to a lack of policy certainty, and the Secretary of State for Energy and Climate 
Change, Chris Huhne, has said that the global, low carbon economy will be worth some £4 trillion by 
2015 with 1 million people in the UK potentially employed in the sector by the end of the decade. 
 
7. The benefits of the duty differential and the Green Economy 
The production of and research into biofuels is a new and rapidly changing area.  UKSBA members have 
built up considerable levels of green skills in the workplace, but with the removal of the differential, 
some 3,000 direct and indirect jobs could be lost over a five year period.  The loss of these green collar 
and low carbon skills from a developing industry with much higher levels of research and development 
and training than most traditional industry sectors would seriously impede the development of the 
renewable energy sector in the UK, and consequently the growth of the green economy. 
 
7.1 Chemistry skills 
The chemistry skills required to produce biofuels and meet quality standards is a complicated and 
developing area of expertise.  Even chemists who have qualified in green and organic chemistry need to 
be trained for up to six months to operate an on-site laboratory.  At present, all training is in-house 
within the private sector, with only general courses publicly available.  
 
7.2 Research and development  
The methods of producing biodiesel and associated products are continually developing. Several 
companies have research and development arms which are looking to extend the associated products 
manufactured and types of feedstock capable of being processed into sustainable biofuels. This 
research is dependent on the cooperation of different organisations and the funding from profitable 
biodiesel companies to continue. If the duty differential is removed, many companies will no longer be 
profitable and research and potential advances in new technology will be lost. 
 
7.3 Biodiesel production  
All production personnel in the biodiesel industry are required to undergo extensive training to produce 
biodiesel and understand the factors which affect the quality of production. Almost all employees 
involved in production are trained in-house as external courses are not available on the specific 
requirements of the industry.  This is unlikely to change any time soon as the specific requirements 
required by producers can vary dramatically from company to company.  The full training of production 
staff will usually take six to nine months. 
 
8. The benefits of the duty differential: reducing waste and increasing recycling 

 



From an initial base of UCO collection, customers will often demand more extensive waste collection as 
part of their service – for example, glass, cardboard and food waste.  In Cheshire, Cheshire East and 
Cheshire West local authorities are now offering waste oil collection vessels at their recycling centres for 
domestic customers to dispose of their waste cooking oil – a scheme which other local authorities are 
now expressing an interest in developing.  The stability offered by the tax differential has created a 
platform for growth, which allows producers the certainty to invest in new services and respond to 
market demand. 
 
9. The benefits of the duty differential: meeting carbon reduction targets 
The UK is currently ranked 25th of the 27 EU member states in the production of renewable energy and 
the Public Accounts Committee have commented that meeting EU targets is “unacceptably slow”. The 
Secretary of State anticipates that sustainable bioenergy, including UCO based biodiesel, could 
contribute up to half of the UK’s target of 15% renewable energy by 2020 – a greenhouse gas saving of 
20 million tonnes of C02 equivalent by 2020.  He also states that sustainable bioenergy is vital to the 
UK’s security of supply, as bioenergy is one of the few renewables that can generate energy on demand. 
The tax support offered to UCO based biodiesel is already working to achieve that aim. 
 
10. The benefits of the duty differential: small outlay, big returns 
While the Treasury estimated the cost of the 20p fuel duty differential at £10m per annum in the March 
2010 budget, industry estimates in 2009 suggest that, as a result of enforced business closures, some 
£36m in VAT, corporate and personal tax revenues could be lost each year if the differential was to be 
removed.  Over the next five years, based on the planned increase in production capacity, the expected 
tax revenues lost to the Government could increase three-fold, meaning £100m would be lost to the 
Treasury. 
 
11. About the UK biodiesel industry 
There are some 37 medium and large biodiesel producers in the UK using waste products such as UCO 
to produce fully sustainable biodiesel for use in transport and in heat and power generation.  
Customers include larger petrol companies who use low blend biodiesel, to large organisations such as 
the Environment Agency, McDonald’s and 3663, who run their captive vehicle fleets on high blends of 
biodiesel with mineral diesel. Power customers include NHS trusts, which use on-site micro generators, 
run on UCO based bio-fuels, to power their buildings. These customers are also able to become 
suppliers of renewable energy to the national grid. 
 
Biodiesel producers create local employment opportunities and are developing the green skills vital to 
the UK’s low carbon economy, including green chemistry, research and development and specialist 
production skills.  As customer demand for the retrieval of other waste streams increases, these skills 
are being adapted to drive future renewable energy development from waste, such as anaerobic 

 



digestion from food waste.  In addition, producers are working with local authorities to set up waste oil 
collection and recycling centres for domestic households – a new service. 
 
The majority of biodiesel producers are based in traditionally industrial areas of the UK. One example of 
a larger producer would be Argent Energy Ltd, based in Motherwell, Scotland, with a production 
capacity of 50 million litres per annum and employment of 88 people, while an example of a medium 
sized producer is Convert2Green Ltd, with a production capacity of 13.2 million litres and employing 30 
people in Middlewich, Cheshire. 
 
12. Conclusions and recommendations 
The Government has expressed its desire to be the “greenest government ever” and to facilitate the 
growth of the low carbon economy.  The sustainable biodiesel industry, which has been driven by the 
market certainty and stability of the duty differential, is currently playing a key part in meeting these 
objectives and in generating the green skills, jobs and investment necessary for the growth of the green 
economy. 
 
We are now just nine months away from losing an industry which is uniquely well placed to help the UK 
deliver the significant carbon reduction savings required of it from transport emissions by 2020 and to 
contribute to the growth of the low carbon economy. The Government’s own Growth strategy 
recognises that there is a cost associated with developing sustainable forms of energy but their 
unwillingness to extend the 20 pence per litre duty differential for biodiesel made from Used Cooking 
Oil – an excellent example of the tax system being used to encourage, or nudge, sustainable behaviour 
– suggests that the policy is spin over substance. With biodiesel costing significantly more to produce 
than conventional fossil fuels there will be no incentive for companies to invest in new technologies, 
leaving the UK in the unenviable position of having to import biodiesel to meet stringent European 
targets. As has been seen in other countries, once the biodiesel industry has been killed-off it is 
extremely difficult to resurrect. 2011 is a make or break year for the industry and the Government’s plan 
to end the 20 pence per litre duty differential for Used Cooking Oil suggests that it does not take 
seriously its rhetoric of stimulating a vibrant, domestic green economy. 
 
When considering the remit of the Environmental Audit Select Committee’s inquiry, the following 
conclusions can be drawn from the evidence submitted above:- 

• The Government’s decision to end the duty differential for used cooking oil biodiesel goes 
against the Government’s object to move towards a green economy.  By adding an additional 
20p per litre fuel duty onto the greenest and most sustainable forms of renewable transport 
fuel, it threatens to cripple a nascent industry that is driving the way forward in promoting low 
carbon transport, green skills and growth, and a reduction in carbon emissions. 

 



 

• The RTFO will not act as an adequate replacement to the duty differential in supporting the 
growth of the sustainable biodiesel industry and subsequently the green economy.  

• The lack of coordination across Whitehall is hindering a coordinated approach to the growth of 
the green economy.  

 
Going forward, the UKSBA believes the duty differential is the most simple, effective and transparent 
tool to support sustainable biodiesel producers in the UK.  However, we are disappointed that the 
division of interest in sustainable biodiesel policy between the Treasury, Defra, the DfT and DECC 
continues to inhibit coordinated policy development, preventing a coordinated and effective policy 
framework to support the growth of the green economy.  
 
With this in mind, the UKSBA would therefore suggest that the Environmental Audit Committee make 
the following recommendations to the Government:- 

• The UKSBA is urgently calling on the Government to urgently extend the duty differential for 
Used Cooking Oil beyond March 2012 to allow time for further consideration as to how the 
RTFO can best be used to support sustainable biodiesel going forward.   

• The need for greater collaboration between all relevant departments involved in securing an 
effective transition to a green economy including DECC, Defra, DfT, HM Treasury and BIS to 
ensure a coordinated policy framework.  

 
13. About the UKSBA 
The UK Sustainable Biodiesel Alliance is the representative body of the sustainable biodiesel industry, 
led by waste to energy company Convert2Green Ltd.  UKSBA members produce biodiesel from Used 
Cooking Oil (UCO), widely recognised as one of the most sustainable forms of renewable energy, and 
must meet the Renewable Fuels Agency’s Qualifying Standard for sustainability, either for the biofuel 
they use or the biofuel they produce.  Associate members must be either producers who have achieved 
the Qualifying Standard or better for a proportion of the biofuel they produce, and who are committed 
to achieving the standard for all their fuel, or organisations that actively support the use of sustainable 
biofuels. 
 
The RFA Qualifying Standard is a carbon and sustainability reporting system for biofuels based on a full 
lifecycle analysis of emissions throughout the production chain.  Fuels meeting the environmental 
standard must be sourced with regard to protecting biodiversity, carbon stocks, and soil, air and water 
quality.  To meet the social standard, employers’ rights and land rights must be protected.  
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Written evidence submitted by The National Federation of Roofing Contractors Ltd 
 

 
Summary  

• The  National  Federation  of  Roofing  Contractors  (NFRC)  believes  that  the  Green 
Economy  will  only  be  an  area  of  interest  to  the  general  public  with  strong 
Governmental support 

• The National Federation of Roofing Contractors welcomes the Green Deal  
• It has concerns over the independence of Green Deal Assessors 
• It feels that a new accreditation scheme for quality workmanship is a duplication of 

those already in existence 
• It has not yet seen how the  individual consumer will be appraised of the Scheme’s 

benefits 
 
The NFRC 
 

1. The  NFRC  is  the  UK’s  leading  trade  association  for  the  roofing  industry.  The 
Federation has over a thousand contractor and associate members and  is an active 
member of the International Federation of Roofing Contractors.  With a turnover of 
£1.6bn, NFRC members  represent  in  excess  of  70%  of  the UK  roofing market  by 
value.  Companies vary from the very smallest local companies to some of the largest 
in the country, carrying out new build, repair and maintenance on existing buildings 
and heritage work. The NFRC is a key member of the National Specialist Contractors’ 
Council and the National Home Improvement Council. 

 
2. Roofing  is a key component of the construction  industry and NFRC has become the 

active voice of the roofing industry. To this end, it sponsors and advises the All‐Party 
Parliamentary Group for the Roofing  Industry, chaired by Rt Hon David Hanson MP 
to ensure that roofing matters are adequately represented.  
 

3. The NFRC  is  committed  to promoting greener communities using both  sustainable 
construction  techniques  and  technology.  There  is enormous potential  to  generate 
energy from solar power and (covert) wind generation devices installed on roofs. The 
NFRC offers support and guidance  for  those  involved, bringing designers, suppliers 
and roofers together.  This ensures standardisation and regulation within the sector.  
The NFRC and ConstructionSkills have  initiated a training course for the  installation 
of solar collectors on roofs. The course aims to  foster skills  for roof‐integrated and 
roof‐mounted  systems  and  to  build  a  database  of  reputable  and  trained  roofers.  
There are currently 90,000 solar thermal systems installed in the UK with 5,000 new 
domestic  systems  installed every year.   Manufacturers of  solar panels and  trained 
roofers have been brought  together  through  the NFRC's ActiveRoof programme  to 
minimise  risk  and  ensure  proper  installation  and  training.    For  roof‐installed  or 
mounted systems, such as photovoltaic or solar thermal systems, the specialist skills 
of the roofer are needed, both for safe working at height and vital weather‐proofing 
knowledge.   
 



4. The Federation continues to actively encourage  its members to work together with 
other  reputable  tradesmen and act as a hub of  information  to bring  suppliers and 
contractors together.    

 
 
The Green Economy  

 
5. The UK has steep targets to reach for renewable energy, needing to produce 15% of 

its energy from renewable sources by 2020.   It  is widely believed that these targets 
will not be met for any one of a number of reasons: 

a. Public confusion over different terms used by the media 
b. Uncertainty over  the commitment of  the Government  to  increasing  the use 

of renewables, particularly in relation to feed‐in‐tariffs 
c. A general feeling that the technology has not been fully developed and  in a 

relatively short period of time, current equipment will be superseded  
d. There has been relatively  little financial  incentive for members of the public 

to  install microgeneration  facilities  in  their home, and  the outlay  is beyond 
many people’s reach. 

6. However, there is a growing realisation that the UK’s energy must not rely solely on 
one or two sources and  in order to meet our  legally binding EU targets, renewable 
energy must be utilised.   

7. An increasing knowledge base amongst members of the public is increasing take‐up 
of renewable energy sources. 

8. With  financial  investment  from  the UK’s banks  in  the  form of  the Green Bank,  the 
public  are  becoming  surer  about  renewable  technology,  and  are  able  to  see  the 
financial benefits for their household.  

9. The Green Deal will be seen as Government support for expanding the renewables 
sector, thus increasing consumer confidence.  

 
The Green Deal 

 
10. Of the various environmental policies being developed by the Government, the most 

important  one  for  the  roofing  industry  is  the  Green  Deal  scheme.  All  roofing 
contractors and suppliers will need to be involved in the Green Deal if the scheme is 
to be a success countrywide. 

11. The  NFRC  is  supportive  of  the  aims  of  the  Green  Deal.    It  believes  the  scheme 
provides  an  immense  opportunity  to  improve  the  green  credentials  of  Britain’s 
housing stock, and also to foster innovation and improvement in green products for 
both  suppliers  and  contractors.  The  Federation  believes  this  will  subsequently 
deliver progress in the development of sustainable construction techniques. Many of 
the NFRC’s associate members have already brought green roofing products to the 
market. Similarly, NFRC trade members have begun to form closer  links with green 
product suppliers, and have  increased efforts to provide green‐specific training and 
skills. 

12. While the NFRC supports the general thrust of the Green Deal scheme, it does have a 
few concerns over specific  features of  the policy. These are;  the  role of  the Green 
Deal  Assessor;  the  potential  for  increased  burden  on  roofing  contractors  – 



particularly  SMEs  –  that  may  arise  from  plans  to  introduce  Green  Deal  specific 
accreditation; and the process by which the scheme will be publicised. 
 

Green Deal Assessor 
 

13. The  NFRC  has  concerns  over  the  independence  of  the  Green  Deal  Assessor,  and 
believes more should be done to ensure that assessors act solely  in the  interests of 
the consumer. Whilst the Government has given some assurances, there still remains 
the  possibility  that  assessors  could  have  commercial  ties  to  other  parties  in  the 
Green Deal supply chain. The  legislation does not seem adequately to confront this 
possibility, and as a result  the advice offered  to consumers might be prejudiced.  If 
assessors are tied to commission deals or favour certain suppliers, it could lead to a 
mis‐selling  of  products  and  services,  and  could  even  lead  to  bias  in  the market 
towards  certain  contractors.  There  must  be  a  clear  commitment,  enshrined  in 
legislation, that Green Deal assessors provide 100% independent advice. 

 
Pre –Qualification Schemes and the Green Deal Provider 
 

14. One of the biggest problems currently facing SMEs, of which Parliament is aware, is 
the  challenge  in  the  growth  of  pre‐qualification  schemes  where  large  private 
companies  and  in  some  cases  local  authorities  run  their  own  ‘contractor  list’  and 
charge companies to belong to the list.  This means that SMEs have to join and pay 
numerous fees to get work.  The current arrangements appear to put the Green Deal 
Providers in the position where they can create their own ‘contractor list’ and dictate 
the entry rules and fees.  This would be hugely disadvantageous to SMEs and would 
distort the market. The Green Deal should  legislate against such market distortions 
and allow free access to companies that are already qualified.  

 
Consumer/Client Protection 

 
15. A key feature of government/industry cooperation over the last few years has been 

the work to protect the consumer. This has led to the formation of TrustMark (now 
approaching 20,000 companies) across all construction disciplines not just to protect 
consumers  from  rogue  traders  and  poor  workmanship,  but  also  to  provide 
recognisable  certification  for  the many  honest  contractors  who  comply  with  the 
required  industry  standards.    All  NFRC  members  are  accredited  through  the 
TrustMark  scheme  and  NFRC  sees  no  benefit  in  introducing  a  new  Green  Deal 
specific Kitemark unless it is tied to TrustMark.  Starting of a totally new system will 
be  costly  to  small  companies  and,  most  significantly,  would  slow  down  the 
acceptance and support for the Green Deal.  (TrustMark has taken 5+ years to get to 
the current numbers).  

 
Accreditation 
 

16. To  further  improve  standards  to  the  consumer/client  the NFRC  has  also  recently 
launched  a  Competent  Persons  Scheme  (CPS)  for  Roofwork,  which  will  ensure 
compliance  with  Building  regulations  via  a  comprehensive  audit  and  inspection 



regime.  It is believed that such CPS will, in future require UKAS accreditation.  Again 
this is a very costly and time consuming requirement for organisations that are vital 
to make the Green Deal work. Most  importantly,  it appears to add nothing  for the 
consumer /client that is not available already. 
 

Publicity 
 

17. It  is  vitally  important  that  the  Green  Deal  is  well  publicised.  If  consumers  are 
unaware of the benefits of the scheme, then they will not engage with it. The NFRC 
is  concerned  that  the  current PR plans  for  the Green Deal Scheme do not  include 
sufficient efforts to raise publicity of the scheme for individual consumers. This could 
lead  to  a  situation  in  which  those  who  primarily  benefit  from  the  scheme  are 
businesses, or larger organisations. The major aim of any publicity campaign for the 
Green Deal must be to focus on  informing individual households and consumers on 
the benefits of the scheme. 
 

18. In conclusion, the National Federation of Roofing Contractors is delighted to see such 
an  initiative from the Government, and believes that with some small amendments 
to the  legislation, many concerns could be allayed.   This will ensure that the green 
economy expands significantly, will be embraced by all and will play a major role  in 
the economic recovery of UK plc.  
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Written evidence submitted by the Woodland Trust 
 
The Woodland Trust welcomes the opportunity to respond to this consultation. The Trust is 
the UK's leading woodland conservation charity. We have three aims: to enable the creation 
of more native woods and places rich in trees; to protect native woods, trees and their 
wildlife for the future; to inspire everyone to enjoy and value woods and trees. We manage 
over 1,000 sites and have 300,000 members and supporters. 
 
Summary 
 

• The transition to a green economy is an essential component of the Government’s 
aspiration to be the ‘greenest ever.’ Such a transformation will support economic 
growth by stimulating investment in green technologies, furthering the pursuit of 
energy efficiency and generating a market for carbon trading.  
 

• For the UK economy to credibly be described as green, it should contribute to the 
attainment of the objectives outlined in the Natural Environment White Paper 
(NEWP) and the Biodiversity Strategy. These objectives included a major increase in 
tree planting, restoring all degraded ancient woodland sites and improving protection 
for ancient woodland. 
 

• The green economy should aim to reverse the decade long decline in the rate of tree 
planting.  The NEWP, UK Carbon Plan and the Committee on Climate Change 
reporting all highlight the economic, social and environmental benefits derived from 
woodland creation. In recognition of this there should be a presumption for woodland 
creation.  
 

• Moreover, the Government should be prepared to use the full range of fiscal and 
regulatory powers at its disposal in order to develop a benign investment 
environment in which transformative change can happen. Incentives such as the 
Woodland Carbon Code are welcome as they help ensure that environmental projects 
are economically viable. 

 
The economic, social and environmental outcomes that a green economy should 
aim to deliver, and the appropriate tools and indicators to monitor progress 
towards such outcomes; 
 

1. Climate change represents the gravest long term threat to the future of the UK’s 
woods and trees. This is one of many reasons for supporting the transformation of 
the UK’s economy into one that could credibly be described as ‘green’. A genuinely 
green economy should deliver both a reduction in the output of carbon (as 
committed to in the legally binding targets in the Climate Change Act 2008) and 
enable the UK to adapt to any unavoidable impacts that climate change modeling has 
projected.1 

 
2. The transition to a low carbon society can aid economic growth by stimulating 

investment in green technologies, furthering the pursuit of energy efficiency and 



generating a market for carbon trading. The aspiration to conserve resources and 
reduce carbon usage will also deliver cost savings by incentivising the development 
of efficient procurement practices. Efficient procurement has the ‘win-win’ of 
reducing operational costs for public, private and charitable sector organisations and 
limiting the negative environmental impacts often associated with economic 
development. To prime the green economy the Government must ensure that there 
is investment certainty as any changes to fiscal incentives hamper commercial 
interest in green technologies such as renewables.  

 
The economic, environmental and social benefits of woods and trees 
 

3. At the Trust we believe that a green economy should be capable of reversing the 
decade long decline in tree planting – it is worth noting that in the last ten years the 
rate of tree planting with native species has more than halved. The low level of new 
woodland creation is alarming as woods and trees deliver positive environmental and 
social outcomes, whilst simultaneously supporting economic growth.  
 

4. Woodland acts as a cost effective tool for absorbing carbon from the atmosphere as 
evidenced by the Read Report which argued that mixed woodlands are able to deliver 
carbon abatement at less than £25 per tonne of carbon dioxide.2 This compares 
favourably to the Committee on Climate Change analysis which considers carbon 
abatement at £100 per tonne to be good value.3 The forestry industry also provides 
a vital economic contribution by generating employment and providing a sustainable 
product which can be used in building construction or as a renewable energy source. 
As the Confor submission to the Independent Forestry Panel noted: ‘Wood is a daily 
feature of all our lives, it locks up and stores carbon, substitutes for more energy 
intensive, finite materials, replaces fossil fuels, is easily re-used/recycled and 
supports tens of thousands of jobs across England. It is increasingly valued as a 
commodity that supports the sustainable management of forests, which, in turn, 
supports the delivery of other benefits.’4 
 

5. The Government’s Carbon Plan highlighted the benefits of woodland creation in both 
removing carbon from the atmosphere and providing ecosystems services.5 
Similarly, the latest Committee on Climate Change report into the Government’s 
progress in meeting its climate change obligations noted the many benefits of 
planting trees.6 The Government has accepted the recommendations of the 
Committee on Climate Change and the ambitious carbon reduction targets in the 
Climate Change Act 2008. Tree planting needs to be a key part of the policy tools 
used to meet these targets because trees both absorb carbon and provide other 
societal benefits such as flood alleviation, natural green spaces and habitats for 
wildlife.  
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6. Meanwhile the National Ecosystem Assessment noted that the natural environme

remains under threat as it is less diverse and more fragmented than sixty years 
ago.7 Creating new native woodland is an important action in reversing this decline 
as woods and trees provide habitat for wildlife, help regulate water flow and quali



prevent soil erosion and regulate climate.  Scientific research demonstrates that 
increasing tree cover in urban areas by 10% reduces surface water run-off by almost 
%.8  
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7. Woodland creation also supports productive agriculture by adapting farming systems 
to the threats of climate change, generating income through timber sales, managing 
surface water and sedimentation runoff to water courses; and supporting pollina
insects and soil conservation.  It is estimated that protecting pollinating bees is 
worth between £120-£200 million per year,9 whilst trees provide shade and sh
for livestock. There is quite simply a compelling economic and environmental 
rationale for encourag
a
 

8. In a tough economic climate woodland creation can also offer genuine value fo
money to local authorities. A recent report, Trees or Turf, demonstrated that 
managing woodland is a more cost effective regime compared to intensively mown
grasslands.10 Indeed, this was a conservative estimate of the cost savings as the 
figures in the report did not include the eco
a
 

9. Accessible green space also contributes to the attainment of the social objectives a 
green economy should aspire to deliver. The Office for National Statistics inquiry into
alternative measures of national progress discovered notable public support for the 
notion that accessible g
h
 

10. Moreover, access to nature saves money.  If just 1% of the 2.5 million peo
incapacity benefit in Britain adopted healthier lifestyles it would deliver 
significant cost savings. The cost to the Exchequer of inactivity is around £13 
billion and £11 billion to industry per year. Over a third of people are on benefi
because of mental health problems or muscular or skeletal disorders – both of 
which can respond to tailored physical activity programmes. Assuming just one 
per cent of people on incapacity benefit could be helped back into the workplace 
through active lifestyles, it would save the country £67 million a year as 
h
 

11. Trees and woodland are a particularly valuable type of green space as they 
encourage exercise, help reduce the mental stresses of modern society and enhance 
air quality by reducing the incidences of respiratory diseases. Woodland can improve 
public health outcomes thereby saving millions in costs. Around £110 billion i
each year in the UK on healthcare, equal to 8.5% of all income. It has been 
estimated that if every household in England had good access to quality green 
spaces such as woodland it could save around £2.1 billion annually.13 Creating new
accessible woodland offers a variety of benefits to society as well as delivering on 
economic and environmental objectives. This links directly into the green economy 
by providing better places for people to live and work, which in
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ction and restoration aspirations in the Natural 
Environment White Paper (NEWP). 14 
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ral habitats for 
the public to enjoy. This standard aspires to the following targets: 

00m from at least one area of accessible 
woodland of no less than 2ha in size; 

 woodland of no less than 
20ha within 4km (8km round trip) of people's homes. 

 
12. Woodland creation is, as the evidence illuminates, a vital component in the green 

economy. One welcome development is the launch of Woodland Carbon Code. This 
was developed by the Forestry Commission in partnership with a group of exp
from industry, including the Woodland Trust. This code provides a consistent 
framework for the provision and management of woodland carbon projects; and
offers clarity and transparency to those businesses and individuals investing in 
woodland creation as a means of removing carbon. Projects certified under the 
must be publicly registered and independently verified. The code marks a step 
change as carbon captured by certified projects can be accounted for in the 
greenhouse gas reporting produced by businesses, thus rewarding tree planting as a 
means of removing carbon from the atmosphere. Mandatory reporting (at the minu
the code is voluntary) of GHG emissions and abatement by companies would also 
ensure that any carbon ‘credits’ generated through woodland creation activity are
accounted for and thereby hi
c
 

13. Not only is it necessary to prime new planting through initiatives such as the 
Woodland Carbon Code, the Government must also offer leadership by setting a long
term woodland creation target against which progress can be monitored. The Trust 
believe, that as part of creating a green economy, the Government should commit to 
an annual tree planting rate of 15,000 ha across the UK, the restoration of all anc
woodland previously damaged by the planting of non-native conifers and furnish 
ancient woodland with additional legal protection. Such commitments would progress 
the welcome woodland creation, prote

 
14. There is also more to be achieved in regard to providing accessible woodland for 

people to enjoy. In partnership with the Forestry Commission, the Trust developed 
an indicator for measuring the amount of accessible woodland. The Woodland Access
Standard, based on wide ranging research and surveys of public opinion, is tailor
to compliment other accessible natural green space standards.15 The Woodland 
Access Standard should be adopted as a measurement of the success of the green 
economy in supporting social objectives such as the creation of natu
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15. There are a number of obstacles that frustrate progress towards the green e

Woodland creation is a good example as significant barriers exist for those 
organisations and individuals who may be considering investing in woodland 
creation. The nature of the investment – often high capital costs that are repaid in 
the longer term with a low rate of return – can dissuade potential investors as can 
the risk of land devaluation and the initial cost of establishing and maintaining the 
trees. Sometimes the beneficiaries of the expenditure are not always those delivering 
the upfront investment.  For example a private company planting trees may find that 
the most significant health savings are made by the NHS rather than inside their own
organisation. Moreover, the complex nature of the current support mechanisms ca
act as a disincentive for investors and those prepared to plant trees on their own
land.  To reverse the decade long decline in tree planting it will be necessary to 
ensure that the private sector is rewarded when its commitment to tree planting 
delivers on public policy. As such the Woodland Carbon Code and associated new
greenhouse gas reporting guidelines should be welcomed as a means of funding 
woodland crea

 
16. The manner of the UK government’s implementation of the Kyoto protocol has also 

created a barrier to tree planting. The agreement gives each signatory a target for 
limiting or reducing emissions expressed as levels of allowed emissions or ‘assigned 
amounts’. Signatories to the protocol can generate credits for activities that absorb 
carbon from the atmosphere such as woodland creation. At present the Government 
includes grant-funded woodland creation in its UK greenhouse gas reporting mea
that private investors are unable to use domestic forestry as a carbon offset. By 
retiring its claim to the Assigned Amount Units (AAUs) for domestic forestry the 
Government will help stimulate the type of private sector invest

 
17. Another barrier to the green economy is the complexity of the Common Agricul

Policy (CAP). For example, the Woodland Grants Scheme supporting new tree 
planting is paid through the Rural Development Regulation; the environmental pi
of the CAP. As part of the EU requirements to monitor and regulate the use of 
European funding the scheme can be highly bureaucratic, requiring a number of 
processes to be completed before any payments are passed to the landowner. The 
full process can take a year to complete before any work can be commenced. Such a
level of bureaucracy is often cited by many small woodland owners as the pri
barrier to woodland management and creation. It is therefore welcome that 
Government committed itself to: ‘carry out a full review of how we use advice and 
incentives for farmers and land managers, to create a more integrated, streamli
and efficient approach that is clearer for farmers and land managers and yields 
better environmental results.’16 Such a review should identify th
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 mechanisms such as green bonds, green ISAs 
and green investment debt funds.18 

e green economy? 
ould ‘greening’ the economy deliver the outcomes needed?; 

 

opment 

undermining the ability of the planning system to protect our green heritage.  

fo
 

18. For a green economy to be achieved all departments across Whitehall must sup
and help deliver the objectives Defra has outlined in the NEWP. Protecting our 
natural capital is, as the NEWP points out, essential to the success of the UK’s lon
term environmental ambitions. The proposal to form a natural capital committe
reporting directly into the Treasury is welcome as this should help ensure that 
Whitehall is able to measure its environmental impacts whilst designing policies to 
empower the private sector to manage its own footprint. Perhaps most importantly 
the Treasury should set a high environmental threshold when deciding u
to offer a government department or agency public funding. Such high 
environmental standards at the very heart of government would

 
19. The Treasury has an important role in influencing the shape of the economy through 

the tax system. In the Coalition Agreement the Government committed to ensuri
that a high proportion of the Treasury’s tax revenue was generated from green 
taxes.17 The Government should use the tax system to incentivise environmental 
’goods’, such as rewarding new woodland creation, as well as punishing ‘bads’ l
pollution. Such a policy could support the Woodland Carbon Code in offering a 
powerful economic incentive for investing in woods and trees. Reshaping t
system is an important commitment because it signals to the mark
G
 

20. Moreover, the Green Investment Bank should accelerate the transition to a low 
carbon economy. Its objectives need to be broad enough to finance both engineerin
solutions such as renewables and the delivery of green infrastructure priorities like 
woodland creation. In a previous memorandum to the Committee the Trust outlined 
how this could be taken forward with

 
What tensions might there be between economic growth and th
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21. Occasionally there are tensions between economic development and environmental
protection. The draft National Planning Policy Framework being consulted upon by 
the Government is one example where a lowering of the threshold for devel
may have profound long term implications on environmental objectives by 



 
22. Environmental protection and sound economic policy often go hand in hand.  High

Speed Rail is projected to destroy or damage some of our most precious natural 
habitats such as 21 ancient woods. Meanwhile the economic case for 

 

the project has 
been criticised by the IEA,19 the NEF20 and the Taxpayers’ Alliance.21 
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The policy and institutional ‘framework’ required to create the right conditions fo
the green economy to thrive, and whether the Government’s forthcoming Green
Economy Roadmap provides this 
v
 

23. Empowering the Treasury to account for the impact of public policy on the natural 
world is a welcome innovation.  For the Government to deliver on its environme
mandate Public Service Agreements need to incentivise all depa

 
24. Perhaps most importantly the Government has the power to set the regulatory, fiscal 

and tax structures which will empower the transformation towards a green ec
In practice this might mean the Government protects incentives such as the 
Renewable Heat Incentive to ensure that there is investment certainty in green 
technology, that the tax system rewards activities such as woodland creation where 
this delivers on public policy objectives and that the regulations such as the planni

 
Priorities for action, including those s
th
 

25. For the Government to deliver on its environmental policies there needs to be a lo
term target in place to offer transparency whilst also allowing for the appropriate 
incentives to be developed. Woodland creation is a good example where a target a
incentives are needed to deliver on the Government’s desire to see the decline in 
tree planting reversed. As has been shown, woods deliver a wide range of b
particularly in relation to the meeting of climate change objectives and the 
enhancement of public health. Despite this, the UK is one of the least wooded 
regions in Europe with coverage averaging 13% compared to 44% across Europe.  
The Government should commit to a UK target of 15,000ha per annum so as to set a 
firm ambition following the welcome support for woodland creation in the NEWP. A
means of attracting investment, the Government should provide additional fiscal 
incentives to support those in the Woodland Carbon Code. This type of investment 
certainty allows businesses and landowners to invest with the assuranc



 
 
The role of consumers, businesses, non-government organisations, and 
international bodies in delivering, and stimulating demand for, a green economy; 

demand 

an 

artners who invest in our priorities as this helps deliver on their CSR objectives.22 
 

sely resemble a green economy exist elsewhere 
at the UK should aspire to; and 

27. No comment. 

eliver a the global green economy (a theme of the June 2012 Rio Summit). 

sues 

 prevent the importation of timber that has 
been acquired through illegal logging.  

 

 
 

 
26. Consumers, businesses and non-governmental organisations will all play a vital role 

in delivering the green economy. Consumers are clearly pivotal in creating 
for certain types of products, the private sector has a role in managing its 
environmental footprint when producing and selling products and non-government 
organisations can champion best practice in both the public and private sector. As 
example, the Woodland Trust benefits from the support of a number of corporate 
p

 
Whether any models that more clo
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How the UK’s policies to deliver a green economy relate to actions needed to 
d
 

28. Rainforest protection and climate change mitigation are two key environmental 
priorities for the international community. For the UK to be authoritative on the 
world stage, the Government must demonstrate leadership on both of these is
at home. This means protecting our UK’s equivalent to the rainforest, ancient 
woodland, and mitigating climate change by reducing energy consumption and 
removing unavoidable carbon emissions through initiatives such as tree planting.23 
The Government must also consider the UK’s global impact and act accordingly. For 
example tighter controls should exist to
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Written evidence submitted by the Royal Society for the Protection of Birds  

Summary 

• Green is not synonymous with Carbon. Natural capital must be the foundation of a 
green economy.  Reducing carbon emissions is important but it is only part of the 
story.  

• Industries directly dependent on natural capital and natural services, such as 
agriculture, conservation, and nature‐based tourism, support significant levels of 
economic activity and employment. Preserving and enhancing levels of biodiversity 
and ecosystems services will be integral to maintaining and increasing the role these 
industries have within the economy.  

• Consequently, the UK Government’s vision for a green economy should help achieve 
and have explicit links to its commitment to halt the loss of biodiversity in the UK by 
2020. 

• The Governments new Roadmap to a Green Economy fails entirely to incorporate the 
findings of the National Ecosystem Assessment, and the ambitions of the NEWP.  It 
does not provide a holistic approach to achieving the UK Government’s 
environmental targets or a vision for sustainable growth. 

• Better accounting for natural capital and the correction of market failures at all levels 
will facilitate greener and more sustainable action from the private sector, with 
greater recognition throughout the economy of the benefits that people receive from 
nature.  

• Action to address the market failures must be driven by sustainable development 
objectives. The UK Government’s Sustainable Development (SD) strategy established 
the twin goals of living within environmental limits and providing a just society by 
means of good governance, sound science and sustainable economy. These 5 
principles must be at the core of government’s policies at all levels.   

• The excessive degradation of our natural environment is largely a consequence of 
market failure, which the UK Government must act to address now. A greater use of 
regulatory and fiscal interventions is required than is currently laid out by the 
Roadmap.  

• The Green Investment Bank should be given powers to borrow as soon as possible, 
to maximise the role it can play in stimulating private investment in the Low‐carbon 
and Environmental Goods and Services Sector.  

• A clear, consistent, and joined‐up approach to policy is required to give businesses 
and investors the confidence to drive the wrenching transition required. 

• The EAC should advance the broader debate surrounding the fundamental issue of 
whether economic growth can in fact be sustained indefinitely.  



Introduction 

1. The RSPB is Europe’s largest wildlife conservation charity. We have over a million 
members, the support of over 16,600 volunteers and manage 200 nature reserves 
covering over 143,000 hectares, home to 80% of our rarest or most threatened bird 
species. Internationally, the RSPB is part of the Birdlife Partnership and are involved 
in numerous conservation projects including three large scale tropical forest and 
peatland restoration projects.  

2. The RSPB welcomes the statement of intent from the UK Government in setting out a 
roadmap for the transition to a Green Economy. A cross‐departmental approach to 
making growth more sustainable is a timely response to both the economic and 
environmental pressures being felt across the UK. 

3. A broader but related issue to this debate, which the RSPB feels the EAC should 
address directly, is the question of whether economic growth is in fact compatible 
with sustainability. The strain being placed on the environment by human 
consumptive activity has already highlighted limits for our continued existence, for 
example, in the levels of greenhouse gasses we can release into the atmosphere. In 
the wake of the global financial crisis, more emphasis must be placed on the 
questions of whether economic growth should be such a prominent measure of 
prosperity in our society, and whether the continued push for growth is in fact in 
conflict with prosperity in the longer‐term.     

The Green Economy and the Low Carbon and Environmental Goods and Services 
(LCEGS) sector 

4. In 2009, the (LCEGS) industry was estimated to be worth £3,046 billion globally, 
£106.5 billion of which is made up by the UK market, supporting 881,000 jobs.1 The 
size of the UK market is expected to grow to £224 billion by 2020.2 There is a 
significant opportunity for the UK to be a leader in this global market. Developing a 
comparative advantage in the technology and manufacturing requirements of the 
LCEGS industry would deliver huge gains to national output, driving sustainable 
export‐led growth, whilst also contributing to the UK Government’s environmental 
commitments.  

5. However, last year the UK slumped from being third in the world in terms of 
investment in green growth, to only 13th place, ranking behind countries such as 
India and China. Total investment in renewables in the UK fell 70% from $11 billion 
to $3.3 billion, driven largely by a decline in offshore wind investment.3  

                                                            
1 Innovas, 2009, Low Carbon and Environmental Goods and Services: an Industry Analysis, for the department 
of Business, Enterprise, and Regulatory Reform. 
2 Environmental Industries Commission (EIC), 2011, Driving growth and competitiveness in the UK’s Green 
Economy 
3 The PEW Charitable Trusts, 2011, Who’s winning the clean energy race 2010. 



6. More action is needed from the UK Government to provide the necessary conditions 
for this industry’s development. The RSPB supports recent recommendations 
outlined by the Aldersgate Group4 and Environmental Industries Commission5, 
around the use of regulatory and fiscal incentives to bring about the required 
investment in green technology and infrastructure from the private sector.  

7. It is important, as urged by the EAC itself,6 that the Green Investment Bank is given 
the powers to borrow as soon as possible, and that sufficient public funds are used 
initially to maximise the potential funds leveraged by the Bank from the private 
sector. 

8. Clear, consistent, and holistic policy in relation to low‐carbon enterprise in the UK 
will also lead to greater confidence and certainty within the sector, facilitating greater 
investment. 

Biodiversity, ecosystem services, and the economy 

9. Effecting the transformation required to achieve a low carbon economy is critical, but 
the transition to a Green Economy can not simply be restricted to enhancing the 
value of the LCEGS sector.  

10. The green economy concept must incorporate environmental sustainability more 
completely across all sectors. Ultimately the ways in which the natural environment 
and natural resources underpin activity across the economy must be systematically 
incorporated into decision making. 

11. The RSPB believes that both the Government’s Green Economy Roadmap (Enabling 
the Transition to a Green Economy), and the corresponding priority of the DEFRA 
Structural Reform Plan (3.Support a strong and sustainable economy, resilient to climate 
change) fail to recognise the role of biodiversity, natural capital, and natural services 
in underpinning economic activity. 

12. The recent findings of the UK National Ecosystem Assessment (NEA) emphasise the 
role Ecosystems Services (ES) play in supporting and enhancing the economy. The 
protection of the natural environment is not only important for wildlife and the 
communities who directly enjoy it. The UK National Ecosystem Assessment recently 
revealed that nature is worth billions of pounds to the UK economy.  

                                                           

13. A key conclusion from the NEA is that when we properly account for nature’s value, 
it frequently makes economic sense to conserve it. For example, insect pollination in 
the UK, a regulating service that is currently unaccounted for by existing markets 
and the economic system, is estimated to be worth £430 million per annum to the 
agriculture industry. However, the industry continues to use inputs, such as some 

 
4 Aldersgate Group, 2010, Greening the Economy: A strategy for growth, jobs and success. 
5 EIC, 2011, Driving growth and competitiveness in the UK’s Green Economy.  
6 Environmental Audit Committee, 2011, The Green Investment Bank: Second Report of Session 2010–11. 



pesticides, which pose a threat to pollinators, and consequently undermine this 
ecosystem service.  

14. Recent evidence in the NEA and The Economics of Ecosystems and Biodiversity 
(TEEB) report have lead to a step change in our understanding of how biodiversity 
and ES underpin our livelihoods, and our economy. The RSPB believes that a 
corresponding step change is needed in the UK Government’s policy approach, and 
that the Green Economy concept has the potential to be the vehicle through which 
the necessary transformation occurs.  

Key themes of this inquiry 

The economic, social and environmental outcomes that a green economy should aim to deliver, and the 
appropriate tools and indicators to monitor progress towards such outcomes; 

15. UNEP defines a green economy as “one that results in improved human well‐being 
and social equity, while significantly reducing environmental risks and ecological 
scarcities.”7 This should involve a sustainable approach to the management of 
natural capital, ES, and biodiversity which ultimately underpin human well‐being 
and economic activity.  

16. Ultimately, a green economy help achieve the UK Government’s commitment to halt 
the loss of biodiversity in the UK by 2020, as well as the UK’s carbon commitments, 
such that economic policy acknowledges the connections between ES and economic 
activity, and reflects the challenges to growth posed by environmental limits.   

17. The most appropriate tools to effectively achieve desired outcomes will involve 
intervention from governments, to correct market failures, provide policy certainty 
and ensure that the private sector accounts for negative externalities that affect 
society as a whole. 

The nature of any barriers preventing the transition to a green economy; 

18. Ultimately, these barriers will differ from sector to sector, and consequently 
stimulating green investment will require differing interventions across different 
industries. However in general, it can be said that the major over‐riding barrier to 
achieving a truly green economy is the prevalence of market failure in relation to the 
environment. Without a step change in our economic system, significant government 
intervention will be required to ensure that damages to public goods are taken into 
account in private decision making.  It is clear that a wrenching transformation is 
required to our economy if we are to achieve our carbon and biodiversity targets.  
Markets aligned with voluntary initiatives will not come close.  Political will is, 
perhaps, the major issue.  

                                                            
7 UNEP, 2011, Towards a Green Economy: Pathways to Sustainable Development and Poverty Eradication ‐ A 
Synthesis for Policy Makers, www.unep.org/greeneconomy. 



The approach required to deliver a green economy, and the aspects of the current economic model that 
require development, eliminating and/or new approaches found. What tensions might there be 
between economic growth and the green economy? Would ‘greening’ the economy deliver the 

outcomes needed?; 

19. The United Nations Environment Programme (UNEP) contend that “perhaps the 
most widespread myth is that there is an inescapable trade‐off between 
environmental sustainability and economic progress. There is now substantial 
evidence that the “greening” of economies neither inhibits wealth creation nor 
employment opportunities, and that there are many green sectors which show 
significant opportunities for investment and related growth in wealth and jobs. A 
caveat, however, is that there is a need to establish new enabling conditions to 
promote the transition to a green economy, and this is where urgent action is 
required of policy makers around the world”.8 The RSPB agrees with this in relation 
to certain sectors, especially the LCEGS sector, where there are clear potential win 
wins from stimulating green investment.  

20. However, for many industries, such as agriculture and transport, there may be more 
challenges in de‐coupling growth from environmental damage. More work is needed 
to ascertain what trade‐offs and tensions might arise. 

The policy and institutional ‘framework’ required to create the right conditions for the green economy 
to thrive, and whether the Government’s forthcoming Green Economy Roadmap provides this 

framework. Does the Roadmap deliver a clear vision of the green economy?; 

21. No. The current Roadmap falls woefully short of detailing how the UK will 
transition to a Green Economy for a number of reasons. Firstly, it lacks a clear vision 
of what goals a Green Economy will seek to achieve. Interpretations of a Green 
Economy vary considerably, and without clear overarching aims, specific targets, 
and a holistic policy approach, the initiative will make no discernable change from 
‘business as usual’. 

22. Furthermore, it lacks detail around sectors across the economy that have crucial links 
to the environment, such as agriculture, water, conservation and tourism. All of these 
industries are intimately dependent on the quality of the environment, and the goods 
and services it provides.  The most recent studies into the environmental economies 
of UK countries show that a total £27.5 billion of output and almost 750,000 Full‐
Time Equivalent jobs in the UK are underpinned by the natural environment.9 For 

                                                            
8 Ibid 
9 DEFRA, 2004, Revealing the value of the natural environment in England; 
Bilsborough and Hill, 2003, Valuing Our Environment: The Economic Impact of the Environment of Wales: 
Technical Summary, for the Valuing the Environment Partnership; 
Department of Environment Northern Ireland, 2007, Valuing Our Environment: The Economic Impact of the 
Environment in Northern Ireland; 



example, in England in 2004, almost 300,000 jobs were supported by the natural 
environment, through industries such as agriculture, forestry, fisheries, conservation, 
and tourism.  

23. Nature‐based tourism in particular is an important sector, supporting 192,000 FTE 
jobs and £5 billion GVA in England in 2004. Spending on visits to the natural 
environment in England was estimated to be £20 billion in 2009/2010, 10 with trips 
taken to the natural environment increasing 10% over the past 10 years despite 
tourism as a whole declining by 10%.11 Spending brought to Scotland from nature‐
based tourism in 2010 was estimated to be £1.4 billion.12  

24. A major omission from the roadmap has been it failure to incorporate the findings of 
the NEA and the ambitions of the recent Natural Environment White Paper (NEWP).  

25. Lastly, we were disappointed to read that “The government will increase the 
proportion of tax revenue accounted for by environmental taxes” in the Coalition’s 
‘Programme for Government’ was phrased in the roadmap with the addition 
“...regarding measures to maximise opportunities for green growth in the UK”. Fiscal 
policy, whilst being a useful tool to stimulate alternative green growth, should not be 
restricted to this, ultimately being one of the key tools government has at its disposal 
to ensure that markets deliver the best outcome for society, not simply growth.   

Priorities for action, including those sectors of the economy crucial for creating the conditions for a 
green economy; 

26. The newly created Green Investment Bank is an opportunity to leverage further 
private investment in environmental industries. The scale of investment 
needed for the UK to meet its 2050 carbon emissions reductions commitments 
is unprecedented, with most estimates ranging between £200 billion and £1 
trillion over the next 10‐20 years. Traditional sources of capital for investment 
in green infrastructure can only provide £50 to £80 billion up to 2025, leaving 
a funding gap running into hundreds of billions of pounds.13  

27. Certainty for the renewable and low‐carbon energy sector is a requirement if 
it is to attract the investment it requires. The Government’s review of the FIT 
and subsequent reductions in solar tariffs has undermined industry 
confidence and scuppered solar schemes across the country. Furthermore, 

                                                                                                                                                                                         
Scottish Natural Heritage, 2009, Valuing our Environment: The Economic Impact of Scotland’s Natural 
Environment. 
10 Natural England, 2010, Monitor of Engagement with the Natural Environment: The national survey on people 
and the natural environment: Annual Report from the 2009‐10 survey. 
11 Natural England, 2011, Monitor of Engagement with the Natural Environment (MENE): Comparison of MENE 
and England Leisure Visits Survey 2005. 
12 Scottish Natural Heritage, 2009, Valuing our Environment: The Economic Impact of Scotland’s Natural 
Environment. 
13 Environmental Audit Committee, 2011, The Green Investment Bank: Second Report of Session 2010–11. 



Government is sending inconsistent and worrying signals to investors about 
the long‐term future of renewable energy. This is reflected in the Energy 
Market Reform proposals, which have failed to put forward a post 2020 vision 
and target for renewable energy, and have introduced an Emission 
Performance Standard that is too high to affect new gas power plant and that 
is grandfathered, so that it will act more as a long‐term permit to pollute new 
fossil fuel plant. Delivering a green economy needs long‐term certainty from 
Government; this needs to be addressed urgently. 

The role of consumers, businesses, non‐government organisations, and international bodies in 
delivering, and stimulating demand for, a green economy; 

28. The role of businesses and NGOs are also important in helping to deliver for the 
environment. NGOs should seek to form more innovative partnerships with 
business, and businesses likewise look to identify win‐wins for growth and the 
environment. Voluntary Corporate Social Responsibility also has a significant role to 
play.  

29. However, it must be recognised that in a free‐market economy, the decisions of 
producers are driven by profit and risk, and as such will require policy interventions 
in many cases where externalities exist that prevent business incentives being 
aligned with sustainable growth across the UK. 

How the UK’s policies to deliver a green economy relate to actions needed to deliver the global green 
economy (a theme of the June 2012 Rio Summit). 

30. Rio+20 should be about sustainable development and how greening the economy can 
help.  The concept of sustainable development has been corrupted through terms 
such as ‘sustainable economic development’, ‘sustainable growth’ and now green 
economy.  We believe sustainable development means respecting environmental 
limits and reflecting the value of ecosystem services in decision making.  We also 
believe, like Stern, the TEEB and NEA, that doing so makes good environmental 
sense. The UK can share its laudable plans for measuring natural capital and 
developing a national wellbeing metric. A transition to a green economy at whatever 
scale will require a major transformation in investment, production and 
consumption patterns.  Virtually all sustainability success stories have a common 
denominator – the use of simple, numerical, verifiable targets.  Domestic policy 
needs them, so do transnational agreements. 

 
26 August 2011  



 

 

Written evidence submitted by WWF-UK 
 
 
 
1. Summary 
 
1.1 Definition, outcomes and indicators: a green economy should deliver three main 
outcomes: ensuring mankind’s ecological footprint is sustainable; maintaining and enhancing 
natural capital, biodiversity and ecosystem services; and improving human wellbeing and social 
equity. We urge the international community to adopt a credible set of indicators to measure 
progress towards each outcome at both national and global levels.  
 
1.2 Green economy and economic growth: economic stability and growth is fundamentally 
dependent on the availability of natural resources and ecosystem services. If economic activity 
undermines natural capital, and depletes natural resources at unsustainable rates, growth may 
increase over the short term, but medium and long-term growth prospects will be jeopardised. 
 
1.3 Current patterns of growth are unsustainable but that does not mean growth and 
environmental sustainability are necessarily incompatible. It is theoretically possible to 
‘dematerialise’ economic growth such that GDP continues to rise while much greater levels of 
resource efficiency and productivity enable overall resource use and environmental impact to 
decline in absolute terms – so-called ‘absolute decoupling’. In practice this will require major 
economic, technological and social changes that together constitute a huge political challenge. 
 
 
1.4 Barriers to the transition to a green economy include: environmental costs are often not 
reflected in prices and decision making; short-term decision making in business and 
government; pursuit of narrow national self-interest precludes global co-operation and 
agreements; misdirected public spending; inadequate policy making tools; and a lack of political 
will stemming from lack of sufficient popular support for policies that are perceived to harm 
immediate material concerns.  
 
1.5 Solutions for the transition include: a shift in the tax system towards resources and 
pollution and away from employment, with corresponding measures to protect low-income 
groups; new incentives for investment in natural capital, such as equitable payments for 
ecosystem services; financial market and corporate governance reforms to promote sustainable 
investment and longer-term thinking in business; promoting alternative ownership models such 
as social enterprises, mutuals and co-operatives; improved accounting for environmental and 
social costs and benefits in policy appraisal; greener public spending and procurement; and 
promoting a cultural shift towards sustainable lifestyles.  
 
1.6 UK Government approach to green economy: we welcome the publication of Enabling 
the transition to a green economy (the ‘green economy roadmap’), which is a useful 
communications tool for business. However we were disappointed that this did not include 
significant new policy commitments and we remain concerned that core economic policy, such 
as the Plan for Growth, is insufficiently green. We are also concerned that the Government’s 
institutional framework for sustainable development has been weakened and that this will hinder 
the transition to a green economy.   
 
1.7 WWF recommends the UK Government: 
 
• Mainstreams green economy policy by putting an ambitious green growth strategy at the 

centre of government plans to foster a sustainable economic recovery, e.g. in the second 
phase of the Growth Review; 

 
 



• Prioritises government action for those sectors of the economy that can support both growth 
and sustainability of the UK economy, e.g. renewable energy and energy efficiency sectors; 

 
• Adopts a credible set of green economy indicators and targets to guide policy making, as 

part of a much more transparent and coherent national framework for assessing government 
performance; 

 
• Commits to reducing the impact of UK consumption on overseas ecosystems, adopting a 

strategic approach to this; 
 
• Makes a significant shift to a greater proportion of green taxation (e.g. from the current 8% 

to 10% by 2015, and 14% by 2020), with measures to protect low income groups; and 
 
• Provides leadership within the EU, G20 and Rio 2012 processes to promote ambitious 

multilateral targets and commitments for the transition to a global green economy. 
 

2. Green economy definition, outcomes and indicators 

 
2.1 Definition of green economy: for WWF, a green economy is an economy which ensures 
people and nature thrive; it would improve the condition of the natural world, and ensure 
wellbeing for all people. A number of definitions have been proposed, none of which is 
universally accepted. UNEP’s view is that a green economy delivers ‘improved human well-
being and social equity, while significantly reducing environmental risks and ecological 
scarcities’.1 This is useful, although we would like to see the need to enhance natural capital 
and biodiversity more explicit.  
 
2.2 WWF is a member of the Green Economy Coalition (GEC)2, a group of over twenty 
international civil society organisations promoting action at global and national levels, under the 
overarching vision of ‘prosperity for all within one planet limits.’  According to the GEC, ‘a green 
economy is not just one that invests in the sustainable management of key resources and 
natural capital, rather, it is one that invests in the natural world in order to build an economy that 
explicitly pursues wellbeing for all.’3 At WWF, our vision of a ‘One Planet Economy’ is one which 
ensures people and nature thrive within the resources and ecological boundaries of our one 
planet.  
 
2.3 Importantly, these conceptions of a green economy include a human wellbeing and social 
equity dimension. Other interpretations of the concept, notably those of the UK Government, 
OECD and European Commission, focus on the environmental dimension, while asserting that 
a green economy needs to be consistent with separate social goals. We believe this fails to 
acknowledge the essential dependence of human wellbeing on ecosystem health. It may also 
hamper global political will for the need to shift to a green economy.4 
 
2.4 We reject interpretations of the term ‘green economy’ limited to those industries involved 
directly in the provision of environmental goods and services, and agree with the UK 
Government that ‘a green economy is not a sub-set of the economy at large – our whole 
economy needs to be green.’5 
 

                                                        
1 UNEP 2011. Towards a Green Economy: pathways to sustainable development and poverty eradication 
2 Members of the Green Economy Coalition include WWF, International Institute for Environment and Development, UNEP’s Green 
Economy Initiative, International Union for the Conservation of Nature, International Institute for Sustainable Development, 
International Trade Union Confederation, Consumers International, Global Reporting Initiative and others, see 
http://www.greeneconomycoalition.org/  
3 Green Economy Coalition August 2011 newsletter 
4 For example the G77 have been resistant to the term green economy because the social equity dimension is not explicit. 
5 HM Government, 2010, Enabling the transition to a green economy 

http://www.greeneconomycoalition.org/


2.5 Indicators: There is as yet no definitive, agreed set of indicators for a green economy or 
sustainable development. We encourage the international community to agree on such a 
framework through existing policy processes (e.g. Rio 2012, G20, World Bank Wealth 
Accounting and Valuation of Ecosystem Services initiative and UN system of standard national 
accounts). These processes should be inclusive, engaging a wide range of stakeholders and 
experts. Although international agreement on this would be a huge step forward, if it is not 
forthcoming, this should not delay the adoption of credible frameworks at regional (e.g. EU) and 
national levels.   
 
2.6 Possible indicators to measure progress towards each of the three outcomes are set out 
below. Some indicators apply to more than one outcome. We also suggest that it is 
meaningless to have indicators without targets: even if trends are going in the right direction, the 
rate and scale of change will determine whether or not key ecological thresholds and tipping 
points are reached.  Indicators and targets must also guide core economic policy making from 
the outset rather than simply assess retrospectively the cumulative impact of policies.  
 
 
 
 
Ensuring mankind’s 
footprint is sustainable: 

Maintaining and enhancing 
natural capital and 
ecosystem services: 

Improving human wellbeing 
and social equity: 

Global and national level:  
• Greenhouse gas emissions 

(production and 
consumption) 

• Ecological footprint / 
Material flows (biomass, 
abiotic resources etc) Tool: 
REAP and EUREAPA.6 

• Water footprint 
•  
 

Global oversight of nine 
planetary boundaries:7  
• Climate change 
• Biodiversity 
• Ocean acidification 
• Water footprint 
• Land use change 
• Nitrogen/Phosphorous 
• Chemical dispersion 
• Aerosol loading 
• Ozone layer 
 
Global and national level 
indicators: 
• Stocks of natural capital 
• Flows of ecosystem services 
• Monetary value of changes 

in natural capital 
• Deforestation rate 
• WWF’s Living Planet Index 

of species populations 

Global level: 
• Millennium Development 

Goals 
• Income distribution (e.g. 

Gini coefficient) 
 
National level: 
• Median income 
• Income distribution (Gini co-

efficient) 
• Human Development Index 
• Index of Sustainable 

Economic Welfare 
• Unemployment rate 
• Under-Five Mortality Rate 
 

 
2.7 We welcome the UK Government response to the 2009 report of the Commission on the 
Measurement of Economic Performance and Social Progress, which was commissioned by 
President Sarkozy and led by Joseph Stiglitz, Amartya Sen and Jean-Paul Fittousi. The UK 
Government has committed to measuring national wellbeing, and including natural capital in the 
national environmental accounts. The Prime Minister has also made welcome statements about 
the insufficiency of GDP as a measure of progress. We recommend these initiatives are pulled 
together into a transparent, coherent framework for measuring progress and assessing overall 
government performance, towards the overarching goal of sustainable development.  
 

                                                        
6 REAP: Resources and Energy Analysis Programme – http://resource-accounting.org.uk/  
7 A team of researchers led by Johan Rockström at the Stockholm Resilience Centre have attempted to quantify the safe biophysical 
boundaries outside which the Earth System cannot function in a stable state – the state in which human civilizations have thrived. 
Read their 2009 academic paper here. 
 

http://resource-accounting.org.uk/
http://www.stockholmresilience.org/download/18.8615c78125078c8d3380002197/ES-2009-3180.pdf


3. Green economy and economic growth 

3.1 Economic stability and growth is fundamentally dependent on the availability of 
natural resources and ecosystem services. If economic activity undermines natural 
capital, and depletes natural resources at unsustainable rates, growth may increase over 
the short term, but medium and long-term growth prospects will be jeopardised. 
Environmental degradation imposes significant economic costs – for example, extreme weather 
events, crop failures, soil degradation, water over-abstraction and pollution, all have severe 
economic and social consequences. Evidence that the transition to a green economy will 
reduce costs and boost growth in the long term is provided by the Stern Review on the 
economics of climate change, the Economics of Ecosystems and Biodiversity (TEEB) initiative 
and UNEP’s Green Economy report. 
 
3.2 However, the transition to a green economy is capital-intensive, with high up-front costs for 
renewable energy systems, smart grids, energy efficiency, protecting forests etc, paying 
dividends over the medium and long term. This presents a fundamental challenge for both 
markets and governments, which operate in a context where performance is measured over 
shorter timeframes. A shift to longer-term decision making will be required to ensure the political 
and economic viability of sustainable solutions. 
 
3.3 WWF-UK acknowledges the validity of the debate on whether economic growth (in terms of 
increasing GDP) is ultimately compatible with environmental sustainability. It is clear from the 
evidence of climate change and biodiversity loss that current patterns of growth are 
unsustainable. However, it is theoretically possible to ‘dematerialise’ economic growth 
such that GDP continues to rise in financial terms while much greater levels of efficiency 
and resource productivity, together with shifts in consumption patterns, enable overall 
resource use and environmental impact to decline in absolute terms – so-called ‘absolute 
decoupling’. In practice this will require major economic, technological and social 
changes that together constitute a huge political challenge.  
 
3.4 There is scant evidence that absolute decoupling has happened in the past. One example 
often cited is the decrease in greenhouse gas emissions since 1990 in some advanced 
economies including the UK during a period of significant economic growth. However, this only 
takes into account production or territorial emissions, and not the impact of consumption. In the 
UK, because of a growing consumption of goods produced overseas, the carbon footprint of our 
lifestyles grew by 18% between 1990 and 2004.8  
 
3.5 Lack of past evidence does not necessarily mean absolute decoupling will be impossible to 
achieve in the future.  WWF’s 2011 international Energy Report9 showed that under current 
assumptions from the UN and other organisations with respect to population and GDP growth, 
worldwide demand for energy could reduce in absolute terms by 15% by 2050 compared to 
2005 levels.  
 

4. Green economy barriers and solutions 

4.1 Economic incentives currently point in the wrong direction for individuals, business and 
governments: sustainable choices are often the hardest to make. At the heart of this is short-
term thinking – a human trait that is reflected in our institutions. Yet we also have a capacity for 
long-term thinking, for example by investing in scientific understanding of future risks such as 
climate change.  
 
4.2 Government’s role is not to orchestrate the transition to a green economy from the top 
down. It should rather seek to create enabling conditions to foster bottom-up technological and 
social innovation oriented towards sustainable development. In the short term this will entail 
specific government interventions to support nascent renewable energy industries until they are 

                                                        
8 Data from Stockholm Environment Institute in Defra Sustainable Development Indicators 2009 
9 www.panda.org/energyreport 

http://www.panda.org/energyreport
http://www.panda.org/energyreport


sufficiently mature.   
 
4.3 In the table below we set out some key barriers to the transition to a green economy, and 
corresponding solutions to overcome these.  
 

Barriers Solutions 

Negative environmental and social 
externalities: the value of the natural 
environment is not fully reflected in 
markets, prices and decision making. 
Polluters and consumers often avoid 
paying the social costs of 
environmental degradation. Powerful 
interests vested in the ‘brown 
economy’ resist change. 

• Internalise externalities through a shift to greater 
proportion of green taxes on resources and pollution, 
reducing tax on ‘goods’ such as employment. 

• Establish equitable payments for ecosystem services 
to incentivise investment in natural systems.  

• Include social and environmental externalities in 
corporate reporting. 

• New guidelines and rules on lobbying. 

Short-term decision making. 
Business performance is measured 
on monthly, quarterly, annual profits; 
government time horizon is 4-5 years 
between elections, and quarterly 
GDP figures are the primary indicator 
of performance. Short termism in 
financial markets leads to 
misallocation of capital. Political and 
financial returns for green 
investments accumulate over the 
medium to long term. 
  

• Financial market reform to promote environmental as 
well as financial sustainability. Incentivise longer term 
share holdings. Financial Transaction Tax to reduce 
speculative activity and generate funds to invest in 
minimising environmental and social risks, e.g. 
climate adaptation.  

• Green investment banks – hybrid state-owned banks 
that leverage private investment for green 
infrastructure. 

• Reform IMF and World Bank to ensure investment 
decisions are subject to stronger sustainability 
criteria. 

• Incentivise and support alternative ownership models 
such as social enterprises, mutuals and co-
operatives that build long term social and 
environmental value.  

• Legislate for the protection of interests of future 
generations; promote wider understanding of the 
effect of current activities on future generations. 

Risk that environmental policies 
disproportionately affect low-
income groups. Internalising 
externalities may lead to rising cost of 
food and fuel, although long-term 
costs will be higher if no action is 
taken. Transition from brown to green 
jobs will be challenging.  

• Specific measures to protect low-income groups 
through tax credits, redistribution, energy efficient 
social housing, retraining, public transport etc. 

• Full involvement of trade unions and other civil 
society representatives to ensure a ‘just transition’. 

Pursuit of narrow national self-
interest. Competition between 
national economies with diverse 
needs and levels of development; 
race to the bottom with political 
resistance to higher global standards 
precluding a level playing field. 
‘Leakage’ of impact from one region 
to others with lower standards and 
costs. Cynicism among developing 
countries that green economy is a 

• Ensure green economy agenda integrates social 
development dimension and addresses global 
inequities. 

• Appeal to enlightened self-interest and 
interdependence in advocacy of shift to green 
economy. 

• Employ a green growth narrative to frame the green 
economy agenda, highlighting the need to redefine 
growth. 



Northern agenda that limits growth 
and fails to address structural 
inequities in the world economy. 

Misdirected public spending. 
Perverse subsidies (e.g. exemption 
of aviation fuel from VAT); insufficient 
investment in renewables. 
Inadequate sustainability criteria in 
public procurement. 

• End fossil fuel subsidies; divert funds for public 
investment in renewables and smart grids. 

• Stronger sustainability screening in public 
procurement policies and practice to drive greening 
of supply chains. 

Inadequate policy making tools. 
Economic policy is based on models 
of the economy that don’t sufficiently 
factor in the costs of natural capital 
depletion and impacts such as 
climate change 

• Embed the value of ecosystem services in policy 
appraisal. The UK Government’s commitment to do 
this is a step forward, but effectiveness will depend 
on improved methodologies, and capacity building. 

• Finance ministries should adopt economic models 
that better take account of economic costs and 
benefits of environmental impacts and resource 
constraints, and ensure policies are environmentally 
neutral or positive.  

• Adopt the EUREAPA tool to help assess the footprint 
implications of different policy options, to address the 
global impact of national production and 
consumption.10 

Lack of political will stemming 
from low prioritisation of 
environmental issues by public. 
Immediate economic concerns about 
jobs, housing, and inflation outweigh 
concerns to address seemingly long 
term, distant and uncertain threats 
such as climate change. There are 
also strong social norms that 
encourage unsustainable, resource-
intensive lifestyles. There is a 
mismatch of responsibility and impact 
– with richer people and nations 
having the major responsibility for 
degrading the global environment, 
and low-income people and nations 
bearing the brunt of the 
consequences.  

• Promote public understanding of link between 
economy and ecology, highlighting the costs and 
risks of business-as-usual and the opportunities of a 
greener economy and sustainable lifestyles. 

• Encourage political leadership to argue the moral 
case for investing in the future, and addressing 
excessive global inequalities – for example by 
increasing financial support from advanced to 
developing countries for low carbon development and 
climate adaptation. 

 

5. UK Government approach to green economy 

Green economy roadmap and core economic policy 
 
5.1 On 5 August 2011 the Government published Enabling the transition to a green economy, a 
suite of documents formerly referred to as the ‘green economy roadmap’. These documents 
were produced in response to requests from business for greater clarity and certainty on 
different aspects of environmental policy including energy and climate, environmental 
regulation, resource efficiency and waste.  
 
                                                        
10 WWF-UK has led a consortium of European partners in an EU-funded programme to develop a new tool to promote better 
monitoring of ecological, carbon and water footprint impacts of policies at EU and national level, see 
http://www.oneplaneteconomynetwork.org/  

http://www.oneplaneteconomynetwork.org/


5.2 WWF-UK welcomes this publication as a useful communications tool for business. However, 
we were disappointed that the document did not set out the new, comprehensive and strategic 
approach to green economy policy that is required to address the scale and urgency of the 
challenge. No significant new policies were announced and it is not clear whether this initiative 
will lead to better co-ordination of these policy areas on an ongoing basis. 
 
5.3 Furthermore, although credit is due for effective collaboration between Defra, BIS and 
DECC, the most important department in terms of economic policy - the Treasury - was absent 
from the core project team. This gives the impression that green economy policy continues to 
be seen as an ‘add-on’ to core economic concerns. Further evidence for this can be found in the 
Plan for Growth, published with the Budget in April 2011, in which out of sixteen measures of 
success, only one (weak) environmental measure was included (‘increased investment in low 
carbon technologies’). We recommend that in the second phase of the Growth Review, the 
Treasury and BIS, together with Defra and DECC, put an ambitious green growth strategy 
at the centre of their plans to foster a sustainable economic recovery. 
 
 
 
 
The Energy sector as a key green growth sector for the UK 
 
5.4 As part of its Growth Review, the Government should investigate the key sectors of the 
economy that could contribute to both UK economic recovery and increased environmental 
sustainability.  WWF strongly supports the growth of the renewable energy and energy 
efficiency sectors as a key priority of UK energy and economic policy, given the role that 
these sectors could play in sustainably decarbonising UK power generation (the production of 
electricity currently accounts for approximately 39% of total UK CO2 emissions11) whilst 
supporting substantial job creation in areas where the UK already has strong research and 
industrial skills. 
  
5.5 There is strong evidence to show that the renewables industry could generate substantial 
employment and economic benefits if the UK takes up the opportunity of early action in the 
sector.  Several reports have highlighted that the UK has the potential to be a market leader in 
offshore wind, wave and tidal technologies12, servicing the huge domestic market and exporting 
to the burgeoning European markets and beyond13. Significant growth in green jobs is a key 
potential economic benefit of building a strong UK supply chain, a phenomenon that has already 
been witnessed in Germany where over 367,000 people are currently employed in its 
renewables industry.  In addition, substantial numbers of jobs could be created in the energy 
efficiency sector, should the right policy signals be put in place.  For example, Chris Huhne 
announced at the start of the latest Energy Bill14 that up to 250,000 jobs could be created in the 
UK’s insulation sector by 2030.  
 
 
Green tax shift 
 
5.6 We welcome the Government’s commitment to increase the proportion of environmental 
taxation but query the scale of ambition. Currently, environmental taxation is around 8% of the 
overall tax take. We would like to see this move to around 10% by 2015, and 14% by 2020, in 
line with recommendations of the Green Fiscal Commission.15 This should be implemented with 
corresponding measures to avoid regressive effects on low-income groups.  
 
 
Addressing the impacts of UK consumption on ecosystems and biodiversity overseas 

                                                        
11 http://www.decc.gov.uk/assets/decc/Statistics/climate_change/1515-statrelease-ghg-emissions-31032011.pdf  
12 http://www.theccc.org.uk/news/press-releases/719-the-uk-should-invest-more-in-low-carbon-innovation-in-
order-to-both-achieve-the-2050-climate-change-target-19-july-2010  
13 RenewableUK 2011 UK Offshore Wind: Building an Industry p34 
14 Access the report here  
15 See Green Fiscal Commission Final Report; the Liberal Democrats had a commitment to increase the proportion of 
environmental taxation to 10% by 2015 in their manifesto, but this was not included in the Coalition Agreement.  

http://www.decc.gov.uk/assets/decc/Statistics/climate_change/1515-statrelease-ghg-emissions-31032011.pdf
http://www.theccc.org.uk/news/press-releases/719-the-uk-should-invest-more-in-low-carbon-innovation-in-order-to-both-achieve-the-2050-climate-change-target-19-july-2010
http://www.theccc.org.uk/news/press-releases/719-the-uk-should-invest-more-in-low-carbon-innovation-in-order-to-both-achieve-the-2050-climate-change-target-19-july-2010
http://www.libdems.org.uk/news_detail.aspx?title=Chris_Huhne:_Green_Deal_will_be_a_revolution&pPK=88186f4a%E2%80%90e1d5%E2%80%904b34%E2%80%909fc9%E2%80%9083cff3bf195d
http://www.greenfiscalcommission.org.uk/index.php/site/about/final_report/


 
5.7 According to the Government’s National Ecosystem Assessment16, over one third of the 
biomass (food, fibre, timber, biofuels etc) used in the UK is imported from overseas. Although 
our territorial emissions are decreasing, if we take into account the carbon embedded in imports 
the UK’s carbon footprint increased by 18% between 1990 and 2004. Current government 
targets focus on territorial emissions, and reducing impact on England’s biodiversity. These are 
important and should remain, but should be complemented by a commitment to reduce the 
global impact of UK consumption on climate change, and biodiversity loss in other countries. 
 
 
Institutional framework for green economy and sustainable development 
 
5.8 Overall we are concerned the Government’s institutional framework for sustainable 
development has been substantially weakened over the last year. The Green Economy Council 
is an important business advisory body, but for it to play a significant role in shaping policy or 
assessing performance there would need to be broader representation from civil society and 
academia to establish greater legitimacy. 
 
5.9 We welcome the setting up of a Natural Capital Committee, announced in the June 2011 
Natural Environment White Paper. However, it is not yet clear what the role and powers of this 
committee will be, and whether it will have a demonstrable effect on planning and economic 
policy making. While it is crucial to monitor changes to England’s natural capital, this 
mechanism will not address the impacts of the UK economy on ecosystems in other countries, 
which we also have a responsibility to minimise.  
 
 
5.10 In Wales, First Minister Carwyn Jones, when introducing the new legislative programme to 
the National Assembly on 12th July 2011 said: 
 
‘We will legislate to embed sustainable development as the central organising principle in all of 
our actions across Government and all public bodies, by bringing forward a sustainable 
development Bill. The approach will set Wales apart as a sustainable nation, leading from the 
front.’17 
 
We would welcome this kind of high-level political commitment and action at the UK level. 
 
26 August 2011 
 
 
 
 
 
 
 
 
 
 
 
 

                                                        
16 UK National Ecosystem Assessment (2011). Chapter 21: UK dependence on non-UK ecosystem services. 
17 First Minister Carwyn Jones’ statement to the National Assembly on 12th July 2011 
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Alex Bowen is principal research fellow at the Grantham Research Institute on Climate 
Change and the Environment at London School of Economics and Political Science1. 
Simon Dietz is co-director of the Grantham Research Institute on Climate Change and. 
Dimitri Zenghelis is Visiting Senior Research Fellow at the Grantham Research Institute 
and also Senior Economist at Cisco.  
 
This submission addresses the following issues identified by the committee:   
 
“The Committee will examine the concept of a green economy in the UK, what it should 
look like, and how it will help deliver sustainable development. The Committee also 
wishes to examine the barriers preventing the transition to a green economy and the 
Government’s role in tackling these and creating the conditions necessary for a green 
economy to thrive.” 
 
In particular the following questions have been addressed: 

1. What are the economic, social and environmental outcomes that a green 
economy should aim to deliver? 

2. What are the appropriate tools and indicators to monitor progress towards such 
outcomes? 

3. What is the nature of the barriers preventing the transition to a green economy? 
4. What approach is required to deliver a green economy, and what aspects of the 

current economic model require development, eliminating and/or new 
approaches to be found?  What tensions might there be between economic 
growth and the green economy?  Would ‘greening’ the economy deliver the 
outcomes needed? 

5. What policy and institutional ‘framework’ is required to create the right conditions 
for the green economy to thrive, and does the Government’s Green Economy 
Roadmap provide this framework?  Does the Roadmap deliver a clear vision of 
the green economy? 

6. Do any models that more closely resemble a green economy exist elsewhere 
that the UK should aspire to? 

7. What is the role of consumers, businesses, non-government organisations, and 
international bodies in delivering, and stimulating demand for, a green economy? 

8. Do any models that more closely resemble a green economy exist elsewhere 
that the UK should aspire to? 

9. How do the UK’s policies to deliver a green economy relate to actions needed to 
deliver a the global green economy (a theme of the June 2012 Rio Summit)? 

  
The arguments set out in the paper are those of the authors and not necessarily of the 
Grantham research Institute for Climate Change and the Environment. In preparing this 
submission we have drawn particularly on work carried out by the Institute and though 
other authors are referenced.  
 
 

                                                 
1 The work of the Grantham Research Institute is integrated with the activities of the Centre for Climate Change 

Economics and Policy (CCCEP), hosted by LSE and the University of Leeds. CCCEP is funded by the UK 
Economic & Social Research Council and Munich Re.   

http://www.cccep.ac.uk/
http://www.cccep.ac.uk/


 
Submission summary 

- Current economic activity is causing unsustainable environmental damage due to 
multiple market and policy failures. A green economy should take proper account 
of the factors which lead to these market and policy failures, to deliver not only 
better environmental outcomes, but better social and economic outcomes also. 

- Measuring progress toward the economic, social and environmental outcomes 
that a green economy could deliver requires a range of supplementary indicators 
in addition to GDP. 

- Multiple barriers prevent the transition to a green economy: an inconsistent 
approach to carbon pricing, patenting difficulties for entrepreneurs, technological 
uncertainty and resulting uncertain returns for lenders and investors etc. 
Overcoming barriers needs careful analysis. Successful action requires 
transparency and credible commitments from policy-makers. 

- In order to ensure the full benefits of the transition to a green economy are 
realised, we need to enhance understanding of long-term economic growth and 
the scope to kick-start a new Industrial Revolution centered around a clean-
energy economy and renewable resources.  

- A ‘long, loud and legal’ framework is needed for policy. The government should 
also shoulder some of the policy and regulatory risk by entering into pre-
commitments entailing financial or reputational penalties for backsliding. 

- It would be worth considering whether the Committee for Climate Change should 
be given more power to set policy instruments, such as the new carbon price 
floor, tariffs, and carbon-related changes such as the Climate Change Levy and 
CRC EES payments. 

- Building-up international collective action to bring down GHG emissions is a 
priority. Across-the-board carbon pricing should be a part of that action. The 
second imperative is to stimulate green innovation. Carbon pricing is part of this, 
but there is a need for policy action particularly in the energy, transport and 
construction sectors.  

- Better public understanding of environmental dangers and risks, and a resulting 
values shift in civil society, is likely to drive the transition to a green economy. 

- The UK should continue to work closely with EU partners to ensure a level 
playing field for green investment, without discriminating between countries, firms 
or regions.                                

 
1. What are the economic, social and environmental outcomes that a green 
economy should aim to deliver? 
 
1.1 The answer to this question depends on people’s values and the interpretation of the 
term ‘green economy.’  The simple response that we offer here is that a green economy, 
compared with the current UK economy, should deliver better environmental outcomes 
and thereby offer scope for better economic and social outcomes too.  The opportunities 
are enormous but taking advantage of them will require collective action sustained 
across borders over the long term as well as changes in UK government policies.  Better 
environmental outcomes would include lower and declining greenhouse gas emissions, 
less damage to environmental assets from which people derive wellbeing directly, such 
as air quality, and less erosion of so-called ‘natural capital’ – finite natural assets in their 
role of providing natural resource inputs and environmental services for economic 
production (OECD glossary, http://stats.oecd.org/glossary/detail.asp?ID=1730 ).  

http://stats.oecd.org/glossary/detail.asp?ID=1730


Achieving better environmental outcomes would also allow more sustainable economic 
development over the long term and attain greater fairness between generations.  This is 
particularly evident with respect to stopping climate change (Stern, 2009). Moreover, 
without policy intervention these environmental stresses are likely to mount with time as 
a growing global population and rising per-capita consumption put increased pressure 
on resources.  
 
1.2 The argument that we can obtain better outcomes across all three domains –
environmental, social and economic – is based on the observation that the existing 
economy suffers from many market and policy failures.  These afflict environmental 
outcomes particularly badly because many economic activities damage the environment 
and use up finite resources without those responsible for the activities concerned taking 
this into account.  If policy-makers, households, firms and other decision-making parts of 
civil society start to take proper account of factors leading to the market and policy 
failures, correcting these failures where they can, individual and social wellbeing can be 
enhanced over time.   
 
1.3 In several areas, particularly with respect to the incentive to innovate, it has been 
recognised for a long time that laissez faire market arrangements (relying primarily on 
individuals pursuing their own self-interest through the market) are powerful in 
stimulating productive economic activity, but are unlikely to lead to the best outcomes for 
society as a whole.  The recent financial crisis showed us what can happen when 
mounting risks are ignored.  There is wide recognition that on its own, the market failed 
to adequately police the market; it is unlikely to be best placed alone to safeguard the 
environment.  Growing awareness of the risks to the environment and future growth has 
alerted many policy-makers that the costs are in fact much higher than had been 
realised.  The good news is that this awareness could lead to careful policy interventions 
that have big pay-offs. The composition of economic growth could be improved.  There 
is scope for current welfare to be raised, too, especially while there is unusually high 
unemployment and underused plant, equipment and infrastructure.  But at the moment, 
the UK may need to invest more – primarily in the preservation of natural capital, 
including the atmosphere – rather than consume more in order that many benefits 
accrue in the longer term. 
 
1.4 This line of argument draws on conventional environmental economics and implies a 
rather modest view of what needs to change to make the UK economy more ‘green.’  It 
is consistent with the fairly broad definition of a green economy as one that supports 
sustainable development – “development that meets the needs of the present without 
compromising the ability of future generations to meet their own needs” (Brundtland 
Commission, 1987).  As far as climate change is concerned, big changes in what 
households consume will probably not be necessary to reduce greenhouse gas 
emissions sharply.  There is a larger issue of what sustainability means in the long term 
and how to bring it about (Neumayer, 2003; Atkinson et al., 2007) but we focus here on 
the sorts of policy changes that could command broad support even at a time when 
people are worried about low growth. 
 
2. What are the appropriate tools and indicators to monitor progress towards such 
outcomes? 
 
2.1 Multiple indicators are needed, as recognised, for example, in the OECD’s work on 
indicators for the green economy, the World Bank’s estimates of natural resource 



depletion and adjusted savings, the UNDP’s Human development Index and the UK 
government’s National Ecosystem Assessment.  What is easiest to measure in the 
economy, society and environment may not be the most important. Social welfare 
cannot be reduced to a single dimension such as income or happiness. It requires a 
range of supplementary indicators in addition to GDP. Many of the issues have been laid 
out in recent reports, including President Sarkozy’s Commission on the Measurement of 
Economic Performance and Social Progress (http://www.stiglitz-sen-
fitoussi.fr/en/index.htm ) and the international Economics of Ecosystems and Biodiversity 
Study (http://www.teebweb.org/Home/tabid/924/Default.aspx ).  There remains much to 
be done in refining valuation methods, extending the scope of environmental and social 
measures and acknowledging the uncertainty around measurement.  This reflects not 
only difficulties in gathering data but also differences in ethical perspectives and 
attitudes towards risk. 
 
2.2 As far as climate change is concerned, improved data on energy use, both 
domestically and in industry, is needed. Public support for investment in smart buildings, 
smart grids and other monitoring and management technologies can help provide data 
to assess the carbon intensity of activities, helping people to make their energy use 
more efficient.  A UK carbon reduction certification agency would be a helpful innovation 
(Martin and Wagner, 2009a).  It could take on the monitoring, verification and reporting 
requirements under the UK Climate Change Levy, CRC Energy Efficiency Scheme and 
possibly the EU Emissions Trading Scheme (ETS), promoting public and shareholder 
interest in firms’ success in cutting emissions and energy use.  More information is also 
needed about the carbon footprint of goods and services for final consumption, whether 
produced in the UK or imported. 
 
3. The nature of any barriers preventing the transition to a green economy 
 
3.1 The key barriers are the market and policy failures that have to be overcome (Stern, 
2007; Helm, 2010).   
 
3.2 In economists’ jargon, ‘externalities’ abound.  In the climate change domain, the 
damage done by greenhouse gas emissions is not taken into account unless policy-
makers manage to impose a price, for example, through the EU ETS.  Lots of waste 
products generate adverse spill-overs, if not on the same scale as carbon dioxide.  But 
there are also good spill-overs, for example, when an entrepreneur comes up with a 
good idea that cannot be patented – and in those cases, the market incentive to engage 
in the activity is likely to be inadequate.  Ecosystem services to consumers and 
companies are generally not priced.  Private firms tend to undersupply infrastructure and 
networks.  Access to information about the environmental consequences or monetary 
costs of actions is unevenly distributed.  Technological and other uncertainties increase 
costs to risk-averse lenders.  
 
3.3 Overcoming such barriers need not be expensive, but it does need careful analysis.  
Successful action requires transparency and credible commitments from policy-makers 
to guard against some well-known pitfalls such as short-termism, rent-seeking and 
regulatory capture. 

 
3.4 In addition to the long-standing barriers to the transition to the green economy, there 
are also particular problems at the current conjuncture.  Real incomes have been 
eroded, private investment and innovation have slowed, and short-term economic 

http://www.stiglitz-sen-fitoussi.fr/en/index.htm
http://www.stiglitz-sen-fitoussi.fr/en/index.htm
http://www.teebweb.org/Home/tabid/924/Default.aspx


prospects are dampening demand in the economy.  The echoes of the recent banking 
crisis are inhibiting financial intermediation and hence investment.  The propagation of 
macroeconomic shocks often reflects coordination, asymmetric information and other 
market failures, amplified in the macroeconomic swings in collective confidence or what 
Keynes termed ‘animal spirits’.  In such circumstances, governments can usefully act 
opportunistically by increasing investment in environmental capital and clean 
technologies (Bowen and Stern, 2010). 

 
4. What approach is required to deliver a green economy, and what aspects of the 
current economic model require development, eliminating and/or new approaches 
to be found?  What tensions might there be between economic growth and the 
green economy?  Would ‘greening’ the economy deliver the outcomes needed? 
 
4.1 First, governments need to apply long-standing insights from public and 
environmental economics, for example about the use of corrective taxes and subsidies.  
For the UK, bodies such as the OECD 
(http://www.oecd-ilibrary.org/economics/oecd-economic-surveys-united-kingdom-
2011/climate-change-policy-in-the-united-kingdom_eco_surveys-gbr-2011-7-en )   
and the Institute for Fiscal Studies (http://www.ifs.org.uk/mirrlees/mrResearch/id/213 ) 
have made helpful suggestions.  Second, the study of environmental economics needs 
to be encouraged, notably more empirical work evaluating specific policies, to 
understand better what works in practice.  Third, we need to enhance our understanding 
of long-term economic growth and the scope to kick-start a new Industrial Revolution 
centred around the clean-energy economy and renewable resources.  The potential is 
great (Romani et al., 2011). In the presence of such pervasive market failures, and with 
policy outcomes likely to yield long run, non-marginal economic and environmental 
effects, any analysis must be broad enough to cover the full array of policy impacts. This 
means recognising the shortcomings and limitations of some of the existing economic 
analyses, based on over-simplified or narrow modelling, or on models that take a limited 
view of the nature of innovation and learning. Though such models are informative, their 
limitations need to be recognised explicitly in order that policymakers are not misled. 
 
4.2 There will continue to be tensions between economic growth and the promotion of 
the green economy.  There are, for example, real problems in trying to promote 
‘environmentalism in one country,’ such as carbon leakage, pollution havens and at least 
transitory impacts on competitiveness in a few industry sectors.  Countries’ transitions 
are likely to proceed jerkily and at different speeds.  Conventional measures of economic 
growth may register a fall, at least for a while, because of transition costs and the need 
to rebalance activities to give greater emphasis to non-marketed components of 
wellbeing. But as with any investment, a small early sacrifice of consumption is designed 
to yield substantial gains down the road.  
 
 
4.3 However, in some respects now is a very good time to accelerate the greening of the 
UK economy because of high involuntary unemployment and low utilisation of plant and 
equipment.  There is also a global excess of likely full-employment saving over 
prospective conventional private-sector investment needs, a characteristic common to 
severe economic downturns (Zenghelis, 2011). Standard macroeconomic theory and 
evidence suggest that in the current economic environment, if policy-makers were able 
to open up viable new markets by tackling market failures, they could unleash sizeable 
macroeconomic benefits by boosting private spending, creating jobs, generating tax 

http://www.oecd-ilibrary.org/economics/oecd-economic-surveys-united-kingdom-2011/climate-change-policy-in-the-united-kingdom_eco_surveys-gbr-2011-7-en
http://www.oecd-ilibrary.org/economics/oecd-economic-surveys-united-kingdom-2011/climate-change-policy-in-the-united-kingdom_eco_surveys-gbr-2011-7-en
http://www.ifs.org.uk/mirrlees/mrResearch/id/213


revenues, and allowing the monetary authorities greater leeway to stimulate demand. 
Moreover, at the present time this private investment need not crowd out alternative 
capital expenditure or swell public borrowing. There are also likely to be big opportunities 
to get firms to improve their energy efficiency without hitting their profits or employment 
(Martin and Wagner, 2009b). 
 
5. What policy and institutional ‘framework’ is required to create the right 
conditions for the green economy to thrive, and does the Government’s Green 
Economy Roadmap provide this framework?  Does the Roadmap deliver a clear 
vision of the green economy? 
 
5.1 A ‘long, loud and legal’ framework is needed for policy.  To develop credibility over 
long time horizons, independent and trusted institutions need to be built up and clear 
and fair rules set out to guide policy revisions.  To avoid time inconsistency, and to align 
the interests of policymakers with those of private investors, the government must be 
prepared to enter into pre-commitments entailing financial or reputational penalties for 
back-sliding – in other words, it must shoulder some of the policy and regulatory risk.  To 
minimise rent-seeking and regulatory capture, policies need to be kept simple and 
transparent, without discriminating among private agents, and the incidence of costs and 
benefits carefully examined. 
 
5.2 In the area of climate change, the Government could build on the promising example 
of the UK Committee on Climate Change, set up in 2008.  It is held at arm’s length from 
the day-to-day pressures of government and has been able to maintain an expert and 
focused effort to guide UK climate-change policy.  Drawing on an analogy with the 
constrained discretion and operational independence granted to the Bank of England in 
1997 in the realm of monetary policy, it would be worth considering whether the UK CCC 
should be given more power to set policy instruments such as the new carbon price 
floor, tariffs and carbon-related charges such as the Climate Change Levy and the CRC 
EES payments (Bowen and Rydge, 2011). 
 
6. Priorities for action, including those sectors of the economy crucial for creating 
the conditions for a green economy 
 
6.1 The priority is to tackle the biggest market and policy failures – they do not all 
correspond neatly to industry sectors. Human-induced climate change results from the 
biggest externality that the world has had to face.  It follows that the most pressing need 
remains to build up international collective action to bring down greenhouse gas 
emissions (Stern, 2009).  Implicit or, preferably, explicit carbon pricing across the board 
should be a part of that action.  The UK has been showing leadership in this regard but 
needs to rationalise and simplify policies designed to make emissions more costly.   
 
6.2 The second imperative is to stimulate green innovation – including, but not limited to, 
low-carbon innovation. Credible carbon pricing will send a clear market signal that 
should spur innovation. However, the presence of additional market failures in innovation 
suggests the need for supplementary policies.  The energy sector is central as far as 
greenhouse gases are concerned but innovation in transport, the construction industry, 
land use and urban design is also needed.  So is product innovation in consumer 
markets.  The barriers to successful innovation differ across sectors so some industry-
specific measures are likely to be needed, as recognised in the current UK policy mix. 
But policy-makers are unlikely to be very good in anticipating where and when the key 



technological breakthroughs are going to arrive, so the emphasis should be on policy 
instruments with broad application – another reason why carbon pricing is key, because 
it provides a pervasive incentive to introduce low-carbon technologies (Aghion et al., 
2010).  Road-maps for the transformation of specific industries and the reduction of 
greenhouse gases sector by sector, such as those provided by the Committee on 
Climate Change, are a helpful way of demonstrating what can be done given our current 
understanding of technological options, but they should not be regarded as sacrosanct.  
Similarly, although general support for more spending on research and development is 
desirable, ‘top down’ attempts to identify where comparative advantage will lie in 
international trade in the global green economy run the risk of picking losers. 
 
7. What is the role of consumers, businesses, non-government organisations, and 
international bodies in delivering, and stimulating demand for, a green economy? 
 
7.1 Policy-makers have a key part to play at international, national and sub-national 
levels, because of the central role of market and policy failures.  But collective action 
does not need to rely entirely on statist solutions and legislative interventions.  One also 
needs to encourage green entrepreneurship amongst businesses, as business 
organisations such as the CBI and shareholder corporate responsibility groups have 
recognised.  Firms, trade unions and educational bodies can also help ensure that 
people acquire the new skills that will be required in the green economy.  More 
generally, changes in values in civil society, as people understand better the 
environmental dangers and risks we face, are likely to drive the transition to a green 
economy. As with locking into the wrong physical infrastructure—which can have a long-
lasting hard-to-reverse impact on emissions—so locking in mindsets that fail to 
recognise or limit carbon-intensive behaviour can make emissions reductions difficult to 
achieve later on. In both cases, early action to induce sustainable practices is required to 
avoid getting stuck on a carbon-intensive growth path in the long term (so-called ‘path 
dependency’ on policy choices). 
 
8. Do any models that more closely resemble a green economy exist elsewhere 
that the UK should aspire to? 
 
8.1 The Columbia/Yale Environmental Performance Index for 2010 ranks the UK 14 out 
of 163 countries, suggesting that UK performance is creditable but not the very best 
(http://epi.yale.edu/Countries ).  In Europe, Iceland, Switzerland and Sweden all have a 
lot from which the UK can learn.  The UK also rates quite highly with respect to the pace 
of green innovation, but it is well behind Japan, Germany and the USA and has not 
increased its efforts as rapidly as some emerging market economies – notably Korea 
and China (Dechezlepretre and Martin, 2010).   
 
8.2 Quantitative measures risk giving a false sense of precision to international 
comparisons and the nations at the top of the various rankings are by no means ideal 
types whose policies for greening the economy the UK should emulate in all respects. 
Different countries will face different risks and opportunities as well as different 
institutional realities, so the most effective approaches and policies will differ 
correspondingly from country to country. But there is a lot to learn from best practices 
elsewhere. 
 
9. How do the UK’s policies to deliver a green economy relate to actions needed to 
deliver a the global green economy (a theme of the June 2012 Rio Summit)? 

http://epi.yale.edu/Countries


 
9.1 The UK’s long-standing commitment to action against climate change and its 
innovative statutory framework for policy-making in this area have both been helpful in 
inspiring action in other countries.  So has its recognition that climate finance for poorer 
countries is vital in building the foundations for global collective action.  More needs to 
be done on this front (Bowen, 2011; Fankhauser and Burton, 2011).  As this note has 
suggested, the UK could also do more to price carbon efficiently and stimulate green 
innovation.  Further moves in these directions would have beneficial spill-overs to other 
nations.  At the same time, the biggest stimulus to green investment and innovation 
would be private-sector anticipation of the growth of new markets.   
 
 
9.2 The UK is not large enough alone to create the critical mass to drive global green 
innovation and investment, so it should join with other countries who see green policies 
as part of their broad growth strategies (including many developing countries)  to 
stimulate market development.  This nation and others need to avoid a mercantilist 
approach to new green industry opportunities.  The government must work with EU 
partners to ensure that the inevitable linkage of trade and climate policies does not yield 
protectionism, but moves towards the establishment of a level playing field for green 
investment without discriminating among countries, firms or regions. The returns to 
collaborative action are great; going green is not a zero-sum game. 
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Written evidence submitted by Paul Appleby 
 

Executive Summary   

• This memorandum provides my view on the preparedness of the UK for the transition to a 
‘green economy’ by addressing each of the themes set out in the EAC Select Committee 
Announcement of 7 July 2011. In summary this memorandum suggests that: 

• The Government’s own Sustainable Development Indicators could be used as a basis for 
establishing to monitor progress of the transition towards a green economy. 

• More research is required on measuring the key metrics that define a green economy and 
these should be used to assess and compare the performance of the main developed world 
economies. 

• The Government will need to develop a strategy to persuade the public, industry and 
investors that proposed measures are both risk free and the only alternative for preserving 
the future of the planet. 

• The Green Deal is a central plank of the green economy, but there remain uncertainties 
about its likely uptake and funding, particularly in the light of the 30 to 35% of British homes 
that fall below decency standards and are likely to require considerably more than the 
£10,000 upper limit mooted for the Green Deal. 

• Apart from funding, the attitude and behaviour of the public is the biggest challenge to the 
success of the transition to a green economy. For example resistance to disruption from 
energy efficiency works and inefficient operation of buildings. Incentives such as free loft 
clearance should be included in the Green deal, whilst smart metering should be rolled out 
in conjunction with the Green Deal. 

• Businesses should be encouraged to measure and monitor their sustainability performance 
through such measures as the Green Building Management Toolkit, BREEAM In Use and the 
Ska  

• Funding for the Energy Company Obligation may exceed Government tax and spend limits 
set for 2014 in the 2010 Spending Review. 

• Government’s willingness to dilute feed‐in tariffs and zero carbon has eroded confidence 
that it will not meddle with poorly designed schemes that are found to have unintended 
consequences 

• Manufacturers of green products will have to contend with both increases in energy and fuel 
prices and competition from countries such as China and India. 

• Reducing the carbon targets in future Building Regulations could threaten the assumptions 
made in the 2050 Pathways Analysis that require carbon emissions associated with building 
energy consumption to remain constant between now and 2050, despite an additional 10 
million new homes. 

• The major programme of improving energy efficiency of the existing building stock requires 
a massive increase in the number of professionals and contractors with the necessary skills. 
The Government has ask the Green Deal Skills Alliance to develop the framework to address 
the skills gap, however it is not clear where the people will come from, particularly with cuts 
in the education maintenance allowance and inactive benefits. 

• There is real concern about the trend for a reduction in ‘ecosystem services’ exacerbated in 
both the intensification of agriculture and 10 million new homes projected over the next 40 



 
 

years. The draft National Planning Policy Framework (NPPF) allows development that 
significantly harms biodiversity ‘as a last resort’. 

• Government needs to support the development of anaerobic digestion, gasification and 
pyrolysis of waste as an alternative to landfill and incineration, but not reducing the amount 
of sustainable recycling. 

• Government transport policy should focus on both reducing the need to travel and 
encourage the transition to lower carbon transport modes. However the increase in rail 
fares by a potential 30% by 2015 mitigates against this. 

• In my view there is an inherent dichotomy between growth and a green economy, but this 
can be overcome by a reorientation of the types of products and services that support GDP 
from consumer orientated to ones that support sustainable development and climate 
change mitigation, or what the UNEP calls a ‘Green New Deal’. 

• Government should prepare a spreadsheet that sets out the costs for the transition to a 
green economy, including what will be spent in each Department’s sector, how much is 
expected to be leveraged from the private sector, what will be the GIB involvement and 
what areas of the economy are expected to grow and by how much? 

• Enabling the Transition to a Green Economy is a useful summary of key Government 
initiatives, although there are a number of important gaps, particularly with regard to local 
communities and enterprise zones. 

• Priorities should be informed by the investment sectors proposed for the Green Investment 
Bank, with decarbonising the electricity grid representing the largest initiative in need of 
finance. 

• The dilemma for the Rio+20 conference to address is how to achieve the Millennium Goal of 
halving extreme poverty by 2015 and subsequently creating a world where the prospect of 
economic prosperity is available to the hundreds of millions of people currently living below 
the poverty line, whilst reducing global carbon emissions and conserving threatened non‐
renewable resources. 

I would conclude that although Government policy appears to tick most of the right boxes in 
enabling a green economy, it is questionable whether the various measures will have the teeth to 
instil sufficient confidence to leverage the vast amounts of money required at a time when recession 
and cost cutting permeate every aspect of the economy. 

1.0 Introduction 

1.1   As a freelance consultant I specialise in the sustainable design of buildings and providing 
advice to design and masterplanning teams on all aspects of sustainability. I graduated with a first 
class honours degree in Environmental Engineering in 1975 since when I have worked as a 
mechanical services design engineer, a lecturer and researcher, setting up my own consultancy in 
1988. This became Building Health Consultants Ltd, which remains today as part of URS Scott Wilson. 
In 2000 I establish the Building Sustainability Unit at URS, from which I retired at the end of 2008. 

1.2  I have some 60 publications to my name including the book Integrated Sustainable Design of 
Buildings which was published in January of this year by Earthscan. It is a comprehensive guide to 
sustainable design, masterplanning and construction, designed for a global marketplace, but with a 
particular focus on the UK. 



 
 

1.3  The following headings use the themes taken from the EAC Select Committee 
Announcement:  

2.0   The economic, social and environmental outcomes that a green economy should aim to 
deliver, and the appropriate tools and indicators to monitor progress towards such outcomes  

2.1   The Government already publishes 68 Sustainable Development Indicators which cover a 
wide range of factors under the themes of:  

• Sustainable consumption and production;  

• Climate change and energy; 

• Protecting natural resources and enhancing the environment; and 

• Creating sustainable communities. 

These have been updated annually since they were first published by the previous Government in 
2006. Each indicator is compared against levels in 1990, 2003 and the previous year simply in terms 
of an improvement, deterioration, no change or lack of data. It should be relatively straightforward 
to establish measurable targets for each of these indicators for specified dates in the future, similar 
to the targets for reductions in carbon dioxide and greenhouse gases set out in the Climate Change 
Act. 

3.0  The nature of any barriers preventing the transition to a green economy 

3.1   The transition to a green economy requires not only targeted use of public money but a 
huge public relations exercise to instil confidence in both ‘the public’, industry and investors. In the 
absence of massive state spending the Government must demonstrate that what they are putting 
into place is risk free, with long term assurances that green is good and a message that if we don’t 
do this then we are risking the future of the planet. 

3.2  A Guardian/ICM opinion poll published in January 2011 indicated that only 14% of the 
population consider that climate change is not a threat. However an Ipsos Mori poll from April 2011 
found that only 25% of respondents included climate change in their top three of environmental 
issues, demonstrating the importance of how the question is phrased and the results are reported. 
Overall climate change came 4th, beaten by future energy sources and supplies, dealing with waste 
and overpopulation.  It has been speculated that this result was due to the fact that energy costs, fly 
tipping and immigration are particular issues for the respondents in Britain, whereas climate change 
has been the subject of significant scepticism in certain corners of the press. 

3.3  The Committee on Climate Change (CCC) 3rd Progress Report on Meeting Carbon Targets 
published at the end of June considers that the way the Green Deal and Energy Company Obligation 
(ECO) are currently configured encourages neither whole‐house nor area‐based approaches. The 
CCC’s analysis indicates that the £10,000 limit placed on the Green Deal will preclude a 
comprehensive approach to carbon reduction. For example the German Energy Efficient 
Construction and Rehabilitation Programme offers up to 75,000 euro per property, including an 
element of grant funding. The area‐based approach “...applies the whole‐house approach on a street 
by street basis. It strengthens incentives for uptake of measures, based on evidence that suggests 
people are likely to be more willing to act when they can see others acting. It also offers scope for 
cost reduction through scale economies.” This is unlikely to fit with Green Deal Providers such as 
B&Q and M&S who will most likely deal with individual householders. 



 
 

3.4  A further barrier to the take up of the Green Deal relates to the condition of existing 
dwellings. According to a BRE Information Paper from February 2010: ‘The real cost of poor housing’ 
(IP 16/10) some 4.8 million homes in England came within the Government’s definition of ‘poor 
housing’ in the 2006 English Housing Condition Survey. This rates housing under the Housing Health 
& Safety Rating System (HHSRS) against a whole range of hazards from health effects of inadequate 
heating to asbestos exposure. It can be concluded that currently between 30 and 35% of households 
in Britain cannot be considered as decent by this standard. The collateral damage from this is not 
only socio‐economic but runs into billions of pounds per year, much of which is a burden on the 
taxpayer. Although there has been a steady improvement in social housing, the private sector has 
been more difficult to reach, but even the limited funding that was made available through the 
Private Sector Renewal fund has been withdrawn. It seems likely that those homes that remain 
below the decency threshold will require significantly more than the £10,000 upper limit set by the 
Green Deal to even bring them up to the threshold, let alone significantly enhance their energy 
efficiency. 

3.5  The CCC also warns that “ECO funding may be restricted under limits on DECC spending, 
given that this may be classed as tax and spend, limits for which were set to 2014 in the 2010 
Spending Review.” 

3.6  Clearly there are massive opportunities for those who position themselves correctly to 
service the Green Deal and ECO. However uncertainties over uptake mean that many companies will 
hesitate before investing in the staff, training, equipment and premises required.  These worries 
have been reinforced by a recent pilot of the Green Deal carried out by the London Borough of 
Sutton, B&Q and BioRegional. Of the 400 householders who responded to the advert only 125 
accepted the free audit and 67 of these decided to go ahead with the energy saving measures. A lack 
of confidence in the level of savings that would be achieved was cited as the main reason for not 
going ahead with the scheme. Others have referred to the potential disruption, particularly in having 
to clear out lofts or having internal insulation installed, for example. 

http://www.building.co.uk/news/half‐of‐homeowners‐reject‐green‐deal‐in‐trial/5022937.article 

3.7  The willingness of Government to dilute Feed‐in tariffs and zero carbon has eroded 
confidence that it will not in future meddle with poorly designed schemes that are found to have 
unintended consequences. As the Green Deal and ECO schemes evolve in coming months it is critical 
that industry uses the opportunity to consult on the legislation, codes of practice and standards to 
ensure that the risk of failure is minimised. 

3.8  UK manufacturers of ‘green’ products will also have to contend with rising energy and fuel 
prices and competition from countries such as China and India. Many of the barriers to financing of 
the transition to a green economy will impact on the introduction of the Green Investment Bank and 
are beyond my expertise. However a useful account of these have been provided in Section 1.3 of 
the most recent Update on the design of the Green Investment Bank (BIS, 2011). 

3.9  Many of the barriers to a green economy were addressed in the final report of the Low 
Carbon Construction Innovation and Growth Team (IGT) to which the Government responded in 
their recently published Low Carbon Construction Action Plan. Although this response extensively 
references the IGT’s recommendations, it only occasionally adopts them wholeheartedly. Mostly the 

http://www.building.co.uk/news/half-of-homeowners-reject-green-deal-in-trial/5022937.article


 
 

Action Plan avoids committing to action from Government which wasn’t already in its Carbon Plan 
and was not undone in the 2011 Budget.  

3.10   The key principle behind the Green Deal and its ‘golden rule’ is that energy saving measures 
will pay for themselves within 25 years or the life expectancy of the product, whichever is the lesser. 
However for new buildings there is concern about the impact of sustainability on first cost and hence 
the viability of projects. This is one of the reasons given by Government for dropping the more 
rigorous definition of zero carbon, that includes unregulated carbon emissions, from the 2016 
Building Regulations for homes. It could also be argued that if we are successful in decarbonising the 
electricity grid that all buildings that rely on electricity for their energy supply will ultimately be close 
to zero carbon. However the key to this lies in the 2050 Pathways Analysis which requires demand 
to remain roughly constant between now and 2050, even with an additional 10 million homes. 

3.11  Absolutely crucial to the success of the Green Deal and enhanced Building Regulations is the 
availability of suitably skilled people to undertake the necessary work. Refurbishment has always 
been the poor cousin to new‐build and many architects, consultants and contractors have tended to 
avoid it. This is partly because of the lack of glamour and greater constraints, as well as the potential 
risks because of working with existing structures, and with complicated programming requirements 
in some cases. 

3.12   In their response to the IGT report the Government has recognized the potential capacity 
and skills shortages associated with improving 26 million existing homes and 1.7 million other 
buildings in the next forty years. Many of the strategic issues have been passed to the Green Deal 
Skills Alliance (GDSA) which is developing a Green Deal Competency Framework, Accreditation 
Standard, Common Knowledge Framework, training programmes etc. However it is not clear where 
the people will come from to fill the gap. It could be argued that this problem has been exacerbated 
by the cuts to education maintenance allowances and inactive benefits, as well as the increase in 
fees charged for further and higher education courses. 

3.13  According to the 2011 Natural Environment White Paper ‘economic growth and the natural 
environment are mutually compatible’.  This bold statement of course can be easily disproved by 
history: it could be argued that much of the destruction of ecosystems on this planet (such as rain 
forests worldwide) has been caused by an unthinking drive for economic growth. The National 
Ecosystems Assessment carried out between 2009 and 2011 reports that some 30% of ‘ecosystem 
services’ from the natural environment have declined in the last 60 years, whilst others are in a 
reduced or degraded state. The main challenge in reversing this trend is the intensification of 
agriculture to support population growth. There will also be pressure on the countryside from the 
construction of 10 million new homes projected over the next 40 years. Although the Draft National 
Planning Policy Framework (NPPF) incorporates much about protecting biodiversity it allows ‘as a 
last resort’ compensation to be paid for a development that significantly harms biodiversity. 

3.14  The Draft NPPF also addresses flood risk by requiring developers to ‘avoid inappropriate 
development in areas at risk of flooding by directing development away from areas at highest risk or 
where development is necessary, making it safe without increasing flood risk elsewhere.’ Tellingly 
this is not as strong as the wording in the 2011 National Flood and Coastal Erosion Risk Management 
Strategy for England which states that ‘it is essential that spatial planning ensures that new 



 
 

developments take flood and coastal erosion risk fully into account, and are safe from, do not 
increase, and where possible reduce risk over their lifetimes.’ 

3.15  The 2011 Waste Policy Review for England identifies planning and community involvement 
as key issues for the successful migration away from landfill. Historically public attitudes to waste 
incineration have been negative, primarily because of concerns about emissions to atmosphere and 
disruption from refuse vehicles. The key to the development of acceptable energy from waste 
installations is a combination of careful location of plants, so that vehicles can access with minimum 
impact on the neighbourhood, and the plant being located far enough away from homes and offices 
to create minimum impact on air quality whilst enabling district heating infrastructure to be 
available to the local community. A solution to this problem could be the widespread introduction of 
the latest generation of gasification and pyrolysis plants to manufacture syngas from non‐recyclable 
waste. Although it represents a low pollution alternative to incineration there is relatively little 
experience with the use of gasification and pyrolysis for recovering energy from waste and hence 
lifetime costs may be high when compared to incineration. The challenge is to ensure that waste, 
which would either be recycled or used for anaerobic digestion, is not diverted to these plants. 

3.16  There is an emphasis across Government policy on promoting ultra low emission vehicles 
(ULEV) and associated infrastructure. Because of restricted battery life and the availability of 
charging opportunities in cities there is a danger with current technologies that drivers are more 
likely to be diverted from public transport than IC vehicles. In my view the tipping point for market 
acceptance is only likely to arrive when battery life reaches 300 miles or more and the cost of new 
cars is similar to that for the equivalent IC model. 

3.17  There will be increasing competition for sustainably sourced biofuels, both internationally 
and from different sectors, such as energy generation – for grid electricity, district CHP and biomass 
boilers; and for transport – road vehicles, aircraft and ships.  

3.18  Apart from reducing CO2 emissions associated with individual vehicles the key to successful 
sustainable transport policy is behaviour change. Hence the aims must be to both reduce the need 
to travel and encourage a transition to lower carbon transport modes. In the UK there appears to be 
a Gordian knot tying many drivers to their motor cars. Like home ownership the car is an important 
status symbol and sign of independence. There are however measures that Government can 
promote in the planning environment for new development. The Draft NPPF for example includes 
direction to Local Authorities to “ensure that housing is developed in suitable locations which offer a 
range of community facilities and good access to key services and infrastructure.” Whilst in the 
paragraphs dealing with transport it requires that “planning strategies ... protect and exploit 
opportunities for the use of sustainable transport modes for the movement of goods or people. 
Therefore, developments should be located and designed where practical to accommodate the 
efficient delivery of goods and supplies, give priority to pedestrian and cycle movements, and have 
access to high quality public transport facilities.” 

3.19  Rail fares are scheduled to increase by RPI plus 3%, which will result in an increase this year 
of 8% and potentially 30% by 2015. This is likely to result in some commuters resorting to using their 
cars rather than the train, resulting in an increase in carbon emissions by a factor of 2 to 5 for each 
journey. On the other hand those that choose to travel by bus or coach will on average reduce the 
carbon emissions associated with their journey by around 40%, whilst still others may give up their 



 
 

long distance commute altogether and find a job nearer their home. Increasing cost of long distance 
rail journeys may result in more travellers using domestic flights.  

4.0  The approach required to deliver a green economy, and the aspects of the current 
economic model that require development, eliminating and/or new approaches found. What 
tensions might there be between economic growth and the green economy? Would ‘greening’ the 
economy deliver the outcomes needed? 

4.1   According to the recently published EC Communication Rio+20: towards the green economy 
and better governance, a green economy ‘... generates growth, creates jobs and eradicates poverty 
by investing in and preserving the natural capital offers upon which the long‐term survival of our 
planet depends.’ Similarly the UK Government’s most recent publication Enabling the Transition to a 
Green Economy states that ‘a green economy will maximise value and growth across the whole 
economy, while managing natural assets sustainably’ 

4.2  There is a fundamental dichotomy in these statements that I feel the EAC Inquiry should 
address. This concerns the link that Malthus made in 1798 between growth and catastrophe, later 
addressed by the Club of Rome in their 1972 report The Limits to Growth, also by BioRegional and 
WWF in their One Planet Living concept and even more recently in the now extinct Sustainable 
Development Commission’s 2009 report Prosperity Without Growth.  

4.3  The question behind all of this intellectual activity concerns whether growth is compatible 
with sustainability. Of course before this question can be addressed it is important to consider what 
we do or don’t want to grow. Malthus was particularly concerned about population growth 
outstripping agricultural production. To this the Club of Rome report added growth in 
industrialisation, resource consumption and pollution. However Governments are primarily 
concerned with economic growth, or per capita increases in Gross Domestic Product (GDP). This is 
generally considered to be an indicator of prosperity and standard of living. 

4.4  The statement made in the Summary to the SDC report that: ‘the material profligacy of 
consumer society is depleting natural resources and placing unsustainable burdens on the planet’s 
ecosystems’ may have been unpalatable to Government, in particular as it goes on to state that 
‘there is an urgent need to establish clear resource and environmental limits on economic activity 
and develop policies to achieve them.’ The author’s argument is that this profligacy increases the 
depletion of non‐renewable natural resources, pollution, energy demand, carbon emissions and 
associated climate change. Lord Stern in his 2007 review of The Economics of Climate Change takes 
the opposite view. He considers that ‘tackling climate change is the pro‐growth strategy for the 
longer term, and it can be done in a way that does not cap the aspirations for growth of rich or poor 
countries.’ However this requires enormous investment, driven by Governments, in infrastructure to 
mitigate climate change. This is what President Obama is attempting to implement in the US, but has 
signally failed at every step primarily because of Republican (Tea Party) opposition. 

4.5  In my view there doesn’t have to be a conflict between the SDC and Stern strategies. 
However I think it is important to define the type of growth that is compatible with a sustainable 
future. There needs to be a reorientation of the types of products and services that constitute our 
GDP. The SDC and Stern both foresee an economy that is geared up to support sustainable 
development and climate change mitigation, what the UN Environment Programme (UNEP) call the 



 
 

‘Green New Deal’ in their 2009 report Rethinking the Economic Recovery: A Global Green New Deal – 
borrowing from the Roosevelt New Deal of the 1930’s and not to be confused with the UK 
Coalition’s proposed Green Deal. 

4.6  On the face of it UK Government policy ticks most of the right boxes signposting the road to 
a green economy. For example its Carbon Plan, published in November 2010, and subsequent Low 
Carbon Action Plan, published recently in response to the Innovation and Growth Team’s report. 
However it is questionable as to whether key pieces of legislation, such as the Energy Bill, and policy 
statements, such as the National Planning Policy Framework (NPPF) and Electricity Reform White 
Paper, will have sufficient teeth and instil sufficient confidence to leverage the vast amounts of 
money required at a time when recession and cost cutting permeate every aspect of the economy. 

4.7  The UK Government is attempting to leverage funding for a ‘green economy’ from the 
private sector through the Green Investment Bank, whilst pump priming an improvement in the 
building stock through long term loans from the Green Deal. Subsidies are being applied through 
feed‐in tariffs.  Renewable Heat Incentives and grants to those on benefits etc through Energy 
Company Obligations.  

4.8  Modifications to the Building Regulations will be used to drive improved thermal 
performance of new buildings. This Government remains committed to a timetable of reducing 
carbon targets so that homes will generate zero ‘regulated’ emissions from 2016, although the 
original Code for Sustainable homes definition of zero carbon that included such plug‐in devices at 
televisions and white goods has been abandoned. Zero carbon non‐residential buildings will follow in 
2019. 

4.9  Another catalyst intended to green the construction sector is the ‘presumption in favour of 
sustainable development’ in the recently published Draft NPPF. The whole premise behind this 
document is that we need more development in order to accommodate a growing population, 
create jobs and engender prosperity. 

4.10  Strategies for other aspects of the green economy have been set out in an array of 
documents including the Natural Environment White Paper, Waste Policy Review, National Flood and 
Coastal Erosion Strategy, Local Transport White Paper and the Water White Paper (due in December 
2011).  

5.0  The policy and institutional ‘framework’ required to create the right conditions for the 
green economy to thrive, and whether the Government’s forthcoming Green Economy Roadmap 
provides this framework. Does the Roadmap deliver a clear vision of the green economy? 

5.1  The recently published document Enabling the Transition to a Green Economy provides a 
useful summary of the key Government initiatives that can be defined as ‘green’. It is interesting to 
see that the above document refers to the Stern thesis from 2007 that the cost of preventing climate 
change is small compared to dealing with the impacts. The figure of 1% of GDP is quoted that 
represents a capital expenditure of approximately $22.9 billion based on Q4 2010 data. This 
compares with an estimated spend of £200 billion on infrastructure in the next 5 years (according to 
the 2010 National Infrastructure Plan) and £110 billion on energy infrastructure by 2020, according 
to the DECC consultation document on Electrical Market Reform. I would like to see a spreadsheet 
that sets out clearly what the costs are for the transition to a green economy, including what will be 
spent in each Department’s sector, how much is expected to be leveraged from the private sector, 



 
 

what will be the GIB involvement and what areas of the economy are expected to grow and by how 
much?  

5.2  In my view there are some important omissions from the framework. For example there is 
no mention of the Low Carbon Construction Action Plan, ie the Government response to the IGT final 
report. This is not referred to in the Green Economy Policy Timeline, nor is the 2010 Carbon Plan. 
This figure also omits the Local Transport White Paper.  

5.3  Although the Localism Bill is mentioned in passing, there is no reference to the Local Growth 
White Paper (BIS, 2010) nor the GLG publication from January of this year Regeneration to enable 
growth. Along with the NPPF and the 2007 Local Communities Act these are all important in 
facilitating the green economy at a local level, particularly with regard to the future development of 
sustainable communities and the role of both Local Authorities and the community itself in 
implementation. In this context the impact on sustainable development of the Regional Growth 
Fund and the Local Enterprise Partnerships and Enterprise Zones needs to be mentioned.  

6.0  Priorities for action, including those sectors of the economy crucial for creating the 
conditions for a green economy 

6.1   The relevant sectors in which there should be the greatest economic activity over the next 
10 to 20 years are energy infrastructure, public transport infrastructure and refurbishment of 
existing buildings. The sectors identified in the most recent Update on the design of the Green 
Investment Bank (BIS, 2011) as being suitable for the first round of investment are informative:  

6.2  At a predicted £110 billion before 2020 decarbonising the grid represents the largest 
initiative in need of finance, with c28 GW of renewables projected in the Renewable Energy 
Roadmap at a cost of up to £60 billion, £17 billion on 6 GW of nuclear and the remainder on Carbon 
Capture & Storage (CCS), transmission reinforcement and a smart grid and metering. It is anticipated 
that CCS will not pass its demonstration phase until after 2020. 

7.0  The role of consumers, businesses, non‐government organisations, and international 
bodies in delivering, and stimulating demand for, a green economy 

7.1  Apart from funding, the biggest challenge to creating a green economy is the attitude and 
behaviour of consumers (refer to 3.2 and 3.17 above). Most of the key drivers depend on behaviour 
change. Examples include energy use, take‐up of the Green Deal, water use, waste, transport mode, 
garden biodiversity. In my view there will be resistance to the Green Deal because of the potential 
disruption from works such as insulating lofts; so it should incorporate an offer to clear, temporarily 
store and restock lofts. There should also be a link between the roll‐out of Smart meters and the 
Green Deal. This should comprise electricity, gas and water meters as a package. 

7.2  In tough economic times it may be difficult to persuade businesses to focus on sustainability, 
particularly SME’s for which energy represents a small proportion of overheads. Larger businesses, 
and particularly the more energy intensive ones, will be driven in part by the need to report on 
sustainability to shareholders and in part the statutory reporting requirements of the CRC Energy 
Efficiency Scheme.  

7.3  The Better Buildings Partnership has developed toolkits for implementing green leases and 
green building management (Green Building Management Toolkit: BBP, 2010). The latter has been 
trialled at British Land’s York House headquarters, resulting in a 32% reduction in carbon emissions 
and waste recycling increased from 40% to 70% after only one year of use. Businesses should be 



 
 

encouraged to measure and monitor their sustainability performance through such toolkits as the 
above, BREEAM In Use or the RICS Ska Rating System. 

8.0  Whether any models that more closely resemble a green economy exist elsewhere that 
the UK should aspire to 

8.1  The key question is how to recognise a successful green economy and what are its most 
important constituents (see Section 2.0 above). A useful research project might use a standardised 
series of metrics to test the main developed economies to compare their performance against 
agreed criteria. A useful report was prepared for DECC by the Regulatory Assistance Project in 
February 2010 comparing energy efficiency programmes in eleven countries, including Germany, 
Sweden, Australia and the US. Although the programmes mentioned do not cover all aspects of a 
green economy of course. 

http://www.climateworks.org/download/?id=a20cac4d‐7c38‐45ac‐95d5‐e4f305fad342 

8.2  The German KfW Energy‐efficient Construction and Rehabilitation Programme targets all 
dwellings built prior to 1984, with a view to bringing them up to current energy performance 
standards. Loans of up to 75,000 euros are available, with 10% in the form of a grant and no 
repayment required within the first five years and interest below the bank rate. It is also available 
for enhancing the specification of new homes, but with a maximum loan of 50,000 euros. It is 
understood that demand was so great in 2009 that the scheme was temporarily suspended for 
existing homes in 2010. 

9.0  How the UK’s policies to deliver a green economy relate to actions needed to deliver a  
global green economy (a theme of the June 2012 Rio Summit) 

9.1   Compared with China, India and the US, Britain’s global environmental impact is relatively 
small. Its contribution is therefore more one of influence and example setting. 

9.2  I note that one of the themes for the Rio+20 conference is ‘a green economy in the context 
of sustainable development and poverty eradication’. Of course there is a massive amount of 
funding and effort from the developed countries in achieving the Millennium Development Goals. 
However the world population is predicted to reach 9 billion by 2050 and countries such as China 
and India are seeking and achieving exponential increases in standards of living and consequential 
per capita carbon footprints. Meanwhile the US is making no headway in introducing Federal climate 
change mitigation legislation. The carbon and ecological footprints of many inhabitants of the 
African continent is close to zero. The dilemma for the Rio+20 conference to address is how to 
achieve the Millennium Goal of halving extreme poverty by 2015 and subsequently creating a world 
where the prospect of economic prosperity is available to the hundreds of millions of people 
currently living below the poverty line, whilst reducing global carbon emissions and conserving 
threatened non‐renewable resources. 
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Written evidence submitted by the British Retail Consortium 
 
 

1   Introduction 
 
1.1 The British Retail Consortium (BRC) is the lead trade association representing 

the whole range of retailers, from independents through to the large multiples 
and department stores, selling food and non-food products and services, and 
operating on the high street, out of town, in community and rural shops and 
online.  

 
1.2 Our membership accounts for over 90% of the UK grocery market by turnover, 

as well as leading fashion retailers, large and small home improvement stores, 
furniture retailers and well known department stores.  Despite the huge variety 
of products our members sell, all have embraced environment and 
sustainability policies, adapting the approach as necessary, depending on their 
business models.  

 
1.3 Retail is a fast-paced business sector; quick to innovate and lead by example.  

As such, our members lead the way on sustainable and environmental issues 
recognising that, as responsible businesses, they have a role to play in 
ensuring their operations are not harmful to our future as well as helping their 
customers make more environmentally friendly choices. Individually and 
together through the BRC, members have invested in their own operations, 
worked with their suppliers and embarked on communication campaigns to 
embed sustainable and environmental concerns into their day to day activity; 
sustainability is not treated as a ‘nice-to-have’ by our members, it is integral to 
their businesses. 

 
1.4 As a sector, retailers have led the way voluntarily on environmental policy, both 

individually and collectively through the BRC. The BRC’s climate change 
initiative ‘A Better Retailing Climate’ has achieved significant improvements in 
the two years it has been in operation, including cutting energy related 
emissions from buildings by 18%, cutting waste to landfill to 23% and reducing 
energy-related transport CO2e emissions by 18%. 

 
1.5 There is no denying that environmental and sustainability policies are complex 

to both develop and implement. Solutions often require a step change in 
attitude and approach, not least the ability to think long term. The sector is 
extremely competitive and retailers need to ensure that investment in these 
policies to meet consumer demand is efficient and effective. The majority of the 
sector has already implemented those changes that are relatively simple. 
Retailers’ logistics are hugely efficient, packaging continues to become lighter, 
less bulky and more technologically sophisticated, new stores’ carbon footprint 
are a fraction of what they were and little of retailers’ own waste is now sent to 
landfill. The more challenging aspects of this debate, such as water usage 
throughout the supply chain, the impact of older properties on the estate and 
food waste in the home are now where the biggest gains will be made.  
However, these all present significantly more challenging obstacles to 
overcome and require different ways of working to that which has moved the 
industry on to the place we are in today.  To see further progress, strong 



leadership from government, further innovation in approach and technology 
and genuine appetite and commitment from all business sectors is necessary. 

 
2 The economic, social and environmental outcomes that a green economy 

should aim to deliver, and the appropriate tools and indicators to monitor 
progress towards such outcomes 

 
2.1 The focus must be on ensuring future policy is long term. To make a real 

difference, any coherent policy in this area must look at least 20 or 30 years in 
the future and should be based on a cross-party consensus, not short term 
political changes, to ensure consistency and certainty for businesses wanting 
to invest and play their part. The Landfill Tax escalator is a good example of 
this. It has provided long term certainty to the waste management industry. By 
providing a long term signal to local authorities and private companies, the 
policy has contributed to significant increases in recycling rates. Significant 
investment has been made into recycling facilities and collection infrastructure, 
which might not have been possible if the policy’s vision had been more short 
term. In certain situations, at a practical level, shorter term certainty (e.g. 5 
years) is important to facilitate business decisions and investment, especially 
for competitive sectors such as retail. 

 
2.2 Retail supports the introduction of policies that focus on achieving 

environmental objectives using an economically efficient approach so that they 
are consistent with economic growth and improving living standards. 

 
2.3 It is estimated that over 75 per cent of UK emissions are influenced directly or 

indirectly by consumers1. Policies must ensure that consumers are engaged 
and understand both the importance of sustainability and their role in the 
transition to a green economy.  

 
3 The nature of any barriers preventing the transition to a green economy 
 
3.1 The most common barrier preventing progress towards a green economy is 

financial. This principle applies equally to businesses and consumers. For 
businesses, the expected return on investment is often not sufficiently 
compelling to make significant investments which would radically reduce 
environmental impact or carbon emissions. For example, one retailer recently 
made the decision not to proceed with the installation of solar panels at their 
head quarters site as the feed-in tariff payments had been reduced, making the 
investment less attractive.  

 
3.2 We believe Government has a leadership role to play in developing a 

legislative framework that both raises the minimum operating standards and 
supports leading businesses to adopt more sustainable business practices. 
The Government’s intervention must recognise the leadership role businesses 
can play themselves. Any intervention must ensure the regulatory environment 
does not inhibit retailers’ ability to innovate in this area. Instead, any 
intervention must incentivise and reward progressive approaches.  

 
3.3 It is important to get the mix right between enabling voluntary initiatives or 

market based approaches and introducing legislation. There is no doubt that, 
now environmental responsibility has become a competitive issue for retailers, 

                                                 
1 Consumers, Business and Climate Change; the Sustainable Consumption Institute, 2009.  
http://www.ciesnet.com/pfiles/publications/copenhagenpaper.pdf 

http://www.ciesnet.com/pfiles/publications/copenhagenpaper.pdf


the debate has moved faster and policies have developed more quickly. 
Competition can therefore be a good thing and Government should not always 
seek to legislate, when often the market can make changes more deeply and 
more quickly. 

 
3.4 However, there are times when legislation is the only way forward to deliver a 

comprehensive approach, engaging those who do not participate in voluntary 
initiatives. In these instances, we would look to government and take the lead. 
For example, retailers have taken the lead on certain environmental issues 
which have subsequently been developed further with legislative drivers, such 
as responsible sourcing timber and selling energy efficient products. In both of 
these examples, legislation has ensured that environmental opportunities have 
been maximised whilst levelling the playing field.  

 
4 The approach required to deliver a green economy, and the aspects of the 

current economic model that require development, eliminating and/or new 
approaches found. What tensions might there be between economic 
growth and the green economy? Would ‘greening’ the economy deliver 
the outcomes needed 

 
4.1 There are more synergies between economic growth and the green economy 

than commonly understood. The UK needs to be at the forefront of any moves 
to a sustainable economy to take full advantage of potential economic 
opportunities. The policy framework needs to incentivise businesses to 
embrace sustainable business practice as well as generating customer 
demand for low impact products.  

 
4.2 Given the context of resource scarcity and anticipated increases to carbon 

pricing, the long term affordable solution is to develop low carbon and zero 
carbon energy sources. In June 2008, Lord Stern estimated that the annual 
cost of addressing climate change would be 2% of GDP, compared against 
losing at least 5% of GDP if no action was taken. Retailers are increasingly 
generating renewable energy on site, and feeding excess energy back into the 
grid. This could be accelerated with the right incentives, ensuring reduced 
demand on the grid, increased energy security and decarbonisation of energy 
generation. Changes to the Carbon Reduction Commitment (CRC) and Feed-in 
Tariffs (FiTs) have discouraged further investment in these areas. 

 
4.3 The UK faces an opportunity to be a world leader in developing and 

manufacturing renewable technologies. For example, the UK Government 
continues to support development and demonstration of CCS technology, and 
Scotland is amongst the world leaders in developing wave and tidal 
technologies. The UK Government must continue to support the fledgling 
industry, where the economic case appears sufficiently compelling, to ensure 
that the UK takes full advantage of the opportunity here. 

 
4.4 As a sector, retailers have led the way voluntarily on environmental policy, both 

individually and collectively through the BRC. The BRC’s climate change 
initiative ‘A Better Retailing Climate’ has achieved significant improvements in 
the two years it has been in operation, including cutting energy related 
emissions from buildings by 18%, cutting waste to landfill to 23% and reducing 
energy-related transport CO2e emissions by 18%. Our next progress report, 
due to be launched in January 2012, will push the industry further than before, 
recognising how much has already been achieved. Current signatories to this 
initiative comprise 49% of the retail sector by market value and we hope to 



increase this level in 2011. A copy of the 2010 progress report is attached with 
this submission. 

 
4.5 The BRC has also led the way in the provision of recycling information for 

consumers. Recognising the uneven approach of local authorities in this area, 
the BRC developed the On-Pack Recycling Label (OPRL) which uses the 
familiar WRAP logo combined with information on the ability to recycle 
packaging. Over 120 companies now use this label and it now appears on 
thousands of own-brand and branded lines. We hope this label not only helps 
customers understand more about what can and cannot be recycled but also 
acts as an incentive for local authorities to invest more in their recycling 
facilities. More information is available at: www.onpackrecyclinglabel.org.uk  

 
4.6 Retailers are also committed to a number of equally significant. The Courtauld 

Commitment, which is now in phase two and is shortly to consider phase three 
is also achieving significant results. The third phase, the Product Research 
Forum, aims to improve resource efficiency and reduce the carbon and wider 
environmental impact of the grocery retail sector. It moves away from a 
historical focus on packaging and aims to achieve more sustainable use of 
resources over the entire lifecycle of products, throughout the whole supply 
chain. More information is available at: 

 
http://www.wrap.org.uk/retail_supply_chain/design/product_research.html  

 
5 The policy and institutional ‘framework’ required to create the right 

conditions for the green economy to thrive, and whether the 
Government’s forthcoming Green Economy Roadmap provides this 
framework. Does the Roadmap deliver a clear vision of the green 
economy? 

 
5.1 The BRC supports policy that provides a framework for further progress on 

these issues and we believe government has to be bold in this regard, 
recognising the scale of the challenge ahead. The BRC believes that the 
Government should set the framework and then enable retailers, along with 
other business sectors, to use their individual expertise and business models to 
achieve results in ways that best suit them. Government needs to allow 
businesses flexibility and not place onerous burdens on industries, which will 
simply inhibit their ability to innovate. 

 
5.2 The policy framework needs to provide incentives to support and encourage 

the private sector to take action where the carbon benefits are significant but 
the investment case for private sector isn’t sufficiently attractive and there are 
other social benefits. As well as ensuring the wider adoption of green 
technology, it will bring down costs of expensive technology which will in turn 
ensure the sustainable, long-term growth of the green sector. The majority of 
larger retailers are considering the introduction of renewable energy 
technology. However, in a large number of cases the economic case is not 
sufficiently compelling without additional incentive.  

 
5.3 Another important role for government is to carry out research, particularly 

generic studies that wouldn’t be pursued by an individual company. 
Government studies can be extremely useful in providing independent 
evidence to drive changes in approach.  

 

http://www.onpackrecyclinglabel.org.uk/
http://www.wrap.org.uk/retail_supply_chain/design/product_research.html


6 Priorities for action, including those sectors of the economy crucial for 
creating the conditions for a green economy 

 
6.1 A low carbon UK must involve a zero carbon energy supply, low carbon 

transport network, and a significant retrofit to the building stock to deliver a low 
carbon building stock. New stores are increasingly trialling innovative low 
carbon technology and greener materials. This could be accelerated through 
incentivisation or recognition of a reduction in embodied carbon in construction. 
Consumers must also be empowered to live low carbon lifestyles. The most 
effective way to achieve this is via price incentives. Retailers are making 
changes to their communications approaches and product ranges to enable 
consumers to make more sustainable choices. The retail sector could also 
become a significant stakeholder in the delivery of low carbon homes, as 
Green Deal providers. The British Retail Consortium is working with DECC and 
others in the design of the Green Deal policy. 

 
6.2 If the UK is to meet its 2020 and 2050 carbon reduction targets, it is imperative 

that the impact of products is also reduced. Retail is contributing through its 
work with its suppliers. Retailers are working with suppliers to manage climate 
risks and develop sustainable business models. Retailers are working with their 
suppliers to reduce waste, emissions and water use. The effect is to reduce 
cost, reducing the impact of products and build resilience to future changing 
weather patterns and rising resource costs. Retailers are collaborating to 
increase their impact. Individually, retailers are often unable to work 
constructively with the supply base to initiate change. Their impact can be 
significantly improved by adopting common messages and pooling their 
collective buying power to influence suppliers. Once suppliers make changes to 
deliver for a larger proportion of their customer base, the new behaviours 
become the norm. The Product Research Forum, referenced above, is an 
important collaborative forum to drive improvements throughout the supply 
chain.  

 
6.3 It is important to look at the overall environmental impact of a product, and not 

be distracted by individual issues – for example the footprint of a product grown 
in an artificial climate in the UK may be higher than the footprint of a product 
grown naturally abroad and then imported. Although air freight is generally not 
considered to be a responsible and sustainable activity, it is not always the 
highest impact activity to be prioritised. Retailers have made significant 
progress to reduce air freight where appropriate. However, transportation is 
often not a significant proportion of the environmental footprint. Air travel 
comprises around 2% of all global green house gas emissions. 

 
6.4 It is also important to reduce the carbon impact of the UK building stock. The 

existing building stock contributes 43% to UK carbon emissions, with 26% 
coming from domestic housing. The Green Deal has the potential to be an 
important tool to radically reduce UK carbon emissions but it at present we do 
not think it will provide does sufficient incentive for investors, providers, or 
consumers to make a significant impact. 

 
6.5 The Government should ensure it sets out a holistic and consistent approach to 

energy policy, avoiding contradictions across departments or issues areas. It is 
our view that the shifting and confusing energy policy environment in the UK, 
particularly around renewable electricity, energy efficiency regulation and 
carbon reporting, has held back progress for retailers. 

 



6.6 The introduction of a carbon price floor could add yet another layer of taxation 
for retailers, with many already subject to the Climate Change Levy (CCL) and 
CRC Energy Efficiency Scheme. Issues around carbon intensity, energy 
security, energy efficiency and carbon reporting should be considered together 
if market dynamics are to be used effectively to achieve the Government’s 
objective of a low-carbon generation future. All aspects of regulation, taxation 
and reporting should be used to recognise and promote energy efficiency and 
low carbon generation at the expense of high carbon energy usage and 
wastefulness.  

 
6.7 Recent Government changes to the CRC Energy Efficiency Scheme (i.e. the 

withdrawal of financial recycling payments as announced in the 
Comprehensive Spending Review in November 2010) have fundamentally 
changed the scheme and retailers are calling for the scheme to be abolished in 
its current form. 

 
7 The role of consumers, businesses, non-government organisations, and 

international bodies in delivering, and stimulating demand for, a green 
economy 

 
7.1 Retail has an important role in stimulating consumer demand for a green 

economy. Retailers have the potential to engage consumers with the 
sustainability agenda generally, as well as facilitating energy efficiency. The 
retail sector is striving towards sustainable models of consumption which allow 
consumers to consume and aspire to a better life, but in a manner consistent 
with long term prosperity and environmental sustainability. There are a number 
of barriers preventing consumers from making more sustainable choices, 
including price, information, a sense of hopelessness, and the need to change 
the social context2.  

 
7.2 Consumers need to be empowered to reduce their energy consumption, and 

will increasingly seek ways to do so, given the expected increase in energy 
prices to 2050. Consumers must be provided with mechanisms to reduce their 
energy consumption and cost effectively and generate their own low carbon 
electricity. Initiatives such as the EuP Directive provide a framework that 
incentivises energy efficiency. The feed-in-tariff is a valuable initiative to 
incentivise consumers to invest in renewable energy technology.  

 
7.3 Government must establish a policy framework that rewards responsible 

behaviour. It must be cheaper and easier to be green. Retailers can play an 
important role in supporting consumers to adopt green behaviour and purchase 
lower impact products. Retailers are improving communication with consumers 
through initiatives such as the On-Pack Recycling Label, referenced above. 
However, the initiative taken by retailers is not matched by local authorities, 
whose fragmented and inconsistent approach to recycling and waste 
undermines retailers’ efforts. 

 
7.4 The retail sector has also contributed to consumer behaviour change through 

their support of communications campaigns such as the Love Food Hate 
Waste campaign, led by WRAP. All the major grocery retailers support the 
campaign by providing information to customers on how to reduce food waste, 
for example, how to store food to keep it fresh for longer, recipe advice, 

                                                 
2 Consumers, Business and Climate Change; the Sustainable Consumption Institute, 2009.  
http://www.ciesnet.com/pfiles/publications/copenhagenpaper.pdf  

http://www.ciesnet.com/pfiles/publications/copenhagenpaper.pdf


guidance and ideas to increase use of leftovers, information on appropriate 
portion sizes and different size product formats. 

 
8 Whether any models that more closely resemble a green economy exist 

elsewhere that the UK should aspire to. 
 
8.1 It is regularly reported that other countries have gone further, faster than the 

UK in evolving to a green economy. The BRC believes that the Government 
should seek to access a greater proportion of the global green economic 
opportunity by providing sufficient incentives to business. With around 6% of 
energy being sourced from renewable sources, the UK is behind the majority of 
nations in the European Union. The average across the EU is around 15%, 
with leaders such as Austria and Sweden sourcing over 50% from renewable 
sources. If the UK is to access the economic opportunity presented by climate 
change, it should be at the forefront of developing green technologies such as 
renewable energy generation.  

 
9 How the UK’s policies to deliver a green economy relate to actions 

needed to deliver the global green economy (a theme of the June 2012 Rio 
Summit) 

 
9.1    No comment 
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Written evidence submitted by Public Interest Research Centre 
 

About PIRC 

The Public Interest Research Centre (PIRC) is an independent charity, whose 

work is aimed towards building a sustainable society. Through research and 

advocacy, we press for the structural changes needed to effectively tackle 

climate change and ecological degradation. 

 

Declaration of Interests 

Established in 1971, the Public Interest Research Centre is an independent 

charity (Registered No. 266446). Our funding is provided by charitable 

foundations and individual donations. We do not receive any corporate or 

government funding. 

 



Summary 

• The transition to a green economy needs to ensure all areas of the 

economy decarbonise, rather than simply shifting emissions 

elsewhere.  

• The Government’s ‘Green Economy Roadmap’ was disappointing in 

failing to acknowledge one of the key indicators of a green economy 

– whether total emissions are rising or falling. Once outsourced 

emissions are factored in, the UK’s emissions continue to rise. 

• Bending to lobbying from the energy intensive industries sector, the 

Government has begun to make allowances for climate policy 

driving ‘carbon leakage’ – but is ignoring the much larger 

outsourcing of emissions that takes place regardless of existing 

climate policies. 

• It is clear that a wide range of solutions exist for Government, 

businesses, consumers and NGOs to address outsourced emissions 

and build a truly green economy – but they need to be given fresh 

impetus and greater coordination. 

• The UK should aspire to follow the examples of Scotland, the 

Netherlands and Sweden, each of which present models that more 

closely resemble a truly green economy in respect of the ways they 

are tackling outsourced emissions. 

• When total UK emissions are counted, this highlights a tension 

between economic growth and the green economy. In order to work 

towards an absolute (rather than merely relative) decoupling of 

emissions, and build a truly green economy, the UK’s full emissions 

profile needs to be addressed. 

Given this, we recommend that: 

• The Government mandates an investigation into the UK’s 

outsourced emissions by the Committee on Climate Change (CCC) in 

its updated Carbon Plan this Autumn. 

• We would also welcome a dedicated inquiry into the subject of 

outsourced emissions by the Environmental Audit Committee. 



Submission 

 
1. The transition to a green economy needs to ensure all areas of the 

economy decarbonise, rather than simply shifting emissions elsewhere. 

PIRC is very concerned that current provisions for the move towards a  

green economy in the UK include a major loophole around outsourced 

emissions. PIRC have already submitted evidence on this matter to the 

Environmental Audit Committee’s recent inquiry on Carbon Budgets.1 As 

a result, we will not simply repeat our earlier submission, but focus here 

on a) the shortcomings of the Government’s ‘Green Economy Roadmap’ in 

this regard, and b) on the potential solutions that Government could 

provide in this area. We attempt to answer many of the EAC’s framing 

questions for the inquiry through this lens. 

 

2. The Government’s recently‐published document ‘Enabling the 

Transition to a Green Economy’ (formerly and hereafter referred to as 

the Green Economy Roadmap) was disappointing. Its stated remit was 

ambitious: “A green economy is not a sub‐set of the economy at large – 

our whole economy needs to be green.”2 Globalisation has meant that ‘our 

whole economy’ stretches far beyond territorial borders, enabling trans‐

national trade in labour, capital – and pollution. This has led inadvertantly 

to the outsourcing of greenhouse gas emissions, so that by 2004 the UK’s 

total carbon footprint was 19% larger than in 1990 – despite reductions in 

territorial emissions.3 Yet no‐where does the Roadmap acknowledge this 

stark fact, or attempt to make provisions for it. The Roadmap does not, 

therefore, deliver a clear vision of the green economy. 

 

 

3. Earlier indications suggested the Green Economy Roadmap would seek 

                                            
1 PIRC’s submission to the EAC’s Carbon Budgets inquiry is available online here: http://bit.ly/luaIAe  
2 HM Government, Enabling the Transition to a Green Economy: Government and business working 
together, August 2011, p.4. 
3 Stockholm Environment Institute, Development of an Embedded Emissions Indicator, report for 
Defra, July 2008. 

http://bit.ly/luaIAe


to address this issue – but instead it has been ignored. For the past three 

years, Defra have been the leading department in Whitehall trying to 

advance action on the UK’s outsourced emissions, within its Sustainable 

Consumption and Production team. This work has recently been 

subsumed under the Coalition’s focus on the ‘Green Economy’. Amongst 

the areas that Defra lists under its ‘Green economy, green business’ 

webpages is a section on ‘Sustainable products and consumers’ which 

states unequivocally: “When you consider all the products we import and 

consume in the UK, the UK’s total greenhouse gas emissions have 

increased by 19% since 1990… The impacts from our businesses, lifestyles 

and homes are not sustainable.”4 A public presentation given by Defra at a 

conference in December 2010 suggested that a breakthrough had been 

made in convincing other departments to share these legitimate concerns. 

The presentation stated there was a “Shared understanding between 

Defra, DECC and BIS that looking only at the production picture, and not 

the consumption one, is potentially unhelpful for… climate change ‐ if we 

overestimate the effectiveness of our domestic climate change policies by 

only considering territorial emissions by source… Seeking to incorporate 

this into the Green Economy Roadmap.”5 Despite Defra’s best efforts, no 

such incorporation has been made. 

 

4. The Green Economy Roadmap neglects a fundamental indicator of 

success in transitioning to a green economy – whether total emissions 

are rising or falling. The Government’s own Sustainable Development 

Indicators 2010 include UK consumption emissions as a key measure of 

sustainability.6 Despite progress on many of these indicators, consumption 

emissions are shown to be still rising. No mention of either the indicator or 

this worrying trend is made in the Green Economy Roadmap. Moreover, 

measurement of outsourced emissions is not yet even joined‐up across 

                                            
4 See http://www.defra.gov.uk/environment/economy/products‐consumers/.  

9th December 5 Presentation at the SDRN Annual Conference 2010 by Alice Baverstock, Defra, 
2010, http://www.sd‐research.org.uk/wp‐content/uploads/microsoft‐powerpoint‐alice‐
baverstock.pdf  
6 Defra and Office of National Statistics, ‘Measuring Progress: Sustainable Development Indicators 
2010’, http://sd.defra.gov.uk/documents/SDI2010_001.pdf  

http://www.sd-research.org.uk/wp-content/uploads/microsoft-powerpoint-alice-baverstock.pdf
http://www.sd-research.org.uk/wp-content/uploads/microsoft-powerpoint-alice-baverstock.pdf
http://sd.defra.gov.uk/documents/SDI2010_001.pdf


departments: though Defra publish historical figures for UK consumpti

emissions – verified by the ONS – on their website,

on 

 

 should 

at Government 

an begin to deliver against the indicators it has set itself. 

ge’ 

e of 

ssions 

 

ces or protection would drive less than 2% of 
10

 such as 

 

ld 

                                           

7 DECC continue to 

publish only territorial emissions.8 A chance to remedy this discrepancy is

looming: Defra have recently let a contract to Leeds University to report 

on UK emissions from consumption from 2010‐2016;9 these figures

also be made available on the DECC website alongside territorial 

emissions data. Proper reporting needs to be in place so th

c

 

5. The Government, bending to lobbying from the energy intensive 

industries sector, has begun to make allowances for climate policy 

driving ‘carbon leakage’ – but ignores the much larger outsourcing of 

emissions that takes place regardless of existing climate policies. It is 

important to differentiate between what is often termed ‘carbon leaka

and the far larger problem of outsourced emissions. Carbon leakage 

usually refers to emissions being driven overseas as a direct consequenc

stringent climate change policies, where businesses seek to avoid the 

additional cost of abating emissions by moving their operations to a 

lower‐compliance regime. Research by the Carbon Trust shows that this 

could affect only a very small number of sectors and a tiny percentage of 

UK emissions: it is calculated that implementing the current EU Emi

Trading System (EU ETS) Phase III targets to 2020 without any free

allocation of allowan

emissions abroad.  

Nevertheless, since certain strategic energy‐intensive sectors –

steel, aluminium and cement manfacture – could be affected 

disproportionately, the government is justified in giving some attention to

measures that will discourage such leakage. It is clear that efforts to bui

 
7 Defra website, http://www.defra.gov.uk/statistics/environment/green‐economy/scptb01‐ems/  
8 DECC 
website, http://www.decc.gov.uk/en/content/cms/statistics/climate_stats/gg_emissions/uk_emissio
ns/uk_emissions.aspx  
9 Defra research project ET0101, ‘Embedded Carbon Emissions Indicator’, http://bit.ly/nhvexA  
10 Carbon Trust, Tackling carbon leakage: sector‐specific solutions for a world of unequal carbon 
prices, March 2010. 

http://www.defra.gov.uk/statistics/environment/green-economy/scptb01-ems/
http://www.decc.gov.uk/en/content/cms/statistics/climate_stats/gg_emissions/uk_emissions/uk_emissions.aspx
http://www.decc.gov.uk/en/content/cms/statistics/climate_stats/gg_emissions/uk_emissions/uk_emissions.aspx
http://bit.ly/nhvexA


a green economy in the UK would be hampered (environmentally and 

economically) if certain parts of industrial supply chains were to quit the 

UK entirely or discouraged from relocating here (for example, steel castin

for the manufacture of wind turbine components). However, we wou

urge caution that the Government not overreact to such fears: recent 

research by the Grantham Institute suggests that too many industrial 

sectors are likely to benefit from compensatory free allowances under 

Phase III of the EU ETS, resulting in an excessive transfer of EU citizens’  

taxes to these sectors.

g 

ld 

d urge that a public 

onsultation is held on them prior to implementation. 

 

 

the 

nly 

at 

nquiry 

into outsourced emissions by the Committee on Climate Change.12 

                                           

11 We wait to see the Government’s heralded package 

of measures to compensate energy‐intensive sectors an

c

 

Furthermore, concerted lobbying on this relatively small matter risks

obscuring the far larger problem of UK emissions being outsourced 

overseas regardless of the shape of existing British climate policy. The 

quickest glance at data on outsourced emissions over the last twenty years

shows that this process has not been driven by climate policy to date, but 

rather is a long‐established negative trend driven by globalisation and 

flight of capital and labour from UK industry to predominantly Asian 

countries. The hue and cry over carbon leakage from the energy‐intensive 

industries forgets the simple fact that environmental legislation plays o

a small part in determining overall costs for most businesses, and th

labour costs tend to be far more important. It forgets too that many 

multinational businesses based in the UK are facing increasing demands 

from consumers to account for the environmental impacts of their global 

supply chains, and would like Government to provide clarity and a level 

playing field on this too. For example, the UK Corporate Leaders’ Group 

on Climate Change recently called on Government to mandate an e

 

 
 

11 Grantham Institute – Imperial College London, London School of Economics, & Carlos III University 
in Madrid, ‘Policy brief: Still time to reclaim the European Union Emissions Trading System for the 
European tax payer’, May 2010, http://cep.lse.ac.uk/pubs/download/pa010.pdf  
12 UK Corporate Leaders’ Group on Climate Change, Seize the Day, June 2010. 

http://cep.lse.ac.uk/pubs/download/pa010.pdf


6. It is clear that a wide range of solutions exist for Government, 

businesses, consumers and NGOs to address outsourced emissions and 

build a truly green economy – but they need to be given fresh impetus 

and greater coordination. To be clear, the best policy advice on what to do 

about the UK’s outsourced emissions will come from a thorough 

investigation by the CCC. However, multiple solutions already exist. 

Some are being researched and pursued by Defra, but with insufficient 

cross‐departmental backing to date. Others remain entirely unexplored. 

The following give a flavour of potential interventions Government could 

make were it to take the matter seriously, running from the level of the 

individual consumer up to international negotiations: 

 of product carbon 

 promote the buying of 

s part of targets for lifecycle reductions in 

choice‐edit product lines on the basis of 

atory carbon labelling and company supply‐

 

• Working with businesses to increase the uptake

labelling using the PAS‐2050 British Standard; 

• Running a communications campaign to

products with lower carbon footprints; 

• Extending the Courthauld Commitment with retailers to cover 

outsourced emissions (a

supply chain impacts); 

• Encouraging retailers to 

carbon footprint scores; 

• Introducing mand

chain reporting;  

• Promoting international Product Standards, or introducing a 

‘Product Emissions Performance Standard’, applicable to any goods 

or services whether produced within the UK or overseas

• Incentivising resource efficiency and investing in green 

manufacturing technologies (such as for the steel, aluminum and 

; 

ing; 

 purchasing goods and services with lower lifecycle 

rs 

cement industries) to make the UK a hub of clean manufactur

• Accounting for outsourced emissions in public procurement 

policies, and

emissions; 

• Promoting demand‐side measures to alter consumption patterns 

that would reduce emissions, ranging from encouraging consume



to buy longer‐lasting products (and keep products for longer), to 

; 

national trade deals that promote emissions 

discouraging food waste and incentivising dietary change

• Striking inter

governance; 

• Introducing Border Adjustment Mechanisms to price carbon into 

imports; 

• Treating outsourced emissions as akin to aviation and shipping 

under the Climate Change Act, and taking compensatory domestic 

action if international action is insufficient. 

 

7. The UK should aspire to follow the examples of Scotland, the 

Netherlands and Sweden, each of which present models that more 

closely resemble a truly green economy in respect of the ways they are 

tackling outsourced emissions. In Scotland, the government is obliged 

under the Climate Change (Scotland) Act 2009 to “lay before the Scottish 

Parliament a report in respect of each year in the period 2010‐2050… 

set[ting] out the emissions of greenhouse gases (whether in Scotland or 

elsewhere) which are produced or otherwise associated with the 

consumption and use of goods and services in Scotland during that 

year.”13 The Scottish Government has commissioned research into 

Scotland’s historic emissions from a consumption basis, and will update 

this in 2012.14 The Dutch Government has sponsored research into 

consumption‐based emissions through the Netherlands Environmental 

Assessment Agency (PBL)15 and has often been at the forefront of 

sustainable consumption policies, such as the development of ecological 

footprinting tools, and the NU‐Spaarpas, a pioneering ‘green loyalty card’ 

                                            
13 Climate Change (Scotland) Act 2009, para 37, pp.21‐22; see 
also http://www.scotland.gov.uk/Topics/Environment/climatechange/scotlands‐
action/climatechangeact/reporting  
14 Scottish Government, ‘Production of a time series of Scotland’s Ecological and Greenhouse Gas 
Footprints’, 2009, and PIRC correspondence with Daniel Hinze, Senior Economist in the Environmental 

, 
ental Protection Agency, ‘Consumption‐based 

/July/HarryWilting‐consumption‐based‐accounting.pdf

Analysis Unit, Scottish Government, August 2011. 
15 See for example presentation at Leeds‐CCEEP Expert Workshop on Consumption‐based Accounting
5th July 2011, by Harry Wilting, Netherlands Environm
accounting: a tool for policy’, available online 
at http://www.cccep.ac.uk/Events/Past/2011   

http://www.scotland.gov.uk/Topics/Environment/climatechange/scotlands-action/climatechangeact/reporting
http://www.nuspaarpas.nl/www_en/


to promote sustainable buying habits.16 In Sweden, meanwhile, the 

Government’s Environmental Objectives Bill of March 2010 was 

introduced with the goal of “hand[ing] over to the next generation a 

society in which the major environmental problems in Sweden have been 

solved, and that this should be done without increasing environmental 

and health problems outside Sweden’s borders.” Since the passage of the 

Bill, Sweden has developed a series of environmental indicators which all 

take into account a consumption perspective, including outsourced 

greenhouse gas emissions.17 
 

8. What tensions might there be between economic growth and the green 

economy? The Green Economy Roadmap calls for “green growth” and for 

“wealth [to be] generated while emissions and other environmental 

impacts are reduced.” This is certainly to be encouraged, but to do so will 

require a fuller picture of the impacts of growth to date. The key is the 

level of decoupling occurring in the UK economy: that is to say, how far 

growth can be decoupled from emissions.18 Whilst the UK economy has 

experienced relative decoupling in recent decades – a fall in the amount of 

carbon emitted per unit of GDP created – it is plain to see, once outsourced 

emissions are factored in, that absolute decoupling has not yet occurred. 

Structural decomposition analysis of total UK emissions trends carried out 

by Stockholm Environment Institute for Defra shows that “while 

technological efficiency has improved the CO2 impacts of our products 

since 1992, the rise in UK consumption has outstripped the improvements 

achieved”.19 Civil servants have warned Ministers in briefings that “the 

Government needs to be cautious about over‐claiming on its achievements 

                                            
16 See http://www.nuspaarpas.nl/www_en/  
17 Swedish Environmental Protection Agency, The Climate Impacts
2010; Swedish Consumption and the Global Environment, 2011. 

 of Swedish Consumption, January 

n: 

3bd2a12/decoupling‐growth‐from‐carbon‐presentation

18 For a discussion of decoupling, see Prof Paul Ekins’ presentation ‘Decoupling Growth from Carbo
Possibilities and Policies’, 22nd May 2008, available online 
at http://www.slideshare.net/guest   

 19 Defra briefing, ‘Sustainable Consumption and Production’, undated (2008?), released following
Freedom of Information request by PIRC in 2011. Available for download 
from http://pirc.info/foi_outsourced.zip 

http://www.slideshare.net/guest3bd2a12/decoupling-growth-from-carbon-presentation
http://pirc.info/foi_outsourced.zip
http://pirc.info/foi_outsourced.zip


in decoupling economic growth from environmental degradation”.20 
 

Going further, Steven Sorrell of the University of Sussex, in assessing the 

historical data on emissions from UK consumption, has concluded that 

“Economic Growth [is] incompatible with deep cuts in emissions”21 – at 

least by going on past example. Whether the same continues to be true in 

future can only be properly gauged by moving to measure UK 

consumption emissions on an annual basis, and taking appropriate action 

based on these insights.  

                                            
20 Defra briefing to Hilary Benn, ‘Publication of Defra research report: Embedded CO2 emissions 
associated with UK imports’, 29th May 2008, p.3, released following Freedom of Information request 
by PIRC in 2011. Available for download from http://pirc.info/foi_outsourced.zip 
21 Steven Sorrell, University of Sussex, slides for presentation given at Leeds‐CCEEP Expert Workshop 
on Consumption‐based Accounting, 5th July 2011, available online 
at http://www.cccep.ac.uk/Events/Past/2011/July/JohnBarrett‐SteveSorrell‐carbon‐budgets‐
rebounds‐efficiency‐gains.pdf  

http://www.cccep.ac.uk/Events/Past/2011/July/JohnBarrett-SteveSorrell-carbon-budgets-rebounds-efficiency-gains.pdf
http://www.cccep.ac.uk/Events/Past/2011/July/JohnBarrett-SteveSorrell-carbon-budgets-rebounds-efficiency-gains.pdf


 
Recommendations 

1. To open up policy discussions about outsourced emissions, the 

Government must mandate an investigation by the Committee on 

Climate Change (CCC) in its updated Carbon Plan this Autumn. The 

Green Economy Roadmap held out the promise of strengthening 

government policy on outsourced emissions, but has failed to do so. In 

order to provide clarity to business on this issue, and demonstrate it is 

serious about building a green economy (rather than simply an economy 

that outsources its environmental problems), the Government must 

mandate an investigation by the CCC into outsourced emissions, as part of 

its updated Carbon Plan this Autumn. As recounted in our previous 

evidence to the EAC, the Government has to date resisted mandating such 

an investigation; it should not continue to do so.22 

 

2. We would also welcome a dedicated inquiry into the subject of 

outsourced emissions by the Environmental Audit Committee. 

 
25 August 2011 

                                            

aIAe

22 See PIRC’s submission to the EAC’s Carbon Budgets inquiry, available online 
here: http://bit.ly/lu  

http://bit.ly/luaIAe


Written evidence submitted by International Synergies Limited 
 

 

1. Executive Summary  

1.1 A ‘Green Economy’ should enable businesses to decouple the production of goods 
and services from their associated carbon emissions and depletion of natural 
resources. This ‘decoupling’ can most efficiently be achieved through applied 
industrial symbiosis. The UK is home to the world’s most successful industrial 
symbiosis initiative – the National Industrial Symbiosis Programme (NISP), which 
should be enhanced to support the delivery of a green economy. A very strong UK 
and international evidence base is provided in support of this view. 

 
1.2 Research commissioned by the European Commission (2011), identified NISP as the 

world's most effective resource efficiency programme, and recommends the 
replication of the programme across all 27 EU Member States. 

 
1.3 Table 1 shows the economic, environmental and social impact of NISP in England, 

since 2005 and associated investment cost per unit from public investment: 
 
Table 1 – NISP outputs 2005 -2011 

 

 
 

1.4 The outputs delivered through NISP are achieved with a net financial benefit to the 
Treasury i.e. although the programme receives direct Government. investment the 
end result is that Govt. direct tax revenues are roughly somewhere between x6 to x9 
the investment. Independent economic analysis of NISP has identified that the 
programme (between 2005 and 2010) generated £1.4 billion to £2.4 billion of Total 
Economic Value Added (TEVA), equating to a multiplier effect on Government 
investment of between 53.2 and 88.6.  

 
 
 



1.5 International Synergies continued success in delivering industrial symbiosis in the UK 
thus fostering a green economy has led to International Synergies assisting to set up 
programmes (based on the NISP model) in China, Brazil, Romania, Hungary, 
Mexico, Turkey, South Africa and Slovakia and currently in development programmes 
in Poland, Italy, Germany and Spain.  

 
1.6 The OECD has identified industrial symbiosis ‘a la NISP’ as systemic innovation 

‘vital for future green growth’ and has made NISP an OECD exemplar case for 
partnership/networking for eco-innovation.  

 
1.7 We hope that the Committee, based on the evidence, support industrial symbiosis 

and NISP as a catalyst for developing a green economy, however, to maximise its 
potential it needs to be a core policy across Government rather than as is the 
case today.  Currently NISP is ‘buried’ deep beneath the limited waste agenda and a 
combination of reduced Government investment (thus reduced Government Tax 
returns) and the gradual blunting of the programme’s effectiveness by misguided 
direction is putting in danger the UK’s world lead in this area. 
 

1.8 Further information about NISP can be found in NISP The Pathway To A Low Carbon 
Sustainable Economy http://www.international-synergies.com/media-
centre/publications/  

 
2. Area of expertise of International Synergies Limited. 

 
2.1 International Synergies is the recognised World Leader in applied industrial 

symbiosis (an industrial ecology tool for innovation and green growth).  Our 
credentials to contribute to this agenda are contained in Appendix1. 
 

3. Applied industrial symbiosis: An approach required to deliver 
 a green economy  

3.1 Industrial symbiosis is a proven catalyst for green growth. It enables businesses to 
respond to new opportunities and growing markets without the normally associated 
environmental degradation. Where resources (of whatever type) are used inefficiently 
in business processes they create additional and unnecessary costs that constrain 
growth, generate waste and further deplete scarce natural resources. 

 
3.2 Industrial symbiosis based on NISP’s achievements is cited by the Organisation for 

Economic Co-operation and Development (OECD) as “an exemplar of systemic 
eco-innovation that is vital for future green growth” [Figure 1] and is advocated 
by DG Enterprise & Industry as a recommended policy instrument in the 
‘Sustainable Industry: Going for Growth & Resource Efficiency strategy 
(August 2011).    

http://www.international-synergies.com/media-centre/publications/
http://www.international-synergies.com/media-centre/publications/


 
 Figure 1 below: Drivers of Green Growth (OECD, 2010) 
 

 
 

3.2 Definition: Industrial Symbiosis engages diverse organisations in a network to foster 
eco-innovation and long-term culture change. Creating and sharing knowledge 
through the network yields mutually profitable transactions for: novel sourcing of 
required inputs, value-added destinations for non-product outputs, and improved 
business and technical processes. (Lombardi and Laybourn 2011) 

 
3.3 Industrial symbiosis enables businesses to harness the full economic value of under-

utilised resources to create new market opportunities and provide environmental 
benefits in the form of CO2 reduction, reduced consumption of water and virgin 
materials as well as a reduction in industrial waste and pollution. 

 
3.4 To achieve a ‘green economy’ it is important that businesses develop a ‘systemic’ 

understanding of all their resources and move away from the current ‘linear’ 
approach that results in inefficient and unsustainable resource consumption.  Applied 
industrial symbiosis shows that the systemic approach adds to the bottom line. 
 

3.5 Industrial symbiosis provides a most efficient and cost effective way to stimulate 
green business growth and reduce greenhouse gas emissions from industry. Figure 2 
(below) describes how industrial symbiosis is able to generate emissions reductions: 
 

 
 
 
 
 



 Figure 2 below: Nature of emissions reductions through industrial symbiosis  
 

Input savings Lower embedded energy in processing recycled 
materials than virgin raw materials 

Process savings Savings in gas, electricity or other fuel use by one of 
the synergy partners, principally through innovation 

Energy Savings Production of energy through, for example, anaerobic 
digestion and utilisation of waste heat 

Fuel substitution Replacing fossil fuels with other non fossil fuel sources 
in industrial processes 

Transport savings Reduction in transport and logistics directly associated 
with synergies 

Disposal savings Reduction in biodegradable material sent to landfill 
 
3.6 Demand led innovation from industrial symbiosis is an efficient way to maximise the 

contribution from the UK’s research centre’s such as universities.  A study by the 
University of Birmingham found that 20% of all activity under NISP involved bring 
new R&D to market.  Strengthening links with UKTI could mean that the UK could 
increase its share of the global environmental technologies market. 

 
4. Model for the green economy in the UK: the National 
 Industrial Symbiosis Programme (NISP)  
 
4.1  NISP provides an effective existing model for delivering green growth in the UK and 

has the support of British industry with the Confederation of British Industry 
(CBI) calling on the Government to “further develop and encourage the work of NISP” 
(CBI: ‘Making Ends Meet’, February 2011).    
 

4.2 NISP facilitates mutually profitable links between participating companies.  Between 
April 2005 and March 2011* NISP enabled its UK business members to: 
 
• Generate £900 million in additional sales;  
• Cut costs by £860 million; 
• Reduce industrial CO2 by 34 million tonnes; 
• Divert 39 million tonnes waste from landfill; 
• Reduce industry’s demand for virgin materials by 53 million tonnes; 
• Cut water use by industry by 65 million tonnes; 
• Recover and reuse 2.4 tonnes of hazardous waste; and 
• Create and safeguard 8,770 jobs.** 

 
*All figures are externally verified and include persistence (capped at 5 years) based on the fact that a 
 synergy will continue to deliver benefits year after year 
. 
** NB at £3152 per job we believe this to be up to one eighth of the investment needed per job than those 
 projects approved under the Regional Growth Fund and projected in the new Enterprise Zones     



 
4.3  Independent (Manchester Economics) economic analysis of NISP has also identified 

that the programme generates a significant financial contribution to the UK economy 
in the form of Gross Economic Value Added (GEVA - capturing direct and indirect 
employment and profit value added). Between 2005 -2010, the analysis indentified 
that NISP generated in the range of £369m to £660m, equating to an investment 
multiplier for Government in the range of 14.3 – 23.9.  

 
4.4 Monetising the additional environmental benefits derived from NISP is possible 

through the Treasury Green Book analysis of net Total Economic Value Added 
(TEVA) and brings this figure to between £1.4 billion to £2.4 billion, with a multiplier 
effect on Government investment of between x53.2 to x88.6. This analysis also 
reveals that the impact of this industrial symbiosis project on the Exchequer ranges 
from £148m to £247m additional tax receipts, measured through a combination of 
income tax, corporation tax and VAT between 2005 and 2010.  
 

4.5 Value for Money – It is clear from 3.2 and 3.3 above that even at the bottom end of 
the scale the return on investment and benefit cost ratios are stunningly good.  The 
implication is that done at scale, transitioning to a green economy can be win win win 
with both Government and industry increasing revenues whilst delivering improved 
environmental performance.  Industrial symbiosis for little investment delivers 
massive public goods.  .  

 
 
5. How UK policies can support global transition to Green 
 Economy   
 

5.1  The ‘NISP model’ for applied industrial symbiosis recognised as global best practice. 
 

5.2  International Synergies was commissioned to set up and support the delivery of 
industrial symbiosis projects in China, Mexico, Brazil and South Africa as part of the 
UK Government’s Sustainable Development Dialogue Programme. International 
Synergies is now, via the European Commission assisting establishing an industrial 
symbiosis network in the largest industrial park in the world, the Tianjin 
Economic Technological-Development Area (TEDA), working alongside the 
United Nations International Development Organisation.  In addition International 
Synergies are the only UK member of the Chinese TEDA Low Carbon International 
Cooperation Committee. 



 
5.3 International interest in NISP is driven by the increasing weight of research, policy 

and empirical evidence calling for the deployment of new industrial symbiosis 
initiatives. The European Commission has commissioned research (undertaken by 
COWI) that assessed the effectiveness of 120 different resource efficiency policies 
throughout the World from 23 countries. The report identifies the NISP as the most 
effective policy in terms of its cost-effectiveness, carbon reduction, benefit to 
business and its potential for replication throughout Europe.  For example, in its 
analysis of NISP’s ‘value for money’, the COWI report identifies that the programme 
delivers CO2 reduction at only €0.44 / Tonne of CO2. 
 

5.4 Criteria for selection included “Expectation of large resource efficiency potential, 
coverage of key sectors, coverage of key resources (including water) and the 
economic structure of the country”.  Based on further screening the report selected 
nine cases for further analysis.  Of these nine, NISP is at the top of the list for cost 
effectiveness, impact and replication potential across Europe. 
 

5.5 NISP was said to give “the widest environmental and economic benefits” and 
“optimises the use of resources”.  Key factors identified as underpinning NISP’s 
success included “cross sectoral synergies between industries” and “backing of 
national funding”. 
 

5.6 The report concludes that replicating NISP across the European Union would result 
in an economic gain to businesses of more than €3,000,000,000 (additional sales 
and cost savings) and generate an annual CO2 saving of 45,000,000 tonnes – 
equating to approximately 5% of Europe’s annual emissions reduction target 
for 2020. 
 

5.7 Building on this evidence base, industrial symbiosis is being included in European 
policy. The European Commission Roadmap for a Resource Efficient Europe (part of 
the Resource-Efficient Europe Flagship Initiative of the Europe 2020 Strategy) has 
promoted industrial symbiosis as a policy instrument.  In his closing remarks at Green 
Week (2011) Commissioner Potocnik stated that industrial symbiosis should be 
replicated across Europe. At the launch of the Flagship Initiative in January 2011 
NISP was cited as only one of 3 best practice examples (the only one from the 
UK) and had previously been cited as best practice within the EU Waste Framework 
Directive. (Incredibly Industrial Symbiosis wasn’t included in the Waste Policy Review 
2011 even though based on Defra’s own figures NISP has been the most successful 
UK programme since its inception in 2005). 



 
5.8 Malcolm Harbour, Member of European Parliament, West Midlands quotes: 

 
“I am delighted to see that International Synergies a company from the West 
Midlands is  setting up an office in Brussels and look forward to seeing its 
innovative applied industrial symbiosis approach, proven by it creation and 
delivery of the UK’s National industrial Symbiosis Programme (NISP) being 
further implemented across other countries in Europe. 
 
The substantial growth opportunities that arise from industrial symbiosis, 
particularly for SMEs, and the concomitant environment benefits make this 
approach very relevant to our 2020 Vision and an approach that can be 
implemented quickly and effectively”. 
 

5.9 DG Enterprise & Industry has similarly called for the accelerated adoption of 
industrial symbiosis initiatives in Europe, advocating industrial symbiosis as a 
recommended policy instrument in its recent publication ‘Sustainable Industry: 
Going for Growth & Resource Efficiency’ (August 2011). 
 

5.10 NISP was cited as one of the world’s top 20 Green Game Changing Business 
Innovations in a report commissioned by the Worldwide Fund for Nature, 2010, and 
was subsequently awarded the prestigious edie.net Award for Environmental 
Excellence in the category of ‘Best Carbon Reduction Project’ (2010).  
 

5.11 There is a large body of underpinning academic evidence behind industrial symbiosis 
– unfortunately the UK are not leaders in this area (USA, Netherlands, Finland, Korea 
are probably out ahead), however, through International Synergies this activity has 
increased and we are responsible for the new definition of industrial symbiosis 
replacing one from the USA.  There are some excellent pockets such as Prof Roland 
Clift at University of Surrey and Dr Rachel Lombardi at the University of Birmingham.   

 
6. Recommendations 
 
6.1  Continued but enhanced investment from UK Government but in a central role 

(compare and contract with the Korean Government approach where they are 
intending putting this activity under the office of the Prime Minister).  This approach 
can be scaled up today. 

 



 
 Figure 3 below: EIP Development: Pan-Governmental Cooperation System  

 

 
 

6.2 Move away from ‘pre-determined’ technology fixes where the technologies are 
decided upon and then launched into the market often with perverse incentives.  A 
better approach is to create the conditions under which demand led innovation can 
thrive. 

6.3 Government to review UK carbon accounting legislation to include ‘lifecycle’ 
emissions – currently limited to ‘direct emissions’. 

 
6.4 Consider hypothecating/investing a fraction of the revenues associated with taxes 

designed to change behaviours towards the environment to industrial symbiosis.   
Better regulation (if needed at all) can come from a direct feedback mechanism from 
the companies engaging in industrial symbiosis to policy makers i.e. identify those 
regulations that are well intentioned but have a limiting effect on the ground to the 
achievement of a Green economy.  

 
6.5 The Technology Strategy Board are currently considering the establishment of a 

number of Technology Innovation Centres (TICs).  Resource efficiency is one area 
under consideration but, of course, lacks the ‘glamour’ of an Aerospace.  If, however, 
a Resource Efficiency TIC was established with industrial symbiosis at its heart then 
more advanced applications (3rd generation industrial symbiosis) could be 
accelerated which would have a major contribution to transitioning to a Green 
Economy. One such 3rd generation is Regional Economic Development through 
Intelligence Based Industrial Symbiosis which is about to be piloted in two locations  

 in the Midlands. 



6.6 Industrial symbiosis could be one of the UK’s ‘big ideas’ for Rio + 20 input.  The 
industrial symbiosis programme that International Synergies established in Brazil has 
already extended to 7 Brazilian States.  International Synergies will be submitting to 
the Inquiry for Preparations for the Rio+20 essentially this same evidence, however, 
details will be included of a major international conference on applied industrial 
symbiosis to be held in Birmingham June 12th to 14th 2012 i.e. Rio + 20 + 1 week.  
The conference has the backing of major institutions (including OECD), major 
Corporate’s (including Veolia), major municipalities (including Birmingham City 
Council) and the world’s leading academics (Dalhousie, Yale, etc.).  
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Written evidence submitted by John Lewis Partnership 
 
 
The Partnership’s submission is focused on the barriers preventing the transition to a green economy and 
the policy and institutional framework we believe is necessary to encourage ‘green growth’.  We have 
illustrated the role for business in delivering and stimulating demand for a green economy by including 
examples from across our John Lewis and Waitrose businesses. 
 
Summary 
• We find that the current ‘green’ policy framework is complex, uncoordinated and burdensome for 

business.  In creating the conditions for the green economy to thrive, the Government needs to take 
further steps to simplify the policy landscape and to commit to longer term horizons, in order to 
establish the certainty required for business to make investments.   

• The development of a secure and robust policy on alternative and bio-fuels will act as a catalyst to 
technology investment. 

• To encourage consumer take up of the Green Deal, meaningful incentives and flexibility must be built 
into the framework. 

• The ability to develop micro renewable energy generation sites will depend on a supportive and 
enabling planning framework. 

 
ESTABLISHING THE POLICY FRAMEWORK FOR A GREEN ECONOMY 

1. ENERGY 
 
Our business priorities 

1.1. We have recently set an absolute carbon reduction target, committing us to a reduction in operational CO2 
equivalent emissions by 15% by the end of 2020/21, against a 2010/11 baseline.  We believe the target is 
challenging given our growth plans, but achievable based on the very clear programme of investment and 
activity which underpins it.   

1.2. We have improved the energy efficiency of our new shops - new space opened in 2009 was operating 7% 
more efficiently, on average in 2010, than our existing trading estate. We continue to fit the latest 
technology to our existing estate and new shops and to engage our Partners in helping to deliver 
reductions locally. 

Policy framework required 

1.3. The key barriers we face in making our business more energy efficient and less energy intensive relate to 
the complexity and lack of certainty and transparency in Government policies. 

1.4. We propose that the Government quickly agrees an adequate carbon pricing mechanism and level 
which is not subject to change and is simple, transparent and predictable.  If Government decides to 
introduce upstream carbon price support of the kind proposed, we believe this will provide sufficient price 
signal to encourage energy efficiency in private organisations like JLP.  End users should not also have to 
pay an additional charge for carbon emissions resulting from the use of energy (be that the downstream 
Climate Change Levy (CCL) or the CRC). 

1.5. In addition to the CRC, JLP already faces various requirements and guidance around reporting carbon 
emissions and energy use on its estate including guidance on corporate greenhouse gas (GHG) reporting 
and Display Energy Certificates (DECs).There should be a single reporting requirement for 
organisations, not multiple schemes, which includes the mandatory roll out of DECs.  The introduction 
of mandatory GHG reporting for all UK companies would act as a significant reputational driver to 



encourage better leadership on energy efficiency within non-energy intensive organisations like ours.  It 
would also provide a fairer, accurate and more complete form of reporting of a company’s carbon 
management activities than the energy use data outlined in the CRC performance league table. 

1.6. DECs offer a level playing field for all organisations though we are concerned about the effectiveness of 
the DEC benchmarking system and want to ensure it is more accurate. If multiple reporting schemes are 
retained, different reporting requirements should be streamlined so that the scope of emissions included is 
the same, the calculation methodology is the same and the rules for accounting for change are the same.  

1.7. Should the Carbon Reduction Commitment Energy Efficiency Scheme (CRC) be retained the proposed 
changes introduce both complexity and additional costs. The abolition of the recycling of payments back to 
business directly reduces finances available for re-investment in low carbon technologies. 

1.8. One area where we have a particular concern in the CRC is around the treatment of energy from 
renewable micro generation, based on our plan to roll out renewable energy centres for our shops and 
develop local bio-gas generation.  Whilst on the one hand Government is incentivising business to produce 
renewable energy onsite through the Renewable Heat Incentive and the Feed in Tariff, the CRC is 
effectively charging for it as a “carbon output”.  We strongly feel that only the energy input into onsite 
generation should be reported in the CRC scheme; energy output should be excluded.  This would 
simplify the rules and restore a meaningful incentive for business to invest in creating their own renewable 
energy sources. 

2. LOW CARBON VEHICLE TECHNOLOGIES & ALTERNATIVE FUELS 

Our business priorities 

2.1. Gas has great potential as a road fuel - if taken from the grid, compressed and used in 'dual-fuel' heavy 
vehicles it can reduce the carbon emissions from those vehicles by 15%.  

2.2. Benefits are multiplied if we can turn waste into vehicle fuel by diverting waste from landfill to digestion 
plants where it can be turned into bio-gas, cleaned up and injected into the gas grid. This reduces overall 
carbon emissions by nearly 40% as CO2e, or 75% direct CO2 (subject to proving in trials).  It also reduces 
landfill and our dependence on fossil fuels.   

Policy framework required 

2.3. There are currently very few incentives to invest in bio-fuels and concerns about their continuation. 

2.4. We need a secure and robust policy framework on bio-fuels, which has wide stakeholder support, if we 
are to be confident about making further investment in alternative fuels.  Specific barriers to overcome 
include the high cost of the plant to inject gas into the grid, compress it locally and convert vehicles to dual-
fuel configuration, making the business case is risky and capital intensive.   

2.5. We welcome the Green Gas Certificate scheme, but would like to see other incentives to catalyse the 
growth of such technology. For example: duty reduction for gas used as a road fuel, capital assistance 
for local schemes or for the creation of a small, strategic network of natural gas filling stations for HGVs.  
We calculate a scheme for 200 heavy vehicles would cost around £5m but displace over 6m litres of diesel 
fuel per year 

 

 
3. WASTE 



Our business priorities 

3.1. Our long-standing objective is to reduce waste wherever possible and to reuse or recycle more of the 
waste we do produce, for example via the anaerobic digestion process.  This not only meets our broader 
environmental objectives but it reduces the costs associated with waste disposal.  

Policy framework required 

3.2. One barrier we face is that local authorities only deal with residential waste.  If they were also to deal 
with commercial waste we believe it would enable our business to divert more waste from landfill.   

 

4. SUSTAINABLE LIVING 

Our business priorities 

4.1. Our businesses are developing both Partner (employee) and customer communications under the banners 
of ‘Bringing Quality to Life’ in John Lewis and ‘The Waitrose Way’ which recognise the important role we 
play in helping our Partners and customers to live more sustainably, by choosing quality products 
and services with a reduced environmental impact.   

4.2. John Lewis has developed a product identifier label  to enable customers to more clearly identify these 
products in our shops.  

4.3. We welcome the Green Deal and the opportunities this provides for our business and we are proactively 
working with Government to shape the framework.  

Policy framework required 

4.4. Our key concern around participation in the Green Deal relates to the lack of incentives and triggers to 
drive consumer demand.  There need to be stronger financial incentives in the framework (e.g. council 
tax  reductions) to encourage take up of the Green Deal.   

4.5. We want to see flexibility to enable customers to arrange a tailored package of measures and financing 
options.  This flexibility would mean e.g. customers being able to top up upfront payments with Green Deal 
finance, or make early payments on Green Deal funded home improvements. 

4.6. We think Government has underestimated the number of homes still requiring cavity wall and loft insulation, 
yet it plans to remove these subsidies for all except the ‘fuel-poor’.  The Government will focus instead on 
subsidies for more ‘hard to treat’ measures.  We would like Government to keep loft insulation and cavity 
wall subsidies under review or to have a longer phase out period instead of the current planned cut off 
point. 

4.7. We would like to see direct support for the costs of completing good quality, tailored home 
assessments (indications are £80 to £100 per home).  We are concerned that industry will prioritise 
installation of high margin measures to cover assessment costs and not necessarily those that are most 
appropriate.   

 

 

 

5. PLANNING 



Our business priorities 

5.1. The review of national planning policy provides a fresh opportunity to encourage genuinely sustainable 
growth, by clearly guiding local authorities to support investment in new low-carbon technologies 
and energy-efficient development in sustainable locations.  We support the proposed presumption in 
favour of sustainable development, 

5.2. One of the key initiatives of our carbon reduction plan is the development of renewable energy 
generation centres to enable our shops to operate off the grid.  

5.3. Our first pilot energy centre will be a biomass combined cooling, heat and power plant, providing energy for 
our new Waitrose in East Cowes.  Opening later this year it will use mainly locally sourced biomass 
woodchip and reduce our reliance on the national electricity grid, almost eliminating our fossil fuel 
reliance other than for planned maintenance works.  The residual heat will be used in an adjacent medical 
centre and 50 zero-carbon homes. 

Policy framework required 

5.4. We are planning a further 150 energy centres across Waitrose and John Lewis by 2020/21 but our 
ability to achieve this is dependent on a planning application process which is aligned with the 
Government’s promotion of onsite renewable micro generation and carbon reduction/energy efficiency 
technologies.  We hope that the clearly defined presumption in favour of sustainable development will 
assist significantly in achieving this.   

5.5. We also recommend greater training of planning officers on issues of green energy and sustainable 
development. 

DELIVERING & STIMULATING DEMAND FOR A GREEN ECONOMY 

6. ROLE OF BUSINESS  

Examples from across our John Lewis and Waitrose businesses 

6.1. John Lewis Cambridge ran an eco-delivery trial, inviting customers to choose a more environmentally 
favourable delivery slot i.e. when a vehicle was already in their area.  Over 70% of customers chose this 
option and we have now rolled it out across all our shops. 

6.2. Waitrose is the first supermarket to trial vans fuelled by bio methane gas extracted from a landfill site in 
Surrey. They will save 4 tonnes of CO2 per vehicle per year and will qualify for a fuel discount on the 
London Congestion Charge, reducing our costs. 

6.3. 97% of all domestic large electrical appliances (brand and own brand), excluding tumble dryers, are now 
energy efficiency rated A or above.  In 2011 we introduced our most energy efficient collection of own 
brand large appliances which are all A-rated or above. 

6.4. John Lewis reduced packaging material in 100 lines in 2010/11 which resulted in the removal of 20 
tonnes of cardboard and over 6 tonnes of plastic.  By re-engineering packaging we generated savings of 
£50,000 on duvet boxes and £40,000 on sheet bags. 

6.5. John Lewis will be diverting 99% of construction, demolition and excavation waste from landfill for all 
2011 projects.  In our John Lewis Stratford shop, opening in September, waste volumes generated will be 
less than 6 tonnes per 100m2. 



6.6. Waitrose’s new refrigeration system, which uses a water-cooled and propane-based natural refrigerant, 
has enabled significant savings in both energy and costs. We have achieved a 20% reduction in 
refrigeration and cooling emissions so far by fitting the new system in 26 shops.  In one shop we reduced 
our refrigeration carbon footprint by 69% 
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Written evidence submitted by the Wood Panel Industries Federation  
 

Executive Summary 

• The Wood Panel Industries Federation (WPIF) represents all UK manufacturers of wood‐
panel products. 

• The wood panel industry embodies many principles that should be a model for the green 
economy.  

• The industry is being undermined by current energy policies.  The subsidising of burning 
woody biomass is distorting the wood market, and threatening to displace the industry. 

• Wood products, used in construction and manufacturing, have a central role in the green 
economy. 

 
The wood panel industry  

1) The WPIF represents all UK industrial manufacturers of wood‐based panels.  The group 
produces Wood Chipboard, Oriented Strand Board, and Medium Density Fireboard.  WPIF 
companies have seven manufacturing sites, across England, Scotland and Wales1. The 
industry accounts for approximately 8,600 jobs and supplies approximately 60% of UK wood‐
based panels. The sector has an annual turnover of £520m.   
 

2) The industry’s key feedstock is coniferous softwood, in the form of small roundwood, 
sawmill co‐products (chips and dust) and recycled timber. The industry is the second largest 
processor of UK‐sourced wood, all from FSC monitored forests, annually consuming some 
4.5m tonnes. This includes 3.4m tonnes of wood derived from UK forest sources, and 1.1m 
tonnes of recycled timber.   

 
The wood panel industry as part of the green economy 

3) The wood panel industry contributes to carbon reduction through its products and 
manufacturing processes.  Converting wood into useable material performs a valuable 
carbon capture and storage function, sealing carbon for the life‐span of the product.   Wood 
panel production releases far less carbon (approximately 378kg of CO2 per tonne of wood) 
than burning wood for electricity generation (typically 1,905kg of CO2 per tonne of wood).  
 

4) The wood panel industry is also the largest industrial generator of renewable heat in the UK 
– around 2.4 TWh in 2009, with capacity of over 3TWh.  Approximately 55% of the industry’s 
total heat demand is satisfied by its own process residues.  

 
5) An independent report by CarbonRiver has established that if the wood panel industry were 

displaced by wood‐fired electricity generators, net CO2 emissions in the UK would increase 
by 6 million tonnes per annum2.   
 

                                                            
1 WPIF factory sites are as follows: Hexham and Auchinleck (Egger UK Ltd), Chirk, Clwyd (Kronospan), Cowie, 
Stirling, and South Malton, Devon (Norbord), and Kirby, Liverpool (Sonae Industries ltd).    
2 CarbonRiver (2010): ‘An analysis of carbon emissions for different end of life scenarios for virgin, recycled and 
low grade wood fibre’, available 
at http://www.makewoodwork.co.uk/GalleryEntries/Manifesto_and_Reports/Documents/WPIF_Project_Subsi
dy_Report.pdf.  

http://www.makewoodwork.co.uk/GalleryEntries/Manifesto_and_Reports/Documents/WPIF_Project_Subsidy_Report.pdf
http://www.makewoodwork.co.uk/GalleryEntries/Manifesto_and_Reports/Documents/WPIF_Project_Subsidy_Report.pdf


6) The CO2 released by burning softwood will take 35‐40 years to be reabsorbed. The majority 
of products produced by the WPI will store carbon for at least this period.  Wood based 
panels are used in all areas of construction (including flooring, roofing, cladding), as well as 
furniture and shop‐fitting.  These panels are a part of our daily lives, albeit often disguised as 
parts of other products.  Demand for these products continues to grow, and they will play a 
key role in meeting the Government’s ‘Zero Carbon Homes’ agenda. 
 

7) A greater market for wood products could encourage the expansion of sustainably managed 
woodlands and forestry, increasing the carbon sink effect and reducing CO2 emissions 
further. 
 

Threats to the industry from current energy policy 
8) The Renewables Obligation encourages energy companies to burn material that would 

otherwise have its carbon locked in by being processed by forest industries. Diverting wood 
to large‐scale biomass power plants represents a major distortion of the Hierarchy of Use, 
the purpose of which is to ensure that material is reused or reprocessed as many times as 
possible before the energy is recovered through burning.  Wood should be utilised to its full 
potential before any energy‐recovery (such as burning for renewable energy) takes place.  
 

9) The WPIF has called on Government to remove the subsidy on burning wood for electricity 
production.  This subsidy is threatening an industry which already plays a central role in the 
green economy.   The wood RO is distorting the wood market, leaving the wood panel 
industry unable to compete on a level playing field for its feedstock.  Without a sustainable 
supply of wood, the survival of the industry is in jeopardy.   

 
10) Demand for wood from biomass plants is growing.  A recent report for DECC points towards 

demand of 80‐100m tonnes of wood – almost 8 to 10 times the UK wood harvest.  Just these 
three companies could consume 15m tonnes of wood, more than the entire UK wood 
harvest: 

 RWE npower Tilbury plant – 650MW conversion to wood pellets 
 Prenergy Port Talbot – 350MW woodchip plant 
 Forth Energy – 4 plants with a total of 500MW  

 
11) Waste wood is also being diverted to large‐scale biomass plants.  This represents a major 

distortion of the Waste Hierarchy.  Burning virgin wood, or used wood that has a recycling 
potential, is a waste of a valuable resource – and one that is not in line with the objectives of 
a green economy. 
 

12) Useable wood, which could be utilised in manufacturing, is being burnt in biomass plants 
which are only around 30% efficient.   The RO should be refocused on smaller‐scale efficient 
CHP (around 80% efficient), and generation using end‐of‐life waste.  This would be a more 
sustainable solution in the long term, by ensuring that carbon is still locked in to wood 
products. 

 
 
 



Conclusion  
13) Incentivising the consumption of vast quantities of useable wood for an inefficient and 

environmentally damaging process is a disastrous waste of limited natural resources.  

 
14) On environmental and economic grounds, we believe that it is better to use wood instance 

to make products, which in turn can be recycled or reused and at the end of their useful life 
can still be used as fuel and the energy recovered.  Products store the carbon for long 
periods, whereas burning virgin wood before use in products wastes the economic and 
carbon potential of the material.  Wood is only “carbon neutral” after a growing cycle, but in 
the case of softwoods that lifecycle can be 40 to 50 years.   
 

15) The Government is not only distorting the wood market, thereby threatening the existence 
of a carbon‐efficient and economically green wood panel industry.  It is also pursuing a 
subsidisation policy that will result in a net increase in carbon emissions. 
 

16) To maximise the carbon storage potential of wood, the lifespan of wood and wood products 
should be extended as far as possible, through good design and maintenance, re‐use, and 
recycling.  
 

17) In progressing towards a greener economy, the Government must ensure that existing 
industries with proven green credentials are not undermined by short‐sighted policies.  The 
wood panel industry should instead be championed as an example of an industry which 
takes the sustainability of its supply seriously, and has made every attempt to reduce its own 
carbon footprint through the development of on‐site high‐efficiency renewable heat. 

 
26 August 2011 



 
Written evidence submitted by The Institute for Learning 

 
The Institute for Learning (IfL) is the professional body for teachers and trainers in the Further 
Education sector. 
 
In March 2011 BIS asked us to carry out a survey of our membership to find out more about if and 
how green skills are being embedded into the subjects our members are teaching and the appetite 
and drivers for current and future engagement with green skills.   
 
We asked our members questions around how easy it is to link with relevant green employers in 
their subject area, how up to date they feel qualifications are in relation to green skills and topics, 
and the demand from learners and employers for awareness about green skills.  Alongside these 
specific questions we also asked how enthusiastic they are about general green issues, how 
confident they feel to incorporate green issues into the subjects they teach and whether they feel 
there is an argument for teaching generic green skills as part of all vocational qualifications. 
 
We opened the survey for two weeks and received 3,134 responses from teachers and trainers 
across the Further Education sector. 
 
Throughout the responses two main themes come through emanating from the clear enthusiasm 
and interest from teachers and trainers to include green skills more in teaching. The first key theme 
is the need for more continuing professional development (CPD) in green skills, and that CPD 
opportunities enable exchanges of good practice, especially within subject areas between teachers 
and trainers. This needs to be supported by organisations (national and the individual college or 
provider) so that teachers and trainers are given time to share practice in updating their own green 
skills and methods for integrating into teaching. Teachers feel that ideally CPD time and resources 
should be funded by government or others to give extra impetus. Members felt that CPD 
opportunities should be subject specific, with some that are more generic.  Since this report was 
published IfL have developed an online community of practice for green skills where members can 
share ideas with each other and discuss topics affecting sustainable development and the green 
economy. 
 
The second key theme is around resources available and the idea of creating a national online 
database of teaching resources on green skills to enable teachers and trainers to draw on these and 
share resources amongst themselves, and so that there are some fixed and recognisable resources 
available in a specific location for teachers and trainers, IfL members, to search through and use.  
Since this report was published the Learning and Skills Improvement Service have developed a new 
sustainable development area on their Excellence Gateway with resources for the sector to utilise. 
 
We have attached the report and hope that you find it useful.  If you would like to discuss any of the 
themes with us further please get in touch. 
 
 
26 August 2011 
 
 
 
 
 



 
   

Written evidence submitted by the Society of Motor Manufacturers and Traders 
 
 

Introduction and summary 
 
1. The Society of Motor Manufacturers and Traders (SMMT) is the leading trade association for the UK 
motor industry, providing expert advice and information to its members as well as to external organisations. It 
represents companies throughout the automotive sector ranging from vehicle manufacturers, component and 
material suppliers to power train providers and design engineers. The motor industry is a crucial sector of the 
UK economy, generating a manufacturing turnover of £51 billion, and contributing well over 10% of the UK’s 
total exports.  
 
2. SMMT welcomes the opportunity to provide written evidence to the House of Commons Environmental 
Audit Select Committee on the green economy and also eagerly awaits publication of government’s green 
economy roadmap. The comments in this written evidence expand on SMMT’s submission on the green 
economy to DEFRA in spring 2011 which covered the broad themes of this inquiry. 
 
3. A summary of the response: 

• The automotive industry supports ambitions for a green economy and is well placed to deliver on 
government’s objectives. 

• The automotive industry has invested heavily in developing lower-carbon products and processes, 
and is investing in ensuring the right skills to enable this transition. 

• Government and industry have outlined the key technologies and fuels for our sector and specifically 
identified the strategic technology groups in which targeted investment can provide best value-for-
money and meet green economy objectives. 

• Joined up government policy making must ensure the right business environment for creating a 
green economy - from energy to innovation policy, from taxation to trade policy, government must 
ensure policies encourage investment and growth. 

• Consumer education and incentives are an essential element of any transition to a low-carbon 
economy and for developing markets for low-carbon products. 

 
Automotive – driving the green economy: challenges and opportunities 
 
4. The automotive industry shares the government's ambitions to rebalance the economy and stimulate 
sustainable low carbon growth led by private sector investment and increased exports and inward 
investment. The UK automotive industry is well placed to help deliver these objectives. Growth opportunities 
for UK automotive manufacturers and suppliers arise from the move to low and ultra low carbon vehicle 
technologies across the globe. Government policy in moving to a green economy has to recognise and 
support the dynamism and diversity of UK automotive manufacturing. 

• Over the last 10 years there has been over a 20% reduction in average new car CO2 emissions as 
well as significant reductions in the environmental impacts of manufacturing processes. 

• The UK has the fourth highest R&D spend in Europe and represented a fifth of core global R&D 
activity in 2010. Over £1.5bn is spent annually on automotive R&D in the UK. Much of this spend is 
on R&D that will deliver ever cleaner, safer and more fuel efficient vehicles. 

• In collaboration with government, the automotive industry has developed long-term low carbon 
roadmaps for its products and identified technologies which show automotive’s leadership in 
addressing the carbon impacts of its products and processes. 

• The automotive industry employs over 700,000 people from manufacturing to retailing, contributing 
£8.5bn added value to the economy. Currently, significant investments are being made in developing 
low-carbon skills for now and the future. 

• The UK is home to seven global volume manufacturers as well as the majority of globally successful 
luxury car makers, motor racing companies and low volume vehicle manufacturers. These 
companies are investing heavily in UK R&D to develop innovative technologies that lower the 
emissions and environmental footprint of their products. Government policies to foster the green 
economy need to retain this diversity as a UK strength and support R&D investment and innovation 
across the whole UK automotive industry, irrespective of industry segment or vehicle type. 
 

Green products and technologies: investment and development 
 
5. The UK is fast becoming a centre for low carbon vehicle manufacture, development, demonstration. Long-
term commitments from government for continued support of new technology will enable the UK to build on 
this area of opportunity and strengthen the UK’s leading role. In addition, new markets for our products and 



increased demand will lead to growth and in turn job creation. This is a challenge and an opportunity, with 
increased investment in low carbon products and growth, there is a need to increase the UK's share of the 
value in global value chains. 
 
6. Through the Automotive Council, the UK industry and government has developed consensus technology 
roadmaps for cars and commercial vehicles which provide a key focus for the UK motor industry, recognising 
the long-term challenges associated with the transition to ultra-low carbon vehicles. The Automotive Council 
has also set out priorities for strategic investment priorities for the move to lower carbon technologies, 
identifying five ‘sticky’ or priority technology groups where the UK has the potential for a significant return on 
investment, which industry, government and R&D funding bodies should strategically exploit and support. 
The low carbon framework outlined by government should reflect the diversity of technology opportunities as 
outlined in the consensus roadmap. 
 
7. Innovation policy and R&D support is key for low carbon growth in the UK automotive sector. It also 
makes the UK a more attractive location for highly mobile R&D investment by OEMs and global Tier 1s. 
Industry supports plans to incentivise R&D activity through a reform of the large company R&D tax credit 
scheme to make it work better for automotive manufacturing and encourage greater investment in innovation 
in the UK now.  
 
8. We see a need for government innovation policy to focus on areas where great gains can be made. 
Through work commissioned by the Technology Strategy Board (TSB), strategic input into European funding 
streams and UK research funding bodies, UK government and industry can work together to strategically 
exploit and support the above mentioned priority technology groups, in which the UK has the potential for a 
significant return on investment. 
 
9. The Green Investment Bank as a key ‘green economy’ policy also has a potentially significant role to play 
in the demonstration and deployment stages of low carbon technologies and its infrastructure. SMMT calls 
on government to ensure the scope of the Bank covers investments in the automotive sector. 
 
Creating the right business environment for green growth 
 
10.  The UK automotive industry is ready to lead on low-carbon growth and needs the right business 
environment to do this. Joined up policy making by government is critical - from innovation to trade policy 
there is an essential need to prioritise low-carbon growth.  
 
11. Security and costs of energy are important factors when decisions are made on where to locate 
businesses. Our industry calls on government to have a clear and long-term energy policy prioritising these 
factors. Government has made several policy decisions which risk undermining competitiveness and do not 
comply with better regulation principles. Changes to the Carbon Reduction Commitment (CRC) effectively 
make it a tax on industry, as well as other burdensome reporting requirements the CCL (Climate Change 
Levy), CCAs (Climate Change Agreements), and EU ETS (EU Emissions Trading Scheme). In addition, 
changes to the FITs (feed-in-tariff) scheme have made several companies no longer pursue production of 
renewable energy, impacting both on the economy and the environment.  
 
12. The government’s ambitious carbon budgets must ensure manufacturing competitiveness and a fair 
sharing of the burden. There are many opportunities for growth in the low carbon economy - government 
must ensure that its policies and targets are achievable and support efforts being made by the automotive 
industry to reduce the emissions of its products. Policies aimed at green growth need to understand and 
support the diversity of the UK automotive industry across all segments to be ultimately successful -  
economically as well as environmentally. 
 
13. Procurement is one of the most important government policy levers in encouraging the development of 
markets for low carbon products. There needs to be a consistent approach to procurement policy across 
government departments and at all levels of government. An example of the significance of this policy option 
is that we are currently pressing government to continue to phase 2 of the Low Carbon Public Procurement 
Programme, which has a significant impact on the development of a market for low carbon light commercial 
vehicles. 
 
14. UK infrastructure impacts on our businesses and green economy objectives in a number or areas: from 
smart metering to the strategic road network. A well functioning, secure and reliable infrastructure and 
approach to policies in this area is critical. Specific policies such as plugged-in-places (PiP) and the recent 
EV infrastructure strategy are essential enabler and policies to ensure we can bring some of our new low 
carbon technologies to market. It is important that progress on setting the right framework for infrastructure 
development is paired with continued government engagement with local authorities, key investors and 
stakeholder to ensure investment is happening in the envisage timeline and scale. 



 
15. Specifically for our sector we also need a proactive government approach to standards for low carbon 
products. A current example is the standardisation of plugs for electric vehicles, where we want to see strong 
UK government participation in the European/international arena, when global standardisation is being 
discussed. 
 
Skills for a low-carbon economy 
 
16. Industry is working closely with partners to ensure the development of training in specialist skills for a 
shift to more low-carbon technologies. It is essential that skills provision is aligned with industry’s future 
needs, and Government must target its funding to ensure value-for-money and a long-term investment for 
industry and the wider economy. Funding such as the Growth and Innovation Fund (GIF) needs to support 
the major up-skilling and re-skilling required for new technology. Sector Skills Councils should continue to be 
supported in the work being undertaken through labour market intelligence gathering which assesses future 
and current skills needs. 
 
Encouraging and educating consumers 
 
17. Government’s commitment to supporting the industry’s ultra-low carbon vehicle ambitions through its 
‘Plug-In Car Grant’ consumer incentive is very welcome. This support increases the attractiveness of the UK 
to international investors, support domestic manufacturing and reduce transport emissions. Long-term 
funding and planning certainty for low-carbon incentives and infrastructure is essential. Government must 
implement initiatives to encourage the uptake of low carbon commercial vehicles (both heavy and light duty), 
exploring whether support for low carbon vans should be incorporated into the Plug-In Car Grant. Focusing 
government policy on support in this section of the industry would achieve considerable emissions 
reductions as well as presenting significant growth opportunities.  
 
18. CO2 based vehicles taxes, such as VED, need to be benchmarked to ensure they are transparent and 
clear, consistent and take a long-term approach to retain choice and provide certainty for industry and 
consumers. 
 
19. The marketing of low-carbon products and environmental claims is highly regulated, and government 
must take a clear stance on issues around low-carbon and ultra-low carbon product marketing. This is very 
important for all stakeholders (government, business and consumers) in the shift to a low-carbon economy 
and increasing numbers of low-carbon products coming to market. 
 
A low-carbon industry 
 
20. Industry itself has responsibility to act to help deliver the green economy. The sector will this year publish 
its 12th sustainability report, which will show continued improvements in addressing the environmental 
impacts in the manufacturing, use and disposal phases of a vehicle’s life. The sector has a responsibility to 
continue reducing waste, water and energy usage (and more) as well as providing the best products it can.  
  
21. The sector must also take up the opportunities government presents to it - with an active growth policy, 
vehicle manufacturers can expect government to provide the right business environment for greater 
investment, whilst industry has to ensure its readiness to make those investments and support jobs and 
green growth across the supply chain. Collaborative working with government is critical. The Automotive 
Council is a central process in providing a joint focus on the agenda and setting UK priorities, but as the 
Council itself has recognised collaborative partnerships, for example with industry and academia, will also be 
key to making the UK a world-leader in low-carbon innovation activity. 
 
22. Supply chain management is increasing in importance as the growth agenda develops. The joint industry 
and government supported Automotive Council has recently strategically focused on growing the UK 
automotive supply chain. The aim is to create sourcing opportunities and the right investment climate in the 
UK to retain more of the value of an assembled vehicle in the UK. The Automotive Council has produced a 
Sourcing Roadmap which will make visible and quantify the very real opportunities arising for suppliers and 
investors from the desire by OEMs based in the UK to source more components locally to meet existing 
product needs and demand for low carbon technologies. 
 
 
25 August 2011 



Written evidence submitted by The Royal Academy of Engineering 
 
The Royal Academy of Engineering is keen to contribute to the committee’s inquiry 
on the green economy. This is a crucial topic combining the areas of energy, climate 
change and manufacturing industry – all of which are central to the future of the UK’s 
economy. 
 
The following submission is a summary of proceedings of a roundtable meeting held 
at the Academy in March on the offshore wind supply chain. The meeting was 
attended by Fellows of the Academy, representatives of the offshore industry, 
government, and other relevant stakeholders. Further details can be found at 
http://www.raeng.org.uk/news/publications/list/reports/Offshore_wind.pdf 
 
The report makes a number of recommendations in the areas of infrastructure, skills 
and investment. Although it focuses on the supply chain in a specific sector, most of 
the findings are directly applicable to other sectors of the green economy. 
 
The focus is also mainly on renewable energy technologies as these will underpin the 
emerging green economy, but it should also be remembered that demand reduction 
will play equally important role in the emerging industry. 
 
Answers to specific questions are given below but the main messages that came out 
of the meeting were that government should: 
 

• Support UK businesses that have already secured opportunities within the 
sector. 

• Engage with businesses planning to enter the market and help them to 
understand the industry. 

• Explore opportunities for UK companies unaware of the sector, matching 
gaps in the supply chain to the capabilities of businesses. 

 
The economic, social and environmental outcomes that a green economy 
should aim to deliver, and the appropriate tools and indicators to monitor 
progress towards such outcomes. 
 
The green economy should clearly have the objective of maintaining a secure and 
affordable energy system with significantly reduced levels of greenhouse gas 
emissions. It should also contribute towards our economic policy objectives. It can 
help to rebalance the sources of economic growth towards engineering and 
manufacturing, it can create new high-value-added industries to sustain tens of 
thousands of green jobs1 and it can spur economic development across the UK 
regions. 
 
 
 

                                                 
1 Carbon Trust, Offshore Wind Green Growth Paper, April 2011. P7 Offshore wind could 
generate 80,000-230,000 jobs 

http://www.raeng.org.uk/news/publications/list/reports/Offshore_wind.pdf


The nature of any barriers preventing the transition to a green economy. 
 
Planning regulations remain a barrier to the development of large-scale renewable 
energy projects. The government must ensure that planning timetables are adhered 
to and must continue to streamline the entire planning process, treating applications 
connected to renewable energy as national infrastructure priorities. Planning 
permission for grid infrastructure may be the biggest obstacle. 
 
The approach required to deliver a green economy, and the aspects of the 
current economic model that require development, eliminating and/or new 
approaches found. What tensions might there be between economic growth 
and the green economy? Would ‘greening’ the economy deliver the outcomes 
needed? 
 
If the UK is to make the most of the green growth opportunity, government must act 
to increase the total pool of skilled workers available to the green industrial base, 
improve the supporting infrastructure and encourage investment. Below are a 
number of actions required by government in each of these areas. 
 
Skills 
 

• Encourage competence-based qualifications and accreditations applicable 
across the energy industry. Sectoral qualifications and accreditations reduce 
access for individuals wishing to enter the industry and add costs for 
companies in lower tiers of the supply chain, particularly SMEs, who operate 
across the energy industry. Measures to rectify this could include the 
introduction of an energy-wide framework of qualifications and accreditations. 

• Increase the portability of skills between energy sectors. Measures could 
promote schemes to retrain those moving between sectors, and programmes 
to ensure diversity and social inclusion. 

• Build awareness of careers in the energy industry among teachers, careers 
advisers and students 

• Continue to support and promote Science, Technology, Engineering and 
Mathematics (STEM). At the base of the skills shortage is low take-up rates 
for these subjects among young people: government must continue to 
support them at every level of the education system. 

 
Infrastructure 
 

• Encourage Tier 1 (large-scale manufacturing) businesses to locate in the UK. 
Their presence will catalyse development in the rest of the supply chain, 
sustaining as many as eight jobs in the wider industry for each job created at 
a Tier 1 manufacturer. 

 
 
 
 



Investment 
 

• Move swiftly to implement the timetable for Electricity Market Reform (EMR). 
Uncertainty surrounding the reform proposals is already damaging investor 
confidence. To prevent this short-term lull turning into long-term stagnation, 
the EMR process must be conducted promptly in line with the timetable 
communicated to investors. The final proposals must be simple and 
predictable enough to attract internationally mobile capital from non-traditional 
sources. 

 
• Provide clarity on how the transition to Feed-in Tariffs will work, and how the 

Renewables Obligation will operate under the new regime  
 

• The government should also kick-start investment with targeted financial 
support during the construction phase, through loan guarantees or similar 
products delivered by the Green Investment Bank. A key obstacle is the 
inability of contractors to guarantee project costs, due to the limited track 
record of the renewable energy industry. Many potential investors remain 
concerned about construction risks and are unwilling to invest without such 
guarantees. Government guarantees could remove this short-term barrier to 
investment. Once these are completed and the risks are better understood, 
contractors and investors will be in a position to bear the full risk themselves. 
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Written evidence submitted by Microsoft 
 
 
The Role of ICT in Creating a Green Economy 
  
Microsoft welcomes the opportunity to respond to the Environmental Audit Committee’s 
inquiry into the green economy. Information Communications Technology (ICT) has a 
critical role to play in accelerating Britain’s ability to achieve its environmental targets. 
Improved carbon efficiency will in turn drive financial benefits for British business as well as 
the public sector and create a more efficient, effective economy.  
 
We focus this response on the benefits that ICT can bring to the green economy and the 
regulatory and policy framework required to achieve these ends.  
 
Undoubtedly, ICT has a vital role in helping UK businesses to reduce their carbon emissions 
and thus contribute to achieving the UK‟s environmental sustainability targets. The Climate 
Group has estimated that ICT could reduce predicted annual global emissions by 15% by 
2020 (Smart 2020 report), an amount equivalent to Europe‟s carbon emissions. By enabling 
smarter decisions, creating process efficiency, or fundamentally changing the way certain 
goods and services are delivered, ICT can dramatically and cost effectively improve the 
resource efficiency and environmental sustainability of many activities and products.  
 
There are also significant opportunities for users of ICT to capitalize on technology advances 
and published practices to improve the energy efficiency of ICT itself. According to a recent 
report by Gartner, 2% of global emissions are accounted for through ICT use. We believe that 
this could be substantially reduced by leveraging existing technologies and practices, and the 
ICT industry, including Microsoft, is working hard to further improve energy efficiency of 
our products and services.  
 
One particularly promising prospect is that of cloud computing for business, which can 
dramatically improve the energy efficiency of ICT-based services, particularly for smaller 
firms.  
 
Better, Cheaper, Greener ICT and a Whole Systems, Outcome-based Approach 
 
Successfully spurring a green economy requires individuals and organisations to exhibit 
behaviours and actions that are inherently more environmentally sustainable. However, 
studies suggest that focusing on “green” as the key value proposition or driver will not 
generate the necessary adoption to make a difference at the scale necessary to both transform 
the economy and substantially improve the environment. Simply put, while “green” is 
important to many, it’s not the deciding factor in their decision making and is at best a tie-
breaker all else being equal. 
 
Therefore the focus needs to be on creating better and ideally less expensive solutions that are 
also greener. Coupled with the appropriate policies and incentives to drive the adoption 
behaviour of the population at large, these more sustainable alternatives can make individuals 
and organisations more productive, save them money and improve their quality of life – 
while helping sustain the environment and driving economic growth.  



A key factor in designing better, less expensive and more sustainable products and services is 
a whole systems-based approach that focuses on the desired outcomes being delivered by the 
activity or product, rather than the actual product or service itself.  
 
ICT can help make services better, cheaper and greener across multiple dimensions and is 
particularly effective when ICT solutions are implemented as part of a whole systems 
approach. ICT can not only be used to improve the resource efficiency of existing activities, 
but can also substitute for traditional resource intensive activities and products, creating a 
more sustainable alternative. Furthermore, it can help highlight better alternatives that would 
not have been obvious otherwise.  
 
ICT-based solutions for a Green Economy  
 
The following ICT-based solutions are just a few examples of how the efficiency and 
environmental sustainability of existing activities can be radically improved. It is important to 
note that in many cases these solutions would benefit from policies and incentives to gain 
broad adoption and fully capitalize on their potential to reduce the environmental impact.  
 
Established Uses 
 

• Energy-smart commercial buildings. Leveraging pre-existing data from building 
management systems, ICT can be used to perform rich analytics that quickly and 
effectively reduce energy waste by alerting building managers about high value 
efficiency problems and opportunities.  

• Digital downloads. Substitute the manufacturing, delivery and storage of physical 
goods such as media (books, music, games, video, software) by downloading them 
digitally instead. Eg Microsoft Store 

•  Digital Workflow. Traditional ICT technologies can dramatically reduce the volume 
of paper that needs to be manufactured and shipped around the country by digitizing 
workflows, including capturing signatures electronically. 

•  Information dashboards. Capitalizing on the concept of “improving what gets 
measured”, vast quantities of data captured and generated by ICT can drive behaviour 
change in individuals and organizations. Applications range from improving driving 
efficiency through analyzing vehicle telemetry data, improving energy efficiency of 
workplaces and households by spurring friendly competition, and providing an open 
platform for citizens and scientists to publish environmental data, for example, 
EyeOnEarth.eu.  

• Smart logistics. Use sophisticated analytics to optimize delivery routes. Create a 
warehouse „pick list‟ that optimizes the order in which goods are loaded in a way to 
allow speedy delivery.  

• Virtual presence/telework. Reduce the need to travel by enabling people to 
communicate and collaborate in rich ways across the Internet. 

•  Car sharing. ICT enables vehicles to be shared when needed, reducing congestion 
and demand for parking.  

 
Emerging  
 



• Smart Appliances. Power hungry devices (e.g. electric heaters, refrigerators, washing 
machines and stereos) embedded with ICT technologies and coupled with cloud 
computing services can co-ordinate their use of power to reduce peak demand within 
a specific household and across the grid to significantly curtail carbon emissions and 
reduce the need to further overbuild the electricity grid.  

 
• Road traffic orchestration. Using data from GPS and road sensor networks, weather 

and event data, ICT can predict traffic congestion, provide suggestions for how to 
avoid it and be the basis for dynamic road tolling which encourages a more balanced 
use of shared, finite resource for example Bing Maps.  

 
• Car pooling. Smartphone applications and cloud computing leveraging GPS and map 

data can make dynamic matches between riders and drivers that allow people to travel 
between locations without depending on the same driver for the return trip.  

 
Using ICT to make smarter decisions  
 
There is significant potential for carbon reductions using ICT, both in measuring and 
managing energy use, as well as creating more efficient or low carbon technologies. 
Examples range from teleworking software to systems that automatically turn off equipment 
when people leave the office.  
 
Travel is a significant factor in the carbon output of businesses and individuals. Reducing the 
amount of travel undertaken by its employees and encouraging more unified technology will 
save carbon, costs and travel. At Microsoft we are making full use of technology such as 
Unified Communications (UC) and web and videoconferencing.  
 
Our employees use both Office Lync and Office Communications Server web conferencing 
to host approximately 60,000 conferences every month. Microsoft Travel estimates that 
employees have cut travel by more than 100 million miles in the past fiscal year, saving 
17,000 metric tons of CO2.  
 
Microsoft has also partnered with Forrester to provide customers a return on investment 
calculator for Microsoft Lync. This technology enables customers to calculate carbon 
emissions, productivity and cost savings through using this technology as an alternative to 
travel. https://partner.microsoft.com/UK/40167900 
  
Energy Efficiencies through Cloud Technology 
 
One major source of emissions is data centres, a single facility to house ICT equipment and 
store data. These are major users of energy, representing around 2-3% of the UK's total 
electricity use alone (Boosting Energy IQ, Policy Exchange). However, such facilities offer 
significant potential for efficiency improvements compared to underused servers based in 
offices. They are also becoming more efficient.  
 
While traditional data centres still draw up to 90% of their maximum power even when they 
are inactive, 'sharing' servers between different users (while protecting data) can lead to much 
greater efficiencies. Such virtualisation or 'cloud computing' shows the potential of the ICT 
sector to drive carbon reductions. This is particularly the case in small firms, where servers 
are under utilised.  

https://partner.microsoft.com/UK/40167900


A new piece of research by Imperial College London, The Enabling of Technologies of A 
Low Carbon Economy – from Information Technology to Enabling Technology, finds:  
 

• Cloud computing has the potential to abate at least 1.5 million tonnes of Co2 in 
France, Germany, the UK and Sweden – equivalent to taking 500,000 cars off the 
road or reducing the ICT sector‟s footprint in these countries by 5%  

 
• 60% of the savings potential relates to small/micro sized firms  

 
• Where a cloud data centre is located is more important in CO2 terms than the overall 

efficiency of the data centre – a cleaner energy source will more readily deliver better 
carbon savings than investing in efficiency  

 
These are major carbon savings and we estimate the economic benefits of cloud computing 
could be significant, adding £11bn in net new business revenues to the UK economy.  
 
There are also carbon and cost savings involved with electronic software distribution which 
are typically driven by large datacentres. A recent study by the University of Reading and 
Microsoft showed up to 83% savings in CO2 when a product was downloaded versus taking 
physical possession of the media. This is as a result of the removal of production, printing 
and distribution of materials which support better carbon efficiency, as well as lower costs for 
businesses and other organisations.  
 
Greening IT Products 
 
In general, only 15% of servers are utilized to capacity and desktops waste as much as 75% 
of the electricity they consume. Microsoft is creating innovative new products to ensure 
computers are more energy efficient and better utilized. For example:  
 

• Windows 7 – The installed base of PCs emits double the amount that datacentres do. 
Windows 7 is 30% more energy efficient than Windows XP due to power 
management being on “by default” in Windows Vista and Windows 7. Considering 
the low deployment of power management on previous versions of the OS, this 
change enables customers to have their OS pre-configured to go to sleep and reduce 
energy use. Customers can also calculate their own energy consumption and cost 
savings customised for their desktop scenarios using the Microsoft energy saving 
calculator: http://www.microsoft.com/uk/environment/environment-calculator.aspx  
 

• Microsoft Hyper-V and System Center Virtualisation Manager –Server 
virtualisation technology such as Microsoft‟s helps organisations identify 
underutilised resources and the hardware specifications needed to successfully 
consolidate applications onto fewer servers. Gartner finds potential for 80% saving in 
power and 82% saving in floor space.  

 
Businesses can also calculate their own energy consumption and potential cost savings using 
the Microsoft energy saving calculator: 
http://www.microsoft.com/uk/environment/environment-calculator.aspx  
 



• System Center Configuration Manager 2007 R3 – this includes some important 
new power management features that can help maximize power policies across an 
organization. This helps customers to:  

 
 
1) Help plan a power strategy by monitoring current power state and consumptions and 
reporting on machine utilization trends, current power settings and current energy 
consumption  
 
2) Enable the administrator to easily create, deploy and enforce specific power settings using 
the existing ConfigMgr infrastructure  
 
3) Provide the business meaningful report formats relevant to power management  
There are a number of actions that the Government and policy-makers can take to ensure that 
ICT plays a stronger role in support of Britain’s Green Economy. These can be broadly 
categorised as:  
 
Accelerating the role of ICT as an enabler for the green economy 
 

• Creating the right cost and financial incentives  
• Removing disincentives to the roll-out of Cloud Computing 
•  Ensuring interoperability of technology 
•  Providing strong public sector leadership  

 
 
Creating cost and financial incentives  
 
According to Microsoft-commissioned research conducted in September 2010, over three 
quarters (78%) of businesses surveyed agreed that IT should be included in Government 
incentives to reduce carbon footprint, whilst 62% of businesses are unaware of any green 
incentives available to them in IT carbon reduction.  
 
ICT is currently not included in the Energy Technology Product list as part of the Enhanced 
Capital Allowances (ECA) scheme, which provides tax relief for certain environmental 
technologies. ICT that provides reporting, alternatives to travel or energy efficiencies are not 
included on this list. This is despite the fact a recent Verdantix study on carbon reporting in 
the UK shows that 44% of customers rely on software to help them manage and report their 
emissions and the evidence above which highlights potential energy and travel savings.  
 
Removing the barriers to Cloud data centres  
 
At present the UK's policy framework undermines the potential to expand more efficient data 
centres. Specifically, the Government‟s CRC Energy Efficiency Scheme acts as a 
disincentive to increasing the UK's data centres. This is because data centre firms effectively 
take on the burden of responsibility for energy from their customers and are held responsible 
for apparently higher emissions through the CRC league table, when in fact the growth of 
their data centres is reducing the economy’s net emissions.  



In addition, even if the data centre firm purchases its energy from renewable technology, they 
would still have to pay the full CRC rate (if that generation were also claiming ROCs or 
FITs). One data centre operator said the CRC meant it was unlikely to locate any data centres 
in the UK. As a result, Intellect UK has called for data centres to be incorporated into CCAs 
(and therefore exempt from the CRC). (Boosting Energy IQ, Policy Exchange). A potential 
solution to this problem could include the expansion of the A-G energy efficiency 
classification system to ICT equipment.  
 
Ensuring interoperability  
 
For IT to enable the smarter use of energy, regulators and standards bodies should require 
interoperability and appropriate standardization for information access and formats. This will 
help foster a healthy ecosystem of energy service providers and prevent vendor lock-in with 
proprietary formats. Standardisation should rely on existing Internet Protocol and Web 
services standards, as well as leverage the XML and extensible capabilities of Web services 
standards.  
 
Providing leadership and education from the public sector  
 
Governments can help save energy and benefit the environment by applying power 
management and virtualisation to their IT infrastructure and by promoting telework. 
Microsoft, for example, participates in the WWF 1 in 5 challenge which encourages 
businesses to replace 1 out of 5 meetings with a virtual meeting. These measures secure lower 
carbon emissions and would also help the Government‟s aspirations to reduce waste in public 
spending.  
 
There is a strong need for education, particularly across small businesses, of carbon reduction 
incentives and of the potential for IT to reduce carbon footprint and drive energy efficiency, 
as part of an effective demand side response.  
 
As Microsoft’s research suggests, more than one in ten (11%) UK businesses have no plans 
to reduce their carbon footprint with this figure rising to one in five for SMEs. Less than one 
in four businesses (24%) were aware of potential government financial incentives in place to 
help them green their business. Cloud computing in particular can help drive massive energy 
savings for SMEs. 
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Executive summary 

 

• Agriculture is a key driver in building a global green economy. Agriculture feeds our entire 

population  and  produces  fibre  for  clothing,  feed  for  livestock  and  bioenergy.  Agriculture 

significantly  contributes  to  gross  domestic  product  (“GDP”)  growth  and  leads  the  way  in 

poverty  reduction.  Agriculture  also  has  one  of  the  highest  potentials  for  reducing  carbon 

emissions and helping vulnerable people adapt to climate change. 

• Farmers need to be able to access markets at the local, regional and global level to achieve 

sustainable  livelihoods.  Making  agriculture  a  dynamic  sector  will  require  the  adoption  of 

supportive frameworks and investment in infrastructure and markets. 

• Enhancing sustainable productivity must be at the centre of efforts to make agriculture both 

environmentally  sound  and  economically  dynamic,  whilst  efforts  should  be  increased  to 

   lifecycle.promote sustainable agri‐food systems throughout the  

• Sharing  knowledge,  creating  supportive  extension  service  networks  and  investing  in 

innovation and  research are all  essential  for  farmers  to adopt practices  that maximize  the 

efficiency  of  the  inputs  they  use  and  help  protect  the  natural  resources  on  which  they 

depend.  

• Despite agriculture’s key role  in building the green economy, foreign aid to agriculture has 

decreased  from 22.5 per cent of  the  total  in 1980 to 5.4 per cent  in 2005.   Over  this same 

period, the rate of growth in global crop yields has slowed down to 1 per cent per year today. 

 

Introduction to Farming First 

 

1.  Farming  First  is  a  global  coalition  representing  the  world’s  farmers,  scientists,  engineers  and 

industry,  as well  as  agricultural  development  organisations.  Farming First  calls  for  a  broad‐based, 

knowledge‐centered approach to increase agricultural output in an environmentally sustainable and 

socially  responsible  manner.  For  more  relevant  information,  visit  the  Farming  First  website  at: 

ww.farmingfirst.org/greeneconomyw . 

 

 

 

 

http://www.farmingfirst.org/greeneconomy


The  economic,  social  and  environmental  outcomes  that  a  green  economy  should  aim  to 

deliver, and the appropriate tools and indicators to monitor progress towards such outcomes 

 

2. The  transition  to a green economy  is  fundamental  for addressing  the social,  environmental,  and 

conomic pillars of sustainable development.   e

 

3.  In  the  context  of  discussions  on  the  Green  Economy,  Farming  First  recommends  the  following 

outcomes  focusing  on  agriculture’s  role  in  delivering  the  “green  economy  in  the  context  of 

ustainable development and poverty eradication”: s

 

I. Reducing poverty: Make agriculture a driver  for poverty reduction by ensuring policies 

link producers to markets and enable value to be created throughout the supply chain to 

help create income opportunities and diversify rural activities. 

 

II. Enhancing sustainable agricultural productivity: The world will need to produce more 

with  less to meet demand and reduce  its environmental  footprint.  Increasing production 

and productivity should be a priority to protect habitat.  

 

III. Investing  in  innovation,  research  and  extension  services:  Invest  in  training, 

knowledge  sharing,  extension  services,  as  well  research  and  development  to  close  the 

uptake gap for existing tools and ensure new solutions are available for tomorrow. 

 

Reducing poverty 

 

4.  Agriculture  can  be  a  potent  driver  for  poverty  reduction.  The World  Bank  estimates  that  GDP 

growth from agriculture generates at  least  twice as much poverty reduction than any other sector. 

Currently  65  per  cent  of  people  in  developing  countries  are  involved  in  agriculture.  1.3  billion  of 

them are small  farmers, with  limited access  to  inputs,  infrastructure and markets  (WDR, 2008).  In 

countries where agriculture represents one of the primary livelihoods, concerted efforts to improve 

roductivity through sustainable practices could change the lives of millions.  p

 

5. A dynamic and productive agriculture sector is also essential for the urban sector. In 2010, for the 

first time ever, more people lived in urban areas than in rural areas globally. Urban populations are 

dependent on  the agricultural  sector  for most of  their consumption, so  improving  local production 

and trade is crucial; but it also means a world of opportunities for farmers who can reach the urban 

arket.  m

 



6.  Making  agriculture  a  dynamic  sector  will  require  the  adoption  of  supportive  frameworks  and 

investment  in  infrastructure  and markets.  Farmers need  to  be  able  to  access markets  at  the  local, 

regional  and  global  level  in  order  to  sustain  a  livelihood  from  their  activities.  In  some  areas,  this 

means  improving  access  to  transport,  storage  and market  facilities.    In Tanzania, US$2.4 billion of 

investment is being directed towards tripling the area’s agricultural output and maximising the trade 

potential of  the Dar es Salaam port  for Tanzania’s neighbouring  landlocked countries. Through the 

Southern Agricultural Growth Corridor of Tanzania project (SAGCOT), both public and private sector 

organisations are supporting 20,000 smallholders to become commercial farmers to bring in annual 

evenues of an estimated US$1.4 billion into the country.  r

 

7. Access to weather and price information and improved seeds also helps farmers grow better crops 

and sell at better prices. For instance, in India, a late December harvest of mustard seeds was causing 

up to 30 per cent of crop to be lost to frost, so breeders worked on a seed with a shorter duration 

period. This enabled farmers to harvest in early December, avoiding the issue of frost. Farmers also 

benefited  from better prices as  they were able  to bring  their  seeds  to  the market before  the usual 

xcess occurred in January.  e

 

Enhancing sustainable agricultural productivity 

 

8. Improving the footprint of agriculture while increasing production needs a concerted effort in two 

areas:  first  closing  the  uptake  gap  of  existing  best  practices  and  technologies  by  focusing  on 

knowledge  sharing  and  creating  supportive  extension  services  networks;  and  second  investing  in 

innovation and research to provide the solutions for tomorrow and ensure agricultural policies are 

science‐based.    According  to  the  Food  and  Agriculture  Organization  (“FAO”),  77  per  cent  of  the 

increased growth  in crop production that  the world  is expected  to require will have  to come  from 

increases in yield, with only 9 per cent coming from increases in land under cultivation and 14 per 

ent from more intensive cropping on existing cultivated land. c

 

9.  Enhancing  sustainable  productivity  must  be  the  centre  of  efforts  to  make  agriculture  both 

environmentally sound and economically dynamic: more crops must be achieved per drop of water, 

per  acre  of  land,  per  measure  of  inputs.  This  is  essential  to  ensure  the  surface  of  land  under 

cultivation does not expand,  in order  to preserve biodiversity and natural carbon sinks. Producers 

need to be integrated in value chains and new activities need to be developed in processing and other 

sectors  to  improve  rural  incomes  and  ensure  that  growth  in  productivity  translates  into  better 

livelihoods.   The 2009 Keystone  ‘Field to Market’ research found that gains  in yield per acre  in the 

past  20  years  in  the  USA  had  also  been  accompanied  by  significant  improvements  in  the  overall 

efficiency  of  resource  use.  The  project  looked  at  key  crops  such  as  soybean  and maize  and  found 



reduced  use  of  irrigated  water,  reduced  soil  loss,  habitat  loss,  energy  use,  and  lower  carbon 

emissions. The Field to Market study clearly showed that progress has been made by farmers in the 

ath to increased sustainability while enhancing their productivity.  p

 

10. Additionally,  efforts  should be  increased  to promote  sustainable  agri‐food  systems  throughout 

the lifecycle. In 2010, FAO estimated that poorly developed systems for handling, storage, packaging, 

transportation,  and  marketing  of  agricultural  products  in  developing  countries  results  in  post‐

harvest losses ranging from 15 per cent to a staggering 50 per cent. Investment in food infrastructure 

and handling could reduce losses and improve food safety.  Developed countries also face losses due 

to food waste from harvest, through delivery to food services, and in households. Waste is worst in 

resh produce which delivers vital nutrients to humans around the globe.  f

 

Invest in innovation, research and extension services 

 

11. Agriculture  is a knowledge‐intensive sector. Farmers need to have access to training, extension 

services,  and sharing of  traditional knowledge  that  can encourage  the production of abundant and 

nutritious  crops  and  mixed  diets.  Knowledge  helps  farmers  adopt  practices  that  maximize  the 

efficiency of  the  inputs  they use and helps protect  the natural  resources  they depend on. Training 

programmes  should  specifically  involve  women  farmers  in  developing  countries  as  essential 

gatekeepers’ for household nutrition and welfare. ‘

 
12. Providing this education to rural communities in a systematic, participatory manner is essential 

to  improving  their production,  income and quality of  life.  Extension  services disseminate practical 

information related to agriculture,  including correct use of  improved seeds,  fertilizers,  tools,  tillage 

practices, water management,  livestock management and welfare, marketing  techniques, and basic 

business skills to address poverty. Extension is also an essential pillar for rural community progress 

including  support  for  the  organisational  capacity  of  farmers’  groups  and  the  formation  of  co‐

peratives.  o

 

13.  Modern  extension  services  must  increase  their  capacity  for  two‐way  information  sharing  – 

between  experts  in  research  and  farmers  themselves who  have  essential  information  on  farming. 

Research  and  extension  should  be  functionally  linked  and  there  should  be  pluralism  in  the 

approaches  to  implementing  this  form of  education. Mobilisation of  the  scientific,  donor,  business, 

NGO, and  farmer  communities are needed  to  improve knowledge sharing,  as well  as  local,  reliable 

ME’s such as agro‐dealers to be able to adopt new practices and technologies.  S

 



The Empowering Smallholder Farmers in Markets (ESFIM) programme promotes this collaborative 

approach to research. Working in eleven developing countries, the initiative both partners farmers’ 

organisations  with  local  researchers  to  voice  their  requirements  more  effectively,  and  provides 

farmers’ organisations with  information and knowledge that will strengthen their ability to collect, 

rganise and exchange experiences and knowledge. o

 

14.  Farmers must  constantly  adapt,  and  the  challenge  of  climate  change  is making  that  need  ever 

more acute. Investing in research and development, in both the public and private sector, is essential 

to ensure farmers have the tools they need in the future and that the gains obtained in productivity 

nd footprint are not undermined.  a

 

15. Targeted investment in research, combined with supportive frameworks for the roll out, diffusion 

and  uptake  of  the  products  of  research  are  essential  to  support  continuous  improvements  in 

agricultural  sustainability.  In  particular,  research  on  the  needs,  aspirations  and  knowledge  of 

smallholders in the developing world can help ensure agricultural solutions are appropriate for local 

conditions.  Interdisciplinary  research  into  agricultural production,  supply  chains and consumption 

eeds to be supported to ensure a holistic approach to agricultural development.  n

 

16. The F i :arming First coalition supports priorit sing the following areas of research   

• Conduct  agronomic  research  related  to  water  availability,  soil  fertility  and  post‐harvest 

losses, as well as climate change challenges; 

• st vulnerable regions; Conduct research into crop varieties needed by the poorest and mo

• Promote farmer‐centred research in accordance with their needs;  

• Explore alternative & efficient uses for agriculture products and by‐products along the value 

chain; and  
• Support research on the nutritional quality of foods. 

 

17. As a sector, agriculture  is essential  to  the green economy. With a predicted 9 billion people by 

2050,  agricultural  production will  have  to  increase  to meet  new demands,  for  food,  feed,  fuel  and 

fibre.  Agriculture  must  not  only  meet  demand  –  it  must  also  do  so  while  minimizing  its 

environmental footprint and creating sustainable livelihoods for farmers and others along the supply 

hain.  c

 

18. In a time of food insecurity and with the largest share of its population in developing countries 

living  in  rural  areas,  the world  cannot  afford  to  ignore  the  potential  of  agriculture  to  achieve  the 

triple  goals  of  a  secure  food  supply,  poverty  reduction  through  improved  rural  livelihoods,  and 



environmental  sustainability  through  reduced  footprint  of  production  and  climate  change 

adaptation.  

 

The nature of any barriers preventing the transition to a green economy 

 

19. Farmers need  to be able  to get  their products  to market and receive equitable price  treatment 

when  they  do.  At  the moment,  there  are  a  number  of  barriers  preventing  farmers  from  accessing 

arkets. m

 

Capital investment 

 

20.  Agriculture  is  in  desperate  need  of  capital  investment,  especially  if  it  is  to  be  able  to  feed  a 

predicted  9  billion  people  in  2050  and  reduce  the  number  of  people  living  in  poverty.  This  is 

particularly  important  in Africa where  61 per  cent  of  rural  people  are  living  in  extreme poverty  ‐ 

many of whom rely heavily on agriculture as a source of income. The FAO estimates that 210 billion 

USD needs to be invested in agriculture to reach the target of  increasing agricultural production by 

0 per cent by 2050. 5

 

21.  Governments  need  to  encourage  public  and  private  investment  in  agriculture,  targeting  in 

particular smallholders and women farmers. Price caps will fundamentally destroy that investment. 

egulation is also important for private investors.  R

 

Transparent commodity markets 

 

22. Global leaders must encourage the creation and use of transparent markets and national/regional 

commodity exchanges and avoid export bans on food and agricultural inputs. They must not interfere 

with transparent markets as, all market users are speculators, and are currently a valuable source of 

apital flowing back into agriculture.  c

 

23.  Policymakers  should  encourage  appropriate  and  aligned  regulatory  systems  (e.g.  food  safety, 

tolerances,  maximum  residue  levels,  etc.)  to  remove  the  unnecessary  challenges  associated  with 

ommodity imports.  c

 

Access to uptodate market pricing information 

 

24.  Mechanisms  must  be  developed  to  provide  remote  access  to  up‐to‐date  market  pricing 

information for farmers. Throughout 2011, the FAO Food Price Index has been near or at historical 



highs.    Particularly  to  farmers  in  food  insecure  areas,  good  price  transparency  improves  fair 

contracting  and  encourages  regional  trade  among  food  insecure  countries,  for  instance  in  sub‐

aharan Africa. S

 

25.  Information  on markets must  be  collected  regionally,  including  informal markets.  On  average, 

only 16per cent of crop yields ever enter international markets (world Trade Organization (“WTO”)). 

Yet, trade in commodities may be far higher than understood due to informal markets, particularly in 

eveloping countries.  d

 

Creating appropriate policy environments 

 

26.  Governments  must  create  aligned  policy  environments,  which  support  farmers  as  small‐scale 

entrepreneurs. Entrepreneurship training can also help to  improve smallholder farmers’ marketing 

kills, helping them to get their products to market.   s

 

27.  Governments  can  also  support  future  food  and  nutrition  security  by  encouraging  a  range  of 

specific  crops and produce  to be grown  to avoid hunger and malnutrition.   This effort will  rely on 

increasing the productive capacity of farmers, especially in food insecure countries, through a focus 

on: 

I. La nd tenure security; 

 dit; II. Access to banking and microcre

 III. Access to inputs and irrigation; 

I   with farmers; V. Agricultural extension services to share knowledge

  losses through storage; and V. Reduced post harvest

VI. Rural infrastructure. 

 

Knowledge sharing 

 

28. Agriculture by nature  represents a mosaic of  solutions and practices,  focused on  farmer needs 

and  knowledge  sharing.  Sustainability  is  a  moving  target  towards  which  farmers  in  different 

geographies  and  farming  systems  are  already moving  and  they will  need  support  to  continuously 

mprove. i

 

29.  Agriculture  in  a  green  economy  means  a  broad‐based,  knowledge‐centered  approach  to 

agric tuul ral development. Key to achieving this goal is a focus on:  

I. Addressing implementation gaps through support for knowledge sharing; and advisory and 

training services;  



II. Ensuring agricultural polici es are based on science; and 

III. Supporting productivity through innovation and best practices. 

 

 

The approach required to deliver a green economy, and the aspects of the current economic 

model  that require development, eliminating and/or new approaches  found. What  tensions 

might  there  be  between  economic  growth  and  the  green  economy? Would  ‘greening’  the 

economy deliver the outcomes needed? 

 

30. Agriculture is the basis of our food supply and the raw materials which supply fibre for clothing, 

feed for livestock and bioenergy. In order to feed a global population of 9 billion by 2050, the World 

ank estimates that this will require a 70 percent increase in global food production.  B

 

 31. Particularly  in the developing world, agriculture contributes significantly to GDP growth,  leads 

the way in poverty reduction and accounts for the lion’s share of global employment opportunities, 

especially  for  women.  GDP  growth  from  agriculture  generates  at  least  twice  as  much  poverty 

reduction than any other sector. Worldwide, agriculture employs 37.3per cent of the world’s current 

labour  force  ‐  97per  cent  of whom  live  in  developing  countries  (international  Labor  Organization 

(“ILO”)).  In  Uganda,  for  instance,  82per  cent  of  the  work  force  is  dependent  on  agriculture  (CIA 

orld Factbook).  W

 

32.  Agriculture  also  has  one  of  the  highest  potentials  for  reducing  carbon  emissions  and  helping 

vulnerable  people  adapt  to  climate  change.  Globally,  between  17‐30  percent  of  greenhouse  gas 

emissions come from agriculture. Unabated climate change could cost the world at least 5per cent of 

GDP each year (Stern report).  According to an academic study by Burney et al, improvements in crop 

yield since the 1960s have reduced emissions by up to 13 billion tones of carbon dioxide equivalent 

nits per year (161 Gigatonnes from 1960 to 2005). u

 

33. Water management  is also crucial and  is probably agriculture’s critical  limiting  factor.   Around 

1.2  billion  people,  or  almost  one‐fifth  of  the  world’s  population,  live  in  areas  of  physical  water 

scarcity,  and  a  further  500  million  people  are  approaching  this  situation.    Improving  water 

productivity in agriculture through increased yields and drip irrigation is key; in theory, a 1per cent 

increase in water productivity in food production makes available an extra 24 litres a day per person. 

International Water Management Institute (“IWMI”)). (

 

34. Also,  large areas of the world’s cropland are seriously degraded.   By 2050, an estimated half of 

current  arable  land  will  become  unusable  due  to  desertification  and  soil  degradation.    The  large 



majority  of  this  degradation  comes  from wind  erosion  and water  erosion  (International  Fund  for 

Agricultural Development (“IFAD”)).  Minimum or no‐tillage techniques can help reduce soil erosion 

by 50‐98per cent and also improve soil quality and moisture retention (FAO). 

 

Priorities for action, including those sectors of the economy crucial for creating the conditions 

for a green economy  

 

35.  As  global  leaders  prepare  to  meet  at  the  Rio+20  (United  Nations  Conference  on  Sustainable 

Development (“UNCSD”)) summit in 2012, they should not neglect  the central role of agriculture in 

delivering a green economy, nor the role of farmers as the main drivers of these changes.  

 

36.  Comprehensive  solutions  are  needed  for  sustainable  agriculture,  and  Farming  First’s  six‐point 

ction plan offers a comprehensive view of how this may be achieved. These are: a

 

I. :Safeguard natural resources   

• land  management  should  be  improved  through  the  widespread  adoption  of  sustainable 

practices of land use. 

•  erosion and land degradation; Conservation agriculture can be used to prevent soil

• Manage watersheds and water use more efficiently. 

• tegrated ecosystems approach; Protect wildlife habitat and biodiversity through an in

• Provide incentives for improving ecosystem services. 

• Promote a sound management of chemical substances,  including through the improvement 

of health and safety conditions for agricultural workers. 

 

II. Share  knowledge:  While  much  of  the  knowledge  needed  to  improve  global  agriculture 

already  exists,  including  within  remote  indigenous  communities,  it  often  does  not  reach 

those farmers that could benefit most. 

• Increase  the  level of education on crop and natural resource management  for  farmers and 

agricultural workers, including women. 

• Take  substantive measures  to  eliminate  child  labour  and make  sure  children benefit  from 

decent work conditions and access to education. 

• Promote the development of village‐based knowledge centres. 

• Provide access to scalable information technologies for farmers, including women and young 

farmers, to receive weather, crop and market alerts, as well as other early warning systems 

to help them make the right decisions for sustainability and productivity. 



• Establish open and transparent two‐way exchanges that capture the ‘voice of the farmer’ in 

the process of policy formulation and implementation. 

 

III. Build  local access and  capacity:  Fundamental  resources  should  be  available  to  farmers, 

including women and young  farmers,  to help  them manage their production process more 

reliably and at less cost. 

• s. Secure access to land and water resources, especially for women farmer

• Provide rural access to microfinance services, especially to microcredit. 

• Build infrastructure – particularly roads and ports – to make supplies available to farmers. 

• Establish training programs in infrastructure management, operations and maintenance for 

tlocal and regional se tings. 

• Improve  access  to  agricultural  inputs  and  services,  including  mechanical  tools,  seeds, 

fertilizers, and crop protection materials. 

• Encourage and co‐ordinate multiple local actors to ensure information and supplies get into 

farmers’ hands. 

• Invest in bioenergy where it contributes to energy security and to rural development. 

 

IV. Protect harvests:  In many of  the poorest  countries,  20‐40per  cent of  crop  yields  are  lost 

because of  inadequate pre‐ and post‐harvest support.  Likewise, vast quantities of  food are 

squandered during production and consumption phases of the food chain. 

• Build local storage facilities and transportation mechanisms, including cold chain storage for 

food preservation. 

• Localise  the  application  of  agronomic  knowledge,  pest‐identification  and  meteorological 

iinformat on. 

• Educate  the  public  on  sustainable  consumption  and  production  needs  and  behaviours, 

including on the need to reduce food waste. 

• Provide  risk  management  tools  to  support  farmers  in  managing  weather  and  market 

variations. 

 

V. Enable access  to markets: Farmers  need  to  be  able  to  get  their  products  to market  and 

receive equitable price treatment when they do. 

• Provide remote access to up‐to‐date market pricing information 

• Develop  well  functioning  markets  through  transparent  information,  fair  prices,  sound 

infrastructure and reduced speculation. 

• Encourage co‐operative approaches to marketing for smallholders. 

• Improve smallholder farmers’ marketing skills through entrepreneurship training. 



• Reduce market distortions to improve opportunities for all strata of agriculture worldwide. 

 

VI. Prioritise  research  imperatives:  Achieving  sustainable  agriculture  requires  intensified, 

continuous  research,  prioritising  locally  relevant  crops,  stewardship  techniques,  and 

adaptation to climate change. 

• Conduct  agronomic  research  on  issues  of water,  soil  fertility,  post‐harvest  losses,   climate 

change, and alternative uses for by‐products. 

• st vulnerable regions. Conduct research into crop varieties needed by the poorest and mo

• Promote farmer‐centred research in accordance with their needs. 

• . Improved productivity through the responsible use of science and technology

• Establish public‐private research collaboration around integrated solutions. 

• Increase investments from governments and business toward relevant R&D. 

• Investigate alternative uses for agriculture‐based by‐products along the value chain. 

 
The role of consumers, businesses, nongovernment organisations, and  international bodies 
in delivering, and stimulating demand for a green economy 
 
7. As we move towards action on global food policies, Farming First urges all stakeholder groups to: 3

 

1. Promote a clear  joint  focus on a common goal  for  food security at  the global  level  through 

policy and operational coherence. 

2. Encourage  increased  transparency  on  how  much  of  pledged  funding  for  agricultural 

m o f .develop ent has been c mmitted and to what types o  programmes  

3. Engage  a  wide  range  of  stakeholders  to  ensure  that  efforts  are  coordinated,  clear, 

collaborative and ultimately successful. 

 

38. Returning farmers to the centre of policy decisions is  fundamental  to sustainable development. 

Governments,  businesses,  scientists  and civil  society  groups must  focus attention on  the  source of 

our food security. Women farmers should become specially targeted recipients because of their vital 

oles in the agricultural workforce, household procurement and preparation, and family unit support.  r

 

39.  Productivity  levels  along  with  efficiency  in  most  developing  countries  have  to  be  raised 

exponentially  while  considering  environmental  sustainability.  Policies  encouraging  investment  in 

eveloping countries’ agricultural sectors should be supported. d

 

40.  Governments  should  invest  in  their  agricultural  sectors  and  devise  long‐term  agricultural 

development strategies supporting the development of local agricultural markets and farmers’ ability 

to answer market demands. 



 

41.  Local  production  should  also  be  stimulated  by  providing  farmers  with  the  technology,  the 

nowledge and the adequate financial services they need.  k
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Written evidence submitted by Scottish Renewables 
 
 
Scottish Renewables is Scotland’s leading renewables trade body. We represent 
over 320 organisations involved in renewable energy in Scotland. Further information 
on our work and membership can be found on our website 
www.scottishrenewables.com.  
 
Firstly, many thanks for the opportunity to respond on what is an important issue for the 
renewables industry in Scotland.  

This industry is playing a crucial role in the Scottish and UK Government’s efforts to tackle 
climate change and increase Scotland’s energy security, and must continue to do so in order 
to meet our carbon emissions reduction target of 42% by 2020. Scotland has ambitious 
targets to source 80% of our electricity demand and a fifth of all energy consumption from 
renewables by 2020. 

 
1. The Economic, Social and environmental outcomes that a green economy 

should aim to deliver, and the appropriate tools and indicators to monitor 
progress towards such outcomes 
 

1.1  Creating a green economy will deliver jobs and help to promote sustainable 
economic growth at national, European and global levels. Investment, innovation, more 
efficient use of natural resources and preventing damage to the environment and human 
health are some of the tools that will get us there. Furthermore, placing natural resources at 
the centre of the economy will allow us to better understand the costs and benefits of our 
resources and the impact of our consumption patterns. 
 
1.2  The renewable energy industry is playing a crucial role in the Scottish and UK 
Governments’ efforts to move towards a green economy and must continue to do so by 
placing natural resources at its heart. The Scottish Climate Change Act (2009) sets an 
international example by giving our commitment to meet our carbon emissions reduction 
target of 42% by 2020. Scottish Renewables has been a representative voice of the 
renewables industry since 1996 and our work has driven more challenging targets and 
significant progress towards these indicators. This progress has been backed by ambition in 
industry and government in Scotland, with a desire to continue to set an example in the 
international community when it comes to renewable energy. We welcomed the Scottish 
Government’s recent decision to raise Scotland’s targets to source 100% of our electricity 
demand and 30% of all energy demand from renewables by 2020. This highlights the 
success of setting ambitious targets and carefully monitoring our progress towards them. 
Along with making steady progress towards our electricity targets, early indications also 
show that we are on track to meet our existing target of 11 per cent renewable heat, and with 
the introduction of the Renewable Heat Incentive we can expect significant growth in this 



industry. In order to meet our European renewables targets, the same ambition needs to be 
applied to the creation of a green economy across the UK. 
 

2. The nature of any barriers preventing the transition to a green economy 
 
2.1 Despite the success to date in making progress towards our renewable energy 
targets in Scotland, it should be noted that, within the context of a green economy, a one 
size fits all model will not work; policies should be defined to taking in to account local, 
regional and country specific factors. Even within the Scottish model for renewable energy 
there are still barriers in place that have prevented or are continuing to prevent us from 
realising our potential. 

 
2.2 Project TransmiT is taking place to review the transmission charging systems and the 
integration of increasing levels of low carbon resources into the system. The current regime 
works by levying higher charges on those generators using the transmission network located 
furthest away from the main centres of demand. This is intended to encourage generators to 
locate closest to where generation is needed, and discourage investment in capacity located 
further away from these demand centres. However, our best natural resources are not 
always located closest to these demand centres and in order to put these resources at the 
centre of our economy we must bring the transmission charging system in line with the green 
economy by providing the appropriate pricing mechanism to encourage the uptake of 
renewable energy, balanced with economic efficiency.  
There is concern within the industry that the current review appears to favour the latter over 
the national policy requirements. Fundamentally, the current transmission charging system 
was designed for another time and another set of challenges. The moral, social, and 
economic imperative of tackling climate change means that we now have to affect a radical 
shift in the way that we generate, distribute and consume energy, and the charging system 
should be designed to support that goal, not to work against it.    
 
2.3 The forthcoming comprehensive review of the Feed-in Tariff (FIT) needs to bring 
clarity and certainty to the market by outlining a clear and well defined review process for 
future years to allow investors to properly and fairly assess risks. In addition, it is important 
that any changes which are made under the comprehensive review are accompanied by 
appropriate transitional arrangements.  
DECC should ensure that cost effective tariffs that provide the desired rate of return on 
investment are given. Our members have highlighted concerns that the uncertainty in the 
tariffs is hampering investment in projects, so it is crucial for government to ensure that 
clarity around the post April 2012 tariffs is given as soon as possible. We would urge DECC 
to work with the industry to ensure that all technologies and support levels are given careful 
consideration and that, where changes are made, clear financial evidence is presented.  
 
2.4 The UK Government initiated reform of the electricity market in 2010. The reform 
package includes changes to how revenues for renewables generators are supported. 
Needless to say, this process has introduced a great deal of uncertainty into the investment 
market for what has now been a prolonged period of time. The new mechanism for financial 
support, a Feed-in Tariff with Contract for Difference, will be introduced in 2014. Additionally, 
the level of financial support under the current system, the Renewables Obligation, is being 
re-evaluated over the coming year. As such, those wishing to invest in renewable generation 



will not have a clear idea of the support they are likely to receive under either system. This 
will undoubtedly impact upon investors’ financial forecasts, and therefore their ability to seek 
capital investment. These factors are likely to have an adverse impact upon investment in 
renewable generation in the UK. Scottish Renewables generally supports these reforms, but 
we are keen to see further clarity on the above concerns in a timely manner. In particular, we 
look forward to achieving an outcome that supports the renewable energy industry, and we 
see the following principles as paramount in securing the optimal investment environment for 
reaching mandated climate change targets:  

• viable levels of income for typical projects, and not just the best;  
• a clear route to market at initiation of development;  
• certainty and stability for a reasonable period of time; protection of existing projects 

and of projects already in the pre-commissioning pipeline, and;  
• avoidance of temporary or permanent deferral of investment in projects or the supply 

chain.   
 
 
2.5 Renewable energy projects are highly capital intensive and their success is 
threatened within current capital constrained markets. Therefore, we support the coalition 
government’s decision to create a Green Investment Bank (GIB) with the mission of 
‘accelerating private sector investment’ and an initial remit to focus on ‘high risk projects 
which are otherwise likely to proceed slowly or not at all’ as a positive move towards 
reaching our targets. Scottish Renewables believes that the case for investment into the 
marine energy sector is clear: capital intensive projects that require testing in some of the 
harshest conditions where they will perform at their optimal capacity for generating 
electricity. However there is concern within the industry that the marine energy sector will not 
become a priority for investment until the GIB’s third phase of development in 2015 – this, 
we fear, will be too little too late.  
We also fully support the bid to locate the GIB in Edinburgh– the UK’s second largest 
financial centre and fourth in Europe in terms of equity assets, not to mention the synergies 
between the GIB and the size, scale and potential of the renewable energy industry in 
Scotland.  
 
2.6  Scottish Renewables wants to see the immediate release of the Scottish Fossil Fuel 
Levy for investment without impacting on the Scottish block grant. These funds can only be 
used for the promotion of renewable energy development and could be used for financing 
the wave and tidal industry and increase the uptake of rail electrification and ultimately the 
decarbonisation of transport. Scottish renewables believes that there is a one off opportunity 
to catch up on the failure of many administrations to be able to draw down these funds.     
 
2.7 The planning system must work with regulation in order to warrant that delays are 
minimised, costs reduced, and applications for responsibly sited projects are dealt with as 
efficiently as possible and in line with national policy. Significant modernisation of the 
Scottish planning system has created a much more inclusive culture and positive attitude 
towards renewable technology which ultimately has led to a faster decision making process.  
However, determination times remain slow for many projects, and local plans, guidance and 
decision making often fail to reflect national policy and priorities.  
 



2.8 The renewable energy industry is a key economic driver for Scotland which is 
projected to deliver 40,000 new jobs up to 2020 with the opportunity to create up to 28,000 
new jobs directly employed in the offshore wind sector alone. However in order to capitalise 
on this opportunity, we need to provide our workforce with opportunities to develop the skills 
required. In order to achieve this, it needs to be reflected across the nation’s academic 
institutions building upon the success of developments such as the Scottish Energy 
Research Academy and the Centre of Engineering Excellence for Renewable Energy at 
Strathclyde University and the cluster of activity emerging around Tayside Fife, and 
Edinburgh colleges to support wind technologies and microgeneration. 
 
2.9   Current output of STEM graduates and technicians is insufficient to even meet the need 
to fill vacancies that come about through retirement let alone to simultaneously help drive the 
rise of new innovative industries which will create a green economy for the UK. 
 
2.10   We are encouraged by the Scottish Government’s policy to promote these subjects 
and financially support new modern apprenticeships in renewables. We hope this support 
continues and is matched by similar initiatives across the UK.   

 
3. The approach required to deliver a green economy, and the aspects of the 

current economic model that require development, eliminating and/ or new 
approaches found. What tensions there might be between economic Growth 
and the green Economy? Would Greening the Economy deliver the outcomes 
needed?  
 

3.1 In order to achieve the transition to a green economy, we shall have to employ the 
commitment, ambition and coordination that have helped to facilitate the recent increase in 
renewable energy development in far greater measures. Placing natural resources and 
renewable energy at the heart of the economic system is an important first step. However, 
developing a system which maximises the benefit from these resources is essential. Scottish 
Renewables is working with Ofgem, DECC and other key stakeholders to ensure that the 
outcomes of Project TransmiT and EMR match this requirement.   
  
3.2 Renewable energy will play a key role in driving sustainable economic growth. There 
are already significant drivers within the current system, however as we move closer to our 
targets they will require further development. It is imperative that we take a long term view 
and meet the desire for economic growth within the framework of a green economy. 
Employment figures provide a wellness indicator for economies globally. Renewable UK’s 
skills report1 indicates that on a medium trajectory up to 2020 there will be 55,600 workers 
directly employed by the wind industry and 88,300 across the supply chain. This will require 
30,000 FTE’s and 45,000 workers to be given the opportunity to train upskill and reskill in 
order to benefit from the industry. This is an example of the scale of opportunity that can be 
delivered through growth in the green economy.     
 
 

                                                            
1 Working for a green Britain vol 2, Renewable UK, July 2011, http://www.bwea.com/pdf/publications/Working_for_Green_Britain_V2.pdf 

 

http://www.bwea.com/pdf/publications/Working_for_Green_Britain_V2.pdf


4. The policy and institutional ‘framework’ required to create the right conditions 
for the green economy to thrive, and whether the Governments forthcoming 
green energy roadmap provides this framework. Does the roadmap deliver a 
clear vision of the green economy? 

 
4.1 The UK Government’s green energy roadmap provides a base from which we can 
grow the green economy. Green energy will drive this transition and the necessary reforms 
and financial incentives that we put in place now will ultimately make or break the success 
not only of the renewable energy industry but of our chances in successfully making the 
transition to a green economy.  
 
4.2 We must carefully address barriers around renewable energy deployment outlined in 
the renewable energy roadmap with a long term view that matches our ambition and desire 
to be world leaders both within renewable energy and the green economy.   
 

5. Priorities for action, including those sectors of the economy crucial for 
creating the conditions for a green economy... 

 
5.1  Political Leadership – Strong political leadership driven by a desire and ambition to 
exceed renewable energy targets is a necessity. However, communicating this ambition to 
industry through consistent messages such as the Scottish Climate Change Act (2009) will 
allow crucial sectors of the economy to respond with equal measures of enthusiasm to reach 
our ambitious targets and continue to set an international example as we move towards a 
green economy.  
 
5.2  Investment and Financial Support - Given the capital intensity of renewable energy 
projects and the current economic climate – it is essential that financial incentives and 
reforms such as EMR deliver the message to investors that renewable energy is a growth 
market that is here to stay. Scotland’s National Renewables Infrastructure Fund (NRIF) is 
helping to deliver this same message to manufacturers and has already resulted in at least 
one wind turbine manufacturer committing to locate in Scotland. We would therefore like to 
see the government do all that it can to extend the level of support available.    
Scotland’s wave and tidal power sector is a genuine world leader, however it is still in early 
stages and we must ensure that funding mechanisms are in place to allow developers to 
bridge the gap between deploying single full scale marine devices to installing the first small 
arrays. 
 
5.3 Grid - Significant new connections and a new charging framework are required for 
the National Grid to support our renewable energy ambitions. Without upgrades and new 
power lines to export clean power generated by businesses here in Scotland to consumers 
in the rest of the UK and ultimately Europe we will never meet our aspirations. Likewise we 
need new connections to resource rich parts of the country such as Shetland and the 
Western Isles which have huge potential for both onshore and offshore wind, wave and tidal, 
but simply lack the necessary connections to the grid. 
 
5.4 Heat – This demand sector counts for over half of Scotland overall energy use, yet 
the absence of district heating networks will make implementing the use of renewable 
energy into this sector extremely challenging. However, early indications show that we are 



on track to hit our existing target of 11 per cent renewable heat by 2020. We can expect 
significant growth in this industry, with the introduction of the Renewable Heat Incentive. 
Scottish Renewables would like to see the ambition and effort being applied in this sector 
matching the scale of the challenge, as we have seen with other renewable technologies. 
 
5.5 Transport – Total energy consumption from Transport accounted for 37 per cent of 
total UK final 
energy consumption in 2010. Biofuels will make a significant contribution towards replacing 
this sector’s reliance on fossil fuels with renewable resources, however we must ensure that 
biofuels used are resourced sustainably. Moreover, developing a renewable transport sector 
will require an entirely new infrastructure, not least to support the likely expansion of electric 
vehicles. We must begin to assess the likely architecture required to make this transition 
now. 
 
5.6 Supply Chain – The UK’s oil and nuclear interests in the 1980s meant that the wind 
industry was not considered a priority, allowing countries like Denmark to develop their 
comparative advantage2; as such the onshore wind industry largely relies on imports. 
However, the offshore wind and marine experience does not have to be the same. We 
should learn from our onshore wind experience the importance of a steady regulatory regime 
and incentive policies in attracting investment into and developing supply chain. The NRIF 
has attracted one wind turbine manufacturer to locate in Scotland. Scottish Renewables 
would like to see the level of support being extended and a similar scheme developed to 
support the wave and tidal fabrication and deployment facilities.    

6.  Whether any models that more closely resemble a green economy exist 
elsewhere that the UK should aspire to; and how the UK’s policies to deliver a 
green economy relate to actions needed to deliver a the global green economy 
(a theme of the June 2012 Rio Summit).  

6.1 Scotland has set an international example through its ambitious renewable energy 
targets and the significant progress that it continues to make towards them. However there 
are still lessons that can be learned from the international community. The German model3 
for renewable energy uptake has proven to be particularly successful. Its current onshore 
wind capacity equates to 50% European installed capacity. This has been facilitated through 
a stable and predictable policy framework. 

6.2 There are further lessons to be learned from the Danish experience2. The Danish 
wind industry has a 20% share of the global wind turbine market employing 28,000 workers  
and contributing £1.2 billion in gross value added (GVA) to the economy each year. The 
support mechanisms that allowed Denmark to grow a domestic wind industry can be used as 
a guide for the UK Marine industry as it develops and aspires to capture and deliver its full 
value to the UK Green Economy.  

                                                            
2 The Danish Wind Industry 1980 – 2010: Lessons for the British marine energy industry, International Journal of the Society for Underwater Technology, Kyle 
Smith for Aquamarine Power, 2011, 
http://www.aquamarinepower.com/sites/resources/Published%20papers/2914/The%20Danish%20wind%20industry%201980%20-
%202010%20Lessons%20for%20the%20British%20marine%20energy%20industry%20International%20Journal%20of%20the%20Society%20for%20Underw
ater%20Technology.pdf 
3 Germany  ‐ Renewable Energy Factsheet, European Commission, January 2007, 
http://ec.europa.eu/energy/energy_policy/doc/factsheets/renewables/renewables_de_en.pdf 
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Written evidence submitted by PowerPerfector 
 

Summary  

1 PowerPerfector agrees that there is scope for enormous growth and job creation in the 
energy efficiency sector, but this requires a coherent and consistent policy framework. 
PowerPerfector submits that:  

• To create a platform for growth the government should establish a single policy 
framework that has energy reduction and investment in zero/low carbon energy 
sources at its heart. 

• The government should create simple effective taxation policies which reduce energy 
consumption and accelerate the uptake of zero/low carbon energy sources. 

• The government must put in place well designed public procurement standards and 
financing to drive green investment. 

About powerPerfector 

2 PowerPerfector is an innovative company with a technology that delivers carbon and 
energy savings for organisations and helps the UK meet its carbon emissions reduction 
targets. PowerPerfector is a British SME which was established in 2005, it supplies 
energy saving Voltage Power Optimisation technology to the government estates, local 
authorities and private sector companies such as Tesco, Waitrose, Hilton and EDF 
Energy. To date we have installed ~4,000 units and saved ~0.5M tonnes CO2 and ~£90 
million in energy costs for our clients. 

Single policy framework 

3 PowerPerfector welcomes the government’s commitment, as set out in the August 2011 
publication, Enabling the Transition to a Green Economy: Government and business 
working together, to “develop a green policy framework which is effective, clear, stable 
and as streamlined and minimally burdensome as possible”. However, UK governments 
past and present have generated a plethora of policies to tackle climate change - climate 
change levy (CCL), carbon reduction commitment (CRC), feed in tariffs (FIT), renewable 
heat incentive (RHI) and the green deal, each designed to address specific market 
failures rather than address the root cause. 

3.1 Policy (and fiscal) overlaps have distorted our clients’ investment decisions, away from 
our voltage power optimisation technology, and towards selected other technologies. 
Examples of duplicate policy (and fiscal) incentives include; biomass boilers (ECA 
scheme and the RHI); heat pumps (ECA scheme and the RHI); solar thermal (ECA 
scheme and the RHI); and CHP (levy exception certificates under the CCL and ECA). 
Another example is the misalignment between the enhanced capital allowances (ECA) 
scheme for energy saving technologies for automatic monitoring and targeting, and the 
CRC. 

3.2 Establishing a single cohesive policy framework for the whole of the UK economy is 
central to unlocking the green economy and achieving the UK’s emissions reduction 
targets for 2020 and 2050. The current climate change policies give block exemptions for 
some businesses, and exclusions for others, creating a market distortion amongst UK 
businesses. A singular approach should replace the piecemeal approach that has led to 
the fragmented policy landscape today.  



Simple effective tax structure 

4. The government should introduce a simple taxation system which reduces energy 
consumption and accelerates the uptake of zero/low carbon energy sources.  The taxes 
that we propose to create the necessary stability and market confidence to bring forward 
private sector investment are summarised below. 

i. A tax on energy consumption and prices. The government should move the UK 
from a volume discount model that encourages energy consumption i.e. lower 
price per kWh for greater energy use, to one that rewards lower energy 
consumption with cheaper per unit costs. Initiating a series of taxable bands 
similar to those for income tax would help to incentivise energy reduction in the 
domestic and non-domestic sector.  

ii. An emission based fuel tax. The government should implement variable taxation 
at source based on the emission factors of fuel sources, as per the CCL, to 
encourage investment in energy conservation and incentivise consumers to opt 
for low and zero carbon energy sources. 

Financing energy efficiency investment 

5. For the UK to meet the legally binding carbon emissions reduction targets for 2020 and 
2050, greater investment in energy efficiency must come forward. The May 2011 OECD 
report Towards green growth: A summary for policy makers, stressed how important well 
designed public procurement standards and financing are to strengthening markets for 
green innovation and so help deliver green growth.   

5.1 In the US, investment has been achieved through the use of energy saving performance 
contracts (ESPC).  ESPCs accelerate investment in cost effective energy conservation 
because the government does not pay up-front capital costs for energy saving projects. 
The energy saving provider undertakes the improvements that will generate energy cost 
savings sufficient to pay for the project over the term of the contract. As of May 2011, 
more than 570 projects worth $3.9 billion were implemented in the United States through 
ESPC.  However, in the UK, energy saving performance contracts (ESPC) have had 
little impact to date and investment in energy efficiency is suffering as a result.   

5.2 The Cabinet Office/OGC should create public procurement standards that support the 
use of proven investment techniques. Given the success of ESPC in the United States, 
and the size of the challenge the UK government faces, the government should use 
public procurement to support ESPC to realise greater emission reductions. 

Conclusion 

6. Having a single policy framework would make sure that all parts of the UK economy 
played their part in mitigating climate change.  It would give investors confidence in the 
technology that will underpin green growth.   

6.1 Our proposed single policy framework and taxation measures would incentivise lower 
energy consumption.  They would also reward the use of low and zero carbon energy 
sources. Our proposal to use ESPCs for public procurement would speed up investment 
in cost effective energy saving projects. Taken together these measures would provide 
investor confidence in energy efficiency technology, incentivise low energy consumption 
and promote growth and job creation in the energy efficiency sector. 
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Written evidence submitted by the Institute of Ecology and 
Environmental Management 

 
The Institute of Ecology and Environmental Management (IEEM), as the 
leading membership organisation supporting professional ecologists and 
environmental managers, welcome the opportunity to comment on The Green 
Economy. 
 
IEEM was established in 1991 and currently has over 4,000 members drawn 
from local authorities, government agencies, industry, environmental 
consultancy, teaching/research, and voluntary environmental organisations. 
The Institute has led the way in defining and raising the standards of 
ecological and environmental management practice with regard to biodiversity 
protection and enhancement. It promotes knowledge sharing through events 
and publications, skills development through its comprehensive training and 
development programme and best practice through the dissemination of 
technical guidance for the profession and related disciplines. 
 
IEEM is a member of: 

• Society for the Environment 

• European Network of Environmental Professionals 

• IUCN - The World Conservation Union 

• Europarc Federation 

• Professional Associations Research Network 

• United Nations Decade on Biodiversity 2011-2020 Network 
 
 
 
 
 

 



IEEM comments on: 
The Green Economy 
1. Introduction 

a. In working towards sustainable development and a green economy, 
IEEM urges the Government to recognise the three aspects of 
sustainable development – economic, social and environmental – 
and remember that they are interdependent and must be addressed 
together. Moving towards a green economy must also be about 
more than just reducing carbon emissions, we must protect and 
enhance our natural capital – the ecosystems and biodiversity upon 
which we depend – and take into account their true value, for 
example, to our economy and our health and well-being1. 

b. Ecology and environmental management has the potential to play a 
significant role in moving to a green economy in terms of creating 
jobs, promoting sustainable development and also in protecting and 
enhancing our natural capital, upon which our financial economy 
ultimately depends. 

2. Ecological and Environmental Management Knowledge and Skills 
Shortages and Gaps 

a. Regarding barriers preventing the transition to a green economy, 
IEEM would like to highlight the current knowledge and skills 
shortages and gaps in the ecological and environmental 
management profession. It is to our profession that businesses and 
industry will need to turn to access expertise and competence to 
enable them to move to a greener economic model. Yet there is  a 
danger that needs and expectations will not be fully met. Until now, 
anecdotal evidence has provided the only basis to support claims of 
skills shortages and/or gaps in the profession, but IEEM has 
recently published a report, Ecological Skills: Shaping the 
Profession for the 21st Century2, that provides the evidence for this 
claim. Some of the key findings from the report are included below. 

b. There are many emerging challenges for the ecological and 
environmental management profession, including: 

i. the requirement for ecologists and environmental managers 
to work effectively in multidisciplinary teams on a par with 
other professionals; 

ii. the need for improved collation and management (including 
quality assurance) of ecological data for national and 
international databases and access to these; 

iii. decline in the availability of both professionals and 
volunteers with fieldwork skills in both species 

                                                 
1 See The Economics of Ecosystems and Biodiversity reports (www.teebweb.org) 
2 Freely available to download at http://www.ieem.net/skillsreport.asp 
 

 

http://www.teebweb.org/
http://www.ieem.net/skillsreport.asp


identification and survey methods and techniques 
(including the use of advanced technologies); 

iv. the need for ecologists to understand and manage risk and 
uncertainty, and, furthermore, to be able to communicate 
risk, uncertainty and probability to clients and policy-makers; 

v. the critical state of taxonomy and systematics, due to 
many factors, including the retirement of experts and the lack 
of investment in taxonomy by universities, statutory bodies 
etc.; 

vi. the need for ecologists and environmental managers to have 
knowledge, understanding and skills of economic models 
and tools so as to be able to plan for sustainable 
development and incorporate ecosystem values into 
Strategic Environmental Assessment, Environmental Impact 
Assessment, Sustainability Analysis and Biodiversity 
Offsetting; 

vii. soil science, environmental epidemiology (including 
biosecurity), microbiology, energy supply and its impact 
on the environment, and freshwater science were also 
priorities raised in our research; 

viii. reduced resources for ecological and environmental 
management activities as a result of significant budget cuts 
across the statutory and education sectors and reduced 
margins in the consultancy and industry sectors in both 
Britain and Ireland; 

ix. constantly developing legislation and regulations and the 
lack of coherence between legislation at one level (e.g. 
European) and its application at another (e.g. national); 

x. changes to the spatial planning system and the 
devolution of powers to local and neighbourhood levels; 

xi. the lack of understanding of the concept of ecosystem 
goods and services amongst professionals, the public and 
policy-makers; 

xii. the need to adopt an evidence-based approach to 
demonstrate the benefits of biodiversity and ecosystem 
services; 

xiii. the challenge of engaging stakeholders at all levels, 
including clients, policy makers and the public; 

xiv. the specific challenge emerging from those working in the 
marine environment to develop professionals’ appreciation 
that marine planning and monitoring requires different 
methods and techniques to those employed on land. 

 



c. Knowledge Gaps and Shortages 
i. Environmental economics, including understanding of 

ecosystem goods and services, is an area where not all 
professionals are fully confident that their knowledge is 
sufficient to meet foreseeable future challenges. There is a 
need for ecologists to demonstrate value through the use of 
economic models and emphasise the links to ecosystem 
valuation and biodiversity offsetting. 

ii. Professionals recognise their lack of knowledge in 
freshwater, coastal and marine systems and processes 
(relative to terrestrial systems and processes). This is again 
confirmed by employers and stakeholders who have 
concerns that reduced funding will exacerbate the problem. 
Professionals not specialising in marine ecology have a poor 
understanding of marine systems and processes and that 
marine biotopes are subject to different planning principles to 
those that apply to terrestrial environments. 

iii. Professionals identified gaps in their knowledge of 
cartography and data, environmental management 
systems and audit, and industry and organisational 
structures.  

iv. By contrast, professionals are relatively confident in their 
knowledge of environmental legislation and policy. 

v. Microbiology was an area of knowledge need raised as a 
priority by a number of stakeholders in different contexts. For 
example, microbes in marine biotopes, micro aquatics, micro 
invertebrates, plant pathology and biosecurity. 

vi. Stakeholders also drew attention to the need for ecologists to 
have a good understanding of the requirements of spatial 
planning systems at various levels and of construction 
techniques to mitigate threats to habitats. 

d. Specialist Skills Gaps and Shortages 
i. The erosion of skills in taxonomy and systematics which 

is giving cause for concern, as highlighted by the House of 
Lords Science and Technology Committee’s report in 2008: 
Systematics and Taxonomy Follow-up. Taxonomy was 
raised as a key priority by a number of stakeholders, 
including the Linnean Society, the Natural History Museum 
and the Heritage Council Ireland. 

ii. Closely related to taxonomy and systematics are species 
identification skills. Species identification skills are 
reasonably good in respect of mammals, birds, reptiles and 
amphibians and higher plants, but poor in respect of fish, 
lower plants, lichens, algae and fungi. The causes of lack 
of species identification skills are manifold – lack of fieldwork 
in schools, lack of species identification teaching at 

 



universities, decline of active participation in natural history 
activities, ageing population of naturalists – and there are a 
number of initiatives in place to address these causes. 
However, the research emphasised the need to tackle the 
erosion of species identification skills in a strategic way, 
possibly linked to addressing the deficit in taxonomic skills.  

iii. Professionals recognise there are gaps in their ecological 
survey, sampling, analysis, assessment, evaluation and 
monitoring skills, particularly in respect of invertebrates, 
fish and bird communities.  

iv. Professionals are fairly confident about their skills in habitat 
creation, restoration and management in woodland, 
lowland grassland and urban/brownfield environments. They 
are less confident about their skills in marine, coastal and 
upland environments, where fewer respondents are 
required to practise. Stakeholders made the point that 
habitat translocation will become a skill increasingly in 
demand as a result of climate change and biodiversity 
offsetting. 

v. There is an urgent need for ecologists and environmental 
managers to develop skills in the use of new technologies, 
particularly IT, mobile technology and genetics, which have 
the potential to revolutionise survey approaches. 

vi. Other priority skills areas identified included developing 
effective and ethical approaches to invasive species and 
combating the spread of diseases. 

vii. Finally, there is the need for ecologists and environmental 
managers to focus less on individual species or habitats and 
instead to take a landscape approach, recognising the 
importance of ecological networks and connectivity. 

3. Recommendations 
a. Regarding priorities for action, IEEM recommends that, in relation to 

the knowledge and skills gaps and shortages in the ecological and 
environmental management profession, a robust structure of 
education, training, continuing professional development and 
accreditation must be developed. This will ensure the profession 
and its professionals are able to deliver the knowledge and skills 
required to achieve effective protection and enhancement of the 
natural environment, biodiversity and the provision of ecosystem 
goods and services which will underpin a green economy. The 
following recommendations collectively set out an ambitious but 
critically important agenda of actions.  

 



b. Strategy for Education, Training, Career and Professional 
Development of Ecologists and Environmental Managers 

i. A strategy for the education, training, career and professional 
development of ecologists and environmental managers 
should be developed, including: 

1. the definition of a set of core competences; 
2. the definition of role profiles; 
3. a system of accreditation of first degrees and 

postgraduate courses based on a detailed 
Knowledge, Skills and Applications Framework; 

4. the definition of competence requirements linked to 
recognised professional standards and professional 
body membership grades; 

5. the production of materials and activities to promote 
the career opportunities in ecology and 
environmental management to secondary school and 
post-16 students; 

6. planning tools to help ecologists and environmental 
managers develop their careers and the competences 
required to take the next step; 

7. a system of accreditation for short courses; 
8. the accreditation of professionals’ specialist areas 

of competence; 
9. a structured approach to continuing professional 

development (CPD); and  
10. support to employers in providing structured 

professional development programmes. 
c. Further Development of a Knowledge, Skills and Applications 

Framework (KSA) 
i. Originally conceived simply as a tool for identifying, 

classifying and analysing skills needs, the KSA Framework 
for Ecologists and Environmental Managers has developed 
into an important output in its own right, since it identifies the 
core knowledge, skills and applications for the profession.  

ii. The KSA Framework should be developed further, in 
particular: 

1. expanding the knowledge, skills and applications to 
finer levels of detail; and 

2. developing levels that describe the various depths of 
knowledge or skill required by professionals at 
different stages in their careers. 

 



 

d. Addressing Knowledge and Skills Gaps and Shortages 
i. A strategy for addressing the knowledge and skills gaps and 

shortages identified in the above research should be 
produced to stimulate a range of accessible, flexible and 
affordable learning opportunities to meet these needs. 

ii. The priority knowledge and skills requirements identified in 
this research should be published. Members of the 
profession should be encouraged and supported to address 
their individual CPD needs in these priority areas, either 
through self-study or through a range of accredited courses 
and other learning opportunities. 

e. Assuring the Quality of Professional Work 
i. To ensure that ecologists and environmental managers 

deliver work to the highest standards (for example in survey 
work) a needs-based programme of training, tools and good 
practice guidance should be provided. Whilst not a regulated 
profession, self-regulation should continue to be promoted 
through membership of the appropriate professional 
membership body that has the mechanisms in place to take 
action against those whose competency falls below the 
required standards.  

f. Communicating the Importance of the Natural Environment, 
Biodiversity and the Value of Ecosystem Goods and Services 

i. Communicating to and influencing politicians, policy-makers, 
other professionals and the public of the importance and 
value of the natural environment and biodiversity and the 
ecosystem goods and services they provide is fundamental 
to meeting biodiversity targets and hence human welfare 
requirements. Succeeding in this communications challenge 
will lead to a greater understanding and valuing of the role of 
ecologists and environmental managers in protecting and 
enhancing these assets which, in turn, will make a career as 
an ecologist or environmental manager more attractive to 
future generations. Key stakeholders should consider 
formulating a communications strategy to achieve these 
goals. 

4. Further Information and Engagement 
a. IEEM would be pleased to provide further information and advice in 

the process of this inquiry or beyond should this be of value. 
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Written evidence submitted by EEVS Insight Ltd  

Introduction 
 
1. EEVS Insight Ltd is the UK’s leading energy performance measurement and verification specialist, 

providing independent and expert third‐party performance evaluation for energy‐efficiency 
projects in the UK. Our work is founded on, and guided by, the leading good practice framework 
the International Performance Measurement & Verification Protocol (IPMVP).   

 
2. EEVS supports the Committee’s examination of the Green Economy concept and, in particular, 

the barriers preventing the transition to its development. We welcome the opportunity to 
comment on these issues, all of which are based on our experience of the market for energy 
efficiency projects, products and services.  

 
Summary 

 
3. The detail of the EEVS submission is contained overleaf. Our key recommendation to the 

Environmental Audit Committee is as follows: 
 

For the government to consider adopting a good practice standard for measuring and verifying 
the financial and environmental performance of energy saving products and services in the UK.  
Our recommended solution is the International Performance Measurement and Verification 
Protocol (IPMVP) developed by the US Department of Energy. 

 
4. IPMVP is a tried‐and‐tested global protocol and its adoption would help to overcome a range of  

barriers to the green economy and deliver the following benefits: 
 

a. Improved transparency to the market for energy efficiency products and services.  A 
current lack of transparency means it is difficult for investors to risk investing in the 
energy efficiency sector.  Equipped with reliable performance information, however, 
investors would be better positioned to confidently invest in energy efficiency 
improvement projects and technologies.   

 
b. IPMVP helps to provide all‐important proof of performance – essential to overcoming 

existing customer inertia and to boost the credibility of the best products and services. 
Performance proof is currently lacking and unsubstantiated and unreliable product 
performance claims work to undermine the attractiveness of the industry and damage 
its reputation.   

 
c. IPMVP provides a platform for the Government to set a good practice leadership 

example in the procurement and evaluation of energy efficiency projects. This, in turn, 
could help to drive good practice momentum into the private sector. 

 
d. A core part of a good practice Energy Performance Contract (EPC), a structured 

framework for ensuring that a building’s energy‐efficiency is improved at little or no 
upfront cost. Independent IPMVP‐adherent performance verification is however an 
essential part of any energy performance contract.  

 
 
 

 
 

 
 



 
 

The Context: the young and developing  market for energy efficiency products and services 
 
5. To bring about the transition to a green economy it is widely accepted that the uptake of energy‐

efficiency measures and technologies needs to be accelerated.  Without more widespread 
adoption of these measures in the UK it will be difficult to claim ‘green economy’ status and to 
meet challenging targets set down for carbon reduction. 

 
6. A key problem is that the energy efficiency industry is young and the market relatively 

unsophisticated. Accepted commercial infrastructure, readily available in more mature markets, 
has not yet developed here and a key example relates to the availability of robust management‐ 
and product‐performance information. In short, unlike other markets the developing energy 
efficiency market lacks a credible performance information base on which to drive high‐quality 
decision‐making and stakeholder communications. 
 

7. This lack of information – or structure for attaining this information – means that the vast 
majority of energy upgrade projects are undertaken without considering how the energy and 
financial savings will be measured and evaluated. Yet not only is this essential for a robust, 
evidence‐based assessment of a project’s success, but it enables suppliers to prove their 
products’ performance credentials. In turn, this provides customers with much needed comfort 
that they will get value for money – and so are more likely to make a purchase. 
 

8. Indeed, the availability of high‐quality performance information helps to create this virtuous 
circle that is likely to boost the uptake of more and better energy saving projects and help 
support the transition to a green economy. The remainder of this paper sets out some of the key 
issues associated with this lack of market information, alongside key recommendations that the 
EAC could consider taking forward to improve market sophistication.   

 
Issue 1 – Lack of market transparency is a barrier to greater investment 

 
9. To confidently invest in any market, investors need robust and reliable performance information 

to inform the decision‐making process and manage their risk.  As a bottom line, investors need 
to know the financial (as well as the environmental) savings potential of energy efficiency 
products, projects and services. Only then can they confidently commit capital to the market.  

 
10. However, the current lack of transparency in the marketplace and uncertainty around, for 

example, Return on Investment (ROI) or other financial metrics means that capital is not flowing 
into the market as quickly as it could.  The result is that organisations tend to focus on small 
scale and low‐cost measures, such as behavioural change, before considering reducing energy 
use through capital improvement projects.  However, as demonstrated in several reports and 
studies over the last decade1, energy‐efficiency should ideally be the first step for any 
organisation trying to minimise their impact on the environment, as well as their costs – the 
cheapest form of energy is the one that is not used!  

 
Recommendation 1 

 
11. Improving the transparency and attractiveness of the market for energy efficiency 

products by adopting a good practice standard for measuring and verifying financial and 
environmental performance of energy efficiency projects, products and services. By setting 
a solid foundation for greater investment to the market, our view is that this will be key to 
the successful delivery of the UK green economy concept. The International Performance 

                                                            
1 Example, Carbon Trust, Building the Future, Today, 2009 



 
 

Measurement and Verification Protocol (IPMVP) fulfils this role and armed with IPMVP‐
quality performance information, investors at all levels will be better equipped to assess – 
and more confidently invest in – energy efficiency improvement projects and technologies 
across the UK.   

 
Issue 2 – Unproven technology performance has led to purchase inertia  

 
12. In the absence of reliable and impartial performance information, customers currently rely 

heavily on the supplier of a technology or service to advise them on its savings performance. 
This situation is far from ideal and unsubstantiated claims only serve to undermine the 
credibility and trust in the industry – ultimately acting as a barrier to the uptake and adoption of 
improvement measures.  

 
13. In the same way the suppliers of the very best technologies can be confronted with scepticism 

and an unwillingness to invest in their products and services because they are unproven. Again, 
this slows down the pace of adoption and will act as a barrier to the shift towards a green 
economy. 

 
Recommendation 2 

 
14. Adoption of a good practice standard for measuring and verifying performance claims will 

help customers overcome inertia and buy with confidence; at the same time addressing 
the key issue of unsubstantiated and unreliable product performance claims.  The 
International Performance Measurement and Verification Protocol (IPMVP) provides a 
widely used and accepted standard for doing this –  a transparent, robust and universally 
applicable framework for measuring and evaluating energy efficiency products, projects 
and services.  

 
Issue 3: Leadership in good practice procurement is needed to help drive industry momentum 

 
15. Given the size and scale of estate‐related procurement in the Civil Estate, central government 

has a potentially key pathfinder role supporting the transition to the green economy. This can 
help build momentum within the industry as well as embedding good practice principles into a 
standardised procurement process – which can be transferred to the private sector.  

 
Recommendations 3 and 4 

 
16. For the Government to consider embedding the good practice principles of IPMVP into its 

own procurement processes to help verify the performance of any technology that has 
been (or will be) procured as part of energy savings initiatives across government.  By 
doing this the Government would also benefit from much‐needed assurance that the 
energy saving projects being procured across the civil estate do indeed offer value for 
money. 

 
17. The Government has a further the opportunity to lead and promote industry innovation 

through the development and adoption of a good practice Energy Performance Contract 
(EPC). EPCs provide a sound and structured framework for ensuring that a building’s 
energy‐efficiency is greatly improved at little or no upfront cost for the owner. It is our 
view that Independent IPMVP‐adherent performance verification is an essential part of 
this process, and that by leading the development and adoption of energy performance 
contracts the Government can help accelerate the shift towards a green economy. 
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Written evidence submitted by INEOS 
 

 

 
 

EXECUTIVE SUMMARY 

• The transition to the green economy must involve, rather than exclude, energy-intensive industries. 
The UK will continue to need the products manufactured by energy-intensive industries, and it is 
better to meet this need domestically—not just to protect UK jobs and investment, but also to avoid 
carbon leakage and ensure that energy-intensive industries support and make the move to a low-
carbon economy. 
 

• Energy-intensive industries have a large economic and environmental contribution to make to the 
green economy. They provide tens of thousands of highly-skilled jobs in the UK and are vital to 
regional recovery and economic growth. The chemicals industry is a key ally in delivering the 
innovation and products required to realise the vision of a low-carbon future. The Chemical Industry 
Association calculates that on average for every tonne of CO2 emitted by the chemicals industry, at 
least two are saved downstream. 
 

• Substantial mitigation must be brought forward to protect energy-intensive industries from the 
introduction of a unilateral carbon price floor in 2013. Without mitigation energy-intensive industries 
will be overburdened by high production costs, reducing their ability to compete in global markets. 
This loss of business will undermine efforts to maintain plants and continue investing in low-carbon 
technology and efficiency improvements. If uncompetitive energy prices force energy-intensive 
industries out of the UK, we will lose jobs and investment and global emissions will rise as 
production moves to less-regulated jurisdictions. 
 

• Mitigation should not be seen to compromise or water down the environmental objectives of the 
carbon price floor and the green economy, but to help realise them. In addition to protecting UK 
manufacturing, mitigation would prevent carbon leakage and ensure that energy-intensive industries 
have the financial capacity and time to continue to invest in low-carbon technological development 
and to continue to improve the efficiency of production methods. 
 

• INEOS has developed a unique biorefinery process that can convert any biowaste and 
lignocellulose material into bioethanol and renewable electricity. The technology could play a vital 
role in meeting the challenges of climate change, energy security and sustainable waste 
management in the UK. INEOS is ready to construct a biorefinery on Teesside and is urging the 
Government to further support this exciting technology that could be rolled out across the UK as a 
real renewables success story. 
 

• INEOS recognises that to encourage private investment in new low-carbon technologies there has 
to be confidence that there is clear policy and Government support. We therefore welcome the 
establishment of the Green Investment Bank, and the Government’s acknowledgement that support 
needs to be given to green businesses while the Green Investment Bank is still being set up. In this 
respect we would particularly advocate the use of loan guarantees based on our experience in the 
USA. 

 

 
 

INEOS 

1. INEOS is a global manufacturer of refined oil products, petrochemicals and plastics. Our products 
are the raw materials for the manufacturing industry and can be found in construction materials, 
medical equipment, pharmaceuticals, vehicles and computers. INEOS is the largest chemicals 



 

company in the UK and the third largest in the world with 61 manufacturing sites in 13 countries. 
INEOS employs 3,800 permanent staff and over 1,000 contractors in the UK. 

2. INEOS is committed to improving energy efficiency and reducing emissions. At Runcorn we have 
reduced CO2 emissions by over 33% since 1998 through replacing mercury cell rooms with the 
most up-to-date modern membrane technology. We have plans to reduce direct emissions by a 
further 75% and indirect emissions by 10%. We are currently completing the construction of a £400 
million Energy from Waste CHP plant at Runcorn, which will produce around 20% of our total 
energy needs from renewable sources. 
 

3. INEOS invests in the green economy. We have developed a biorefinery technology that can turn 
municipal waste into renewable fuel and electricity. Our technology could provide a local solution to 
waste management while providing secure green energy. 

 
 

THE ROLE OF ENERGY-INTENSIVE INDUSTRIES IN THE GREEN ECONOMY 

4. INEOS’ production techniques are by necessity energy-intensive. At our Runcorn site, for instance, 
where we produce chlorine and caustic soda using electrolytic processes, electricity represents 
around 60% of our manufacturing costs. 
 

5. Energy-intensive industries underpin manufacturing in the UK, producing an array of essential goods 
including chemicals, steel, glass, paper, aluminium and ceramics. INEOS makes the chlorine that 
purifies the UK’s water. Our plastics and chemicals are used across industry in construction 
materials, medical equipment, paint, detergents, telephones and computers.  
 

6. The green economy must accommodate the UK’s energy-intensive industries because we will 
continue to have need of these products and it is right to meet this need with domestic production. 
The alternative would be to export jobs and investment, lose tax revenues, and cause global 
emissions to increase as production moves to less-regulated jurisdictions. It is better that we keep 
energy-intensive industries within the low-carbon economy rather than lose control of emissions in 
these sectors. The UK already has better emissions performance than coal-based economies and 
has ambitious plans to decarbonise the electricity market. If we are serious about climate change 
mitigation, energy-intensive industries must be included in the transition to the green economy and 
adoption of low-carbon energy. 
 

7. Energy-intensive industries have a large economic contribution to make to the green economy. 
Energy-intensive industries employ tens of thousands of people in the UK and are crucial to regional 
economic recovery and growth. INEOS employs 3,800 permanent staff and over 1,000 contractors 
across the UK. 
 

8. Energy-intensive industries have a large environmental contribution to make to the green 
economy—they are not ‘sunset industries’ standing in the way of environmental improvements, but a 
vital source of raw materials and innovations required to make the green economy a reality. 
Operating in a highly competitive global market, energy-intensive industries continue to be at the 
forefront of employing technologies that improve performance, make better use of raw materials and 
drive efficiencies that reduce waste and energy consumption. 
 

9. The chemicals industry is leading developments in energy efficiency and emissions reduction in the 
UK. It is estimated that on average for every tonne of CO2 used in the chemicals industry, more 
than two are saved downstream. INEOS’ products contribute to the manufacture of a range of 
environmentally beneficial goods including catalysts, insulation, and wind turbines. We also invest in 
developing the sort of new low-carbon technology that will help deliver the green economy. Our 



 

biorefinery technology could help reduce UK emissions and provide energy security while providing 
a flexible solution to local waste management. 

 

 
 

UK CARBON PRICE FLOOR 

10. Energy-intensive companies like INEOS are acutely affected by fluctuations in energy prices. 
Energy is our main production cost, and in the face of global competition we cannot pass costs on to 
our customers. As a consequence it is not possible to operate competitively in jurisdictions where 
energy is more expensive. It is vital to ensure that in pursuing the green economy we do not force 
energy-intensive industries out of the UK with uncompetitive energy prices and thereby lose their 
important economic and environmental contribution. 
 

11. The introduction of a unilateral carbon price floor in 2013 will significantly increase the cost of energy 
in the UK. Without substantial mitigation this will seriously undermine the competitiveness of the 
UK’s energy-intensive industries. Through carbon price support rates the Government intends to 
establish a carbon price of £30/te in 2020 (in 2009 money). This would increase the annual 
production costs at our Runcorn site by £30m—1.5 times its average earnings before interest, taxes, 
depreciation and amortisation. This would simply be an unsustainable situation for the company, 
and would lead to the site entering into decline and investment being redirected out of the UK. 
 

12. If energy-intensive industries are not appropriately protected from the effect of carbon price support 
we risk putting in jeopardy thousands of jobs and directing investment out of the economy. This 
would undermine the green economy, setting back growth, and damaging UK manufacturing and 
regional recovery. 
 

13. Pricing energy-intensive industries out of the UK would also undermine the environmental goal of 
mitigating climate change, which is central to the vision of the green economy. Emissions would 
simply move out of the UK and very likely increase as industry moves to less-regulated and less-
technologically-advanced jurisdictions and products have to be transported further as a 
consequence. In the case of PVC—one of INEOS’ main products—the carbon emissions from 
production in China are six times higher than in the UK. This process of carbon leakage is already 
starting to occur. 
 

14. We must be careful not to overburden energy-intensive industries with higher production costs as a 
result of the carbon price floor because this will only prevent them from continuing to invest in the 
energy efficiency improvements and low-carbon technology that are vital to the green economy. 
 

 
 

PROPOSED MITIGATION

15. INEOS welcomes the Government’s commitment to bringing forward mitigation from the carbon 
price floor for energy-intensive industries this autumn, and is keen to work closely with DECC and 
BIS to ensure that they understand the gravity of the threat to UK industry and develop appropriate 
measures. The mitigation announced in the 2011 Budget, such as extensions to Climate Change 
Agreements will have almost no impact on our business, and further measures will have to be of a 
very different order if they are to succeed in their purpose. 
 

16. Mitigation should not be seen to compromise or water down the environmental objectives of the 
carbon price floor and the green economy, but to help realise them. In addition to protecting UK 
manufacturing, mitigation would prevent carbon leakage and ensure that energy-intensive industries 
have the financial capacity and time to continue to invest in low-carbon technological development 
and improve the efficiency of production methods. It is vital that the transition to the green economy 



 

is managed in this way, incorporating and utilising energy-intensive industries rather than leaving 
them out of low-carbon improvements to the detriment of global emissions and the UK economy. 
 

17. INEOS is advocating two approaches to mitigation in the UK that we believe would appropriately 
protect energy-intensive industries from the effect of the carbon price floor and help with the 
transition to the green economy. One approach, which already operates successfully in France, is 
for the Government to facilitate an industry deal that would see low-carbon energy producers supply 
energy-intensive industries at a competitive fixed price. Low-carbon producers of electricity will 
receive a large windfall as a consequence of carbon price policies so it seems fair that they should 
enter into such an arrangement that would ensure the transition to a low-carbon economy, which is 
the intention of the policies. This is not only a green solution, but also one that would not cost the 
taxpayer.  
 

18. Although an industry solution would be ideal, the limited supply of competitively priced low-carbon 
energy in the UK means that it is almost certain that such an arrangement could not be up and 
running in time for the introduction of carbon price support in 2013. For this reason INEOS is also 
proposing a scheme wherein energy-intensive users could claim back the carbon price support 
rates paid on their electricity, modelled on the Levy Exemption Certificates used for Combined Heat 
and Power stations. This relief could be limited to companies signed up to rigorous environmental 
commitments, which would ensure that mitigation helps deliver the green economy.  

 

 
 

ADVANCED BIOENERGY FROM WASTE

19. INEOS has developed a unique biorefinery process that has the potential to play a vital role in 
meeting the challenges of energy security, climate change and sustainable waste management in 
the UK. The INEOS Bio process can convert waste into bioethanol through a combination of 
gasification and fermentation. The entire process is not only self-sufficient in energy, but exports 
surplus renewable electricity to the grid.  
 

20. Unlike first generation biofuel, our technology does not use food or cause indirect land use change. 
On the contrary, it redirects waste from landfill and has an excellent carbon profile. Our biofuel far 
outstrips the RED and FQD sustainability criteria: a lifecycle GHG assessment carried out by 
independent consultants Eunomia calculated that our bioethanol achieves around 100% 
Greenhouse Gas savings when used instead of petrol.  
 

21. INEOS aims to deploy this technology in the UK at our Seal Sands site on Teesside. We are very 
grateful to have received support from DECC and One North East for the initial stages of the project 
but are looking to secure further investment to ensure that construction goes ahead. The technology 
has the potential to be rolled out across the UK providing a flexible solution to waste management 
while providing green and secure fuel and energy. 
 

22. Our technology has been developed and proven at pilot-plant scale in the USA since 2003, and a 
first commercial biorefinery is under construction in Florida. This is being supported by the US 
Department of Energy, which awarded INEOS a grant of $50m towards the development, and by the 
Department of Agriculture through a $75m loan guarantee. The project is at the forefront of the US 
initiative in biofuels development referred to by President Obama earlier this year, and was cited by 
his Government as one of the top 3 of more than 300 projects submitted for support. 
 

23. INEOS is encouraged by the Government’s commitment to providing support for low-carbon 
infrastructural projects through the Green Investment Bank. We have found that private investment 
in new technologies can often be reticent due to the uncertainty involved. We welcome the 
Government’s response to the EAC, which acknowledges that action must be taken to support 
green businesses while the Green Investment Bank is still being set up. To this end, INEOS would 



 

particularly encourage the Government to consider the use of loan guarantees, which have worked 
so well in our experience in the USA and would not require capital investment. With appropriate 
support there is no reason that the UK could not be home to Europe’s first full-scale advanced 
biorefinery. This technology could then be rolled out across the country in a real renewable energy 
success story. 
 

24. The UK generates more than enough biodegradable waste from household and commercial sources 
to meet the UK’s demand for bioethanol in 2020 through the INEOS process. The Government’s 
Waste Policy Review quotes a UK biowaste production of around 100 million tonnes per year. This 
could produce 10 to 20 million tonnes per year of carbon-neutral bioethanol, depending on the 
biowaste properties, if used in the INEOS Bio process. Furthermore, the Eunomia report confirms 
that producing biofuel from waste is an environmentally sensible use of the waste as a resource 
compared to the alternatives, including composting and anaerobic digestion. 
 

25. The advanced biofuel industry could develop quickly in the UK with the right level of partnership 
between industry and the Government. The INEOS Bio technology is market ready—the first 
industrial scale plant is under construction in Florida and should be operational in 2012. The Seal 
Sands Phase A plant is 'spade ready' subject to financing and could be operational in 2013. The 
INEOS Bio business model is one of technology licensing, hence allowing for rapid deployment. It is 
a credible scenario that one new licensee project at 150,000 t/yr scale could come on stream each 
year between 2016 and 2020. Hence, by 2020, there could be five plants operational in the UK, 
producing a total of 750,000 t/yr of bioethanol from waste. This would count towards 1.5 million t/yr 
of the RTFO target. The UK consumes around 15 million t/yr of petrol. Hence, five INEOS Bio plants 
together with existing or planned 1G bioethanol production could provide enough bioethanol to meet 
the UK’s bioethanol requirements for 2020 from UK production. 
 

26. The current UK policy on fuel taxation, which taxes clean, renewable transport fuels at a higher rate 
than fossil fuels by energy content, hinders the uptake of biofuels in the UK and, in particular of high 
biofuel blends such as E85. The revision of the EU Energy Taxation Directive proposes that fuels be 
taxed on the basis of CO2 emissions and energy content and sets minimum taxation levels. This is 
in support of EU energy and climate change policy. While it is right for the UK to maintain its 
independence in terms of setting taxation policy, the UK should take this opportunity to revise its 
biofuel taxation policy in order to encourage the uptake of the best performing transport fuels in 
terms of GHG emissions and sustainability criteria. Transport fuels with the best carbon and 
sustainability performance should be available to the consumer at the lowest cost in terms of 'pence 
per mile driven'. 
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Written evidence submitted by Environmental Treatment Concepts Ltd 
 
The Purpose and Role of properly applied Electronic Water Treatment to serve a ‘Green 
Economy’. 
 

Summary of Main Points: 
 

1) a) A ‘Green Economy’ should address priorities including: 
i) Climate Change 
ii) Energy Security  
iii) Peak Global Oil Production  

b)  Any policies, actions and research which seek to maximise energy efficiency and carbon 
reduction will have a positive impact on all three of these priorities. 

c) A Green Economy should aim to deliver a society which: 
i) Minimises its carbon footprint. 
ii) Reduces its environmental impacts, by using whatever means and technologies available.  

d) This evidence is focussed on: 
i) The additional ‘carbon loading’;  
ii) The increased water consumption; 
iii) The chemical and other environmental impacts. 

 All imposed by ‘hard’ water.  
 

2) It appears to be widely accepted that there is ‘no choice’ in dealing with hard water but to 
use traditional chemical means.  

 
3) There is at least one alternative choice: 

This choice is a properly applied electronic water treatment (EWT) system to hot water and 
cooling systems where hard water scaling impacts on efficiency.  
a) This alternative method of treating hard water will have positive impacts on Climate Change; 

Energy Security, and the impacts of Peak Global Oil Production and thus represents a solid 
stepping stone to a more sustainable society. 

b) Therefore EWT should be recognised as having a valuable role in a ‘Green Economy’. 
 
 

Factual Information for consideration of the Select Committee concerning the concept of a 
‘Green Economy’ in the UK. 

 
The additional ‘Carbon Loading’ elements associated with Hard Water: 

 
(A) Water Treatment Chemicals 

 
4) The negative impacts of hard water is a global issue.  In the UK approximately 65% water 

users are supplied water that is hard. Approximately 300,000 tonnes of salt for use in water 
softener are consumed in Western Europe per annum. The UK’s share is approximately 
22,000 tonnes. Anti scaling and corrosion along with aggressive descaling chemicals are 
also very widely used. 

5) Each tonne of salt produces a carbon footprint of approximately 0.234 tonne for the brine 
evaporative production process only. This figure will increase considerably if replacement 
water pumping; packaging; storage and transport carbon emissions are included. The 
carbon footprint of hard water treatment chemicals demonstrates an additional carbon 
loading element associated with hard water. Please see Appendix 1 for outline estimate 
of Carbon Footprint of water softening salts.  Additionally millions of cubic metres of water 
are used daily to re-generate water softeners; both wasteful in water and the associated 
carbon footprint of production and supply. 
 
(B) Heating System Damage, Safety, Repairs & Replacement 

 



 

 

6) It is well known and accepted that hard water produces scale build up on heat exchangers 
in boilers, calorifiers and both heating and cooling systems. Scale causes electrical 
immersion elements to frequently fail; prevent stop cocks and valves functioning (health & 
safety risks), and cause pipe work and heating systems to completely block up.  Another 
H&S consideration is that water systems with hard water scale will have high bacteria 
levels and increase the Legionella risk. 

7) It is also well known and accepted that the damage caused by hard water leads to the 
replacement of boilers, calorifiers, heating elements, valves and heating systems much 
more frequently than that experienced in soft water areas. We are informed by many hard 
water customers that such boiler and hot water system replacement can be as frequent as 
every 3-5 years, with frequent breakdowns between complete replacements! 

8) Breakdowns usually lead to a call out for repair engineers. The energy used by the 
engineer travelling to the site and the embodied energy in replacement parts represents 
another direct additional carbon loading element associated with hard water. 

9) The carbon embodied during the manufacture, packaging, storage, delivery and multiple 
re-installations of replacement equipment must be considered as a hugely significant 
additional carbon loading element associated with hard water. 

 
C) Reduced Energy Efficiency of Heating & Cooling Systems 
 

10) Scale in a water system acts as an insulator and therefore boilers and chillers have to 
operate for longer periods in order to transfer heat. Boilers’ and chillers’ water circulating 
pumps operate for longer periods consuming more fuel thus increasing the carbon footprint 
of a scaled up system and demonstrating an additional carbon loading associated with 
hard water. 

11) The Carbon Trust’s Technical Overview document CTV 008 suggests that energy 
consumption will typically increase by 7% for each millimetre of scale present in a hot water 
system. It is not uncommon or disputed that some water systems can have an average of 
several mm of scale, or even more, thus some systems could well consume up to 50% 
more energy than necessary, before chemical descaling or complete system replacement. 
This energy, and its carbon emissions, can be readily and easily saved.  

12)  The previous paragraphs demonstrate that electronic water treatment prevention and 
descaling would have a significant impact on The Green Economy. 

 
Applied Electronic Water Treatment for Hard Water 

 
13) We have evidence that Electronic Water Treatment technology, properly applied, has 

continued to operate satisfactorily on original equipment for up to 20 years-so far. In the 
majority of cases equipment and appliance breakdowns are significantly reduced or 
negated and water softening, anti-corrosion or descaling chemicals are no longer required. 
In other cases, such as swimming pool applications there is a significantly reduced need 
for pool treatment chemicals, including chlorine, and filter back flushing, with the 
associated savings in water and pool water re-heating costs.  

14) Electronic Water Treatment not only prevents scale formation on pipe work, valves, 
heating elements, calorifiers and boilers it also removes existing deposits of scale over a 
few to several months thus returning heating (and cooling) systems back to as new 
condition in terms of energy and water efficiency. 

15) With improvements in reliability of electrical components there is every reason to expect 
that our technology could well continue to operate as designed for 20-40 years, or more. 
This operational lifetime could well protect boilers and hot water systems for up to 4 – 10 
times their otherwise expected life cycles in hard water areas thus achieving hugely 
significant carbon reductions and a positive impact on Climate Change, Energy 
Security and the impacts of Peak Global Oil Production.  

16) The UK Government, Local Authorities and organisations would also be assisted to 
reach carbon reduction targets. 

 
 
 



 

 

Electronic Water Treatment (EWT) – Does it work?  
Proof that Electronic Water Treatment Works 

 

17) There are numerous case studies and other evidence which demonstrates or proves that 
EWT does work and achieves the results referred to.  

18) Despite this there remains tremendous resistance to accept it. However, the UK Parliament 
and Government have access to this evidence via the Ministry Of Defence which is a major 
customer of ETC. Furthermore, the MOD selected Electronic Water Treatment to deal with 
hard water for its Project SLAM (Single Living Accommodation Modernisation). The MOD 
considered all other choices and selected Electronic Water Treatment after monitored trials 
on a whole life cycle cost basis. Hot water systems in hundreds of SLAM buildings have 
been treated and protected over the last seven years.  They are opened annually for 
inspection and found to be scale-free. The SLAM project is therefore positive independent 
proof that Electronic Water Treatment works. Project SLAM results are available to UK 
Parliament so it would seem unnecessary and repetitive to submit additional evidence from 
additional sources in this regard.  

 
Project SLAM: 
Whole Life Cycle Cost Benefits of E W T 

 
19) The Compliance Technical Manager for the MOD’s Project SLAM calculated that for a 

typical MSS block the WLC (whole life cost of 35 years) for water softeners was estimated 
at £188k, per building. The estimate did not include the cost of water for daily softener 
regeneration. This was compared with the typical cost of Electronic Water Treatment of 
only £3k per building and was why it was selected for Project SLAM. Electronic water 
treatment has been estimated by the MOD as being in the region of 62 times cheaper 
than chemical treatment on a whole life cycle cost basis for that application! Over a 
35 year life cycle this represents a pay-back period of less than 6 months! Other 
applications may offer less, or even more, advantageous benefits. See Appendix 2 for 
SLAM report. 

 
20) A spokesman for the former Office of the Deputy Prime Minister (ODPM) observed that 

Project SLAM was a model for UK Government/ Business liaison partnership working 
initiatives. 

 
 

Reduced Costs and Pay-Back Period:  
 

21) Electronic Water Treatment service by skilled and informed engineers is considered by 
some to be reasonably expensive. The pay-back period, however, is usually less than 3 
years, and frequently less than 2 years. However, customers usually only feature the 
obvious immediate operational savings in the calculation of pay-back period and rarely 
include all the potential savings of this treatment. If the pay-back was calculated on a 
whole life cycle cost basis in the region of 60 times cheaper then customers may be more 
pleasantly surprised with their business acumen in making such an investment. SLAM 
calculated pay-back period is less than 6 months. 

 
 

Reduced Chemical Environmental Impacts 
 

22) Because both water softener and aggressive descaling chemical use can be significantly 
reduced, Electronic Water Treatment would achieve a significant environmental impact. 

 
 
 
 



 

 

Reduced Water Consumption  
 

23) With a chemical water treatment regime one needs to use significant quantities of water to 
flush away aggressive de-scaling chemicals.  Billions of cubic metres of water are used 
daily to re-generate salt-fed water softeners and back-flush pool filters.  Additional millions 
of cubic metres are expended replacing water following drain-downs on water fed 
equipment breakdown repairs or system renewal. This water consumption can be negated 
or significantly reduced with a properly applied Electronic Water Treatment regime. 

 
Reduced Maintenance Costs 

 
24) Because scale related breakdowns and the replacement of parts is negated or 

considerably reduced then downtime inconvenience and costs as well as maintenance 
costs are significantly reduced. 

 
Reduced Legionella Risks 

 
25) Hard water scale provides a medium for the persistence of legionella bacteria and a scaled 

up system may not achieve sufficient temperatures to deal with this.  Because scale is 
removed by Electronic Water Treatment, it not only removes the medium that supports and 
protects the bacteria, it allows the water to act as a biocide. 

 
Reduction in Difficulty of pH Control and Corrosion Problems 
 
26) The water from a salt-fed water softener is high in sodium and can be aggressive enough 

to cause corrosion, resulting in increased maintenance, repair and replacement costs. 
These problems are eliminated with properly applied Electronic Water Treatment. 

 
Barriers to Acceptance of Electronic Water Treatment as an element of the ‘Green 
Economy’ 

 
27) Because it appears too simple to be true EWT is neither clearly understood nor accepted. It 

is human nature for people to keep doing what they have always done; stick to chemical 
treatment. There is also an entrenched and powerful chemical treatment lobby. 

28) Because a massive increase in the use of traditional treatment would result in a major 
negative environmental impact and also cause water supply companies an unsustainable 
challenge to supply quality water, advice on water treatment remains non-existent. 

29) A poor press resulting from the reputation of other water treatment methods such as 
magnetic or electrolytic devices and apparently similar electronic units which may have 
given poor performance, due to ill-fitting or poor design. 

30)  The Building Research Establishment (BRE) appears to not  give advice regarding hard 
water treatment. However, it is our understanding that they have apparently tested a 
number of devices or methods which has led to statements such as  these gadgets do not 
work. It has proved difficult to engage the BRE in discussion or debate concerning which 
devices or methods do not work and how such the testing was carried out?  We do know 
with a degree of certainty that with insufficient knowledge of Electronic Water Treatment 
devices it is easy to design a test that demonstrates failure. We have commercially 
sensitive information, built up over 21 years, about how we apply our system for maximum 
effect and it is unlikely that the BRE has similar knowledge. So it is possible that they have 
tested our technology (and others) but are unaware of how to conduct a fair test. Thus it is 
both possible and probable that MP’s could receive inaccurate or plainly wrong 
advice from this source and other advisors.  

31) Lack of knowledge within government regarding alternatives to chemical treatment and the 
efficacy of these alternative treatments. This is revealed by Joan Ruddock MP, former 
Minister for the Environment, in a letter to Mark Hoban MP dated 7th July 2009. See copy of 
letter in Appendix 3. 

32) The same letter observes that effective chemical means are recommended in good 
practice guides and acknowledges that the effectiveness of non-chemical treatments is 



 

 

less well known but suggests that this is an issue that suppliers must address. Such a 
dismissive approach to the acceptance of chemical environmental impacts when 
approached concerning a technology which can avoid them represents an odd view of 
sustainability. Furthermore, failure to take the opportunity of working with the business 
community on new issues or technologies to aid a Green Economy demonstrates a lack of 
understanding of developing sustainable communities by partnership liaison initiatives as 
demonstrated by SLAM and positively mentioned by the former ODPM.  
 
This letter also demonstrates a missed opportunity to find out more. Is it possible that Joan 
Ruddock MP was wrongly advised by the BRE or other advisors who are not as well 
informed or experienced as the MOD Project SLAM team? 

33) The additional carbon loading, increased water consumption and increased environmental 
impacts of hard water are not properly reflected in the Building Regulations. There is no 
provision for application to commercial premises and the water hardness level suggested 
for consideration for domestic buildings is poorly specified and far too high. The 
specification of ‘total water hardness exceeds 200 ppm’ can be interpreted as 200ppm of 
calcium (Ca).  Hardness is more commonly expressed as mg/L of calcium carbonate 
(CaCo3).  The relationship between these two measurement protocols means that 200 
ppm Ca equates to 500 mg/L as CaCo3, a level that no water company in the UK delivers 
to customers. So, as it stands this section of the Building regulations could easily be 
ignored and sadly never be implemented. 

34) Also the requirement to treat water is only for water heaters and combination boilers and 
only if required by their manufacturer. This requirement should be mandatory and 
applicable to all methods of heating water.  Additionally it should be required for non-
dwellings.  Further still there should be a requirement to include cooling systems which are 
known to be one of the largest consumers of power, particularly when scaled. 

35)  Furthermore, although chemicals, electrolytic scale reducers and water softeners are listed 
the 2010 Regulations, Domestic Building Services Compliance Guide, there is no mention 
of Electronic Water Treatment despite 21 years of successful applications. 

36) The suitably amended Building Regulations will only address the ‘Green Economy’ in 
respect of new buildings. There is no mechanism to reach and gain the massive savings 
available from the UK’s existing building stock. This could be addressed by Government or 
Local Authority/ Industry partnership projects (similar to Project SLAM) and we are keen to 
progress with such ventures. Please see Appendix 4 for draft approach to Southampton 
City Council following the launch of their Low Carbon City initiative.   



 

 

The main attraction to this, as far as electronic water treatment is concerned, is that 
existing scale would be removed, thereby greatly adding to the reduction in carbon use.  
Water softening does not achieve this. 

37) A suitable standard independent test for non-chemical treatment of hard water has not yet 
been devised. The absence of such a test is a barrier to new businesses exploring and 
adopting non-chemical means of water treatment.  We have spent almost 3 years 
attempting to design such a test, however scant resources prevent success. The problem 
is not that such a test is able show a unit performs or not, it has been impossible to grow 
scale in a controlled and repeatable manner.  This is a very expensive exercise for small 
business, but a relative small amount of Government funding would result in massive future 
reductions in carbon consumption, due to the resulting take-up of this and similar 
technologies. 

 
Recommendations for the Select Committee to consider including in its Report. 

 
a. That committee accepts that a case has been made that ‘hard’ water imposes an additional 

‘carbon loading’, additional water consumption and environmental impacts on society. That 
there is evidence that hard water can be treated successfully by alternative non-chemical 
means, such as correctly applied electronic water treatment, which uses fewer resources 
than traditional chemical methods. Therefore the committee recommends that all successful 
methods which treat hard water without the need for chemicals and with a lower whole life 
cycle cost than chemical treatment should form part of a ‘Green Economy’. 

b. That the committee recommends that a government review be undertaken of all alternative 
means to tackle the carbon intensive nature of ‘hard’ water and whether these technologies 
can also demonstrate sustainability benefits in other applications such as effluent treatment, 
milk processing, etc.  

c. A standard independent test for non-chemical means should be devised. This review should 
seek to identify how successful each measure is in terms of whole life cycle costs. Such a 
review could be undertaken as a Government/ Local Authority/ University/ Industry liaison 
initiative similar to Project SLAM. Perhaps Southampton City Council could lead such an 
initiative in partnership with Central Government? 

d. That the committee recommends that the Building Regulations be amended to deal more 
effectively with  hard water for both domestic and commercial properties; that realistic 
water hardness treatment action levels are more clearly specified; and that all successful 
non-chemical means to deal with hard water are listed in the Regulations. 
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Written evidence submitted by Gentoo Group Limited 
 

The inquiry wishes to seek out and act upon the ‘sectors of the economy crucial for creating the conditions for 
a Green Economy.’ As  such  an  influential  sector with huge potential  to  grow  the Green Economy, housing 
should be included and looked to improve. The UK’s housing stock, amongst the oldest in Europe, contributes 
to over a quarter of the nation’s C02 emissions. With 80% of the housing stock still expected to be standing in 
2050,  it  is  vital  the  sector  is  recognised as an area needing  improvements.  Legal obligations are already  in 
place, for instance from 2016 all new build housing must be zero carbon. The need to improve the efficiency of 
our housing stock  is something Gentoo strongly advocate, having started to act upon this ourselves through 
schemes such as Retrofit Reality, Pay as You Save and the Energy Saving Bundle. 

In order for our housing stock to be improved, one must take a step back, looking at how. The argument that 
new,  ‘green‐collar’  jobs must  be  created  to  allow  these  improvements  to  take  place  is  something which 
Gentoo support profoundly and feel will be vital in achieving targets. Improvements in this area will benefit the 
environmental, social and economic aspects of society – the triple bottom line concept, which shall be referred 
to regularly throughout this document. 

There is a need to focus upon the communication aspect of the Green Economy. In order to further encourage 
and  increase  the chance of a sector‐wide buy‐in,  the messages communicated must be carefully considered 
and selected  in order to ensure understanding. The way  in which messages are communicated must also be 
carefully considered. Too prescriptive of an approach may ultimately disengage the public, potentially leading 
to negative results. Too soft of an approach is likely to be ineffective and not result in any significant action. If 
engaged with and communicated to effectively, this consumer ‘empowerment’ to change their behaviour and 
provide positive results can be tied in to the Big Society concept. 

The big six energy companies are extremely influential within the Green Economy. The current, heavy levels of 
regulation must continue. Gentoo believe that the current  legislation around carbon taxes  is something that 
should continue to be used as a motivation for  improving the Green Economy and  improving environmental 
performances. To ensure  the Green Economy  is effective and  successful,  there  is a need  for  this  top‐down 
approach  (targeting  influential  organisations  within  the  industry)  as  well  as  a  bottom‐up  (empowering 
consumers) approach.  

It  is essential  that  the correct  ‘carrots and  sticks’ are provided,  to ensure a wide‐scale buy  in  to  the Green 
Economy. This needs to be the case for all parties involved – the industry, the Government and the customers. 
For all three aspects, Gentoo strongly believe there is a need for the implementation of appropriate incentives 
and penalties. 

This document  refers  to  the  triple bottom  line aspect, and  the appropriate  tools and  indicators  to monitor 
progress. Economic and environmental  indicators are already visible, however Gentoo question what would 
the  social  indicator be.  For  instance, would  financial  and health  impacts be  the only measurements used?  
From Gentoo’s experience of retrofitting property’s with more energy efficient measures, we have found our 
customers  to use  the  savings  to heat  their homes  for  longer, meaning  they  are more  comfortable  in  their 
property, increasing both happiness and customer living standards. Though it is not something we have been 
able to measure historically, the associated health benefits of such retrofits are also  likely to have  increased 
(our new Green deal pilot, the  ‘Energy Saving Bundle,’ has been designed  in a way which we can work with 
PCT’s to analyse this information following the retrofit work). However, our retrofit experience has taught us 
that consumer’s maximum potential financial savings have not always been realised. 

As well  as  the  health  impacts  of  housing,  there  also  needs  to  be  consideration  placed  into  the  education 
around the occupants behaviour in the house and knowledge into how to best use measures and properties. 
Though  there are clear benefits available  through occupant engagement and behaviour change  (in  terms of 



potential carbon savings), it is often an aspect that is missed, under‐valued or even ignored. There is little point 
installing expensive, energy efficient measures if the end user does not understand how to use them. Potential 
carbon savings will not be realised, action must be taken at the front end to ensure this does not occur. 

The UK’s current provision of energy from renewable sources stands at less than 10%. With the obligations in 
place  to  increase  this,  the UK must  look  to start advancing upon  this. Not only will  this help  reduce carbon 
emissions, but it will help reduce the need to rely on energy from abroad, resulting in greater energy security. 
Gentoo believe there is a need to focus upon the renewable energy market in terms of both new, innovative 
products and (more importantly) current, tested products. Incentives such as the Feed in Tariff and Renewable 
Heat  Incentive  must  continue  to  be  strongly  supported,  maintaining  investor  confidence,  if  our  national 
obligatory targets are to be met. 

As well as the focus on renewable energies,  if the Green Economy  is to be turned  into a successful  industry 
then  a  great  consideration  must  also  be  placed  on  waste.  As  with  the  vast  majority  of  industries, 
environmental performances  and  carbon  emissions  can be massively  improved  through  the  careful  control 
over waste. For instance, waste contributes greatly to the carbon footprint of the building process in housing; 
a  focus  on  handling waste  in  the most  environmentally  friendly manner will  have  a  significant  impact  on 
carbon emissions. 

It is apparent there is a need for a radical and holistic approach to developing a Green Economy. There are a 
number of outcomes that are desired from the growth of the Green Economy, covering the economic, social 
and environmental aspects. Economically,  there must be an  increase  in  the number of  installations of more 
environmentally friendly measures, resulting in an increase in the number of green‐collar jobs. There is also a 
need  for an  increase  in new, green business  start ups, and a  reduction  in  their  failures. Within  the careers 
aspect of the Green Economy, there  is also a need for the  improvement of the training available. As proven 
successful with the MCS accreditation process, there  is a need for tighter regulations and training processes. 
This holistic approach to the business aspect of the Green Economy can only be beneficial in increasing market 
value and assisting with the long‐term success of the Green industry. 

As well as all of the economic areas that need attention (and the benefits that will be made available if action 
is  taken),  socially  there  is  a need  for  greater  savings  to be made  available  for  consumers,  especially when 
considering rising energy bills. Any savings provided will assist  in moving consumers away from fuel poverty, 
provide more  disposable  income  to  spend  (for  which  the  economy  shall  benefit)  and  increase  the  living 
standards of occupants. The environment will also undoubtedly benefit from such improvements ‐ reductions 
in carbon emissions will ultimately reduce our impacts on climate change. Essentially, the triple bottom line is 
something that must be worked around at all times without question. 
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The Green Economy 

1. A green economy has to be based upon inclusion, thus avoiding separation. Our 
current economy is the best green economy we have at this moment; based upon 
the paradigm in which we have been living. 

2. That paradigm is in the process of change. This consultation is part of that change. 
3. The closing paradigm was based upon ‘ancient sunlight’. Coal, oil and gas have 

provided the energy to drive the current paradigm. A growing awareness that these 
resources are reaching the end of their influence has caused those who wish to 
provide for future generations to rethink the strategy. 

4. The awareness is now reaching enough people for the idea of change to take place. 
5. The world banking crisis has facilitated some people’s awareness to the need for 

change and how a rethink of that system could facilitate the changes needed. 
6. The new paradigm requires growth. Growth, with the appropriate definition, can be 

a positive influence upon society. 
7. Growth in understanding, in compassion, in sharing, in the flow of money…….. 

Growth in inclusion rather than separation. 

As a country the United Kingdom is a relatively stable democracy. It is moving, by coalition 
government, through the transition from old to new paradigm. I am not sure how many 
people are aware that this change is occurring. If there is any attempt to stifle the change 
and hold on to the old then the change will arrive with more disruption than if the changes 
were embraced.  Accepting that the change is inevitable and facilitating the process will 
allow the new paradigm to enter as a positive step for all people. 

The old paradigm was latterly based upon, and driven by, fuel sources from ancient sunlight. 
As those resources now dwindle and come under increasing demand we need to re‐evaluate 
what we have and how we live. Just as the premise was that the oil, coal and gas were 
limitless so our banking system developed whereby money was created out of thin air. As 
this practice is reduced and ultimately stopped then the adjustments can be made which 
allows us to live within our energy means. Our economy has been based upon an illusion. 
Anyone who has previously tried to make this point has been ridiculed yet it is now 
becoming clear that it is a greater part of the truth than previously recognised. 

The new paradigm has to thrive upon local energy supplies and live, in the main, on current 
sunlight and adjust accordingly. It is not known how many years the transition will have to 
take place because it is not known how quickly people will embrace the changes needed or 
how long the old energy supplies will last. What has evolved using the ancient sunlight is an 
unbalanced world; in order to offer a chance of rebalance then bold steps need to be taken 



for the benefit of ALL. Recognising that the changes will bring benefit to most people and 
will not result in increased hardship is an important point to make. 

To provide for ones children sustainably is not to try to amass money/assets but to create a 
fair society where all children can thrive. This is not something new but it is something 
which remains a problem. It is not helpful to focus upon the exploitation which has been a 
great part of the old paradigm. Our legal system, our banking system and our electoral 
system all have elements of exploitation within them. Addressing these issues could be a 
starting point. They DO NOT need radical overhaul but tweeks which make them 
accountable to ALL. 

 

Understanding how the provision by inheritance is ill conceived would be another good 
starting point?     
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Introduction 

1. RenewableUK is the leading UK trade association in the renewable energy field, with 
approaching 700 members drawn from across the full spectrum of the value chain in the 
wind, wave and tidal stream industries. As such, our members will be key in the development 
of the green economy, both through generating the green electricity that will power that 
economy, and through providing jobs and investment in the supply chain. The UK has 
enviable natural resources in the sectors that RenewableUK covers, and thus has a huge 
opportunity to be a leading country in industries that will be crucial to the global green 
economy. However, Governments at all levels have to recognise this opportunity and provide 
strong leadership so that we can capitalise on this natural advantage and the skills and 
aptitudes of our people. With this in place the UK can be prosperous whilst safeguarding our 
environment. 

 

The Economic, Social and Environmental Outcomes that a Green Economy Should Aim to 
Deliver, and the Appropriate Tool and Indicators to Monitor Progress Towards Such 
Outcomes 

2. Over the next decade a third of traditional energy capacity is due to be retired from the grid. 
This creates an opportunity to decarbonise our electricity system and create a green 
economy. 

3. Creating a green economy represents a chance to create new skilled jobs, and alongside the 
other environmental, energy security and sustainability benefits, it is crucial that the UK 
harnesses this benefit for itself. 

4. The RenewableUK and Energy & Utility Skills 2011 Report “Working for a Green Britain” 
Volume II suggests that 88,000 direct and indirect jobs could be created by 2021 in wind, 
wave and tidal power. 

5. In RenewableUK’s view a green economy is able to, and should attempt to deliver: economic 
growth and investment; new jobs; a rebalancing of the economy with increased 
manufacturing jobs and a better regional spread of employment, alongside reduced carbon 
emissions. 

6. One of the key drivers in job creation and investment is business confidence. RenewableUK 
therefore suggests it is essential to continue renewable energy targets and roadmaps to 
reassure manufacturers and job creators that there will be sufficient market and thus enable 
them to base themselves there. 

7. Moving to specific monitoring, RenewableUK welcomes recent initiatives to grow the green 
economy but feels it is essential that these are tied together to enable a proper picture of 
development, and would urge Government to place overall coordination of different initiatives 
within a specific Department. 

8. RenewableUK also suggests that it might be useful if the Department for Business, 
Innovation and Skills reported each year on green job creation across the UK, with the 
Devolved Government Departments in Scotland, Northern Ireland and Wales also reporting. 

 

The Nature of Any Barriers Preventing the Transition to a Green Economy 

9. In recent decades, UK Governments of all parties have taken a market-led approach to 
industrial development, and have shied away from ‘picking winners’. This has been to an 
extent understandable given post-war experience of the industries that were selected for 
support, but the imperative to transform our economy, and the global economy, to 
sustainable patterns of production and consumption means that an element of direction will 
be required. 

10. This new form of direction should not be in the form of selecting specific technologies or 
companies to benefit from subsidy or other support, but there must be clear policy indications 



 
 

of the direction of travel and support for the sectors that are deemed crucial for the green 
economy transition. This support should be ‘long, loud and legal’, i.e be seen to be long term, 
given the high capital intensity of many investments in the field; of sufficient strength to bring 
forward the level of capital that is required; and underpinned by law. This will give clear 
signals to investors of where Government wishes to direct the economy. 

11. Without this kind of clarity from the UK Government, investors will assign higher risk 
premiums to investments in the green economy, making the transition more expensive and 
difficult. This could allow other countries to make faster progress, and kill off any ambitions 
we may have to be a leader in key sectors.  

12. With much of the new green economy dependent on natural resources, countries need to 
assess what they have to hand that will be the basis for new goods and services, and focus 
on those using the skills available to them. Technologies that are a good fit should be 
promoted, as these will have the best chance of success domestically, allowing the 
development of strong industries that will provide future export earnings. Investment should 
ideally go to where countries will be able to make a difference to the technology development 
and cost of the resource, creating first mover advantage. 

13. For the UK, therefore, a focus on offshore wind, wave and tidal power is highly appropriate. 
With a leading position in deployment of offshore wind, the UK is now poised to develop a 
thriving domestic industry, which will make the innovations that bring the cost of exploiting 
this resource to competitive levels. This experience and knowledge will be highly saleable as 
offshore wind spreads to new markets across Europe, North America, East Asia and beyond.  

14. The UK also has a leading position in wave and tidal stream, and is in an even better position 
to dominate these industries in the future. This requires significant support, but should result 
in a very significant industry. Meanwhile, support for onshore wind should continue since, 
while the opportunity to be a leading nation in this sector is low, it is the lowest cost mass-
deployment renewable generation technology for the UK, providing a moderate number of 
jobs whilst keeping the cost of the green transition low. 

15. The practical barriers to deployment of these technologies have been well rehearsed by 
RenewableUK in many documents, and these can be supplied to the Committee if it wishes, 
but there are some generic barriers that also need to be addressed. The supply of 
engineering and technical skills is a concern right across the economy, and is crucial in 
allowing the UK to exploit its natural advantages. Many of the 88,000 employees mentioned 
above will need training in new technologies, and the capacity to perform that training needs 
to be developed. It should be noted that the supply of new graduates with the necessary 
skills will be insufficient to meet these needs, and thus attention will need to be paid to 
alternative routes into these new green sectors for mature entrants looking to use technical 
skills in new areas of the economy. 

16. One overarching issue that affects may green technologies is finance. As mentioned above, 
if these areas are deemed risky, either because the technology is new or they are dependent 
on Government support, then the cost of capital may be prohibitive for investments that 
harvest natural flows of energy or material – where the ‘fuel’ is free. Capital may also be of 
insufficient quantity to satisfy the demands of the green transition. RenewableUK thus 
welcomes the establishment of the Green Investment Bank, with the mission of ‘accelerating 
private sector investment’ and an initial remit to focus on ‘high risk projects which are 
otherwise likely to proceed slowly or not at all’ as a positive move towards reaching our 
targets.  

 

The approach required to deliver a green economy, and the aspects of the current 
economic model that require development, eliminating and/or new approaches found. 
What tensions might there be between economic growth and the green economy? Would 
‘greening’ the economy deliver the outcomes needed?; 

17. The approach required to delivering a green economy is as set out above: create certainty 
around the objectives, and put in place clear policy that delivers the right incentives to steer 
investors to make the appropriate choices. 



 
 
18. When analysing the policy choices in front of it, Government needs to take a more holistic 

view of the costs and benefits involved. For instance, when supporting renewable power 
generation technologies, a narrow focus on the cost of supporting that electricity may not 
take into account savings elsewhere. Since variable renewable generators like wind have 
very low marginal costs, they always run when available. This ‘pushes out’ the most 
expensive marginal cost plant on the system at the time, thus lowering the wholesale price of 
electricity for everyone. This is known as the ‘merit order effect’, and analyses of it in 
Germany and Denmark show that is can provide savings of similar order to the additional 
cost of supporting renewables.  

19. A further benefit that is not usually priced into assessments of costs and benefits is the value 
of providing power at stable prices. This can be likened to the purchase of a price hedge 
against the cost of other sources, notably gas. This can be valued, and should be accounted 
for when taking a view of the affordability of policy to support renewables.  

20. This holistic view should also extend to the wider economic activity engendered by 
alternatives. For instance, replacing coal generation with gas fired power may reduce carbon 
emissions cost-effectively, but leaves the UK more dependent on imports and results in 
fewer jobs and less investment in the UK economy than if that coal generation were replaced 
with renewable power. With such holistic views of technology choices, the perceived costs of 
renewables may be seen to be higher than they actually are. 

21. When it comes to Government action, there needs to be alignment of agendas across 
Departments – the green transition affects many different and disparate sectors, cutting 
across Governmental boundaries. In particular, DECC, BIS and Treasury have to be closely 
aligned, with a common vision and assessment of costs and benefits. It needs to ingrained 
across these three Departments that all decisions need to be seen in the light of the green 
economy vision, even where it not immediately apparent that decisions have a green 
dimension – the green economy is the whole economy, not a specific silo. Other 
Departments like Defra and DfT are also important to promote coherence, for instance in 
matching ambitions to electrify road transport and decisions about electricity supply. 

22. Other alignment of incentives is both possible and necessary. In particular, the incentives 
available to the electricity network companies should be aligned with the objectives of 
delivering the low carbon economy. At present, there is no direct benefit to National Grid, the 
Scottish Transmission Owners and Distribution Network Owners of accelerating the 
connection of renewable generators to the grid. Ofgem’s focus on low-cost solutions can lead 
to options for grid development being pursued that run into long planning delays, notably for 
high-voltage overhead lines. If network companies can see a benefit of bringing forward 
connection, then they could opt for less difficult options that may cost more but result in a 
swifter transition to a low-carbon economy, to the benefit of everyone. RenewableUK, during 
the process of the RIIO-T1 price control review, has proposed a new ‘Low Carbon Economy 
Incentive’ to promote just such outcomes. We have commissioned further work to detail 
alternatives for such an incentive with a view to having it adopted in future price controls, 
particularly for distribution networks. 

 

Priorities for action, including those sectors of the economy crucial for creating the 
conditions for a green economy;  

23. The wind and marine renewable industries offer significant supply chain opportunities for the 
UK to rebuild its manufacturing base. 

24. In offshore wind, whilst the UK leads the way in deployment, the proportion of UK content on 
the projects to date has been low. However, there are strong grounds for optimism that the 
UK is making inroads to address this imbalance, with the emergence of new UK suppliers 
such as Burntisland Fabrications in Fife, TAG Energy on the Tees, and JDR Cables in 
Hartlepool.  

25. The major opportunity, however, lies with the establishment of UK based turbine 
manufacture, and due to the size of the UK market, coupled with Government support such 
as the creation and retention of the £60m ports infrastructure fund in 2010, the UK has 
established itself as the leading inward investment destination. The UK has already attracted 



 
 

announcements from Siemens, General Electric, Vestas, and Gamesa that they intend to 
manufacture their next generation of offshore wind turbines in the UK, creating thousands of 
high quality jobs and many more in the supporting supply chains. 

26. It cannot be emphasised enough that the key to successfully converting announcements into 
fully operational factories is long term confidence in the UK market for offshore wind retaining 
its leading position within Europe. The actions necessary to maintain this confidence are 
detailed in our earlier commentary on policy drivers for offshore wind that can be supplied to 
the Committee on request. 

27. Further, it is important to recognise that the UK is in competition with other European 
countries to attract the supply chain investments that will drive the construction of the UK’s 
and other European offshore wind capacity. If the UK is to capitalise on the manufacturing 
opportunity for offshore wind, then the necessary quayside and economic infrastructure 
needs to be in place. In addition to the retention of the £60m ports infrastructure fund, 
RenewableUK welcomes the establishment of Enterprise Zones following the creation of 
Local Enterprise Partnerships, four of which have identified offshore renewables as a 
strategic priority aiming to create renewable energy hubs. Other Government initiatives such 
as the Regional Growth Fund and Marine Energy Parks are welcome, however 
RenewableUK has concerns that unless there is clear leadership and co-ordination of these 
initiatives, the resources that are available to stimulate supply chain growth will not be used 
to their full effect.  

28. A prime illustration of this is that despite the Regional Growth Fund (RGF) providing a key 
role in leveraging new private sector investment for sustainable development, the bidding for 
the majority of the £1.4bn fund was concluded in June 2011 before the establishment of the 
Enterprise Zones and maturation of the LEPs, which are best placed to take advantage its 
benefits. Therefore a priority for action to ensure the establishment of a healthy offshore wind 
industry is better co-ordination of initiatives, together with appropriate continued funding, 
potentially via an extension to the RGF to ensure that the UK realises the opportunity of 
becoming Europe’s leading offshore wind industrial base with the creation of tens of 
thousands of new jobs. 

 

The role of consumers, businesses, non-government organisations, and international 
bodies in delivering, and stimulating demand for, a green economy; 

29. RenewableUK does not wish to comment on this question. 

 

Whether any models that more closely resemble a green economy exist elsewhere that the 
UK should aspire to; and how the UK’s policies to deliver a green economy relate to 
actions needed to deliver a the global green economy (a theme of the June 2012 Rio 
Summit). 

30. RenewableUK feels that Germany represents a good example of renewable energy 
legislation which has aided the green economy in that country. 

31. Germany has issued a series of laws aimed at promoting renewable energy development 
and consumption. Efforts began with federal government research and development support 
for wind turbine development in 1974. A federal Electricity Feed Law (StrEG) was adopted in 
1991 and became the most important instrument for the promotion of renewable energy in 
Germany during the 1990s. It obligated public utilities to purchase renewably-generated 
power from wind, solar, hydro, biomass and landfill gas sources, on a yearly fixed rate basis, 
based on utilities’ average revenue per kWh. In 1999, Germany introduced the Market 
Incentive Program (MAP), which offered government grants totaling €203 million in 2003 for 
the commercialisation and deployment of renewable energy systems. The Renewable 
Energy Law of 2000 (EEG) aimed to facilitate a doubling of renewable energy’s 1997 share 
in the power generation fuel mix by 2010 – to a minimum of 12.5%. The EEG’s remuneration 
system is based on a fixed, feed-in tariff for renewable sources with fixed annual degression 
for new generators. Finally, as a member of the European Union, Germany is also obliged to 
adopt a national target for the expansion of renewable energy's share in Europe's fuel mix. 



 
 
32. In the broader policy arena, there has been government research and development support 

for wind turbine development; a feed-in tariff established by the EEG; government grants for 
commercialisation and deployment of renewable energy systems; the Electricity Feed Law 
requiring public utilities to purchase renewably-generated power; and a national target for the 
expansion of renewable energy's share in Europe's fuel mix. 

33. Between 1990 and 2003, renewable energy’s share in Germany’s electric power generation 
fuel mix grew from less than 3% to almost 9%. Aside from environmental benefits this has 
led to green job creation and an increase in domestic production and deployment of wind and 
solar systems – as of 2005, exports accounted for approximately 20% and 10% of wind and 
solar photovoltaic production. 

 

30 August 2011 



 

Written evidence submitted by Carillion Energy Services 
 
Carillion Energy Services – Background 
 
Carillion Energy Services (CES) welcome the opportunity to respond to the 
Environmental Audit Committee Consultation on The Green Economy. 
 
In order to put our comments into context, it may be helpful to outline briefly our 
role in the provision of energy services across the UK and Ireland. 
 
Carillion Energy Services was formerly Eaga plc prior to its acquisition by Carillion in 
April 2011.  Carillion is one of the UK’s leading support services companies with a 
substantial portfolio of Public Private Partnership projects and extensive 
construction capabilities.  The Group has annual revenue of over £5 billion, employs 
around 46,000 people and operates across the UK, in the Middle East, Canada and 
the Caribbean. 
 
Carillion Energy Services, a division of the group are a leading independent energy 
services provider and one of the largest installers of renewable technologies and 
domestic heating services in the UK.   We currently manage Warm Front on behalf of 
Department of Energy and Climate Change and we also have experience of working 
for the Welsh Assembly Government on the Home Energy Efficiency Scheme, the 
Warm Homes initiative in Northern Ireland and the Central Heating and Warm Deal 
programme in Scotland.  We also worked closely with Utilities and Local Authorities 
in managing the delivery of energy efficiency programmes.   

Carillion Energy Services are committed to helping the environment and combating 
climate change; we provide renewable energy solutions to private housing, 
specifically through the installation of solar thermal panels and air/ground source 
heat pumps.  Our Clean Energy Programme works in conjunction with the 
Government’s Feed-in-Tariff to install solar photovoltaic panels on social housing 
properties, we are working with a number of social landlords to provide free 
electricity to social tenants and have completed over one thousand installs to date.  
Over 1000 properties have benefited from the Clean Energy Programme due to our 
partnership with social housing properties.    

Within our Carbon Services team, we support the largest number of area-based 
programmes in the UK, leveraging multiple funding sources to accelerate delivery 
against policy objectives and drive the Government’s climate change and carbon 
reduction agendas.  Our work with the UK’s major utilities and energy suppliers 
allowed us to deliver a carbon saving of 11.9 million tonnes of Carbon Dioxide and 
1.7 million innovative energy saving products in the financial year 2009 / 10. 
 



 

For further information on Carillion Energy Services and our work across the 
principal market sectors of Defence, Education, Health, Facilities Management  
 
 
& Services, Rail, Roads, Building, Civil Engineering and Utilities Services please visit 
- http://www.carillionplc.com/  
 
 
1 What are the economic, social and environmental outcomes that a green 

economy should aim to deliver, and what are the appropriate tools and 
indicators to monitor progress towards such outcomes? 

 
1. Carillion believes that a successful green economy can deliver a range of 

integrated economic, social, and environmental benefits that are intrinsically 
linked.  To achieve this  a holistic approach is required from business, 
Government, and consumers, whereby the whole economy is transformed, 
rather than only those sectors that have traditionally been defined as ‘green 
industries,’ such as the energy sector.  We have pioneered mandatory 
sustainability targets throughout the company including responsible sourcing 
of natural resources, reducing landfill waste, and reducing emissions from 
business travel.  This includes using FSC certified timber wherever possible, 
pledging to halve the amount of waste sent to landfill by 2012 (from 2008 
levels), capping the engine size of business cars hired at 1.2 litres, and by 
holding an employee car-sharing database. 

 
2. A transition to a Green Economy will result in increased energy security for the 

UK, mitigating the effects of volatility in the global energy market, which are 
by their nature, out-with Government’s control. This will result in increased 
financial stability for business and consumers alike and may attract greater 
investment in a more resilient economy. 

 
3. Social outcomes that result in changed behaviour may not be easily 

quantifiable.  However, using a range of indicators examined in conjunction, 
such as the number of people employed in green industry, progress made 
towards achieving EU and UK carbon reduction and renewable energy 
generation targets and consumer take up of policy initiatives such as the 
Green Deal, should offer an accurate indication of progress.   

 
4. We believe that the value of UK green industry, and the number of people it 

employs, currently 910,0001, will be a more meaningful economic indicator 
than GDP alone, which provides less insight into social benefits resulting from 
growth.  Furthermore, given the UK’s commitment to reducing carbon 
emissions by 80% by 2050, the monitoring process needs to be flexible.   

 
2 Describe the nature of any barriers preventing the transition to a green 

economy: 
 

                                                 
1 http://www.bis.gov.uk/assets/biscore/business-sectors/docs/10-795-low-carbon-environmental-goods-
analysis-update-08-09.pdf 

http://www.carillionplc.com/


 

                                                

5. Some financial barriers prevent the transition to a green economy, examples 
include weak consumer spending and the difficulties small and medium sized 
enterprises experience obtaining capital from borrowing.  We would welcome 
any changes that Green Deal will deliver to address these issues, however, 
further detail on investment and managing risk associated with measures 
failing to meet the ‘golden rule’ or customer default needs to be forthcoming. 

 
6. Consumers and businesses considering renewable energy solutions realise 

that such technology is relatively new compared with traditional fossil-fuel 
burning appliances and this therefore poses a larger risk as the technology 
evolves.  Lack of consumer awareness, potentially combined with scepticism 
concerning cost savings; could inhibit take-up of Green Deal measures.  It is 
especially important, therefore, that Green Deal assessors are appropriately 
accredited and are required to offer objective information on potential cost 
savings to establish trust among consumers.  Carillion’s Clean Energy 
Programme, which installs Solar PV on to social housing properties at no 
cost to the resident or social landlord, overcomes these barriers by working 
in partnership with trusted and well-established organisations to offer 
reassurance to a potentially vulnerable customer base. 

 
7. Risk aversion may also be mirrored by investors looking to finance 

renewable energy solutions through the Green Deal as it has not been 
demonstrated that the investment will recoup original costs.  This 
uncertainty amongst investors was compounded by unexpected changes to 
government policy, for example, the recently conducted Fast-Track Review 
of Feed-in Tariffs, which had an impact upon a number of investors such as 
SolarCentury and members of the Micropower Council. 

 
8. Furthermore, there exists a perception that green levies and taxation may 

not be reinvested and can be seen as simply an alternative source of 
Government revenue as identified by the Environmental Audit Committee 
report on the 2011 Budget and environmental taxes.2  

 
9. Carillion also recognises that there are non-financial barriers to achieving a 

green economy including a lack of Science, Technology, Engineering, and 
Maths (STEM) skills when compared with other European countries3 as 
highlighted in the 2011 Plan for Growth.  Carillion are addressing this by 
focusing on our the personal development of all of our employees – 
spending £20 million on personal development resources in 2010, 
sponsoring 2500 apprentices across the business at any one time.  More 

 
2 http://www.publications.parliament.uk/pa/cm201012/cmselect/cmenvaud/878/87802.htm 
3 PISA 2009 Results, OECD, December 2010 



 

                                                

generally we work with partner organisations such as Business Action on 
Homelessness (BAOH), providing skills and mentoring advice for vulnerable 
adults who risk being excluded from the labour market.  

 
3 What approach is required to deliver a green economy, and what aspects of the 

current economic model require development, eliminating and/or new 
approaches found. What tensions might there be between economic growth and 
the green economy? Would ‘greening’ the economy deliver the outcomes 
needed?   
 
10. As outlined above, we believe it is important to frame green taxation in the 

context of the Stern Review, which warns that the long-term costs of 
environmental inaction will prove much more costly than strategic action 
taken to mitigate climate change now4.  

 
11. It is also important to ensure that the benefits of a green economy are 

shared throughout society to encourage widespread support for change. 
Carillion is particularly interested in initiatives that benefit those groups 
most vulnerable to the effects of climate change, such as people on low-
incomes, people living in hard to treat accommodation and the fuel poor, 
given our experience assisting these groups.  With this in mind we welcome 
DECC’s decision to impose a cap on levies raised from energy bills, which 
affect the fuel-poor disproportionately. 

 
12. We would welcome further details on the energy efficiency assistance 

available through the Energy Companies Obligation (ECO) for households 
who are either fuel poor and more likely to under-heat their homes 
resulting in no measurable cost saving from Green Deal installation and 
hard to treat homes where insulation costs are particularly unlikely to meet 
the ‘golden rule.’   

 
13. Whilst Carillion agrees with Consumer Focus that the fuel-poor should 

remain a priority group for ECO funding to be spent5, there may be 
insufficient funding for many non-fuel poor households living in hard to 
treat properties, who remain unable to privately finance energy efficiency 
measures but are unlikely to qualify for Green Deal assistance.  We propose 
that further financial incentives from Government or utility providers may 
be required to assist take-up in this group. 

 
4 
What policy and institutional ‘framework’ is required to create the right conditions for 
the green economy to thrive, and does the Government’s forthcoming Green 

 
4 http://webarchive.nationalarchives.gov.uk/+/http://www.hm-treasury.gov.uk/d/.pdf  
5 http://www.consumerfocus.org.uk/files/2010/12/Green-Deal-ECO-v1.pdf 



 

Economy Roadmap provide this framework. Does the Roadmap deliver a clear vision 
of the green economy? 
 
14. Carillion welcomes this Roadmap and its recognition that a range of policy 

measures are necessary to achieve the transition to a Green Economy, 
particularly the need for targeted community engagement and investment in 
skills, two areas where Carillion has considerable expertise.  Carillion trains 
1,200 apprentices each year at 18 training centers, in skills ranging from 
sustainable construction to green technology installation.  Additionally, we work 
with BAOH by providing training and work placements for homeless and those 
at risk of homelessness through the ‘Ready to Work’ scheme.  Last year, we 
offered 111 two-week placements through which 47 people gained 
employment, a number of them with Carillion. This is in addition to offering a 
six-month programme of mentoring support.   

 
15. We welcome the launch of the National Careers Service in April 2012 however, it 

is important to ensure that the skills necessary for technological innovation, are 
fostered at an earlier level within the education system. In addition to our work 
with apprentices, Carillion employs Community Liaison Officers whose roles 
include meeting with schools to promote the benefits of energy efficiency 
projects such as community solar PV installations or environmental building 
techniques, as demonstrated by our award winning York eco-depot. 

 
16. Further detail would be welcome on the Roadmap, particularly regarding the 

operation of the Green Investment Bank (GIB).  It is encouraging that the Bank 
will commence lending from April 2012; however, we would like to see the 
Bank achieve borrowing powers earlier than the projected timeframe of 2015-
2016, which is also conditional upon levels of debt to GDP falling to target 
levels.  More information on the type of projects that the GIB will initially assist 
would also be beneficial. 

 
5 What are the priorities for action, including those sectors of the economy crucial 

for creating the conditions for a green economy? 
 
17. Carillion believes that a priority for action is to invest in providing green 

skills training for the future, in order to improve long-term employment 
prospects, for young people particularly, otherwise the UK risks its 
competitiveness.  We welcome the Treasury and BIS’s focus on STEM 
skills, however more work needs to be done with schools to encourage 
young people to attain sustainable and eco skills.  

 
6 What is the role of consumers, businesses, non-government organisations, and 

international bodies in delivering, and stimulating demand for, a green economy; 



 

                                                

 
18. We feel that green projects achieve most success when they have the 

support of the local community such as our Clean Energy Work working in 
partnership with organisations such as the Chale Community Project6.  
Such projects have real economic benefits at a community level by 
increasing local employment and therefore socially benefiting the 
community.  Government should ensure that a clear policy framework 
exists to encourage businesses and non-governmental organisations to 
form strategic collaborative partnerships.  Carillion, along with Homebase, 
is currently involved in a trial being conducted by DECC and the Cabinet 
Office’s Behavioural Insights Team7 to gauge the different methods of 
gaining consumer support for the Green Deal.  We welcome this type of 
innovative partnership. 

 
7  Do any models that more closely resemble a green economy exist elsewhere 

that the UK should aspire to? 
 
19. With regard to the remit of the Green Investment Bank, inspiration can be 

taken from Germany’s KfW, a development bank with borrowing 
capabilities that was created in the aftermath of World War II.  KfW 
provides commercial banks with liquidity at lower than market rate, which 
is utilised to offer specified energy efficiency loans.  The Environment 
Audit Committee’s second report on The Green Investment Bank notes 
that KfW has been instrumental in helping deliver 100,000 energy 
efficiency retrofits every year.”8   The Government has responded, 
however, stating that it is not yet clear what role the UK Green Investment 
Bank would play in the proposed Green Deal.   

 
8 How do the UK’s policies to deliver a green economy relate to actions needed to 

deliver a global green economy (a theme of the June 2012 Rio Summit)? 
 
As the 2012 Conference aims to focus upon how a green economy can 
eradicate poverty, the UK’s environmental policies that provide the greatest 
employment opportunities and most equitable societal benefits should be 
focused upon.  As Green Deal is yet to be implemented, there may be limited 
opportunity to review success or failure of policies prior to the summit, as fledgling 
policies may not have made their impact.   
 
 
1 September 2011 

 

 
6 http://www.chalecommunityproject.org/ 
7 http://www.decc.gov.uk/en/content/cms/emissions/beh_change/beh_change.aspx 
8 http://www.publications.parliament.uk/pa/cm201011/cmselect/cmenvaud/505/50506.htm#a26 



Written evidence submitted by Research Councils UK 
 
 
Executive Summary 
 

• The green economy signals a more pro-active integration of economic, social, 
and environmental agendas.  It includes: the growth of new environmental 
sectors; the promotion of synergies between business development and 
environmental quality and realising the marketing, efficiency and competitive 
advantages of adoption of green business practices. It will encompass the 
development of new green products and services, new greener processes 
and more environmentally sustainable ways to carrying out existing 
processes 

• Publicly funded research has a critical role to play, alongside other 
instruments of government, in enabling the transition to a green economy.  
RCUK supports a broad portfolio of research covering the natural 
environment, engineering and physical sciences, biotechnology and biological 
sciences and economic and social research among other areas, much of 
which is delivered in partnership with a range of stakeholders including 
industry. RCUK has a long history of supporting research that has influenced 
thinking, enabled technology development and enhanced understanding of 
the need for a green economy and the challenges associated with it. For 
example, researchers developed central concepts such as carbon footprints 
and ecosystem services. 

• “Systems thinking” which considers interactions, environmental dependencies 
and opportunities for green growth across a broad range of sectors is 
essential to the success of the green economy. Relevant sectors include: 
manufacturing, infrastructure, energy, industrial biotechnology, agriculture, 
food, chemicals and the environment. Businesses, consumers, government 
and public sector bodies, non-government organisations and academics 
associated with each sector should all be involved. Strong links between 
industry, civil society and the academic research base will be particularly 
essential to progress.  

• A major opportunity for government is providing the necessary cross-sector 
overview, and a clear, integrated policy framework.  

• The strength of partnerships and activities supported by the Research 
Councils will enable UK to seize opportunities for growth in emerging market 
sectors based on green products and services. Key examples of Research 
Councils working in partnership include: The Living With Environmental 
Change programme1; The Energy programme2 and the Global Food Security 
programme3. These programmes involve Research Councils working with 
government departments and agencies, businesses and non-government 
organizations.   

 
Introduction  
 
1. Research Councils UK (RCUK) is a strategic partnership set up to champion 

research supported by the seven UK Research Councils.  RCUK was established 
in 2002 to enable the Councils to work together more effectively to enhance the 
overall impact and effectiveness of their research, training and innovation 

                                                 
1 http://www.rcuk.ac.uk/research/xrcprogrammes/Pages/lwec.aspx  
2 http://www.rcuk.ac.uk/research/xrcprogrammes/Pages/Energy.aspx  
3 http://www.rcuk.ac.uk/research/xrcprogrammes/Pages/FoodSecurity.aspx  

http://www.rcuk.ac.uk/research/xrcprogrammes/Pages/lwec.aspx
http://www.rcuk.ac.uk/research/xrcprogrammes/Pages/Energy.aspx
http://www.rcuk.ac.uk/research/xrcprogrammes/Pages/FoodSecurity.aspx


activities, contributing to the delivery of the Government’s objectives for science 
and innovation.  Further details are available at www.rcuk.ac.uk. 

 
2. This evidence is submitted by RCUK on behalf of the Research Councils listed 

below and represents their independent views.  It does not include, or necessarily 
reflect the views of the Knowledge and Innovation Group in the Department for 
Business, Innovation and Skills (BIS): 

 
Biotechnology and Biological Sciences Research Council (BBSRC) 
Economic and Social Research Council (ESRC) 
Engineering and Physical Sciences Research Council (EPSRC) 
Natural Environment Research Council (NERC) 

 
Responses to themes 
a. The economic, social and environmental outcomes that a green economy 
should aim to deliver, and the appropriate tools and indicators to monitor 
progress towards such outcomes; 
 
3. Prior to considering what the desirable outcomes of a green economy may or 

may not be, it is essential to understand what a green economy is. A successful 
green  economy  might, for example,  simultaneously  enable  economic  stability 
and growth, increased  resilience, reduced and more efficient use of fossil and 
other fuels (and the development of ‘greener’, renewable alternatives), and of 
water and other natural resources, protect ecosystems and the environment from 
further degradation and pollution, support the repair of earlier damage and 
 provide sustainable environmental services. Without common agreement and 
clarity with regard to what a green economy may or may not be making 
measurements, judgements and estimations about the outcomes of that economy 
has proven extremely challenging. Considerable research has been done by 
economists and social scientists to explore the meaning, form and function of a 
green economy.   

4. RCUK broadly supports the overall philosophy and principles that underpin 
Government policy on the green economy as set out in recent policy documents 
e.g. the Natural Environment White Paper and the Green Economy Roadmap. 
However, these policy positions could be further enhanced, by greater clarity 
regarding the fundamental nature of what a green economy might be. Such 
clarity will be particularly important when steps are taken to implement policy with 
the wider stakeholder community, for example business, regulators and markets. 
In addition, further development of an employment and skills strategy for a green 
economy is required.  

5. Robust research evidence is essential to developing appropriate and accurate 
tools to monitor progress. RCUK supports numerous initiatives which contribute 
to this. Examples include:   
• The UK National Ecosystem Assessment (UK NEA)4 developed through The 

Living With Environmental Change (LWEC)5 programme. The partners are in 
dialogue with a view to collaborating on a second stage. 

• NERC supports national capability in monitoring a breadth of terrestrial, 
freshwater, atmospheric and marine environmental variables via its research 
centres6. 

                                                 
4 http://uknea.unep-wcmc.org/   
5 http://www.lwec.org.uk/   
6 http://www.nerc.ac.uk/research/sites/research/   

http://uknea.unep-wcmc.org/
http://www.lwec.org.uk/
http://www.nerc.ac.uk/research/sites/research/


• The £45M Sustainable Urban Environment Programme funded by EPSRC 
supports research into new technologies, models and processes to help make 
cities more environmentally friendly.7 

• BBSRC provides funding to institutes that conduct long-term, strategic 
research underpinning the green economy in areas such as food security, 
mitigating and responding to climate change, reducing green house gas 
emissions and improving resource use efficiency in agriculture, and 
sustainable production of food and energy crops (see Annex). 

• The BBSRC Sustainable Bioenergy Centre (BSBEC) is developing a 
sustainability toolkit to optimise energy balance and to understand the 
environmental, social and economic impacts of producing bioenergy (see 
Annex). 

• ESRC supports a number of relevant large research investments including 
the Centre for Sustainable Business Relationships, Accountability, 
Sustainability and Society and the Social, Technological and Environmental 
Pathways to Sustainability Centre (see Annex).  In addition a wide range of 
relevant smaller research projects are also supported. 

• The EPSRC Centre for Innovative Manufacturing in Industrial Sustainability8 
delivers research to support the development of a sustainable UK industrial 
system. 

b. The nature of any barriers preventing the transition to a green economy; 
 
6. There are a number of key issues related to the transition to a green economy, 

including: ensuring clarity about the objective; reconfiguring  supply chains; new 
business models and processes; training people with the right skills; increasing 
awareness and confidence in new greener technologies; addressing and 
preventing disconnect between the research base, businesses, policy makers 
and other stakeholders; changing end customer and user behaviour; reducing 
costs and providing access to finance. 

 
7. Considerable influence is exercised on economic and market performance by 

regulation, including fiscal regulation. The extent to which measures have worked 
and what measures might work in the future are still not satisfactorily understood 
and requires further research. Legislative requirements and regulatory 
frameworks have the potential to drive green innovation, where the development 
of new practices and technologies is essential in order to deliver cost-effective 
strategies for compliance. For example, the EU Nitrates Directive will require the 
development of farming systems that make more efficient use of the nitrogen that 
is applied and boost demand for farm-level livestock waste treatment 
technologies. However, regulation and policy frameworks can also act as a 
barrier or disincentive to the introduction of new technologies. For example, 
genetic modification could enable the development of more resource-efficient 
crop varieties, but blocks to the approval of genetically-modified crops in Europe 
is widely perceived by researchers and industry to be a barrier to their 
commercialisation. This may limit the contribution that such technologies can 
make to a green economy. The goal should be ‘smart’, evidence-based and 
proportionate regulation of the green economy enabling the achievement of 
social and economic objectives rather than unduly blocking or constraining. 

 
8. There is considerable research evidence about people’s behaviour, 

understanding of and response to the challenges of environmental change. A 
                                                 
7 http://www.urbansustainabilityexchange.org.uk/ 
8 http://www.industrialsustainability.org/ 

http://www.urbansustainabilityexchange.org.uk/
http://www.urbansustainabilityexchange.org.uk/
http://www.industrialsustainability.org/
http://www.industrialsustainability.org/


number of evidence based interventions are already available e.g. on how to 
promote recycling of domestic waste or to incentivise public procurement that is 
both cheaper and greener. The evidence base for further interventions to 
promote changes in economic behaviour and performance can readily be 
extended 

 
9. Gaps in knowledge remain in terms of how financial markets might function in a 

green economy, for example in relation to carbon trading mechanisms. Lack of 
investment finance and incentives are widely seen as barriers, with investors and 
insurers being an important group of enablers or disablers of economic growth 
and development9 The NERC Financial Services Risk Management and 
Valuation Knowledge Exchange Programme10 will use existing NERC science 
and inform future research activities to address this. ESRC is building on 
engagement with investment and insurance sectors through the Financial 
Services Knowledge Transfer Network and its special interest groups. 

 
10. Although we have highlighted a number of individual barriers, the relationship 

between economic performance and sustainable growth is complex and full of 
feedback, so overcoming barriers cannot be addressed without adopting a 
holistic approach to the challenge. Such an approach necessitates drawing in 
and engaging in meaningful exchange with the full range of stakeholders – 
business, regulators, the markets and consumers. 

c. The approach required to deliver a green economy, and the aspects of the 
current economic model that require development, eliminating and/or new 
approaches found. What tensions might there be between economic growth 
and the green economy? Would ‘greening’ the economy deliver the outcomes 
needed?; 
 
11. Numerous businesses are already demonstrating it is possible to have profitable 

business models while reducing environmental impacts. In order to build on these 
successes across a range of sectors, a whole systems approach is required that 
will provide a fuller understanding of the complete environmental system, 
including how to value different parts of the environment. In addition, 
development of new green products, technologies and services, such as 
renewable energies and feedstocks, must be coupled with whole systems 
analyses to ensure that they are economically and environmentally sustainable in 
the round. 

 
12. There is scope for improvement in existing technologies to increase their 

efficiency and reduce their environmental impact. New ideas and technologies 
can also offer green alternatives with the potential for radical changes to 
established industries and the creation of new business opportunities.  The UK 
research base can help businesses to benefit from these improvements and 
adapt to changes, including addressing issues that could impact on 
implementation, such as consumer confidence in new products and services.  

 
13. The value of nature or biodiversity needs to be better understood regarded as a 

financial opportunity. Research is beginning to address this for example, the 
LWEC project Valuing Nature Network11 (VNN) and the UK NEA are developing 
research capacity in valuing biodiversity, natural resources and ecosystem 

                                                 
9 TUC (2009) ‘Unlocking Green Enterprise – A low carbon strategy for the UK economy’ ISBN 978 1 85006 849 5  
10 http://www.nerc.ac.uk/using/keprog/   
11 http://www.lwec.org.uk/activities/valuing-nature-network  

http://www.nerc.ac.uk/using/keprog/
http://www.lwec.org.uk/activities/valuing-nature-network


services with the aim of embedding the ecosystem approach in policy and 
decision making across sectors.  

 
d. The policy and institutional ‘framework’ required to create the right 
conditions for the green economy to thrive, and whether the Government’s 
forthcoming Green Economy Roadmap provides this framework. Does the 
Roadmap deliver a clear vision of the green economy?; 
 
14. The Green Economy Roadmap usefully displays current policies and regulations 

and effectively articulates the scope of sectors and activities it will involve. 
However, it gives little clarity on what government is going to do in the future and 
how it will adapt the regulatory regime for business growth and environmental 
sustainability. It would also benefit from some more detailed consideration of 
skills development for the green economy, in particular STEM and research skills. 
 

15. The LWEC Business Advisory Board (LWEC BAB), established to provide 
strategic business input into current and future LWEC programmes (e.g. by 
advising on research needs of business sectors and routes for business 
engagement) were presented with a draft version of the Green Economy 
Roadmap.  The LWEC BAB gave recommendations on the content and how it 
should it be presented to business, including: 

• The Roadmap is very high level and is not a ‘what to do about it’ guide for 
different business sectors explaining what action they need to take to 
transform their businesses to be fit for the future. 

• There is little to show how progress might be measured; it would be helpful to 
have a description of what success will look like. A stronger sense of the 
destination would help to engage businesses in the journey. 

• The Roadmap does not reflect the UK’s world-leading research base which puts 
the UK in a strong position to be internationally competitive in responding to the 
opportunities that transition to a green economy presents. 

• Other than the Green Deal, government strategy on engaging the public to 
reduce greenhouse gas emissions is unclear. This is a significant omission if 
business is to develop services and products in support of government policy 
to reduce emissions.  

16. Government may also need to consider providing incentives for early adopters of 
green technologies, and businesses developing green products and services. For 
example, there is currently little, if any, incentive for UK farmers to grow perennial 
energy crops, as this requires significant outlay without any income for two to 
three year periods, and without a secure market in the UK. 

 
e. Priorities for action, including those sectors of the economy crucial for 
creating the conditions for a green economy; 
 
17. Cross-cutting issues that will affect all businesses in making the transition to a 

green economy include skills, investment and insurance, energy (particularly 
reducing reliance on fossil fuels and non-renewables), manufacturing, 
infrastructure and the use of water and other resources.  Research Councils are 
active across these areas.  
 

18. Developing the highly skilled people able to help the UK make the transition to a 
green economy must be a high priority.  Research Councils are helping to 



develop the next generation of research and business leaders through funding for 
PhD training, often in partnership with industry , for example:  

• CASE studentships12 where students enhance their training by spending a 
portion with the CASE partner in a workplace outside the academic environment 

• EPSRC supports a number of relevant Centres for Doctoral Training, such as the 
“Sustainability for Engineering and Energy Systems13 Industrial Doctorate Centre 
and a new Industrial Doctorate Centre in Offshore Renewables, both of which 
combine collaborative research with technical and professional training 

• BBSRC’s Advanced Training Partnership14 and Modular Training for Industry15 
schemes develop and deliver research-led, user-focused postgraduate training in 
close liaison with industry  
 

19. Engaging the investment and insurance sectors should be a priority (see 
paragraph 6 for rationale).  
 

20. Decarbonising existing energy sources, developing and improving new clean 
energy technologies and reducing energy demand through increasing efficiency 
and changing behaviours will be vital to delivering a green economy. The RCUK 
Energy Programme2 will be investing £540M in energy research and training 
between 2011-2015 aimed at helping the UK meet its energy and environmental 
targets and policy goals. A new £7M NERC research programme “Mineral 
Resources: Science to Sustain Security of Supply in a Changing Environment”16 
will develop models to predict the environmental impact of scaling up new 
technologies for low-carbon mineral extraction.  
 

21. Manufacturing research is playing an important role in developing more efficient 
lean processes, lighter weight materials and products and designing out waste, 
as well as enabling the development and production of new green technologies.  
EPSRC’s Manufacturing the future17 programme will be investing £322M over the 
next four years in research contributing to this. Energy-intensive, high-emissions 
sectors including agri-food (which is UK’s largest manufacturing sector) and 
chemicals will be important targets for the transition to a green economy. .  
 

22. Improvements and alternatives to existing infrastructure will be necessary to drive 
green economic growth.  EPSRC’s £350M portfolio of research in this area 
includes next generation communication systems and other digital alternatives to 
travel, sustainable networks, supply and generation of utilities, and transport 
systems.  
 

23. The national system of green accounting should require businesses to account 
for their environmental costs and benefits in a comparable fashion. That would 
reveal opportunities for growth by highlighting areas where there is further 
potential for the sustainable exploitation of environmental assets, but also help 
stimulate the growth in market-based approaches to the provision of 
environmental service, such as: 
• ‘Pay-back’ schemes, to raise revenue for investing into measures that 

improve environmental quality and growth18 

                                                 
12 http://www.rcuk.ac.uk/kei/ktportal/Pages/DoctoralStudentships.aspx  
13 http://www.surrey.ac.uk/feps/study/pgr/idc/sees/   
14 http://www.bbsrc.ac.uk/business/training/advanced-training-partnerships.aspx 
15 http://www.bbsrc.ac.uk/business/training/modular-training.aspx  
16http://www.nerc.ac.uk/research/themes/tap/tap-phase3.asp#mineral   
17 http://www.epsrc.ac.uk/ourportfolio/themes/manufacturingthefuture/Pages/default.aspx  
18 http://www.scribd.com/doc/58611485/Paying-to-restore-peatland-with-carbon    
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• ‘Payment for Environmental Services’ e.g. through discretionary additions or 
charges to bills to support local conservation projects19 

• Fiscal relief for targeted investment in new and existing businesses that can 
make a clear contribution to the development of a low-carbon economy 

 
24. NERC have established knowledge exchange programmes10 on five priority 

areas of the green economy: Financial Services Risk Management and 
Valuation; Water security; Marine renewable energy; Environmental management 
for food and agriculture; Resource management (including minerals, waste). 
NERC has also identified three other areas where research could be developed 
into tools and solutions for end-users; these areas are: Environmental monitoring; 
Managing ecosystem services; Climate services. Engagement with users will 
utilise areas of strength across NERC’s research portfolio and inform future 
NERC funded research.  

 
f. The role of consumers, businesses, non-government organisations, and 
international bodies in delivering, and stimulating demand for, a green 
economy; 
 
25. Research will provide evidence to inform the activities of the all of the groups 

identified here, for example: the choices made by consumers; practices, 
investments and areas for product development pursued by businesses; the 
agenda, focus and strategies of non-government organisations and international 
bodies. RCUK works closely in partnership with all of these groups; for example, 
the LWEC partnership includes partners20 from across the public sector, 
advisers21 from a range of businesses with charities22 involved in funding specific 
activities. The Energy Programme participates in the Energy Research 
Partnership along with other key funders from the private and public sector23 and 
there is strong user engagement in areas such as engineering and the physical 
sciences where almost 50% of research projects involve collaboration with 
partners from the private and public sector. 

 
26. Some innovative advances that could help to deliver a green economy pose 

challenges that must be addressed by society as a whole, for example, 
production of bioenergy crops, genetic modification (e.g. to produce crop varieties 
better suited to climate change or to be more resource efficient), or the use of 
synthetic biology approaches in industrial biotechnology. RCUK has a strong 
track record in public dialogue activities on topics including Synthetic Biology and 
Geoengineering 24,25 and will continue to engage the public around the issues 
raised by the research it funds. 

 
27. Businesses will need to clearly articulate their research needs in enabling the 

transition to a green economy.  For example, in Industrial Biotechnology and 
Bioenergy, there is a clear need for industry to set out its key challenges, skills 
requirements and research priorities that it needs to address in moving from 
processes based on fossil fuels and feedstocks to those using renewables. 
Research Councils are helping to encourage knowledge exchange and joint 
working between industry and the research base through mechanisms such as 

                                                 
19 http://www.relu.ac.uk/research/projects/Fourth%20Call/Smith.html  
20 http://www.lwec.org.uk/partners  
21 http://www.lwec.org.uk/people/advisers  
22 http://www.lwec.org.uk/activities/insect-pollinators-initiative  
23 http://www.energyresearchpartnership.org.uk/tiki-index.php 
24 http://www.bbsrc.ac.uk/syntheticbiologydialogue/  
25 http://www.nerc.ac.uk/about/consult/geoengineering.asp  
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the RCUK Bioenergy Strategic Coordination Group which is taking a holistic 
approach to integrating research with industrial pull, and the Integrated 
Biorefining Research and Technology Club26 supported by BBSRC and EPSRC, 
which provides funding for industrially-relevant research and helps to build 
industry-academic links.  

 
28. Businesses also have a role in providing adequate career opportunities, including 

a commitment to continued support and development, for people who have the 
skills needed to enable a transition to a green economy. By working in 
collaboration with training providers, industry will be able to ensure that 
postgraduate training incorporates the specific research, generic and professional 
skills that they need in their businesses.  

 
g. Whether any models that more closely resemble a green economy exist 
elsewhere that the UK should aspire to; 
 
29. RCUK do not have access to a comparative assessment of models to inform the 

UK’s approach to developing a green economy. However, RCUK supported 
researchers have been involved in some relevant work which may be of interest 
to the committee.  

 
30. UK academics funded by the Research Councils are often asked to be 

consultants on overseas developments. For example, researchers supported by 
the EPSRC EcoRegions Network who have been exploring how to make 
sustainable cities are involved in the £3bn redevelopment of a city in China.27 

 
31. A recent joint UK-Japan study and workshop on industrial sustainability by the 

Institute for Manufacturing, supported by EPSRC, identified a number of 
strengths from each country as well as opportunities for shared learning and 
future collaborations.28 The Institute for Manufacturing ‘International Approaches 
to Manufacturing Research’29 looks at different strategies adopted to engender 
sustainable manufacturing research in a number of competitor countries. 

 
32. The ESRC Climate Change Leadership Fellow Dr. Harriet Bulkeley has 

investigated “Urban Transitions: climate change, global cities and the 
transformation of socio-technical systems”30.  The research looks at how 
technical components (i.e. solar cells), institutions (i.e. planning laws) and the 
behaviours through which these operate to understand how rapid transformation 
of complex socio-technical systems can be managed and achieved.  

 
33. Please note, in providing the examples RCUK are not endorsing any one 

particular approach. 
 
h. How the UK’s policies to deliver a green economy relate to actions needed 
to deliver the global green economy (a theme of the June 2012 Rio Summit). 
 
34. The Natural Environment White Paper which identifies action to grow a green 

economy is strongly informed by the UK NEA. The need for a UK NEA was 
identified in the 2005 global Millennium Ecosystem Assessment31 called for by 

                                                 
26 http://www.bbsrc.ac.uk/business/collaborative-research/industry-clubs/ibti/ibti-apply.aspx  
27 http://www.dongtanepsrc.org/ 
28 http://www.ifm.eng.cam.ac.uk/sis/japan/japan_sust_report_web.pdf 
29 http://www.epsrc.ac.uk/newsevents/news/2011/Pages/IntApproachestoManufacturingResearch.aspx 
30 http://www.esrc.ac.uk/my-esrc/grants/RES-066-27-0002/read  
31 http://www.maweb.org/en/Index.aspx  
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the United Nations Secretary-General Kofi Annan in 2000. UK policy can 
therefore be seen stem from and to contribute to necessary international level 
activity.  

 
35. From a research perspective, RCUK is involved in international partnerships and 

working relevant to delivering a global green economy. Recent multilateral 
research funding initiatives organised through the G8 Research Councils are the 
first time that research organisations across the G8 have joined forces to address 
major global challenges, relevant to the global green economy.  The latest call is 
directly relevant to a global green economy; it invites proposals on the topic of 
“Interdisciplinary Program on Material Efficiency – A first step towards 
sustainable manufacturing”.32 Similarly, the EU Framework Programme, which 
funds research at an EU level where appropriate, encompasses green economy 
objectives across most member states. 

 
 
1 September 2011 

                                                 
32 http://www.rcuk.ac.uk/media/news/2011news/Pages/050711.aspx 
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Written evidence submitted by Northumbrian Water Group  

 

Executive Summary 

We support the Government’s ambition to deliver a Green Economy, where business growth drives 
improving  environmental  outputs.    The  Green  Economy  Roadmap  should  be  a  key  tool  in  this 
process.  The Government must help business to make sure‐footed and long term decisions by giving 
a stable and consistent policy and regulatory platform for investment.  We believe this is achievable, 
that  the water  industry  is well  placed  to  lead  the way  and  is  already  demonstrating  success  in 
making the green economy a reality.   As a company, we are building sustainability  into everything 
we  do  and  supporting  a  green  economy  is  part  of  that.    Connecting  the  solutions  to  regional 
economic imbalances to the emerging green economy agenda is vital. 

Mrs Heidi Mottram OBE  

Heidi  Mottram  is  submitting  this  memorandum  in  her  capacity  as  Chief  Executive  Officer  of 
Northumbrian  Water  Group  (which  includes  Northumbrian  Water  and  Essex  &  Suffolk  Water 
companies).  The Group serves 2.7 million people in North East England with water and waste water 
services  and  1.8 million  people  in  Essex  &  Suffolk with water  services.   Mrs Mottram  is  also  a 
member of the Government’s Green Economy Council. 

Main Points 

1. We support the Government’s ambition to deliver a Green Economy and believe that the water 
industry  is  well  placed  to  lead  the  way.    Water  and  waste  water  companies,  such  as 
Northumbrian  Water  (NW),  have  traditionally  suffered  from  high  energy  costs  and  carbon 
intensive processes.  In recent years we have made a number of investments for the long term 
which will see our carbon emissions reduce by up to 35% by 2020.  This includes: 

 
a) Two advanced anaerobic digestion plants for energy creation from waste.  The first in the UK 

on Teesside is operational and one on Tyneside is being constructed. 
b) We  have  a  number  of  hydro  electric  schemes  in  the North  East,  including  the  largest  at 

Kielder and our newest at Selset in County Durham. 
c) A number of  initiatives to  improve energy efficiency, particularly pumps, on our sites and a 

drive to promote water/energy efficiency to customers. 
 
2. In  addition, we will  soon  use  a  reed  bed  solution  at Hanningfield Reservoir  in  Essex  to  treat 

sludge arising from the water treatment process.  The reed bed will be the largest of its kind in 
the world.   

We  are  driving  sustainability  throughout  our  business  and  doing  these  things  make  good 
business  sense  as  they  lower  our  energy  costs,  reduce  our  carbon  usage  and  create 
environmental and economically sustainable sources of energy for our Company.   It  is good for 
our customers, our business and the environment. 



3. The  challenge  to  the  Government  is  to  find ways  of  creating  an  incentivised  and  stable 
investment context that gives the business community the confidence to take the long term 
commercial decisions that help to ‘green’ our economy.  In our experience, these incentives 
have been subject to change impacting on the returns on which the investment is based. 
 

4. The water  industry should be at the vanguard of this agenda as  it enjoys a relatively stable 
supply  of  raw  material  and  can  project  forward  reasonably  accurately  on  supply  and 
demand.  The Government must outline how it intends to assist other sectors and industries 
in  addressing  uncertainties  and  perhaps  actively  discouraging  short‐term  gains  over  the 
structural changes needed  to benefit  the UK economy and environment  in  the  long  term.  
This is where the Green Economy roadmap has an important role to play. 

  
5. The Green Economy Roadmap has yet to be published but  it provides a real opportunity to 

lay down what  is necessary  to deliver  to a  ‘Green Economy’.    It will need  to be bold and 
remove obstacles, but if it can provide some long term and consistent support to business, it 
will be worthwhile. 

 
6. In order  to  support  the development of  the Green Economy, utility companies are  ideally 

placed  to work with  large  corporations with high  energy use  to help make  better use of 
resources. 

  
7. In  the  North  East  we  work  in  partnership  with  the  chemical  and  process  industries  on 

Teesside.   Using the  infrastructure networks available to NW we work to put an economic 
value on  the waste  from  these  large plants, helping  them  to  connect with other parts of 
their  sector  who  can  use  the  waste  from  one  company  as  a  ‘raw  material’  in  their 
manufacturing process.  

 
8. Making this connectivity between large businesses means waste becomes a commodity, it is 

a  far more  efficient  and  environmentally  friendly  use  of materials  and  it  enhances  the 
commercial context for industry on Teesside.  

 
9. This kind of partnership working  is a key part of making  the Green Economy a  reality and 

perhaps offers a role to Local Enterprise Partnerships to co‐ordinate activity where there are 
clusters of suitable businesses. 

   
10. Putting  Small  and Medium  sized  Enterprises  (SMEs)  at  the  heart  of  the  Green  Economy 

agenda will be an important dimension of making it a success.  Again, utility companies, and 
particularly water companies can be at the forefront of helping SMEs to reduce their costs 
and carbon usage.  

 
11. We work with hundreds of SMEs helping them to reduce water usage, and therefore reduce 

the energy demands on our systems.  We have client mangers that build relationships with 
companies and advise them about on‐site treatment, better use of water and environmental 
considerations.  



12. We see this as an important part of our role as a water company, helping businesses in our 
areas  to  be more  environmentally  considerate  and  to  reduce  their  costs with  regard  to 
water  usage.    There  should  be  scope  to  extend  this  kind  of  operation  beyond  the water 
industry to other sectors. 

   
13. In  considering  the Green  Economy  it  is  vital  to  link  it with  the  notion of  rebalancing  the 

economy, in terms of addressing regional economic disparities. 
  

14. There  is much  speculation  about  the  potential  solutions  to  the  scarcity  of water  in  the 
coming decades  in some parts of the country.   This  is something we are acutely aware of, 
having companies in both the richest and poorest water areas. 

 
15. Transfer  of water  from  one  part  of  the  country  to  another will  be  hugely  expensive  and 

energy  intensive,  both  in  construction  and  operation.    In  response  to  this  it might make 
more sense to incentivise water intensive industries to locate in water rich areas.  This would 
make environmental sense  in terms of negating the need for expensive new  infrastructure 
and would  also  go  some way  to  supporting  inward  investment  in water  rich parts of  the 
North  of  England,  where  there  is  recognition  from  Government  of  the  need  to  build  a 
stronger private sector. 

16. We are very grateful to the House of Commons Environmental Audit Select Committee for 
launching  this  inquiry  examining  ‘The Green  Economy’  and we  hope  you will  accept  this 
written submission.  We would be happy to provide more detailed information if required at 
a later date.  

 
 
1 September 2011 



Written evidence submitted by Friends of the Earth England, Wales and 
Northern Ireland 

 
Summary  

• Moving to a green economy is extremely urgent, for all countries, including the UK. 
Climate change is one of the greatest threats humanity faces, and other 
environmental limits have already been crossed1 ‐ the environmental impact of all 
economies must be heavily reduced to stay within environmental limits. 

• This move is also necessary to protect the UK – as North Sea Oil and Gas run out – 
and is a major economic opportunity, as global markets for environmental products 
and services grow rapidly. 

• The Government has not adequately defined what it means by a green economy – 
the concept of environmental limits barely features. 

• Not all of Government yet grasps the opportunities of delivering a green economy, 
or the dangers from not doing so. The majority of Government has not accepted the 
scale of transition required. 

• Recent moves by Treasury to redefine sustainable development as meaning “yes to 
all development” (whatever its type) are deeply damaging to any attempts to deliver 
a green economy.  

• The Green Economy Roadmap is deeply disappointing, but greater damage will occur 
as a result of the “Plan for Growth” and the new “National Planning Policy 
Framework”’s obsessive focus on growth with no thought to the type of growth. 

• To deliver a green economy the Government needs to: 
o Put sustainable development (its real definition) and environmental limits at 

the heart of its growth plans, as well as in its Green Economy Roadmap 
o Integrate its green economy plans with action to deliver a “just” economy 
o Put in place greater targeted interventions to support new industries 
o Strengthen jobs and skills strategies 
o Reform procurement policy 
o Strengthen specific policies, for example on the Green Investment Bank, 

Electricity Market Reform, Feed‐in‐tariffs and the Green Deal. 
 
 

 

 

The Challenge 

1. Moving to a green economy is extremely urgent, for all countries, including the UK. 
Climate change is one of the greatest threats humanity faces, and other 
environmental limits have already been crossed2 ‐ the environmental impact of all 
economies must be heavily reduced to stay within environmental limits. 
 

2. Reducing our use of environmental resources is also imperative for other reasons – 
in the UK we face ever‐increasing costs for the imports of fossil‐fuels as North Sea Oil 
and Gas run out, and the Beddington report is very clear that we face ever‐increasing 

 
 



economic and social risks from our high consumption and imports of other 
environmental resources, such as water, metals and land. 
 

3. This move is also an opportunity – the rapidly increasing size of the global market for 
environmental goods and services is a huge and well‐documented economic 
opportunity for the UK to develop new industries and technologies, which will help 
the UK develop a more diverse and stable path out of its current economic 
difficulties. 

 
What must a green economy look like?  

 

4. A green economy is an essential element in delivering sustainable development.The 
Government’s 2005 sustainable development strategy is clear that the goals of 
sustainable development are: 

 
“living within environmental limits and a just society, and we will do it by means of a 
sustainable economy, good governance and sound science”. 

 
5. The strategy is also clear that a sustainable economy is one that “provides prosperity 

and  opportunities for all” and delivers on “living within environmental limits” and 
“ensuring a strong, healthy and just society”.  

 
6. In our view therefore, a strategy for a “green” economy must be explicit that it is 

primarily aimed at ensuring that our economy stays within environmental limits, at 
the same being integrated with strategies to deliver a “just” economy – prosperity 
and opportunities for all.  

 
7. The 2005 strategy was a marked improvement over the 1999 strategy, in that it was 

very clear that the type of economic activity matters. This analysis has continued 
under the present Government – in November 2010 David Cameron’s well‐being 
speech3 made it clear that the type of economic matters, and the 2011 BIS strategy 
also makes this point, saying: “The UK needs to grow sustainably – both 
economically and environmentally. We need to grow, but we need to grow 
differently.”4 However, in practice this view is not being acted upon. 

 
 

But….Green economy in practice 
 

8. We are extremely concerned however that in practice the Government, and in 
particular the Treasury, are reverting to the old 1999 view that it is simply growth 
that matters, whatever its type, and that all types of growth must be promoted. 
There is clear conflict on this within Government, and the growth‐at‐all‐costs side is 
winning. In the medium and long‐term this will be ruinous for the UK economy and 
environment. 

 

 
 



9. The most powerful recent documents – the Treasury’s Plan for Growth, and the new 
draft National Planning Policy Framework – heavily distort the meaning of 
sustainable development. Both redefine sustainable development without 
justification to say there will be a: “powerful new presumption in favour of 
sustainable development so that the default answer to development is ‘yes’”.  

 
10. This represents a re‐emergence of the old Treasury view that growth‐at‐any‐costs is 

all that counts, and that any environmental or social damage that results can be 
dealt with from the profits of that growth.  

 
11. The tension between sustainable development and the Treasury’s attempted 

redefinition is most explicit in BIS’s statement that “Growth is the Government’s top 
priority and every part of Government is focused on it. But we need to grow 
differently”. At present, there is far too little attention paid to the “grow differently” 
part – if the Treasury wins the argument that the default answer to development 
should be yes, then there will be a development free‐for‐all, both green and non‐
green growth will result, and the UK will not stay within environmental limits.  

 
12. The recently published policy roadmap (‘Enabling the Transition to a Green 

Economy: Government and business working together’) could have been the place to 
re‐assert the primacy of sustainable development, but it does not do this. It:  
 

‐ fails to present a compelling picture of what a sustainable economy means in 
practice. It does not demonstrate how it will stop us further exceeding 
environmental limits or promote a more just society 

‐ is unashamedly pro‐growth: business as usual, but with a green tinge. This is 
another step away from the pursuit of genuine sustainable development. 

‐ is essentially a list of policies that have already been announced elsewhere: 
certainly not a coherent strategy. 

‐ is in conflict with other parts of Government policy; the Natural Environment 
White Paper (2011), for example, commits to “put natural capital at the 
centre of economic thinking and at the heart of the way we measure 
economic progress nationally”5, but this is not restated in the roadmap. Nor 
does it adopt the UK definition for a sustainable economy, as set out in the 
Sustainable Development Strategy.  

 
 
What change is needed? 

 
13. Overall, we see three fundamental problems with the Government’s actions on a 

green economy: 
 

14. First, the overriding priority is just growth. The Government’s attitude towards the 
green economy appears to be largely that if there is some green growth, then great, 
and they will promote it up to a point. But there is just as likely to be non‐green 
growth in other areas. There is no overall strategy to ensure that the whole economy 

 
 



is green – ie staying within environmental limits. A strong indication that this point is 
not grasped is that the major and clear environmental limit the UK Government has 
committed to addressing– the Climate Change Act and its carbon budgets ‐  is not 
mentioned in either the Green Economy Roadmap or in the Plan for growth. The 
Green Economy Road Map and the Plan for Growth need to be rewritten to be much 
more explicit that the type of economic activity is critical, and that when the 
Government says “we must grow differently” that they have a strategy to ensure 
that overall growth is within environmental limits and delivers for all people.    

 
15. Second, the actions even to promote “green” industries are, in total, weak. We are 

behind other countries. We promote environmentally damaging alternatives as well 
as green industries, as seen by the recent rash of consents for new high‐carbon gas‐
fired power stations. The Committee on Climate Change repeatedly reports that the 
UK’s policy suite is inadequate to deliver on existing UK carbon budgets, which are 
themselves only delivering on a 50:50 chance of avoiding a two degree temperature 
rise, an unacceptably high level of risk. In paragraphs 30 to 65 we highlight some 
policy examples we believe must be strengthened. 

 
16. Third, action on the green economy is not coordinated with action to deliver a just 

economy. There a big opportunities and threats here. A much greater drive to 
promote renewable energy can create jobs and new industries in regions such as 
North East England, an area already suffering from major poverty and 
unemployment, which is set to get worse as public sector job cuts kick‐in. A much 
greater drive to promote energy efficiency will also create jobs, cut carbon and 
reduce the major societal problem of fuel poverty, which affects millions of mainly 
poorer households. These potential synergies are not being acted‐on. 

 
17. We believe that two barriers to addressing these problems are that: 

 
‐ Not all of Government yet grasps the opportunities and threats of delivering 

on a green economy ‐ see paras 19 to 25. 
‐ The majority of Government has not yet grasped the scale of transition 

required ‐ see paras 26 to 29. 
 

18. We set out areas where policy and strategy could be strengthened in paras 30 to 65. 

 

 

Failing to grasp the benefits of the green transition 

 

19. The Roadmap notes the £4 trillion global market for low‐carbon products by 2015. 
Yet a recent international league table of investment in clean energy presented by 
the Pew Environment Network6 show that the UK dropped sharply, from fifth in 
2009 to 13th in 2010. Further analysis by Friends of the Earth7 shows that on a per 
capita basis the UK spends ten times less per head of population spent on green 

 
 



energy in the UK ($52) than in Germany ($508) and  considerably less than Italy 
($228), Canada (£165), Australia ($150), the USA ($109)  and Spain ($102). 
 

20. The Public Interest Research Centre (PIRC) notes that less than 1 per cent of UK GDP 
is ‘green investment’8 – “half of what South Korea currently invests in green 
technologies annually, and less than what the UK presently spends on furniture in a 
year.”  As a proportion of GDP, the UK (combined public and private spending) spent 
less on renewables in 2010 than Germany, Italy, China, Canada, Spain, Australia, 
Brazil, the USA and France – yet has far higher GDP than many of those nations9. 
 

21. Differences in international reaction to the financial crisis tell their own tale. PIRC 
notes that 

“during the round of financial stimulus packages issued in the wake of the 
credit crunch, many governments chose to include significant injections of 
money for green measures… the UK fell short. An estimated 6.9 per cent of 
its stimulus programme was devoted to green investment; contrast this to 
the US (11.5%), China (34.3%), France (21.2%) or South Korea, where an 
astonishing 80.5% of its financial stimulus was spent on clean energy 
investments”.   

22. PIRC also notes that venture capital investment in green technology in the USA 
recovered during 2010 but in the UK fell to its lowest level since 2003.   
 

23. Even the UK’s limited green stimulus programme was criticized for attempting to 
look greener than it was – for example, the car scrappage scheme did not follow the 
lead of programmes in other European countries by requiring new cars purchased to 
be ‘green’10.   
 

24. Recently Government has stopped all funding for the Carbon Trust, which played a 
major role in early stage venture capital and project support for critical technologies 
– for example, through its Offshore Wind Accelerator11, which brought together 
developers to speed up research and development and reduce shared costs.  It has 
hamstrung the new Green Investment Bank, subordinating it to cutting the deficit, 
despite the vital role of the Bank to kickstart the very economic recovery the 
Government desires (see below).  
 

25. Such short‐termist decisions allow political space for lobby groups to propose 
dangerous lurches in policy direction ‐ for example, walking away from the UK’s 2020 
Renewables target on the basis that meeting it will be difficult and allegedly costly. 
Yet the need for policy certainty and stability and for the very reason why long term 
targets are set in the first place – to set clear signals for the future direction of 
Government policy, which guide and to an extent define the ‘cost‐effectiveness’ of 
investment decisions on the basis of an imperative that must be met.  As Lord Stern 
and others have made clear, a short‐termist approach is precisely the wrong one to 
take when dealing with the inherently long‐term problems of environmental limits 
and viable future economies.  

 

 
 



Failure to grasp the scale of the challenge 

26. The Government’s prime emphasis in its vision for a green economy is one that will 
“maximise value and growth” and which will “grow sustainably and for the long 
term” –  while “environmental impacts are reduced”. But a clear problem is that this 
overview document does not set out by how much environmental impacts need to 
be reduced.  
 

27. There are three main problems. First, the Government’s climate change strategies do 
not reflect the advice of the Committee on Climate Change. The CCC have repeatedly 
said the Government’s policy suite needs to significantly strengthened; the 
Government has also not adopted the CCC’s critical target for 2030 electricity sector 
decarbonisation. 
 

28. Second, the CCC’s advice is itself based on exceptionally high levels of risk. Its carbon 
budgets  are based on a 56 to 63 per cent chance of exceeding a two degree 
temperature rise – a limit which has itself been shown by recent climate science to 
be far more dangerous than previously thought. A greater than 50 per cent chance is 
unacceptably high risk for something the Government has repeatedly said we must 
avoid. 
 

29. Third, the UK needs to set clear targets for other environmental limits, not just on 
climate change.  

 

What needs to be done  

 
30. Overall, what is lacking is a coherent, pro‐active, muscular policy approach. We 

advocate action in five areas: 
‐ Put the correct definition of sustainable development at the heart of growth and 

green economy plans (see above) 
‐ Targeted intervention to support new industries 
‐ Investing in and supporting skills and job creation nationwide 
‐ More proactive procurement policy 
‐ Strengthened policy on: 

a. Energy‐intensive users 
b. Feed‐in‐tariffs 
c. Green Investment Bank 
d. Electricity market reform and carbon floor price 
e. Green deal 
f. Local economies 

 

Targeted intervention to support new industries  

31. As the Aldersgate Group (a coalition of businesses, NGOs and politicians of all 
parties) makes clear in its March 2011 report, Greening the Economy, there is a 

 
 



strong case for targeted interventions to capture first‐mover advantage and help the 
UK economy compete internationally:  

“The UK is losing momentum in the green economy race and there is only a 
small window of opportunity to assert leadership in the years ahead. A strong 
regulatory and fiscal framework will be vital for success, combined with a 
concerted push to get behind those sectors that have competitive 
advantages.”12 

 
32. A recent pamphlet from Demos summarises the stance of the current, and previous, 

Government on fostering innovation and new industries:  
“The view of the current government — shared by its predecessor — is that 
the role of the state in spurring innovation is simply to provide the ‘conditions 
for innovation to flourish’. The UK Government states that if it invests in skills 
and a strong science base, ensures a strong legal framework within an 
amenable macroeconomy, and supports entrepreneurial clusters, then the 
market will do the rest through the incentive of the profit motive”13.  

 
33. This is an ideological approach to market stimulus which is clearly reflected 

throughout the roadmap, and indeed Government policy more generally. Yet the 
depth and urgency of the required transition to a low carbon economy, and the 
mounting pressure of international competitors – coupled with policies that are not 
always fully up to the job – calls for of the a much more pro‐active strategy for 
nurturing new technologies and industries.  Demos continues:  

“the role of government, in the most successful economies, has gone way 
beyond creating the right infrastructure and setting the rules. It is a leading 
agent in achieving the type of innovative breakthroughs that allow 
companies, and economies, to grow, not just by creating the ‘conditions’ that 
enable innovation. Rather the state can proactively create strategy around a 
new high growth area before the potential is understood by the business 
community.” 

 
34. There is an inherent irony in the Government’s roadmap. It simultaneously 

acknowledges the pace of overseas investment in countries such as China and India 
and highlights the potential of the £4 trillion 2015 global market in low carbon goods 
and services. It sets out its desire for UK businesses to take advantage of these 
expanding markets and “exploit comparative advantage”. Yet the roadmap sidesteps 
the fact that countries such as China are streaking ahead in large part because of 
their strategic, strongly interventionist approach.   
 

35. According to Pew, in 2010 China accounted for almost 50 per cent of all 
manufacturing of solar modules and wind turbines. Most of the solar panels were 
destined for the export markets, cementing China’s position as the dominant force in 
the global market for panels; yet the wind turbines were largely used domestically.  
 

36. In 2010 China installed 17 GW of wind power.  Pew notes this is down to single‐
minded determination from the Government, with its “aggressive clean energy 
targets and clear ambition to dominate clean energy manufacturing and power 

 
 



generation”. Compare that to the components in the new London array, where 90 
per cent were manufactured outside the UK14. An extensive review of overseas 
offshore wind development by IPPR concluded that a critical factor in the countries 
studied is a coherent programme of industrial activism, in the form of “tax 
incentives, favourable customs duties, quality certification, R&D support and … local 
content requirements”; and a strong skills base15. 
 

37. The Government honoured some, but by no means all, of the industrial stimulus 
commitments it inherited from the previous Government. Its decision to maintain 
the £60m of funding for ports upgrades to handle offshore wind turbines, the £20m 
grant of support for electric car manufacture at Nissan in Sunderland, and the up to 
£5,000 subsidy for individuals to take‐up electric vehicles are all the kind of kickstart 
that the green economy needs if it is to keep up with, never mind exceed, the 
ambitions of its international competitors. But even the commitments it inherited 
were too scant, and others were not honoured, such as the decision to pull the plug 
on its commitment to finance and support a national roll out of electric charging 
points16.  New announcements, as opposed to restatements of existing 
commitments, have been noticeable by their absence over the past year.   
 

38. Overwhelmingly, the Government’s policies to deliver a green economy are focused 
on price signals, tackling market failures, voluntary agreements, and occasional 
regulation. As Tom Burke has noted,  

“the view that government cannot pick winners and that technology choice 
must be left to the market is deeply entrenched in our political culture… but it 
is equally true that markets are often not very good at picking winners. We 
have just had a brutal wake up call about the dangers of leaving systemic 
risks to be managed by the market in the financial world”17.  

 
39. Recommendation: the Government must produce an industrial policy which does 

more than just set price signals, but directly supports the technologies and 
industries that are critical to the green economy.  

 

 Investing in and supporting skills and job creation nationwide 

 

40. A major study into ‘green jobs’ conducted by the IPPR in March 2009 concluded that 
“without smart government intervention, the UK will struggle to benefit from new 
‘green’ industries and the workforce is unlikely to be equipped with the right skills to 
work in the future low‐carbon economy”18.  
 

41. The Government is fond of presenting big figures for theoretical job creation, but not 
backing up its policies with specific skills and job strategies to make those jobs a 
reality. Chris Huhne has claimed that 70,000 jobs could be created in offshore wind, 
and 250,000 as a result of the Green Deal19.   
 

 
 



42. These are admirable goals, but huge acceleration in progress is needed – for example 
only 4,000‐6,000 people are currently employed in wind in the UK, compared to 
20,000 to 30,000 in Spain, and 80‐85,000 in Germany; the Carbon Trust has 
recommended that the offshore wind industry needs between £100m‐£600m of 
public research, development and deployment investment between now and 2020 
to fully meet this potential growth20. 
 

43. Meanwhile the Government has said that it is aiming for 14 million homes to be 
improved under the Green Deal by 2020. That works out as over 4,000 homes every 
day. The Federation of Small Businesses and Federation of Master Builders have 
called on the Government to pull out the stops to make sure the nearly 200,000 SME 
contractors working in the construction industry are able to help meet what could be 
extraordinary demand21. However the response from the Government has not been 
adequate, committing to funding at 1,000 Green Deal apprenticeships. 
 

44. There is concern that the changes that face the UK economy could mirror those of 
the 1980s, where wholesale upheaval in the UK’s manufacturing and industrial base 
left entire communities desolate, from which many have never fully recovered. That 
cannot happen again. It is vital to the success of the green economy that it reaches 
all parts of the UK. The Government must directly support retraining and re‐skilling 
in areas that may have already experienced, or potentially face, major changes as a 
result of the move to new industries and practices. This must be a core consideration 
of a new skills strategy, and the skills and jobs policies that must now accompany 
every major policy designed to speed the green transition.  
 

45. Recommendation: Government must complete the work of its predecessors and 
produce a green jobs and skills strategy, including providing necessary state 
funding to support skills academies and training (and retraining) programmes 
nationwide.  

 

 Procurement  

46. The Roadmap is disappointing in its analysis of the broader and longer‐term 
economic impacts that Government procurement can have. It is clear that “value for 
money” is the driving factor in awarding procurement contracts. Although this is an 
important consideration its overriding primacy can place low‐carbon industry in the 
UK at a further disadvantage compared with international competitors who have had 
greater and more sympathetic policy support from their own Governments in 
previous years. 
 

47. A relevant example is the Government’s recent decision to award the £1.4bn 
contract to build trains for the revamped Thameslink project not to UK‐based 
Bombardier, but instead to Siemens of Germany. It was a decision taken, said the 
Prime Minister, simply because Siemens’s bid was cheaper. As a more or less direct 
result, it was announced in August 2011 that the Bombardier factory is to close. As a 
welder at the factory said, “they've just gone for the bottom line rather than the 
bigger picture ‐ what this could mean for the whole country and industry"22.  

 
 



 
48. The Government’s claims that it is bound by EU procurement rules are disputed by 

the union, Unite, whose spokesman claimed that  
"I don't know of any procurement that's been in France or Germany that has 
gone to any other company other than the indigenous rail manufacturers in 
their countries. So if they're playing by the same rules that we are, or at least 
we're professing to play by the same rules, then something else has gone 
wrong and it's no good the government saying they can't do anything about 
it"23.  
 

49. Recommendation: The Government must use its procurement muscle to, firstly, 
invest in low‐carbon products and services, and secondly, to support UK industries. 

 

Policy robustness and stability  

 

50. Friends of the Earth has broadly welcomed the principle of virtually all of the 
individual policies that are set out  in the ‘roadmap’. However too often the top line 
ambition and rhetoric of the policies is not being honoured by the substance of the 
policies themselves.  
 

51. The UK’s Climate Change Act set a framework from which suitably ambitious policies 
are intended to flow. Yet the Committee on Climate Change has repeatedly warned 
that a “step change” in Government efforts is needed to meet even the first three 
carbon budgets, let alone the fourth. Policies must be strong enough to keep up with 
the increases in carbon reduction and resource efficiency that are needed. Some 
major policy areas are:  
 

a.  Energy Intensive Industries 

52. The Government is concerned about the potential impact of its climate change 
policies on energy intensive industries (EIIs) and will outline a package of measures 
to support them later in the year. Industries such as steel, cement and ceramics will 
be vital for low‐carbon manufacturing and it is right that the Government acts if 
there is a real danger of industry suffering in the UK. However there is simply as yet 
no compelling evidence base to suggest that climate change policies are threatening 
the competitiveness of EIIs in the UK. Indeed a preliminary study by DECC in July 
2011 concluded that it is the rising costs of fossil fuels that are overwhelmingly 
pushing up energy prices (for domestic and industrial consumers alike).  It is 
revealing that the first of 13 recommendations from the Confederation of British 
Industry was to actually develop an evidence base24. It is correct to help all 
industries through the low carbon transition, but until and unless there is concrete 
evidence that climate change policies themselves will cause an exodus of UK 
industry, the Government should reject the watering down of these policies to 
appease the energy intensive – or indeed any – sector. A stable policy environment is 

 
 



critical to the transition to a green economy, and fundamental to investor 
confidence.  
 

b.   Feed‐in‐tariffs 

53. Strong policy design can kick‐start major new industries. According to Pew, in 2010, 
88 per cent of Germany’s $41 billion investments in clean energy were in solar 
technology, almost all of which were “directed to small‐scale projects” on rooftops.  
Pew accords Germany’s high production and usage of solar panels to its “long history 
of using feed‐in tariffs to propel investments”.  
   

54. Contrast that to the UK, where the Government’s constant and disastrous tinkering 
with the Feed in Tariff (FIT) for decentralised energy has appalled the nascent and 
vulnerable renewables industry. The decision earlier in 2011 to slash the FIT for 
projects larger than 50kw – ostensibly to limit the spread of ‘solar farms’ – is in 
practice likely to also end investment projects in schools, communities, and hospitals 
and set back growth in the industry , and indeed has already done so.  
 

55. The renewables industry heavily criticized the Government’s move not just in terms 
of its impact on vital green energy schemes but also job creation, retention and skills 
development in the UK’s renewables industry. For example, Andrew Lee of Sharp 
Solar has said:  

a. “the announcement effectively destroys the solar industry for installations 
above 50kw… this is terrible news for the renewable energy sector – the steep 
rise in job creation will stop and morale within the industry will drop as a 
result of this remarkable u‐turn.”25   

 
56. It is now essential that the Government uses its comprehensive review of the 

scheme to give the industry certainty and stability and bring back a level of 
investor confidence.  
 

57. However, the current framework of the review is not set up to deliver this.  The aim 
of the review is to keep the total spending of the scheme within a financial cap that 
the Government placed on the scheme during the course of the CSR. As such Friends 
of the Earth is fearful that, like the fast‐track review, levels of support for 
technologies will be set in an arbitrary fashion, rather than on what the policy is 
trying to achieve. The timing of the review is also looking to be problematic. A key 
concern of the fast‐track review was that the date that new levels of reduced 
support began was within a very short period of time after the announcement, 
which in effect meant because of development timelines that projects already begun 
have become unviable and unable to go ahead. The new levels of support following 
the comprehensive review of all technologies and scales under the scheme are due 
to start on April 1st 2011, but the proposed levels of support have not yet been 
announced, with the consultation originally due in June now delayed until 
October. The industry is effectively in hiatus in the meantime. 
 

c.    Green Investment Bank 

 
 



58. Securing major tranches of investment is an integral part of delivering a green 
economy. Friends of the Earth was one of the leading organizations calling for the 
creation of the Green Investment Bank, and its progress is welcome. We have 
commended the Government for committing to enshrine the Bank in legislation and 
that it will, eventually, have full and independent borrowing powers and that it will 
be able to borrow from the capital markets. But as the EAC has itself pointed out, it 
is unacceptable that the Bank is to be prevented from borrowing until the deficit has 
been eliminated in, optimistically, 2015/16 at the earliest. Until then it is a 
hamstrung quasi‐Bank which underlines the corrosive influence of short‐termist 
Treasury thinking over taking the bold decisions that are needed. To delay lending 
the Bank misses the point – it can and must play a central role in helping kickstart 
the very economic recovery the Government needs to get the deficit under control.  
Institutional investors the UKSIF, representing assets of over £500 billion, gave 
evidence to the EAC that linking the Bank's borrowing to progress on the deficit 
"does not give investors the certainty they need".  
 

59. The Bank must be permitted to borrow from the capital markets as soon as it starts  
operating, and swiftly enshrined in legislation.  

 

d.    Electricity Market Reform and the Carbon Floor Price 

 

60. The proposals in the Electricity Market Reform White Paper and the related Carbon 
Floor Price set out in this year’s Budget, are flawed and look set to be a major missed 
opportunity. The Government expects its plans to bring forward £110 billion in 
investment in new infrastructure. Friends of the Earth agrees that this investment is 
urgently needed and that the current structure of and incentives for the electricity 
market is wholly unsuitable to deliver it. But the Government’s plans aren’t the 
groundbreaking shift that is really needed.  

 
61. The EMR proposals: 

 

‐ Do not set out a clear target for the decarbonisation of the electricity sector. 
This conflicts with the recommendation of the Committee on Climate Change 
that the aim should be to reduce average emissions to around 50 gCO2/kWh 
by 2030 ‐ a target which is in the CCC’s view consistent with the  “absolute 
minimum” effort needed to keep on track towards the UK’s legally binding 80 
per cent by 2050 emissions reduction target.  
The Government must adopt the target recommended by the CCC if it is 
serious about meeting its obligations under the Climate Change Act.  
 

‐ Are too heavily focused on building new generating plant, rather than cutting 
the need for them through ramping up energy efficiency, smart grids, storage 
and connections with other European countries. Energy security is at least as 
much about needing to generate less energy than where the energy itself 
comes from. The demand side, including overall demand reduction and 

 
 



strategies for  tackling peak capacity, including demand‐side response, 
storage and interconnection, must be placed on an equal footing across the 
EMR proposals, not merely mentioned in the context of the capacity 
mechanism.   
Consideration must be given to how demand management and reduction 
can participate in the long‐term contracts available under the Feed‐in Tariff 
arrangements. 
 

‐ Will promote investment in new nuclear and gas power stations, at the 
expense of renewables.  Gas is less polluting than coal, but it is still very high‐
carbon. Nuclear power has unresolved issues with disposal of its waste, and is 
an unnecessary risk. It is our view that the future energy mix can and should 
be based primarily on renewables, with no room for new nuclear power 
stations or additional gas to that already under construction or consented.  
The Government must set an ambitious target for renewable energy 
beyond 2020, abandon its wide range of proposals for nuclear subsidy 
(including the eligibility of nuclear for any new Feed in Tariff), and tighten 
both its proposed Emissions Performance Standard, and the recently 
adopted National Policy Statements to prevent a new dash for gas. 

 

62. Meanwhile the Carbon Floor Price: 
‐ will not by itself stimulate investment in low‐carbon technology. The low 

starting price makes it ineffective in the short term, and due to the need to 
raise the rate at each Budget, it is subject to considerable political risk in the 
long term. Without redirecting the revenue towards domestic energy 
efficiency measures (see below) or incentives for greener business practices, 
it represents an exceptionally expensive way of cutting carbon (if it does so at 
all) and is likely to further erode the public image of ‘green taxation’.  

‐ Delivers a windfall gain of up to £1 billion for existing nuclear (and 
renewable) plants between 2013 and 2026; this should be captured for the 
public through an additional tax on nuclear and affected renewable 
operators.  

 

e.    Energy Efficiency / the Green Deal 

 
63. The Green Deal will help many people and businesses make energy efficiency 

improvements to their properties. But the Green Deal is very unlikely to be a 
genuinely revolutionary programme. Research suggests that the interest rates which 
are likely to be attached to the scheme are going to be unattractive to consumers. 
Even with widespread take‐up, the fundamental mechanics of the Green Deal – the 
‘Golden Rule’, whereby all energy efficiency measures must pay for themselves over 
the period of the loan – mean that the Green Deal will not be able to deliver the kind 
of comprehensive, whole‐building retrofits needed to safeguard householders and 
businesses from looming energy prices and the rising scandal of fuel poverty26.   

 
 



 
 

64. More funding for energy efficiency is needed. The new Energy Company Obligation, 
which is intended to reach the parts that the Green Deal cannot, in particular the 
fuel poor, is going to be spread too thinly and its size is limited by the fact that it 
ultimately ends up on bills. A solution is to redirect environmental taxation coming 
into the Treasury via EU ETS auction receipts and the Carbon Price Support to 
bolster support for energy efficiency funding. The EAC was clear on this notion in its 
report on green taxation (June 2011).  
 

f.    Local economies 

 
65. A green economy will not just be a national phenomenon. All local areas must centre 

around flourishing low‐carbon, resource‐efficient and sustainable economies. Yet 
local authorities are not, in general, doing enough to play their part in the transition 
to a green economy. Trailblazers aside, the combination of brutal funding cuts from 
Whitehall and the lack of a statutory framework means carbon reduction and 
resource efficiency is simply not on most councils’ priority lists. A survey conducted 
by Friends of the Earth in early 2011 showed that fewer than a third of councils have 
any kind of medium‐term (2015‐2035) carbon reduction target, and most of those 
are far lower than the level of ambition needed. The roadmap places heavy 
emphasis on voluntary agreements, describing them as the Government’s preferred 
way to get things done, yet the lack of comprehensive progress in local carbon 
reduction is evidence of where a voluntary approach has failed. All local authorities 
should be required to produce climate change strategies for their local areas within 
the Energy Bill – or there is a deep risk that whole areas of the UK will simply not 
be part of the national push for green employment, skills and industry.   
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Written evidence submitted by the Aldersgate Group 
 

 
Aldersgate Group (AG) 
 
The AG is an alliance of leaders from business, politics and society that drives action for 
a sustainable economy. The views expressed in this document can only be attributed to 
the AG and not individual members.  
 
Summary 
 
• A flat lining UK economy, rising unemployment and dramatic falls in the FTSE have 

led to renewed calls to accelerate the shift to a green economy. 
• How each nation addresses the challenges of a resource constrained world will 

increasingly determine its future economic competitiveness. Economies must be 
transformed to provide rising prosperity to citizens, strengthening new growth sectors 
and modernising traditional sectors. 

• An effective transition to a sustainable economy will lead to economic value and 
investment being more secure and less vulnerable to resource price shocks and 
market speculation. This will boost the economic recovery, create jobs, increase 
resource security and help make Britain more globally competitive, as well as 
meeting other government objectives of local regeneration and enhancing high-tech 
manufacturing.  

• This does not need to be achieved through a major injection of public spending but 
will require more active government intervention to stimulate private sector 
investment in the short-term that will maximise returns in the long-term.  

• The Government should implement a comprehensive green growth strategy that will 
mobilise private capital at scale to invest in green infrastructure and employ a low 
carbon army to design and develop low carbon systems and retrofit the UK’s homes 
and businesses. 

• The UK is losing momentum in the green economy race and there is only a small 
window of opportunity to assert leadership in the years ahead. 
 

(a) Outcomes and Monitoring Progress 
• The AG welcomes the broad definition and outcomes of the Government’s vision for 

a green economy, set out in Enabling the Transition to a Green Economy (ETGE) but 
this should be developed with reference to increasing natural capital, the impact on 
employment and the social aspects of sustainable development.  

• Measurable benchmarks should be consistent with this broad scope rather than the 
narrow target of increasing low carbon investment in the Plan for Growth.  

• The number of green jobs should not be a green economy indicator as it is complex 
to define and the ambition is for all jobs to be green.  

 
(b) Barriers  
• There are a number of market or system failures that are holding back the transition 

to a green economy, including prices, finance, taxation, skills, innovation, 
procurement and planning.  

• These must be addressed by more accurately pricing environmental externalities, an 
ambitious Green Investment Bank with the power to borrow as soon as possible, a 
significant shift towards green taxation, the implementation of a comprehensive skills 

 



  

strategy, maintaining public expenditure on R&D, greening public procurement and 
further reform of the planning system.  

 
(c) A New Approach  
• Three priorities for the implementation of a new approach that will be required to 

deliver a green economy are:  
(i) Implementing fully environmental costs and benefits into decision making; 
(ii) Enduring political and regulatory interventions to drive jobs and growth; 
(iii) Streamlining domestic carbon prices and programmes to provide clearer 

signals and reduce complexity.  
 
(d) Enabling the Transition to a Green Economy (ETGE)  
• ETGE provides a coherent vision for a green economy.  
• However, there are no new policy announcements despite the fact that this will be 

essential to turn the vision into reality. 
• ETGE has been somewhat undermined by a lack of clarity on what it is trying to 

achieve. It is a useful source of information but will not boost confidence in policy 
certainty, which is dependent on actions rather than raising awareness of policy.  

• Communications should be improved, such as the development of a modern, multi-
media website with the latest developments on the green economy and job creation. 

• The ultimate test of ETGE is whether its vision for a green economy is driven right 
from the top of Government with radical new policies to ensure that British 
businesses pull ahead of international competitors. 

 
(e) Priority Areas and Sectors 
• The highest priority for action is the implementation of robust environmental policy 

across the whole economy. The Government’s vision for a green economy needs to 
be reflected in all policies across Whitehall with greater recognition of the role of 
regulation to drive new markets and stimulate innovation. 

• The lack of an explicit greening element to the sectoral growth reviews (including 
advanced manufacturing, ICT, construction and tourism) in the Plan for Growth 
demonstrates a lack of a joined-up approach. 

 
(f) The Role of Consumers, Businesses, NGOs and International Bodies 
• A key responsibility for Government and business is to help consumers make more 

informed decisions.  
• To enable this, there has to be greater transparency and accountability of the 

environmental impact of an organisation, product and/or service, including the 
introduction of mandatory carbon reporting. 

 
(g) Best Practice from Abroad  
• The UK is losing ground in the green economy race and policy uncertainty is 

damaging investor confidence. 
• It is important to monitor developments abroad to learn from the experience of others 

and adopt successful green economy strategies. Best practice examples can be 
found in China, India, United States, South Korea, Germany and elsewhere.  
 

(h) Delivering Globally  
• The UK should seek to enhance its strategic exchange programmes with key 

partners and make sustainable growth a central element of bilateral relations. 

 



  

• The UK must show leadership at RIO+20 which must ensure greater progress 
towards a green economy at the global level and governance arrangements are put 
in place for sustainable development. 

 
 
AG Response  
 

1. A flat lining UK economy, rising unemployment and dramatic falls in the FTSE have led 
to renewed calls to accelerate the shift to a green economy. An effective transition will 
lead to economic value and investment being more secure and less vulnerable to 
resource price shocks and market speculation. This will boost the economic recovery, 
create jobs, increase resource security and help make Britain more globally competitive, 
as well as meeting other government objectives of local regeneration and enhancing 
high-tech manufacturing. This does not need to be achieved through a major injection of 
public spending but will require more active government intervention. The Government 
should implement a comprehensive green growth strategy that will mobilise private 
capital at scale to invest in green infrastructure and employ a low carbon army to design 
and develop low carbon systems and retrofit the UK’s homes and businesses. 
 

2. On the 1st March 2011, the AG launched a report entitled “Greening the Economy: A 
strategy for growth, jobs and success” which sets out what a comprehensive green 
growth strategy should encompass. The UK is losing momentum in the green economy 
race and there is only a small window of opportunity to assert leadership in the years 
ahead. A strong regulatory and fiscal framework will be vital for success, combined with 
a concerted push to get behind those sectors that have competitive advantages.  
 
Background  
 

3. Greening the Economy argues that how each nation addresses the challenges of a 
resource constrained world will increasingly determine its future economic 
competitiveness. Economies must be transformed to provide rising prosperity to citizens, 
strengthening new growth sectors and modernising traditional sectors. UK policy should 
focus on three core elements: building a globally competitive green economy, stimulating 
export growth and attracting inward investment from foreign based firms. 
 

4. Policies to enable the transition to a sustainable economy will generally require 
investment in the short term to maximise returns in the long term. Not only is the scale of 
the task enormous and the timetable challenging, but the pressure on public finance is 
considerable. Nonetheless early mover advantage is essential to drive success and a 
number of interventions have the potential to raise significant funds for the public purse. 
 

5. The world is engaged in a green economy race and acting early will ensure that the UK 
is well positioned to attract global investment, stimulating job creation and export growth. 
While the UK’s economy has strong green foundations on which to build, it is rapidly 
losing ground to developing nations and other competitors. This trend is directly related 
to aggressive regulatory and fiscal policy packages that other countries are putting into 
place, not least China’s new Five Year Plan that seeks to underpin a ‘clean revolution’ in 
its economic development and India’s National Action Plan on Climate Change that is 
projected to stimulate US$1 trillion of investment over the next decade. 
 

 



  

6. To lay the foundations for a more resource efficient and competitive economy, the UK 
needs an intelligent and dynamic policy framework that corrects market failures. 
Otherwise green investments will flow to more attractive markets or develop at too slow a 
pace. The most effective policies will provide as much certainty as possible by being: 

• Credible. Legal, enforceable, fully deliverable and supported by an 
overarching vision. 

• Consistent. Providing confidence that a policy direction will be maintained, 
implementing progressive, and avoiding retrospective, changes. 

• Bankable. Risk and reward levels are attractive over clear investment 
timeframes, with no shocks to damage early investors. 

 
(a) Outcomes and Monitoring Progress 
 
7. The Government’s vision for a green economy, set out in Enabling the Transition to a 

Green Economy (ETGE), is that it “will maximise value and growth across the whole 
economy, while managing natural assets sustainably”1. This will entail decoupling 
growth and environmental impacts while maintaining the global competitiveness of 
UK industry. It envisages using natural resources more efficiently through optimal 
production processes and waste minimisation; increasing energy and resource 
security; and exploiting comparative advantages for UK industry.  
 

8. The AG has consistently promoted policies aimed at “the whole economy”. Building a 
more competitive economy is not just a question of establishing a flourishing low 
carbon and environmental goods and services (LCEGS) sector. It is also concerned 
with modernising the entire economy and transforming conventional business 
models. As such, the AG welcomes ETGE’s broad definition and outcomes. 
However, the Government should go further. There is no explicit reference to the 
commitment made in the Natural Environment White Paper to “put natural capital at 
the centre of economic thinking economic thinking and at the heart of the way we 
measure economic progress nationally”2. There is also no mention of the impact on 
employment and skills, despite the requirement for a green economy to facilitate a 
smooth and just reallocation of jobs.  
 

9. The Government’s vision for a green economy in ETGE does not include any 
reference to the social aspects of sustainable development. This is not consistent 
with emerging international perspectives, particularly from developing countries. The 
AG recommends that the concept for a green economy in ETGE is more consistent 
with Defra’s definition for a “sustainable economy” which is “building a strong, stable 
and sustainable economy which provides prosperity and opportunities for all, and in 
which environmental and social costs fall on those who impose them (polluter pays), 
and efficient resource use is incentivised.” 

 
10. There is no reference in ETGE to the appropriate tools and indicators to monitor 

progress towards a green economy. However, a measurable benchmark in the Plan 
for Growth which was published alongside the 2011 Budget, is “increased investment 
in low carbon technologies” to meet the Government’s ambitions to encourage 
investment and exports as a route to a more balanced economy. This narrow 
indicator does not capture the Government’s broad definition for a green economy 

                                                 
1 HM Government (August 2011) Enabling the Transition to a Green Economy: Government and business 
working together.  
2 HM Government (June 2011) The Natural Choice: Securing the value of nature. 

 



  

that is set out in ETGE. In terms of low carbon technologies, the target of “increased 
investment” is lacking in ambition. Almost every country in the G20 increased its 
investment in clean energy in 2010 and this trend is forecast to continue over the 
next decade. It is welcome that the Government is also committed “to benchmark the 
UK against the top countries in the world” as this is a relative measure rather than an 
absolute target. It should also seek to go ‘beyond carbon’ by encompassing the 
whole environmental sector. 

 
11. The AG would support a broad set of indicators to benchmark a green economy, as 

set out by the OECD in Towards Green Growth:  
 

“Indicators that measure the ‘green economy’ need to be interpreted carefully. 
Judged simply by the size of industries involved in the production of environmental 
goods and services, today’s ‘green economy’ is relatively small. However, economic 
opportunities, entrepreneurship and innovation in conjunction with green growth can 
arise in all sectors so an assessment based on green industries understates the 
economic importance of environmentally-related activities… 
 
Monitoring progress towards green growth should draw on groups of indicators which 
describe and track changes in: (i) productivity in the use of environmental assets and 
natural resources; (ii) the natural asset base; (iii) the environmental dimensions of 
quality of life; (iv) policy responses and economic opportunities.”3 

 
12. As indicators are developed to measure progress towards a green economy, the AG 

would not support including the number of “green jobs” as a benchmark. There are 
political advantages in claiming that, for example, the UK can expect 100,000 new 
green jobs by 20154, but the previous government classification for a “green job” was 
ill-defined and unhelpfully broad5. In any event the whole notion of “new green jobs” 
fails to take account of the fact that the Government’s ambition is to transform the 
whole economy so that, over time, almost every occupation could be described as 
“green”. The AG believes that there is little advantage in arguing whether a particular 
job is “green”; the aim should be to accomplish a transition that brings widespread 
economic and social benefits. 

 
(b) Barriers  
 
13. There are a number of market or system failures that are holding back the transition 

to a green economy. The Government must examine fully the barriers to growth and 
set out what it will do to address these in a way that is credible, consistent and 
bankable. While each sector will face its own particular set of barriers that need to be 
addressed, the most common barriers across the economy are as follows: 

• Prices; 
• Finance; 
• Taxation; 
• Skills; 
• Innovation; 
• Procurement; and 

                                                 
3 OECD (May 2011) Towards Green Growth.  
4 DECC (2nd November 2010) Press Release: Huhne heralds green homes revolution.  
5 Innovas (March 2010) Low Carbon and Environmental Goods and Services: an industry analysis (update 
for 2008/09).  

 



  

• Planning  
 

Pricing Externalities  
 
14. Current prices are a long way off providing a sufficient incentive for investments at 

the pace and scale required to meet environmental challenges. This can most clearly 
be illustrated by the inadequacy of current policy to create a sufficiently stable, high 
and credible carbon price, primarily through the EU ETS. There should be a 
continued push to reform the EU ETS such that it can provide a stable, and 
predictable price at an appropriate level, thereby making a UK-only carbon price 
support mechanism redundant. 
 

15. In the absence of effective reform at the European level, the AG supports the 
government objective to introduce a carbon floor price to provide more stability to 
domestic carbon prices. Further consideration needs to be given to provide greater 
investor certainty in the trajectory of the floor price, especially as it rises to 2020 and 
beyond. One option would be to distance the price from government control by giving 
the Committee on Climate Change the power to set the floor price, according to 
progress towards meeting the statutory carbon budgets, in a similar way to the 
process by which the Monetary Policy Committee sets interest rates. Another 
mechanism would be if the carbon floor price commitment was embedded with a 
contractual obligation6. As a result of the increase in energy bills, some of the 
revenues from the carbon floor price should be directed to alleviate fuel poverty 
and/or increase take up of the Green Deal. Measures to avoid windfall profits for low 
carbon projects that pre-date this measure should also be considered7. 

 
16. There is also significant scope for carbon prices to be streamlined across the 

regulatory framework to reduce complexity and perverse incentives (see point 34).  
 
17. The current policy framework to drive carbon prices may be developing (with much 

more focus required in terms of lifecycle emissions), but we have only started to 
scratch the surface in terms of accurately pricing other resources. In a world where 
the efficiency of resource use matters more and more, this is critical. The AG’s 
Beyond Carbon report notes that there are significant political and economic 
difficulties in pricing externalities even when we think we understand them, but that 
there are also many externalities which are poorly understood. A major international 
research effort on the economics of ecosystems and biodiversity (TEEB) draws 
attention to the long-term costs and benefits of ecological systems but we are a long 
way from being able to calculate or allocate the external costs accurately.  

 
Finance  
 
                                                 
6 Climate Change Capital (March 2011) The UK Carbon Price Floor: How to enhance its credibility with 
investors. 
7 AG member National Grid notes that whilst it is desirable for investors to have the certainty which the 
carbon price support mechanism would provide, it should not be set substantially above the EU ETS price 
level in order to avoid “exporting” carbon emissions. Electricity is readily transportable and, subject to 
system constraints, can be traded between GB and mainland Europe on essentially an instantaneous basis 
based on spot market prices. This makes electricity generation even more susceptible to carbon leakage than 
other sectors, such as goods manufacture, which may be more restricted by difficulties associated with 
relocation of production. 

 



  

18. The shift to a green economy generally involves higher upfront capital costs and 
lower operating costs. Following the credit crunch, capital and private equity 
investment in environmental sectors has fallen dramatically and long-term finance 
remains scarce. The funding gap between business-as-usual and what is required to 
meet environmental targets is becoming ever more stark, with Ernst & Young 
estimating that the UK funding gap for low carbon technologies alone to 2025 is 
approximately £330–£360 billion8. 

 
19. To address this immense financing challenge, the UK must seek to reduce risks and 

mobilise finance at scale from institutional investors. The government commitment to 
create a Green Investment Bank (GIB) is welcome and the institution must be 
designed to make a transformational impact. In the global green economy race, there 
will be competitive advantage for the countries that are able to cut the costs of 
capital. For example, KfW in Germany has a long track record with many decades’ 
head start. It provided €19.8bn of investment in environment technologies in 2009 – 
up 12.5% on the previous year9. 

 
20. The Government published an Update on Design of the GIB in May with significant 

developments regarding the institution’s structure, mandate, operational 
independence and priority sectors. However, for the institution to address the 
significant financing gaps for green technologies effectively and be at the heart of the 
Government’s growth strategy, it must have the ability to raise funds from capital 
markets as soon as possible. A fully independent, accountable and enduring 
institution must be established in statute in 2012-3 with a clear low carbon investment 
mandate. 

 
Taxation 
 
21. A strong driver for the transition to a sustainable economy is a green tax shift, 

reducing taxes on income and increasing taxes on pollution. An extensive research 
project by the Green Fiscal Commission demonstrates that this will be vital to put the 
UK on a sustainable trajectory; help develop the new industries that will provide 
competitive advantage for the UK in the future; and contribute to restoring UK fiscal 
stability after the recession10. 
 

22. Greening the Economy recommended that the 2011 Budget should be the first to set 
out a clear framework for a far-reaching green tax shift. While this was not 
undertaken, the Chancellor did reaffirm that “green taxes will increase as a proportion 
of our total tax revenues, as we promised.” However, greater ambition is required. 
For example, the Liberal Democrats’ 2010 party conference passed a motion calling 
for the share of receipts to reach 10% by 2014-5 and the Green Fiscal Commission 
recommends a target of 15-20% by 2020.  

 
Skills  
 
23. A crucial component of the transition a green economy is the development of new 

skills. This includes skills in rapidly growing environmental markets (with 
                                                 
8 Ernst & Young (October 2010) Capitalising the Green Investment Bank: Key issues and next steps. 
9 The Climate Bonds Initiative (June 2010) Green Investment Bank: Experiences from France, Germany, 
Spain and a few others. 
10 Green Fiscal Commission (October 2009) The Case for Green Fiscal Reform. 

 



  

requirements for those with a good core education and knowledge in science, 
technology, engineering and maths), building on existing skills and developing the 
‘new’ skills that will be required in all sectors and businesses (such as project 
management and communication skills). Strong evidence suggests that the UK does 
not have the necessary skills to make the transition at the pace required, or the 
training arrangements in place to fill the gap. 

 
24. The measures for “building the right skills” in ETGE, including a ‘skills for a green 

economy’ grouping of Sector Skills Councils, are welcome. However, there is no 
explicit strategy to prioritise the skill needs to drive the transition to a green economy. 
The Government cannot rely on the market to respond to environmental targets at 
the required scale and urgency, and it is vital that all major environmental policies, 
such as the Green Deal and renewable incentives, are accompanied by a 
corresponding skills strategy. An extensive research project by the International 
Labour Office and Cedefop urges Europe’s policy-makers to ensure that their support 
for skills and training matches the focus and ambition of their strategies for promoting 
investment in green innovation and infrastructure. It finds that France is the most 
advanced in this respect with the publication of a mobilisation plan for green jobs11. 
Government funding for up to 1,000 Green Deal apprenticeships in March is a 
positive development but this programme needs to be expanded in order to meet the 
Government ambitions for 100,000 new jobs in home refurbishment by 2015.  

 
Innovation  

 
25. The competitive advantage of the UK in the green economy will depend on 

companies commercialising innovative goods and services and adopting novel 
resource efficient practices. Greening the Economy recommended, in line with 
Committee on Climate Change, that current levels of public expenditure for RD&D in 
environmental sectors should be regarded as a minimum and any cuts would be 
detrimental to the achievement of the UK’s green ambitions. No significant budget 
cuts were announced in the 2011 Budget. However, the AG is concerned that the 
impact of the grant reduction for the Carbon Trust (such as 40% for 2011/12) will 
constrain its support for low carbon technology development and R&D.  
 

Procurement  
 

26. One of the most direct ways that Government could stimulate demand for more 
sustainable goods and services is by exemplary action as the UK’s largest purchaser. 
It is therefore welcome that the Plan for Growth states that the Government will seek 
to leverage “the £236 billion public procurement power to help drive new markets in 
green products and services”. However, there is a significant disconnect between this 
objective and a policy environment where the short-term, lowest cost solution 
dominates. Further clarification is required on how the Government seeks to achieve 
its aim. To date, greening public procurement has been a relatively low priority. 
Practices such as Forward Commitment Procurement (FCP) need to become 
mainstream and objectives in this area will only be achievable if civil servants have 
the relevant skills and in-house expertise by providing more extensive training, real 
opportunities in terms of career progression and strengthening links between the 
public and private sectors through secondments.  
 

                                                 
11 Aldersgate Group (November 2009) Mind the Gap: Skills for the transition to a low carbon economy. 

 



  

27. There also needs to be a change in mindset away from setting minimum 
sustainability standards that leads to incremental change, towards stimulating 
innovation in new goods and services. This will include greater emphasis on 
environmental and social measures and making these the basis for competition 
amongst suppliers – alongside price and quality – rather than a process which 
encourages a ‘lowest common denominator’ approach. The Government should also 
challenge suppliers in certain areas to come up with closed loop solutions by a 
defined year.  

 
Planning  
 
28. In the 2011 Budget, the Chancellor announced that the Government will “introduce a 

new presumption in favour of sustainable development, so that the default answer to 
development is yes”. The presumption is not, however, linked to an appropriate vision 
of sustainable development that seeks to integrate environmental, social and 
economic objectives. Instead, in a radical departure from existing planning policy, the 
need to support economic growth is given clear primacy over social and economic 
objectives, as the purpose of the planning system. If the planning system is to 
continue operating in the wider interests of the public, it must not allow short-term 
economic growth to be at the long-term expense of the environment, society and 
ultimately the economy itself.  
 

29. The draft National Planning Policy Framework (NPPF) states that the purpose of the 
planning system is to “contribute to the achievement of sustainable development”. 
This is weaker than the previous commitment, set out in PPS1, which insisted that 
“development plans should ensure that sustainable development is pursued in an 
integrated manner, in line with the principles for sustainable development set out in 
the UK [Sustainable Development] Strategy.”  The draft NPPF makes no mention of 
these principles and does not recognise the need to respect environmental limits12. 
 

30. The NPPF must also do more to ensure the delivery of low-carbon and renewable 
energy infrastructure. Despite a continuing emphasis in the draft NPPF on the need 
to plan positively for the economy and housing, the language used for low-carbon 
and renewable energy provision is comparatively weak. Either the NPPF needs to 
contain spatially explicit and prescriptive policies that local authorities must adhere to, 
or local authorities must be required to allocate sites for low-carbon and renewable 
energy infrastructure - based on robust evidence of potential capacity. Such evidence 
studies should be carried out jointly between neighbouring authorities and should 
follow the DECC methodology for renewable and low carbon capacity assessment.  

 
(c) A New Approach  

 
31. Three priorities for the implementation of a new approach that will be required to 

deliver a green economy are:  
(i) Implementing fully environmental costs and benefits into decision 

making; 
(ii) Enduring political and regulatory interventions to drive jobs and 

growth; 

                                                 
12 The NPPF also uses 'sustainable development' and 'sustainable economic growth' interchangeably. This 
will cause confuse when implementing the planning system as the two terms are not the same. 

 



  

(iii) Streamlining domestic carbon prices and programmes to provide clearer 
signals and reduce complexity.  

and good resource management requires a combination of price, 
gulation and information to drive behaviour change. After these factors have been 

33. he limitations of current economic modelling is reflected in a recent paper written for 

h do not account appropriately for the range of benefits and costs 
ssociated with low-carbon investment. Such analyses and models, which are 

d with inertia and path-dependency 
whereby policy choices made early on have the potential to lock in infrastructure, 

adically 
alter the state of the economy being modelled.”  

ess. This is despite the fact that the Coalition 
overnment is committed to reducing the cost and volume of regulation on the 

                                                

 
(i) Full environmental costs and benefits  

 
32. One of the biggest challenges in greening the economy is incorporating fully 

environmental costs and benefits into mainstream political and economic decision 
making. There must also be a realisation that pricing alone remains a blunt 
instrument 
re
incorporated, there is rarely a tension between economic growth and the green 
economy.  
 
T
LSE by Lord Stern and others on the basic economics of low carbon growth in the 
UK. It states that:  
 
“It is important to understand what the full, dynamic economic costs, benefits and 
risks (including those of alternative paths) of the transition to low-carbon growth are 
likely to be for the UK. This means recognising the shortcomings and limitations of 
some of the existing economic analyses based on narrow general equilibrium 
modelling, or on models that take a limited view of the nature of innovation and 
learning, and whic
a
sometimes used within government departments, are not an adequate basis for 
decision-making.  
 
In particular, much of the more simplistic general equilibrium modelling does not 
usually reflect four fundamental aspects of the policy problem. These are: the value 
of emission reductions; the potential for efficiencies in energy and other areas to cut 
costs; the scope for learning and innovation; and the value of energy security. They 
also fail to model the complex dynamics associate

steer technological innovation and change perspectives in a way that can r
13

 
(ii) Enduring political and regulatory interventions to drive jobs and growth 
 
34. The transition to a green economy will require government intervention. At the heart 

of economic policy must be the recognition that environmental damage is a market 
failure and prices need to be corrected to provide the right signals and ensure they 
reflect the true cost to society. Effective regulation has a vital role to play in correcting 
market failures and driving innovation, providing the foundations for long-term 
economic growth, jobs and competitiven
G
economy and has introduced a number of measures to achieve this, such as the 
introduction of a “one-in, one-out” rule.  
 

 
13 Mattia Romani, Nicholas Stern and Dimitri Zenghelis (June 2011) The basic economics of low-carbon 
growth in the UK. 

 



  

35. To secure the growth and jobs of the future, the UK requires a systematic and 

 

s a leading agent in 
chieving the type of innovative breakthroughs that allow companies, and 

isk in areas where the private 
ector has been too risk-averse. In a policy environment where the frontiers of the 

led back, that process needs more than ever to be 
nderstood so that it can successfully be replicated. Otherwise we miss an 

nd streamlined in terms of 
programmes and prices.” This is vital for the Government to meet its commitment in 

nd energy 
reporting obligations in a single, mandatory reporting framework (that could be used 

sparent and consistent with 
international reporting requirements. This case has been supported recently by the 

38. The AG’s Greening the Economy report sets out the policy and institutional 

The suite of reports provides a suitable foundation on which the Government can 
                                                

transparent prioritisation of support for specific sectors with competitive advantages. 
A recent report by Demos demonstrates that none of the recent technological 
revolutions happened without the leading role of the state. It finds that:  

“The role of the government, in the most successful economies, has gone way 
beyond creating the right infrastructure and setting the rules. It i
a
economies, to grow, not just by creating the ‘conditions’ that enable innovation. 
Rather the state can proactively create strategy around a new high growth area 
before the potential is understood by the business community…  
 
From the development of aviation, nuclear energy, computers, the internet, the 
biotechnology revolution, nanotechnology and even now in green technology, it is, 
and has been, the state not the private sector that has kick-started and developed the 
engine of growth, because of its willingness to take r
s
state are now being deliberately rol
u
opportunity to build greater prosperity in the future.”14 
 

(iii) Streamlining carbon legislation 
 

36. A key recommendation from the OECD’s 2011 Economic Survey of the UK is that 
“domestic carbon pricing policies need to be harmonised a

ETGE “to ensure that the system of environmental regulation is effective, 
proportionate, coherent, clear and implemented in a way that minimises burdens on 
businesses, in line with the principles of better regulation”. 

 
37. The climate change and energy policy landscape includes what are effectively two 

taxes charged on the energy used in business, the CRC and Climate Change Levy 
(CCL), and the Government recently consulted on the introduction of mandatory 
carbon reporting (which the AG supports). There is significant scope to streamline 
these regulations whilst maintaining revenues for HM Treasury and driving further 
carbon reductions. The Government should seek to harmonise carbon a

to compile an annual public league table), which is tran

CBI, Corporate Leaders Group on Climate Change and Policy Exchange.  
 
(d) Enabling the Transition to a Green Economy (ETGE) 
 

framework required to create the right conditions for the green economy to thrive. A 
strong regulatory and fiscal framework will be vital for success, combined with a 
concerted push to get behind those sectors that have competitive advantages. 
 

39. ETGE is a step in the right direction and provides a clear vision for a green economy. 

 
14 Demos (June 2011) The Entrepeneurial State.  

 



  

rebuild a tarnished image of striving towards being the greenest ever. The content is 
broad and coherent and explains why acting early would be good for business, good 
for the economy and good for the planet. As the title suggest, the emphasis is on 

that all these areas are 
reflected in ETGE and this provides a suitable framework for further action. However, 

bulk of ETGE is published online but a more modern, 
functional, multi-media platform with live updates on the latest developments on the 

 must 
be balanced against the uncertainty caused by continual adjustments to the policy 

een economy becomes mainstream and there is shared responsibility 
for action by all departments. It must be driven right from the top of Government with 

ritish businesses pull ahead of international 
competitors.  

                                                

“government and business working together” and it was informed by open and frank 
dialogue with the business community.  

 
40. The AG’s Greening the Economy report demonstrates that policy development is 

required across the board for a comprehensive green growth strategy to be a 
success, including robust regulation, fiscal measures, enabling innovation, building 
new skills and greening public procurement. It is encouraging 

it does not go far enough. Above all, there are no new policy announcements despite 
the fact that this will be essential to turn the vision into reality. 

 
41. To some extent, ETGE has been undermined by a lack of clarity on what it is trying to 

achieve. If its main objective is to provide greater intelligibility to business on the 
green economy and environmental policy landscape, it can be seen as a useful 
source of information, with the policy timetable being particularly helpful. However, it 
should be noted that the Carbon Plan also provides some of this clarity (for carbon 
related issues only). If its main objective is to inspire businesses and help drive 
collaboration, there needs to be considerable development in its communication 
strategy. It is welcome that the 

green economy and job creation would be preferable to a somewhat stale and 
generic government website.   

 
42. ETGE should be regarded as a failure if its main objective is to increase policy 

certainty and drive investment in the green economy. To enable green growth, 
actions speak louder than words. What matters is the effectiveness and ambition of 
environmental policies rather than raising awareness about them. Much more can be 
done to increase policy certainty, such as designing policies that transcend the 
political cycle (for example, through contractual obligations). As set out in Greening 
the Economy, business confidence is severely undermined by sudden or 
retrospective changes to policies (such as recent adjustments to the CRC recycling 
mechanism and Feed-in Tariff levels). This is reinforced by the CBI which states that 
“while some changes are necessary to ensure the right investment signals, this

mechanisms. The latter can be seriously damaging to confidence across the 
investment chain, making access to finance difficult in some circumstances.”15 

 
43. It was disappointing that ETGE was launched with no media activity and there was 

no endorsement from No.10 or HM Treasury. This is despite the fact that joined-up 
government is a prerequisite for success and ETGE addresses “the whole economy”. 
For example, if procurement and business initiatives are to succeed, the Government 
must set market signals in all that it does and not just from the departments who are 
directly tasked with green policy making. The ultimate test of ETGE is whether its 
vision for a gr

radical new policies to ensure that B

 
15 CBI (April 2011) Risky business: Investing in the UK’s low-carbon infrastructure 

 



  

 
(e) Priority Areas and Dynamic Sectors 
 
44. The highest priority for action is the implementation of robust environmental policy 

across the whole economy. The Government’s vision for a green economy needs to 
be reflected in all policies across Whitehall with greater recognition of the role of 
regulation to drive new markets and stimulate innovation. There is an increasing 
disparity between long-term environmental ambitions and the policies and 
programmes required to meet them, leading to the Committee on Climate Change, 
for example, to repeatedly call for a “step change”16 to address the gap. Furthermore, 

 number of major policy announcements, such as the Plan for Growth and 

ision for a new economic dynamism that seeks 
to create the right framework for business investment. It will drive growth in those 

 of 20% annually ). The Government should address how each of 
the growth sectors can address environmental challenges to drive UK competitive 

f 
easures, such as the commitment for public investment in port infrastructure in the 

                                                

a
introduction of enterprise zones, could incorporate a major greening element without 
significantly changing the overall policy direction or costs.  
 

45. The most effective way to stimulate green investment is on a sectoral basis due to 
the large number of specific barriers and solutions that each sector faces. This will be 
crucial to deliver the Prime Minister’s v

industries where Britain enjoys competitive advantages, making it easier for new 
companies and innovation to flourish. 

 
46. The lack of an explicit greening element to the sectoral growth reviews in the Plan for 

Growth demonstrates a lack of a joined-up approach to accelerate the transition to a 
sustainable economy. For example, the Government could have provided incentives 
to promote innovation for green technologies in advanced manufacturing, strong 
policy frameworks to drive demand for green ICT in the digital and creative industries, 
adopt a number of recommendations from the IGT report by Paul Morrell to drive 
opportunities in low carbon construction and instigate measures to incentivise eco-
tourism (the fastest-growing area of the tourism industry with an estimated increase 
of global spending 17

advantage and ensure that future sectoral growth reviews adopt a greening element 
from the outset.  

 
47. The Government must also ensure that future growth reviews focus both on sectors 

that must play a leading role in the transition to a sustainable economy (such as 
automotive, aerospace, the built environment and farming) and the LCEGS sector 
(such as offshore wind, CCS, wave and tidal technologies and water treatment). It is 
therefore welcome that ETGE published three case studies highlighting how the 
chemicals, food and drink and automotive sectors are responding to the issues of 
moving to a green economy. This needs to be developed into an action plan to drive 
green growth in these sectors and be broadened to include additional sectors. In the 
LCEGS sector, demand-side policy must be matched by the development of the 
supply side. For offshore wind, this includes the explicit development of UK-based 
engineering and construction capacity. A failure to do this effectively over the past 
decade has meant that only 10–20% of the investment for recent UK offshore wind 
projects (such as the London Array and Thanet) has gone to British based firms. It is 
envisaged that benefits for UK firms will be increased through a recent package o
m

 
16 Committee on Climate Change (June 2011) Meeting Carbon Budgets: 3rd Progress Report to Parliament. 
17 Ibid.  

 



  

2010 Spending Review, that has been rewarded by a number of turbine 
manufacturers committing to a UK presence (such as Siemens, Mitsubishi and GE). 

 production 
rocesses; becoming increasingly resource efficient and building resource risks into 

 and product level. Analysis by the Carbon Trust demonstrates that 
the UK is a significant net importer of emissions embodied in trade, and this drives a 

oduction and consumption views of UK emissions 
“responsibility” . 

ses strive to achieve first mover advantages. In the words of 
arack Obama; “nobody in this race is standing still”. The UK must ensure it has the 

ts research also suggests that the market will primarily be driven by 
energy efficiency themes, notably low carbon vehicles such as plug-in hybrid and full 

competitors. After achieving a fifth-place ranking in 2009, it finds that the UK dropped 
out of the top ten in 2010 due to “a high level of uncertainty about the direction of 

 
(f) The Role of Consumers, Businesses, NGOs and International Bodies  
 
48. The Ministerial foreword to ETGE notes “that a green economy will only be achieved 

through working together – through concerted action across Government, but also 
through Government working together with businesses and with civil society”. There 
is a shared responsibility to take action. The potential role for business is set out on 
page 11 and includes investing in greener products, services and
p
future business planning; exploring business models which reduce use of resources 
and carbon emissions; and help articulate demand of future skill needs.  
 

49. A key responsibility for Government and business is to help consumers make more 
informed decisions. To enable this, there has to be greater transparency and 
accountability of the environmental impact of an organisation, product and/or service. 
Regulation has an important role to play, such as the introduction of mandatory 
carbon reporting that will help create a level playing field and ensure companies 
report their carbon emissions in their annual report, open to stakeholder and media 
scrutiny. There must also be greater accountability of lifecycle emissions at the 
national, company

34% difference between pr
18

 
(g) Best Practice from Abroad 
 
50. Green growth is directly related to aggressive regulatory and fiscal policy packages 

that countries are putting into place around the world. The market in 2011 is fiercely 
competitive as busines
B
right policy framework in place to deliver growth, innovation and decent jobs in the 
markets of the future. 
 

51. HSBC predicts that the share of the three largest industrialised low carbon markets 
(EU, USA and Japan) will fall from 60% in 2009 to 53% in 2020, while the share of 
the three leading major emerging markets (China, India and Brazil) will grow from 
25% to 34%. I

electric vehicles that will surpass low carbon power as the major investment 
opportunity19. 

 
52. The UK is losing ground in the green economy race and policy uncertainty is 

damaging investor confidence. A report published by the Pew Charitable Trusts finds 
that clean technology investment plummeted in the UK in 2010 relative to 

                                                 
18 http://www.carbontrust.co.uk/policy-legislation/international-carbon-flows/global-flows/pages/uk.aspx#7 
19 HSBC (September 2010) Sizing the Climate Economy. 

 



  

clean energy policymaking in the country.”20 Similarly, a report by UNEP on global 
trends in renewable investments finds that investment in the UK fell by 73%

21
 to $2.9 

billion due to “policy uncertainty” and changes to the feed-in tariff for PV .  

nges and 
opportunities will vary depending on the context of each individual nation.  

d are likely to need a 
reater proportion of Asian product to remain cost competitive. 

% 
market share) and 10% of the world’s solar panels (currently 5% market share) . 

 
53. It is important to monitor developments abroad to learn from the experience of others 

and adopt successful green economy strategies. However, the challe

 
54. China. Driven by significant public spending, R&D investment, ambitious targets 

(such as the pledge to lower carbon intensity by 40-45% from 2005 levels by 2020 
under the Cancún Agreements of December 2010) and strong incentives and 
regulatory levers, China has transformed itself over the past two decades to a major 
manufacturer of a number of low carbon technologies22. The new Five Year Plan 
(2011-15) seeks to underpin a ‘clean revolution’ in China’s economic development 
over the next decade. By speeding up the cultivation and development of emerging 
strategic industries (including energy saving and environmental protection)23, it aims 
to restructure China’s economy and reshape its industry, improving R&D in science 
and technology, and establishing a resource efficient and environmentally friendly 
society24. Ernst & Young’s analysis of the relative attractiveness of countries for 
renewable energy investments demonstrates that “a new world order is emerging in 
the cleantech sector with China now the clear leader in the global renewables 
market”25. The research finds that manufacturers in the West need to be particularly 
innovative if they are to preserve their share of the market, an
g
 

55. United States. A mixed policy framework (for instance, with no federal carbon policy 
and a patchwork of state renewable energy standards,) means that the United States 
has a comparatively weak clean energy sector given the relative size of its overall 
economy. However, with significant natural and intellectual resources and a strong 
culture of entrepreneurship, a strengthened policy framework could enable the United 
States to regain a leadership role in the coming years26. Around $100 billion of the 
US’s economic recovery package was earmarked for investment in environmental 
technologies, including advanced batteries, plug-in cars, and a smart grid. In the next 
few years, it aims to make 40% of the world’s advanced batteries (currently 2

27

 
56. India. It is estimated that low carbon initiatives in India could result in investments of 

over US$1 trillion over the next decade through the implementation of the National 
Action Plan on Climate Change. This package aims to promote energy efficiency 
(including targets for energy efficiency in large energy-consuming industries and the 
introduction of a trading system for energy-savings certificates), investments in 

                                                 
20 Pew Charitable Trusts (March 2011) Whose Winning the Clean Energy Race?  
21 UNEP (June 2011) Global Trends in Renewable Energy Investment 2011 
22 World Resources Institute (October 2010) Scaling Up Low-carbon Technology Deployment: 
Lessons from China. 
23 The new ‘Magic 7’ industries are energy-saving and environmental protection; next generation 
information technology; bio-technology; high- end manufacturing; new energy; new materials and clean-
energy vehicles 
24 HSBC (October 2010) China’s Next 5-year Plan: What it means for equity markets. 
25 Ernst & Young (November 2010) Renewable Energy Country Attractiveness Indices. 
26 Pew Environment Group (April 2010) Who’s Winning the Clean Energy Race? 
27 The White House (26th May 2010) Remarks by the President on the Economy. 

 



  

renewable technologies (particularly wind and solar), sustainable buildings, water 
efficiency, sustaining the Himalayan ecosystem and reforestation. It has been 
estimated that the Government’s plans to increase industrial and village-level biofuel 

ficant effort to reorient 
and refocus spending on the environment . It aims to increase Korea’s share of 

ng growth is 
forecast. By 2020, the environmental sector is predicted to increase to 500 billion 

 of 220 billion and create one million new jobs32. 

 economy, including through global agreements, EU 
trategies, and other initiatives, and working through the G20 and other forums to 

policy is welcome. This was recently illustrated by agreements with Chinese and 
Indian political and business leaders on low carbon initiatives and exchange 

                                                

production has the potential to create ten million jobs across the country28. 
 
57. South Korea. The five-year ‘green growth’ strategy contains policy goals and targets 

to tackle climate change and enhance energy security, create new engines of growth 
through investment in environmental sectors, and develop ecological infrastructure. 
The commitment to spend 2% of GDP on green investments (such as green 
technologies, resource and material efficiency, renewable energies, sustainable 
transport, green buildings, and ecosystem restoration) is a signi

29

clean tech exports from 2% to 8% of the world total by 201230. 
 
58. Germany. The German Government has acknowledged the need to develop 

strategic industrial policy that will further both Germany’s economic interests and 
environmental goals. It specifically aims to strengthen strategic industries of the 
future, promote innovation, adapt the industrial structure of the economy to ever-
scarcer resources and switch the material base of industry in important fields to 
renewable resources31. Through its leadership over the last few decades, Germany 
has already generated 280,000 jobs in the renewable sector and stro

from the current level
 
(h) Delivering Globally 
 
59. The AG supports the government commitment in ETGE to “promote international 

action to develop a green
s
encourage green growth”.  
 

60. The UK should seek to enhance its strategic exchange programmes with key 
partners and make sustainable growth a central element of bilateral relations. The 
World Resources Institute, for example, demonstrates that the success of Japanese 
and German companies in the wind and power sectors indicates that through joint 
venture, licensing, or joint design, foreign technology providers can benefit from the 
financial resources, manufacturing capacity, and enormous market of many emerging 
economies33. As such, the Prime Minister’s commitment to promote British 
commerce and put international trade at the heart of the UK’s foreign and economic 

 
28 UK-India Business Climate Group (November 2010) UK—India Collaboration for a Prosperous Low 
Carbon Economy: Opportunities, Challenges and Recommendations 
29 UNEP (April 2010) Overview of the Republic of Korea’s National Strategy for Green Growth.  
30 HSBC (September 2010) Sizing the Climate Economy 
31 Jenny Bird and Kate Lawton (October 2009) The Future’s Green: Jobs and the UK low carbon 
transition. 
32 Frank-Walter Steinmeier & Sigmar Gabriel (June 2006) A Growth Strategy for Germany: New jobs 
through investments in energy and environment. 
33 World Resources Institute (October 2010) Scaling Up Low-carbon Technology Deployment: 
Lessons from China. 

 



  

 

                                                

programmes34. National impetus for greater innovation must also be supported at the 
European level35. 

 
61. RIO+20 is an important opportunity to ensure greater progress towards a green 

economy at the global level and governance arrangements are put in place for 
sustainable development. The UK must show leadership and champion success 
stories such as the Climate Change Act, Green Investment Bank and National 
Ecosystem Assessment that will accelerate the transition to a green economy. The 
Prime Minister should attend the conference alongside finance, development and 
environment Ministers.  

 
 
1 September 2011 
 

 
34 Number 10 (25th October 2010) PM’s speech on creating a “new economic dynamism”. 
35 Frank-Walter Steinmeier & Sigmar Gabriel (June 2006) A Growth Strategy for Germany: New jobs through 
investments in energy and environment. 



Supplementary written evidence submitted by the Aldersgate Group 
 
I am writing in response to your request for further information on any policies or 
commitments from Enabling the Transition that were weakened or omitted during the 
process.  
 
From my recollection as a member of the sounding board, it was clear from the outset 
that Enabling the Transition would not include any major new policy commitments 
despite these being fundamental to turn the Government’s vision for a green economy 
into reality. While original drafts were much longer in content, I do not believe that there 
were significant omissions in the final draft.  
 
I am of the view that the policy process suffered from a lack of ambition from the start 
rather then being weakened at the end. Now that Enabling the Transition has been 
published, it must be accompanied by a comprehensive green growth strategy that builds 
on the Government’s green economy framework and drives UK growth, jobs and 
competitiveness. The Green Economy Council should have a central role in helping to 
formulate and deliver such a strategy.   
 
In response to my recommendation to improve the communication strategy of Enabling 
the Transition, the Chair asked me what the document should have been called and I 
said that I would write back to the Committee with a suggestion. I made the point that the 
Government should publish a modern, multimedia website that has the potential to reach 
new audiences in a similar way to the website for the stimulus package in the United 
States (www.recovery.gov). The website could simply be called “The New Economy” with 
the latest developments on news, learning and job opportunities. 
 
I also referenced the green skills consultation that was launched by the previous 
Government, entitled Meeting the Low Carbon Skills Challenge (31st March 2010). For 
your information, I have enclosed both the consultation document and the Aldersgate 
Group response. To my knowledge, there is no longer a Government official with lead 
responsibility for green skills following the recent retirement of Jonathan Mackey (the 
former Assistant Director, Sector Skills, Skills Directorate at BIS) and the lack of a 
Government strategy and expertise in this area is a major barrier to the development of a 
successful green economy.  
 
 
28 September 2011 

http://www.recovery.gov/


Written evidence submitted by the Environmental Industries Commission 
 

1. was  launched  in  1995  to  give  the  UK’s 

environmental technology and services  (ETS)  industry a strong and effective  interface with 

Government.  With  230  Member  companies  EIC  has  grown  to  be  the  largest  trade 

association for the ETS sector in Europe, and enjoys the support of leading politicians from 

all  three  major  parties,  as  well  as  industrialists,  green  NGOs,  environmentalists  and 

academics. 

The  Environmental  Industries  Commission  (EIC) 

 

2. The EIC and its Members work to provide solutions that meet or surpass the environmental 

standards  set  by  Government  legislation,  and  work  in  partnership  with  government  to 

strengthen  the  UK’s  environmental  policy  framework.  This  helps  ensure  that  the 

Government’s stated intentions to put environmental protection at the heart of its plans for 

economic growth are  realised.  In practice,  this  framework ensures  that  the Government’s 

environmental  targets  are met  or  exceeded,  ensuring  that  the  UK  and  its  citizens  enjoy 

measurably cleaner air, water and land.  

 

3. Overall, the UK’s environmental industry (on BIS’s 2009/10 figures) has a turnover of £112 

billion. It exports some £10 billion. Total employment in the UK’s environmental industry 

now  exceeds  900,000  jobs.  This  all  feeds  into  a  £3.2  trillion  global  environmental 

marketplace – there is no reason why the UK can not lead this marketplace. These are not 

insignificant  figures,  and  we  welcome  the  Government’s  stated  determination,  and  the 

Committee’s inquiry, into how to seize this commercial opportunity.   

 

4. The  EIC  has welcomed David  Cameron’s  comments  about  the  business  opportunities  for 

British  companies  within  the  Green  Economy.  However,  there  has  been  increasing 

frustration within  the ETS  industry  at  the  lack of detail,  and engagement of Ministers,  to 

address  certain  concerns  of  the  industry  which  would  help  and  accelerate  green  jobs, 

innovation,  investment and accelerate growth  in the green economy. We have been at the 

forefront of the Green Economy for over 15 years and have had many successes in this time 

in influencing the environmental policy regime. Our Members are at the core of the Green 

Economy – the reality behind the rhetoric, providing environmental solutions to all sectors 

of British industry. The multi‐faceted environmental challenges facing us will impact across 

the whole economy – the green agenda is an all‐encompassing one.    

 



5. We recognise the challenges of the national debt that government departments have had 

to  address,  but  we  also  challenge  the  Government  to  see  the  Green  Economy  as  an 

investment,  not  a  cost.  The  Government  has  the  opportunity  to  drive  a  new  green 

economy in the UK, exploiting the £3 trillion export market in the process. The Coalition’s 

agreed  ‘Programme for Government’ speaks of the need to “promote the green  industries 

that  are  so  essential  for  our  future”,  and  sets  the  ambitious  aim  of  being  the  ‘greenest 

government ever’. The Coalition Government need  to realise  that every pound spent on a 

supportive  policy  for  the  environmental  industry  will  see many more  in  return  through 

investment,  innovation,  and  new  green  jobs.  We  look  forward  to  working  in  close 

partnership with  the Government, and  the Environmental Audit Committee,  to accelerate 

this transition to a Green Economy. 

 

6. To see  this happen successfully,  the Coalition Government’s commitment  to green growth 

now needs to be followed up with policy actions. Only a strong policy framework will see 

our environment protected and  the vast  commercial opportunities exploited  (see annex 

for a more details). This  is where EIC has such an  important role to play – we have  lobbied 

harder  than any other organisation  for  the domestic environmental policy  framework  that 

would secure this huge economic opportunity for the UK. 

 

7. In 2009, George Osborne highlighted the need to “bring to an end the stale argument that 

we have to choose between economic growth and the environment.” This was a welcome 

commitment and must now become the foundation of all future Treasury policy. The range 

of  environmental  challenges we  face  are  a  product  of  the  greatest  and widest‐ranging 

market failure ever seen. When we emit greenhouse gases, or our vehicles emit harmful 

air pollutants, or our factories discharge harmful toxins to our rivers and seas, the market 

does not bear the true cost of the damage caused. The only way to correct this failure is to 

adopt  policies  that  ensure  environmental  damage  is  translated  into  immediate  price 

signals. 

 

8. EIC believe that the only effective way to do this is through active Government intervention 

in  the  economy,  by  providing  a  strong  policy  framework  that  boosts  low  carbon  and 

sustainable  growth  and  puts  an  appropriate  price  on  pollution.  This  ensures  that  the 

Government  harnesses  the  power  of  markets  to  find  effective,  efficient  and  equitable 

responses to the environmental challenges we face.  



 

9. If the Government is to provide the confidence businesses need to invest in environmentally 

friendly  goods  and  services,  it  needs  to  put  in  place  a  long  term,  stable  and  ambitious 

environmental policy framework covering all sectors of the economy – and across the wide 

range  of  environmental  challenges.  EIC  has  long  been  concerned  that  successive 

governments  have  had  a  narrow  understanding  of  the  economic  opportunities  of 

environmental protection  ‐ by  focusing  (perhaps unconsciously) on  ‘low  carbon’  growth 

and not other, equally important, environmental and sustainability issues.  

 

10. This concern, and lack of investor confidence, is further exacerbated by the Government’s 

Red Tape Challenge (RTC). EIC believes that the RTC is a potentially major threat to the UK’s 

environmental  industry, which  lives  and  dies  by the  regulatory  framework  and  for which 

Government  intervention  is a vital  ingredient  in the creation of the environmental markets 

of the future. To this end, we feel it is unclear as to how creating further policy uncertainty 

squares with promoting investor confidence in the environmental goods and services, nor 

with the promotion of green job creation as outlined in the Government’s ‘Plan for Growth’.  

 

11. The Government’s new Roadmap – ‘Enabling the Transition to a Green Economy’ – is a good 

starting  point,  but  now  we  need  to  see  the  implementation  of  a  wide  range  of 

environmental protection policies  that are  long‐term and  stable,  if we are  to provide  the 

necessary confidence of  investors. The Pew Charitable Trusts has reported  in their recent 

document ‘Whose Winning the Clean Energy Race?’ that investment in clean technology in 

the UK has already seen a dramatic drop. Between 2009 – 2010 the UK dropped from fifth 

place in the world, to below the top ten – citing policy uncertainty as a key factor.     

 

12. EIC also believes that there  is a need for strategic thinking by Government with the aim of 

promoting and assisting the whole of the ETS sector. An overall strategic approach to green 

jobs  and  skills  must  address  issues  related  to  water  pollution,  air  quality,  land 

contamination and soil quality, and  the efficient use of  resources. EIC has  lobbied at  the 

highest levels for a new Environmental Industrial Strategy that sets out how the Government 

will support all parts of the environmental sector.  

 

13. EIC’s  2011  Policy  Manifesto  “Driving  Growth  and  Competitiveness  in  the  UK’s  Green 

Economy” (attached  in full as an annex) sets out a series of recommendations for how the 



Government  can become  the  ‘greenest ever’ and establish a world‐leading environmental 

industry in the UK on a sector‐by‐sector basis ‐ with thousands of new businesses, hundreds 

of thousands of new jobs and huge export potential. 

 

14. Whilst  we  would  encourage  you  to  read  the  full  Manifesto,  some  key  actions  the 

Government must take include:  

• Government economists ensuring  that  their  Impact Assessments assess  the economic 

benefits of environmental policies  (in particular,  the  job creation and export potential 

for the UK’s environmental industry). 

• Targeting fiscal and monetary incentives to facilitate investment in green technologies, 

including improving and expanding the Enhanced Capital Allowances scheme for energy 

and water efficiency technologies. 

• Maintaining  the  Land Remediation Relief  to provide greater  incentives  for brownfield 

development. 

• Introducing a National Framework for Brownfield Development with criteria that should 

be  applied  when  procuring  development  projects  on  brownfield  land,  covering:  a) 

insurance, b)  liability, c)  testing of soils and waters and d) the competency of persons 

carrying out remediation. 

• Ensure  the  forthcoming  Water  White  Paper  addresses  OFWAT’s  regulatory  role  to 

prevent  the  “boom and bust”  five‐year  funding cycle of water companies and ensure 

sustainability and employment in the supply chain. 

• Bring  forward proposals  for  the Green  Investment Bank  to have borrowing powers  to 

help facilitate and accelerate private sector investment in environmental innovations. 

• Adopting  a  regulatory  aim  for  “zero  carbon”  for  non‐domestic  buildings  and  a  clear 

trajectory towards achieving “zero carbon” new non‐domestic buildings by 2019. 

• Increasing  the  ambition  of  the  Carbon  Reduction  Commitment  Energy  Efficiency 

Scheme.  

• Redefining  the  waste  agenda  towards  resource  efficiency,  and  immediately  reverse 

funding cuts  for programmes  targeted at  improving  resource efficiency  in business by 

recycling revenues from the landfill tax. 

• Introducing a National Framework of “Low Emission Zones”  ‐ with minimum emission 

standards for on‐and‐off road vehicles  ‐ to support  local authorities  in taking action to 

tackle poor air quality in hotspot problem areas 



• Maintaining  and  enhancing  resource  efficiency  in  all  Government  procurement  and 

implementing a number of mechanisms  to achieve  these outcomes,  to act as a driver 

for the private sector to follow suit. 

 

 

EIC Comments on ‘Enabling the Transition to a Green Economy: Government 

and  Business  Working  Together’  (hereinafter  referred  to  as  the  ‘Green 

Economy Roadmap’) 

 

15. EIC  welcomes  the  publication  of  the  Government’s  new  green  economy  roadmap  – 

“Enabling the Transition to a Green Economy” – and is supportive of the vision it sets out. It 

is a useful document in setting a general framework, and timetable, for the transition of the 

UK’s  economy  to  a  resource‐efficient,  low  carbon,  sustainable  basis  –  and  such  a  vision 

should  help  encourage  British  businesses  to  plan  ahead  to  exploit  the  commercial 

opportunities open to them.  

 

16. However, whilst the intention is admirable, we remain concerned that there is a lack of the 

detail  required  to  create  a  platform  for  the  necessary  investor  confidence.  As  the 

worldwide stock market crisis highlights, investor confidence is crucial. But in order to boost 

investment and  the UK’s  international competitiveness,  the  lack of policy detail within  the 

document is a key concern as it may not produce the levels of investor confidence intended, 

and it is vital that policies are ‘bankable.’  

 

17. The Government needs to agree a set of key, broad‐based, indicators for success – number 

of green  jobs, export  rates, uptake of  resource efficiency, etc – and milestones along  the 

way, perhaps in the form of interim reports.  

 

18. Additionally, there needs to be a  ‘sponsoring unit’ within Whitehall to track this path to 

success. Whilst there are teams monitoring the implementation of individual policies, there 

is no group dedicated to, or tasked with, tracking the ‘bigger picture’. Without this, it will be 

difficult to measure accurately the roadmap’s success.    

 

19. Whilst the Government’s roadmap does make reference to the need for an environmentally‐

skilled workforce, there is no clear strategy how this will be delivered in practice, particularly 



at the rate needed to meet the timely delivery of the Government’s environmental policies 

and targets. We believe  it would be helpful  if key Government environmental policies such 

as the Green Deal, for example, were published alongside a corresponding skills strategy to 

ensure their successful implementation.      

 

20. The  range  of  environmental  challenges  we  face  are,  as  stated  earlier,  a  product  of  the 

greatest and widest‐ranging market failure ever seen. The only way to correct this failure is 

to  adopt  policies  that  ensure  environmental  damage  is  translated  into  immediate  price 

signals.  This will  require  active  Government  intervention  in  the  economy  by  providing  a 

strong  policy  framework  that  boosts  low  carbon  and  sustainable  growth.  The  roadmap, 

however, only makes a fleeting reference to flagship policies like the Green Deal, let alone 

the Waste Strategy and  the Water White Paper. And  the vital need  for  long‐term policy 

certainty  is  undermined,  for  example, by  the  recent  chopping  and  changing  to  the CRC 

Energy Efficiency Scheme and feed‐in tariffs. Put this in the context of the current Red Tape 

Challenge  and  the  Government’s  wider  de‐regulatory  agenda,  and  the  problem  is 

exacerbated.  

 

21. Early drafts of the Roadmap contained some analysis of defined sectors of the economy and 

how they might be expected to relate to the greening economy, but this has disappointingly 

been foregone in the published version. Further detailed policy work is required in order to 

inspire  and  encourage  those  sectors  facing  increased  or  transforming  demand  for  their 

products.  The Government  also  has  a  vested  interest  here  in  ensuring  British  industry  is 

resilient to future environmental changes, and that Britain  is protected from future natural 

resource  scarcity.  Further  policy  instruments will  be  required  to  smooth  volatility  and  to 

ease the senescence of outmoded sectors. 

 

22. HM Treasury has a key role  in  this area. However, EIC was disappointed  that  the  ‘Plan  for 

Growth’,  published  in  tandem with  the  Budget, whilst  breaking  down  the  economy  into 

sectors, did not define the environment or the ‘greening economy’ as one of them. This was 

a  missed  opportunity,  and  one  that  highlighted  a  lack  of  joined‐up  thinking  in  the 

Government’s  approach  to  a  sustainable  economy. We  believe  this must  be  rectified  in 

future growth reviews.  

 



23. One key barrier to investment in the green economy in the water sector, for example, is the 

regulatory  requirement  (through  Ofwat)  that  water  utility  companies  recoup  R&D 

investment within  the  life cycle of  the asset management programme  (AMP)  in which  the 

investment was made. The AMP cycles are five year regulatory periods through which Ofwat 

control  investment  in  water  infrastructure  asset  repair  and  development  and  in 

environmental quality. One  facet of  the  regime  is  that all benefits derived  from any R&D 

investment made from the regulated revenues must be reconciled within the AMP cycle  in 

which  the  investment  is made. Given  the  five  year AMP periodicity  and  that  any  realistic 

R&D programme may well have a 10‐15 time period we face a position in which investment 

in innovation is heavily curtailed. 

 

24. Whilst EIC is supportive of the ‘polluter pays’ principle, however, we believe it is important 

that  polluters  should  not  simply  be  punished  through  fiscal  means  –  Government 

assistance with positive behavioural change  is  just as  important. For example,  if a  ‘green’ 

tax is not set at a high enough rate, large polluters could simply choose to absorb the extra 

cost  into  their expenditure whilst continuing  ‘business as usual’ –  this may be good  in  the 

short‐term  for HM Treasury, but does  little  to  improve  the UK’s  long‐term environmental 

health nor does it directly support investment into green skills and green jobs.  

 

25. The Government therefore also has an obligation to offer carrots for positive behavioural 

change amongst polluters, as well as sticks – perhaps in the form of tax incentives to drive 

the uptake of clean technologies. In this regard, EIC persuaded the previous Government to 

introduce Enhanced Capital Allowances –  and we believe these could be extended further.   

 

26. Such  an  approach  would  require  leadership,  particularly  from  the  Chancellor  of  the 

Exchequer. However, EIC feels that, despite some positive words in opposition, this has not 

yet been  turned  into  reality under  the  current Government. Despite  the Green Economy 

Roadmap being signed off by the Secretaries of State for three Government departments, 

neither HM Treasury nor No 10 were among them.  

 

27. There are, however, other mechanisms beyond  regulation and  taxation  that can drive  the 

transition to a green economy – for example, sustainable public procurement and a greening 

of supply chains.  

 



28. EIC believe  that  the Government should make a clear commitment  to sustainable public 

procurement, with  long‐term  targets  for  improving energy and  resource efficiency  in all 

Government  procurement.  The  Commission  on  Environmental  Markets  and  Economic 

Performance  recently  highlighted,  for  example,  that  “there  is  a  huge  opportunity  for  the 

public  sector  to  amplify  the  role  of  low  carbon  and  other  sustainability  characteristics  in 

products  in  their  purchasing  requirements,  creating  a  credible  market  need  for  these 

features so that business will  invest  in them to gain competitive advantage.” This  is a view 

we support.   

 

29. To  achieve  this  and  therefore  drive  innovation  in  the  UK  environmental  industries,  EIC 

believe  that  the Government  should  adopt  the  following mechanisms  in  all Government 

procurement: 

• The introduction of minimum environmental standards that all companies have to meet 

in order to win public sector procurement contracts. 

• The  introduction of  lowest whole‐life‐cost as a metric within procurement, specifically 

in the buildings, energy and infrastructure sectors. 

• Switching  from  the  specification  of  input‐led  standards  to  output  criteria  and 

performance  with  respect  to  sustainability  targets  for  services,  equipment  and 

technology. 

• Developing  Regional  Procurement Networks  that  register  local  businesses  once  they 

have met procurement  criteria allowing  them  to be pre‐qualified  for and have direct 

access to their local tenders – thus promoting local and sustainable business. 

 

30. The  pressure  that  can  be  brought  throughout  a  supply  chain  to  transform  supply  and 

produce a greener product  should also not be underestimated. One excellent example of 

such  pressure  is  the  Netherlands  CO2 Performance  Ladder  [available  here  in 

English: http://www.skao.nl/index.php?ID=45].  The  ladder  provides  a  framework whereby 

participants benefit from a premium being applied to tenders of up to 10% should they be at 

a higher level on the performance ladder compared with a competitor. Begun within the rail 

sector,  the  performance  ladder  is  now  widely  adopted  throughout  government  and 

municipal  procurement  and  has  enable  deep‐rooted  transformation  through  out  supply 

chains  in  respect of  carbon management  and  reduction.  This has  spawned  investment  in 

new technologies, behavioural change in organisations and substantial cost reductions, and 

http://www.skao.nl/index.php?ID=45


is  the  sort  of  approach  we  would  like  to  see  adopted  in  more  detailed  follow‐up 

documentation that we hope will follow on from the publication of the current Roadmap.  

 

31. Overall,  we  welcome  the  attention  the  Coalition  Government  is  paying  to  the  green 

economy  and  the  publication  of  the  Roadmap  is  an  important  first  step.  However,  the 

document as published presents only an overview of the many and complex aspects of the 

road we need to travel  in order to  fully green our economy.  If we accept  that one major 

challenge  is  that  by  2050  our  carbon  emissions  must  be  reduced  to  80%  of  those  we 

produced in 1990, then our entire economy will require reshaping and substantive planning 

is  urgently  needed  to  achieve  this  outcome.  We  cannot  accept  that  this  document 

represents the sum total of Government’s thinking on these matters, and  look forward to 

immediate further publications and announcements that will show the leadership needed in 

the UK  in order for us to begin to take on the challenges we face and that will  inspire our 

environmental industries to innovate, grow (and export) and meet those same challenges. 

 

32. As previously  stated, we have attached as an annex  to our  response a copy of EIC’s 2011 

Policy Manifesto1, which goes some way  to providing a wider analysis of how  the UK can 

make the transition to a truly green economy, and the policies that are required to get there 

on a sector‐by‐sector basis.  

 

2 September 2011 

                                                 
1 Published separately by the EIC 



Supplementary written evidence submitted by the Environmental Industries Commission 
 
Further  to  the  Environmental  Industries  Commission’s  oral  evidence  to  the  Committee  on  the  14th 
September 2011, we received a request for further information and comment, which we are delighted to 
provide below.   
 
These  comments  complement  EIC’s  two  written  responses  to  Defra’s  Review  of  Ofwat,  which  the 
Committee has had previously.  
 
 
The Committee would welcome an analysis of the impacts of the current investment cycle in the water 
sector, and any thoughts or recommendations for improvement 
 
Regulatory cycle 
 
Since  privatisation  of  the water  industry  in  England  and Wales  in  1989,  the  supply  chain  has  been 
exercised by the cycle of regulation.   Opinion  is split as to whether this  is an  inevitable consequence of 
the  regulatory  regime  itself or whether  it  is more due  to  the water companies’  reaction  to  it.   Similar 
regimes have recently been established in Scotland and Northern Ireland where the determinations are 
now set to coincide. 
 
5 year AMP cycles have driven 5 year behaviour.  Quality and long term asset life is being eroded by the 5 
year cycle and the lack of investment in long term solutions. Solutions are, more often than not, provided 
to get through to the end of the AMP and represent the minimum that must be done in order to achieve 
this.  True whole life costing, and indeed carbon costing, are not taken into account in decision making. 
At a recent straw pole at a British Water meeting only one delegate out of thirty five could say they had 
implemented a whole life cost solution which had entailed a high capital cost.  
 
Ofwat had taken notice of this cycle and introduced the Early Start Programme (ESP) at the start of AMP4 
in an attempt to flatten the profile of expenditure and mitigate its negative impact on the supply chain.  
The  ESP  had  limited  effect  and  was  not  repeated  for  AMP5.   More  recently,  Ofwat  has  paid  little 
attention to the cycle and  its  impact and has expected the water companies and their supply chains to 
manage the situation, thereby failing to recognise that the regulatory regime  is the major cause of the 
cycle and by implication, its impact 
 
It  is  implied  that  if  the  customer  is  to  receive  the  “best deal”,  then  the water  companies need  to be 
supported by adequate and efficient supply chains to enable them to deliver their obligations in a timely 
and sustainable manor.  We would like to see the regulator have an express duty of care for the industry 
supply chain and its wellbeing.  This would help to ensure that the customer gets the “best deal” as well 
as  deliver  additional  benefits  to  the  economy  by  ensuring  that  there  is  a  healthy,  efficient  and 
sustainable supply chain that is able to fulfil its potential in the international market place. 
 
If five year cycles are to be retained, there  is no reason why the water and sewerage cycles cannot be 
staggered so as to level out the effect of having two cycles running at once.  



Capital Expenditure 1989-90 to 2009-10
Source: Ofwat       2009-10 prices

0

1000

2000

3000

4000

5000

6000

1990-91                          1995-96                          2000-01                       2005-06                       2010-11 

AMP1                         AMP2                           AMP3                          AMP4              

£m
Water Service Sewerage service Total Expenditure

 

Table: Water company expenditure in England and Wales since Privatisation. 

 
Impact of Regulatory Cycle 
 
The AMP cycle has had a profound  impact on  resources  since privatisation.   Recent data gathered by 
British Water shows that the number employed at the start of AMP4 in 2005 is 40% less than at the peak 
in 2008.  A similar number of jobs were lost from the supply chain between the peak of AMP4 and its end 
in  2010.    This  would  indicate  that  the  cost  to  be  approximately  £650m  for  AMP4  or  £2.6bn  since 
privatisation and well over £3.25bn before the end of AMP5 in 2015.  This figure does not include hidden 
costs  and  intangibles  such  as  the  cost  to  employers  of  maintaining  facilities  to  accommodate  the 
maximum number of employees rather than the average or the cost to the  industry of knowledge and 
experience  lost when people  leave during  the  regular downturns  that are a  feature of  the  regulatory 
cycle and do not return. 
 
There are also other  indirect costs such as the cost to the economy of supporting 40,000 extra  jobless 
and the human cost and stress to individuals and families brought about by this process. 
 
The cycle also affects innovation.  There is little built into existing regulatory arrangements to encourage 
innovation and there is no allowance for internal R&D.  Innovation is rewarded within an AMP cycle only 
if  a  company  can  out‐perform  its  targets,  but  not  in  the  following  AMP  period.  This  means  that 
innovation  only  benefits  a  company  in  a  short  term  context,  irrespective  of  its  longer‐term  benefits.  
Long‐term  investment  to  improve efficiency  is effectively penalised by  the  shareholder  value  and  the 
asset‐based  return element  in  the  financial  settlement means  that a  company  can  secure a  return by 
adding to its assets. There is no return from innovating, so that new assets are not needed.  
 
 
EIC’s  thoughts  on  the  Government’s  consultation  with  stakeholders  prior  to  the  publication  of 
‘Enabling  the  Transition  to  a  Green  Economy’,  and  specifically  any  policies  or  commitments  put 
forward that were weakened or omitted during that process. 
 
Early drafts of the Green Economy Roadmap (GER) contained detailed analysis of the implications of the 
transition  to  a  green  economy  for  various  identified  sectors  of  our  current  economy.  The  GER  also 
contained policy areas that appear to be missing form the final published version.  
 
The following are examples of policy statements that would  indicate significant government support to 
the  environmental  industries  that  appear  to  be missing  or much  reduced  in  scope  in  the  published 
version. (Bold type included in Government drafts):  
 

“Overly‐prescriptive methods  of  procurement  can  inhibit  the  scope  for  businesses  to 
provide  innovative  solutions.  We  will  continue  to  work  to  improve  procurement 



methodologies,  including outcome‐based approaches and making  it easier for SMEs to 
supply to Government.” 

 
Whereas the published version of the GER contains a document focussed on SME’s, this is a publication 
from Business Link and not a ministerial document. It contains little by way of policy and falls short of the 
commitment of the early GER draft reproduced here. 
 

“There is also scope to improve the sustainability of Government operations. Key areas 
of  action  include  carbon  emissions,  waste  and  water  use.  We  will  increase  the 
sustainability  of  Government  operations,  as  set  out  in  the  Greening  Government 
commitments.” 

 
Government is a huge procurer of goods and services and can exert significant influence on supply chains 
and hence significant economic impact in the environmental sector. The above statement extracted from 
and early draft of  the GER gave some  recognition of  this. The published version makes no mention of 
government influence through procurement:    
 

“The Government is a significant investor in built infrastructure. The Spending Review set 
out  that Government will prioritise economic  infrastructure  that  supports growth and 
the  transition  to  a  low‐carbon  economy,  taking  a  long‐term  approach  to  value  for 
money.  This  will  create  opportunities  for  businesses  who  supply  this  green 
infrastructure.”  

 
The published GER makes mention of the  importance on  infrastructure to the green economy yet  falls 
short  of  the  prioritisation  of  infrastructure  that  supports  growth  as  indicated  in  this  extract  from  an 
earlier draft of the GER. 
 
 
We do hope you find these further comments to be of value to the Committee’s  inquiry, but would of 
course be very happy to provide further information as necessary.  
 
19 October 2011  



 
Written evidence submitted by the Office of the City Remembrancer City of London 

Corporation 
 

 
Introduction 
 
1. The City Corporation welcomes the opportunity to contribute to the Committee’s 

inquiry.  
 

2. In 2006, the City Corporation, along with BP, Forum for the Future, Gresham College 
and Z/Yen Consulting, launched The London Accord, a collaborative research project 
intended to share thinking on climate change mitigation, evaluate opportunities for 
investment and provide a better understanding of the role of public policy in this area. 
The project attracted interest from a wide number of leading City organisations who 
lent their research teams to support the project. The product was a series of papers 
incorporating both the wider agenda (energy security and environmental sustainability) 
as well as specific investment research. Since its launch additional papers have been 
added covering topics as diverse as Genetically Modified Organisms, Food and 
Corporate Social Responsibility. The Accord continues to grow as more organisations 
donate research free of charge, and with over 45 research papers available for 
download. 
 

The nature of barriers preventing the transition to a green economy 
 
3. Recognition that the green economy is merely part of the mainstream economy is a 

good place to start. As long as the market for environmental goods and services is 
labelled differently, it will not be considered part of the mainstream and will not receive 
the support it requires. Fundamentally, the majority of firms operating in a market 
valued at over £100 billion have their roots in more traditional sectors such as light 
engineering, waste management, water management, construction or professional 
services. Many of them are small and medium sized enterprises with much to gain from 
this new growth area.   

 
The approach required to deliver a green economy, and the aspects of the current 
economic model that require development, eliminating and/or new approaches found  
 
4. The primary requirement for the development of a new technological area is the 

development of a policy environment that is transparent in its motivations, long-term in 
its thinking and clear with regards to desired outcomes.  There is also a need to 
eliminate of perverse incentives, such as subsidies and price signals that encourage 
unsustainable behaviour, short-term spending limits which discourage investment in 
sustainable development and inappropriate measures or indicators of success 

 
What tensions might there be between economic growth and the green economy?  
 
5. This question illustrates the mind set which may be acting as a barrier to growth in this 

area. In line with para 3 above, it could be argued that there should be no tension as 
there is no such thing as the “green economy”, there is just the economy.  In 1910 no 
one spoke about the “internal combustion economy”, yet the changes wrought by the 



widespread use of fossil fuels caused a seismic shift in society. The growth in the 
market for “eco-tech” or Environmental Services and Goods (ESG) is directly 
correlated to global macro-economic and demographic/environmental trends. The need 
to address these challenges creates economic opportunity. 

 
Would ‘greening’ the economy deliver the outcomes needed? 
 
6. There are three primary drivers pushing the economy towards consideration this model; 

Energy Costs, Climate Change and the Economic Downturn.  
 

•  The cost of energy will see an inexorable rise over the next decade due to peak 
oil and rising demand. The International Energy Agency projects China's net oil 
imports alone will jump to 13.1 million barrels per day by 2030, up from 3.5 
million barrels per day in 2006. To this end, investment is needed in energy 
generation and supply infrastructure, innovation is required from businesses in 
the field of energy efficient products and services and changes are required in 
public attitudes to energy consumption . The scale of the investment required to 
meet UK climate change and renewable energy targets is unprecedented, with 
estimates of investment required reaching £550 billion between now and 2020. In 
contrast, only £11 billion was invested in Britain’s “dash for gas” during the 
1990s, and that was considered transformational at the time.  

•  Climate change action is enshrined in law, through the Climate Change Act. This 
lays out stringent national targets for reducing greenhouse gas emissions. 
However it is worth noting that the issues of climate change and energy 
efficiency have a very strong synergy with the issue of energy security and over- 
reliance on imported gas and oil. To this end the development of low carbon 
goods and services has the potential to benefit UK exports as the demand for low 
carbon grows in overseas markets such as China.  

•  The issue of the economic downturn is more complex. Developing a Low 
Carbon Economy has become a central feature of rhetoric by politicians across 
the globe. There is a recognition that as the 21st century progresses the world is 
on the threshold of a “post industrial revolution” where technological advances 
will overturn the development paradigms of the 20th century and new types of 
infrastructure, goods and services will replace heavy industry as drivers of 
industrial growth.   
 

7. Environmental pressures – climate change, population growth, resource, food and water 
scarcity, have resulted in a complex set of international, regional and national protocols 
and laws which have opened up new markets for environmental goods and services. 
Developed nations are now increasingly active in these new markets, which is likely to 
determine their economic strengths over the next few decades. 

 
Priorities for action, including those sectors of the economy crucial for creating the 
conditions for a green economy 
 
8. There are a number of areas where targeted action could help facilitate the green 

economy including, as a first step, conducting in depth research to identify where the 
UK is leading and what opportunities there are to support firms. Stringent 
environmental performance standards on new infrastructure development will 
encourage growth in the ESG Sector. One example could be the development of a new 



benchmark based on BREEAM1 for the environmental performance of new buildings 
and infrastructure. 
 

9. Guidance and standards on procurement should be produced for the public sector 
Through their procurement strategies, the public sector can, potentially, play a major 
role in supporting local businesses. The development of a coherent national policy 
framework which mandates the inclusion of carbon emissions within tender 
considerations would enhance the opportunities available to the ESG sector. The 
development of regional Eco-Parks coupled with targeted tax incentives and grants 
could enable ESG SMEs to benefit from clustering effects. In addition, the skills gap in 
the ESG sector needs to be addressed.  Consultation with employers, consumers and 
training providers, combined with links to schemes such as National Apprenticeships 
Skills and training could fill this gap.  

 
10. Currently a number of key sectors within ESG are experiencing very rapid growth. 

These include 
 

•  Eco-tech and engineering    
- Cooling, and  water saving technology 
- Novel materials, photovoltaics, fuel cells and biofuels 
- Carbon capture and storage 
- Renewable energy and energy saving technologies 
- Clean automotive technology 

 
•  Agribusiness and Genetically Modified Organisms (GMOs) – The rising cost 

of energy and scarcity of productive agricultural land has led to a marked increase 
in global food prices. Technologies which enhance crop yields in the face of 
changing climate, new “eco-friendly” pesticides and Genetically Modified 
Organisms have therefore become an increasingly lucrative market. Recent 
changes in policy within the EU have opened the door to GMOs, and the use of 
tank bred GMOs to create plastics and pharmaceuticals is a growing field. 
 

•  Energy and Carbon Management – Rising energy prices, reduced profits and a 
number of current and forthcoming pieces of legislation (European Building 
Energy Performance Directive, Carbon Reduction Commitment) have increased 
the profile of this issue. Organisations with large estates employ energy managers 
(specialist engineers) to manage operations and energy purchasing, smaller 
organisations contract in specialist consultancies. There is also interest in energy 
efficiency and Carbon Avoidance Technologies (CAT).   
 

•  Carbon Finance and Carbon Trading – this is a major strength for the City of 
London and set to increase in importance as the ESG sector expands and 
Australian and Chinese domestic trading systems come are launched. 

 
 
The role of consumers, businesses, non-government organisations, and international 
bodies in delivering, and stimulating demand for, a green economy 

                                                 
1 Building Research Establishment Environmental Assessment Method – an assessment to measure the 
sustainability of new non-domestic buildings in the UK 



 
11. Consumers should be assisted in supporting the low carbon economy through the 

provision of appropriate consumer information on the performance of products. 
Businesses should be encouraged to seek out opportunities within this sector. 
International bodies such as the WTO should agree performance standards for products 
and services.  

 
Whether any models that more closely resemble a green economy exist elsewhere that the 
UK should aspire to 
 
12. Korea is leading the world in pursuing a low carbon future, with significant investment 

across industrial sectors and, despite its consumption of fossil fuels, China is also the 
world’s largest investor in renewable energy. 

 
How the UK’s policies to deliver a green economy relate to actions needed to deliver the 
global green economy (a theme of the June 2012 Rio Summit)  
 
13. The UK is a global trading nation and is regarded as a leader in the field of climate 

change policy. To this end it is essential to ensure that eminence is maintained. 
 
7 September 2011 



Written evidence submitted by Defra, DECC and BIS 

Introduction/Summary 
 

1. We welcome the Committee’s inquiry into the Green Economy. There are strong 

arguments for moving to a green economy and taking action now: to avoid 

burdening our future generations with the costs of early inaction, to help UK 

businesses take advantage of new markets for environmental goods and 

services, and to demonstrate the strong stance the UK is taking internationally to 

reduce carbon and tackle climate change.  According to the Stern Review the 

global costs of climate change could be between 5% and 20% of GDP per 

annum if we fail to act, dwarfing the costs of effective international action, 

estimated at around 1% of GDP in 2050. In addition the net costs of mitigation in 

the short to medium term will be higher if global action is delayed or if there is 

uncertainty about the investment and changes in behaviour needed to make the 

transition. 

2. This Government has taken strong action to facilitate the transition to a green 

economy. Initiatives delivered and in the pipeline, such as the Green Investment 

Bank, Electricity Market Reform, Renewable Heat Incentive, the Green Deal and 

provisions in the Natural Environment White Paper, are part of a broad 

programme of work which will drive the transition and ensure the UK is well 

placed to take the opportunities created and is prepared for the challenges. This 

all part of wider work Government is doing to put the UK on a path to 

sustainable, long-term economic growth.  

3. This response highlights the Government’s actions and draws on  ‘Enabling the 

Transition to a Green Economy: Government and business working together’ 

(ETGE), a recent publication which aims to help set out the government's 

approach to building the green economy and serves as a tool to inform 

continuing dialogue between government, business and communities. A full list 

of publications used to build this response can be found at Annex A. 

a) The economic, social and environmental outcomes that a green economy should 
aim to deliver, and the appropriate tools and indicators to monitor progress 
towards such outcomes 



4. A green economy is not a sub-set of the economy at large – our whole economy 

needs to be green.  A green economy will maximise value and growth across the 

whole economy, while managing natural assets sustainably. 

5. Our vision is that our green economy of the future will: 

• Grow sustainably and for the long term.  Growth in the economy will be 

achieved and wealth generated while emissions and other negative 

environmental impacts are reduced. Opportunities for green growth will be 

facilitated – including in a growing low-carbon and environmental goods and 

services sector – and the global competitiveness of UK industry maintained.  

• Use natural resources efficiently. Effective demand management and 

efficiency measures for energy and other resources will be used in our 

homes, offices and businesses across the economy. Inputs of materials to 

production processes should be optimised and the level of waste to landfill 

should decrease through greater resource efficiency in production and a 

move towards closed loop production through increased recycling, re-use 

and remanufacture.  New process and products will be required, creating 

new market and job opportunities. 

• Be more resilient. The UK will have a reduced reliance on fossil fuels whilst 

maintaining secure supplies of energy, food and other natural resources. 

The economy will be more resilient and prepared for the implications of a 

greater scarcity of resources, climate change and environmental risks such 

as floods and heat waves. 

• Exploit Comparative Advantages – UK businesses will be well placed to 

take advantage of the expanding markets for greener goods and services.  

6. The Government currently publish Sustainable Development indicators which 

cover sustainable consumption and production, climate change and energy, 

protection of natural resources and, creation of sustainable communities.  

7. We are currently reviewing Sustainable Development Indicators and intend to 

publish these for public consultation at the end of 2011. In developing these 

indicators we will consider which measures can provide the best picture of the 

impact of our production and consumption of goods and services – looking at 



consumption patterns and resource efficiency of business and individuals as 

well as the UK as a whole. 

8. The OECD have conducted some useful work in developing Green Economy 

Indicators published earlier in the year1, this will be a useful resource to draw 

on for future thinking in this area. 

9. We are making significant steps towards developing a green economy, by 

placing the value of natural capital at the heart of decision-making.  The 

Natural Environment White paper (NEWP) sets out actions Government will 

take to achieve this, by accounting for natural capital. A significant new 

commitment is to establish an independent Natural Capital Committee - 

reporting to the Economic Affairs Cabinet Committee, to provide independent 

expert advice on the state of English natural capital. Other commitments 

include working with the Office of National Statistics to fully include natural 

capital within the UK Environmental Accounts with a roadmap published in 

2012 to set out required improvements up to 2020, with early changes to be 

made by 2013.  These accounts will provide a useful tool for understanding 

the interaction between the economy and the environment, both in terms of 

the impact that economic activities have on the environment and the use that 

the economy makes of the environment. 

10. The Measuring National Well-being Programme was launched on 25 

November 2010 with the long-term vision of an accepted and trusted set of 

National Statistics, which people turn to first to understand and monitor 

national well-being. The phrase ‘national well-being’ recognises a need to 

provide wider measures of progress and quality of life than are derived just 

from the national economic accounts. This work is sometimes characterised 

as ‘GDP and beyond’. 

 

 

 

 

                                            
1 OECD: Towards Green Growth: Monitoring Progress – OECD Indicators 



b) The nature of any barriers preventing the transition to a green economy 

11. Government has worked with business to understand the barriers to a green 

economy transition. More detail on these barriers can be found in ETGE’s 

‘unlocking green growth’ annex, but in summary:  

• Appropriateness of infrastructure – this is largely geared towards 

incumbent technologies, which are predominantly based on the use of fossil 

fuels. 

• Ability to access finance – there are significant challenges in accessing 

finance for green investments, such as capital investment in new large 

infrastructure projects and taking technologies from demonstration to 

commercialisation.  

• Availability of necessary skills – the transition to a green economy 
requires a workforce with the right skills. This includes ensuring that the skills 

are in place to help support the growth of new and emerging  low carbon and 

environmental goods and services sectors as well as  those needed to help 

all businesses use natural resources efficiently and sustainably and to be 

resilient to climate change. 

• Investment in innovation – risks related to likelihood of success or the 

potential market size and difficulties in capturing the full value of innovation, 

particularly given that final markets may be initially stimulated by government 

policy, affect the incentives to innovate, and hence may lead to 

underinvestment in innovation for a green economic transition.  

• Information provision – Businesses need information to inform decision 

making on risk, market opportunities and the impact of their activities.  

Employees need information on the skills needs, and job opportunities 

available, in the green economy.  And consumers need information on how 

to change their behaviours and to inform choices. Government needs to both 

receive and supply information on environmental impacts and performance 

measures. 

• Wider context - In the absence of international cooperation to mitigate 

climate change, or if the UK moves quicker than other countries, there could 



be significant adverse competitiveness effects on some UK industries.  That 

could result in ‘carbon leakage’ as UK industries relocate to other countries. 

Conversely, though, it will help international negotiations if the UK can show 

that decarbonising the economy, whilst balancing competitiveness issues 

can work. 

12. There are a broad range of policies in place or under development to address 

these barriers. For example: 

• Large scale reforms of the electricity market will bring forward the 

investment needed to decarbonise electricity generation.  

• The Green Investment Bank will leverage investment in infrastructure 

projects that support growth and environmental objectives.  

• Radical changes to the planning system, including a fast-track planning 

process for major infrastructure applications, will remove several of the 

barriers holding back growth and the green transition.  

• Increased bank lending to businesses, the Business Growth Fund and 

increasing Enterprise Capital Funds will improve access to finance, 

particularly for small and medium sized enterprises.  

• The new National Careers Service, to be launched in April 2012, will 

improve the quality of information, advice and guidance available on 

careers in a green economy.  

• The Low Carbon Innovation Delivery Review (LCIDR) will enhance the 

delivery of public funding support for innovative low carbon technologies 

and a new Offshore Renewable Energy Technology Innovation Centre has 

been announced. 

•  A package of measures will be announced before the end of the year for 

those energy intensive industries whose international competitiveness will 

be most affected by our energy and climate policies. This package will help 

these industries adjust to the transition to a green economy.  

 



c) The approach required to deliver a green economy, and the aspects of the 
current economic model that require development, eliminating and/or new 
approaches found. What tensions might there be between economic growth and 
the green economy? Would ‘greening the economy deliver the outcomes 
needed?  

13. The Government’s Plan for Growth2 makes clear that decarbonising the 

economy provides major opportunities for UK businesses. At the last Budget, the 

Government set out its ambition for increased investment in low-carbon 

technologies and a commitment to benchmark the UK against the top countries 

in the world. In 2009/10 the global market for low-carbon and environmental 

goods and services was estimated to be worth more than £3.2 trillion. The UK 

share of that market was estimated to be worth around £116 billion. With 

average annual growth forecast to be 5% to 2016/17, if we act now to build on 

our situation, UK business can be at the forefront of the transition. 

14. Building on the reforms set out in the Plan for Growth there will be a second 

phase of the Growth Review, as we continue to focus on restoring the 

economy’s health. The growth reviews will work to capture, where appropriate, 

actions that will both enhance growth and help to deliver our environmental 

objectives. 

15. It is clear that the UK is becoming increasingly dependent on imported fossil 

fuels – by 2020 we could  be importing 45-60% of our oil and 70% or more of our 

gas.  At the same time, global energy markets face a number of challenges. 

Demand is likely to increase, potentially leading to supply constraints and volatile 

prices without timely and massive investment in new production. Access to other 

critical natural resources such as water and minerals could also be constrained 

in the future. Global supplies of rare earth elements for example, are dominated 

by China, where recent export restrictions have led to constrained supplies. The 

UK needs to become more resilient to such price variations, develop alternative 

sources of supply, and make more efficient use of natural resources. 

16. The Government recognises that there will be increased costs of some 

resources, and rebalancing of investment and innovation towards green activity.  

                                            
2 The Plan for Growth, March 2011 



As we make the transition, we will need to take into account the distributional 

impacts on certain households and sectors, including for example energy 

intensive industries. 

17. A potential significant challenge for energy intensive businesses will be the 

increased costs as a result of climate change and other environmental policies, 

and from the increased cost of energy. The government recognises the issues 

facing these industries, including the difficulties some face in remaining 

internationally competitive, while driving down domestic greenhouse gas 

emissions. We are taking active steps to help these industries over the transition 

(see below) because the green economy will continue to have and need these 

sectors. 

18. There are actions that can deliver both economic and environmental gains in the 

short-term, such as low cost/no cost energy and resource efficiency measures.  

Evidence from the Carbon Trust includes a finding that a 35% improvement is 

possible in the energy efficiency of UK buildings by 2020, and that this would 

realise over £4bn worth of benefits.  Maximising the opportunities and managing 

the costs of transition to a green economy will require choosing the most efficient 

mix of interventions where the benefits justify the costs, as well as providing a 

robust, credible and long-term policy framework to increase business certainty of 

payback from investment.   

19.  There are a number of different policy tools and approaches that Government 

can use to affect this change and it is important to develop an integrated 

package of interventions if we are to deliver a meaningful effect (see Figure 1 

below).  As a starting point, getting the policy framework right is essential to 

facilitate this transition while minimising costs and other negative impacts to 

businesses. This means outlining, clear long-term objectives, choosing the right 

policy mechanisms, designing policy to work as efficiently as possible and 

highlighting where benefits justify costs.  

 



Figure 1 : ‘4 Es’ model of behaviour change. 
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20. It will also be important to integrate a deep understanding of the motivators 

and barriers to adopting pro-environmental behaviours into our policy 
framework. We have already made some significant steps in this direction 
with documents such as the Framework for Sustainable Lifestyles and the 
substantial evidence base which underpins it, and the efforts to value natural 
capital found in the NEWP. This work will continue and develop our approach 
over time. 
 

21. The response to part ‘e’ below gives further detail on the policies which the 

government is developing across specific policy areas. 

d) The policy and institutional ‘framework’ required to create the right conditions for 
the green economy to thrive, and whether the Government’s forthcoming Green 
Economy Roadmap provides this framework. Does the Roadmap deliver a clear 
vision of the Green Economy?  

22. To invest in new systems, processes and tools, businesses require certainty 

on Government action.  ETGE aims to help set out the Government's 

approach to building the green economy and serves as a tool to inform 

continuing dialogue between government, business and communities. 

Alongside, we have produced a visual timeline for the key policies to drive the 

transition to a green economy and an indication of their direction of travel.  

The timeline will be updated periodically and our progress on many of these 



actions can be tracked through our Carbon Plan which brings together the 

actions across government on climate change. 

23. Government is using a range of policy tools to support the transition. Using 

these tools in the right way that balances encouraging good behaviour and 

discouraging poor environmental outcomes is important for ensuring that 

change happens, that benefits from that change are maximised and costs are 

minimised. These tools  are briefly mentioned here and are discussed in more 

detail in Enabling the Transition to a Green Economy; the overarching 

framework:  

• Fiscal Measures - Fiscal measures, such as environmental taxes, can be 

effective in driving change.  They can, for example, work to discourage 

damaging environmental behaviours (e.g. Climate Change Levy, Landfill tax, 

carbon price floor); incentivise environmentally-friendly products (e.g. 

Vehicle Excise Duty) and energy efficiency (e.g. the Green Deal, Climate 

Change Agreements; Enhanced Capital Allowances).  To support de-

carbonisation of electricity supplies and provide certainty for investors on the 

carbon price, a carbon price floor was announced in Budget 2011. The 

Government will increase the proportion of tax revenue accounted for by 

environmental taxes. Where appropriate, measures will be targeted to 

maximise opportunities for green growth in the UK. 

• Regulation - Regulation has been, and will remain, an important tool in 

managing environmental risks and impacts. It can offer advantages such as 

setting a clear direction of travel and ensuring a level playing field. It is 

important that regulation is only used when there are no better alternatives. 

The principles underpinning the Coalition Government’s approach to 

regulation can be found at:   www.bis.gov.uk/assets/biscore/better-

regulation/docs/r/10-1155-reducing-regulation-made-simple.pdf.  

• Finance - The Green Investment Bank aims to accelerate private sector 

investment in the UK’s transition to a green economy. Its initial remit will be 

to focus on green infrastructure assets and late stage innovation. It is 

intended to achieve significant green impacts and make a financial return. 

Government support and funding for innovation in low carbon technologies is 

http://www.bis.gov.uk/assets/biscore/better-regulation/docs/r/10-1155-reducing-regulation-made-simple.pdf
http://www.bis.gov.uk/assets/biscore/better-regulation/docs/r/10-1155-reducing-regulation-made-simple.pdf


provided by a number of sources, including the Technology Strategy Board, 

the Carbon Trust and the Energy Technologies Institute.   

• Market Reform - In some cases, Government has to fundamentally reform 

the market in order to signal the need for change and give the right 

incentives. For instance, the government White Paper on Electricity Market 

Reform sets out the commitment to transform the UK’s electricity system to 

ensure that our future electricity supply is secure, low-carbon and affordable. 

• International - Many environmental issues, such as climate change and 

biodiversity loss, are global in nature and will need an international 

response. We need a global shift, both to ensure effective joint action and 

also to avoid undermining the competitiveness of UK businesses. 

Government continues to push the EU to move to a 30% target, alongside 

working in international fora such as the G20 and Rio+20 to advance the 

topic of green growth. The FCO will further utilise strong bilateral 

relationships to encourage a greener development path in emerging markets 

and beyond. 

• Voluntary Agreements - A wide range of voluntary agreements have been 

used for different green economy issues, from single, tangible issues (e.g. 

the use of recycled paper content in newspapers) to more complex supply 

chain issues (e.g. the sustainable clothing roadmap). This voluntary 

approach is less burdensome than regulation, and, developed intelligently, 

can achieve positive outcomes freeing businesses and society from 

unnecessary obligations, improving competitiveness and allowing people to 

take greater responsibility for their own lives. 

• Market based instruments can help to establish the right incentives for 

participants. The EU Emissions Trading System places an explicit cap on the 

volume of emissions from ETS sectors and allows trading between 

participants. This incentivises decarbonisation of production, but ensures 

that this occurs where the cost is lowest. The creation of a price for carbon 

through this system is an important part of incentivising wider investment in 

both abatement technology and low carbon generation.  



• Public Procurement and leading by example - The public sector has 

major economic and environmental impacts.  In 2009/10, the public sector 

spent £236bn on goods and services, Government operations used 36 

million m3 of water and resulted in over 296,000 tonnes of waste. Shifting 

public procurement and operations towards greener models can increase the 

market for greener products and services, and provide opportunities for 

businesses. Government is also leading by example via the Greening 

Government Commitments (GGC - announced 28 February 2011), which set 

ambitious goals to drive efficiency and reform in the way we manage our 

estate and reduce our environmental impact. In May 2010 the Government 

set a target to reduce its carbon emissions from its office estate by 10% over 

the next 12 months. A reduction of over 104,000 tonnes of carbon was 

achieved – a saving of nearly 14%.  

• Advice - Access to tailored advice and information about environmental 

impact can make it easier for businesses to green their operations, to 

produce greener products and services, and for consumers to choose them.  

Government has a role in helping to provide some of this information to 

businesses – particularly, for example, on the expected impacts of climate 

change3, resource efficiency4, and resource risks5. Government will continue 

to make simple-to-use information available to business in these areas via its 

expert delivery bodies such as the Waste and Resources Action Programme 

(WRAP) or via its online portal BusinessLink.gov. In addition, from late 2012, 

the Green Deal financing mechanism will also include up front advice on 

measures and behaviours that can help businesses and consumers improve 

their energy efficiency. 

24. We will continue work towards to reform our regulatory frameworks moving 

towards more efficient mixes of instruments to achieve environmental 

outcomes, for example using market-based instruments where possible rather 

than prescriptive regulations. For example a programme of work is underway 

                                            
3 http://www.defra.gov.uk/environment/climate/science 
4 http://www.defra.gov.uk/environment/economy/business-efficiency 
5http://www.defra.gov.uk/environment/economy/business-efficiency 

http://www.defra.gov.uk/environment/climate/science


in Defra6, including much better evidence about the stock of regulation and 

about the effectiveness and efficiency of available policy approaches. 

e) Priorities for action, including those sectors of the economy crucial for creating 
the conditions for a green economy 

25. The ETGE highlights current government action across a range of policy 

areas. This emphasises the fact that a green economy is not a sub-set of the 

economy at large – our whole economy needs to be green.  

26. Some actions are grouped into high level areas in the ETGE. For example, 

the UK climate change and emissions framework looks at the risks and 

opportunities presented by climate change and covers areas such as low 

carbon and renewable energy, greener transport and emissions reduction. 

Policies in this area include removal of energy efficiency barriers under the 

Green Deal, the setting of Carbon Budgets to 2027 and developing a Climate 

Change Risk Assessment, and a wide range of sectors are affected by this 

work. A resource-smart economy covers resource and energy efficiency in a 

green economy, sustainable products and service, water efficiency, waste, 

marine management, agricultural efficiency and biodiversity improvement. 

Policies include movement towards a ‘zero waste’ economy and various 

initiatives to provide advice and encourage voluntary agreements across the 

economy.    

27. We will continue to focus on ensuring businesses realise the benefits of being 

more resource efficient and through that more competitive.  Better 

management of natural resources is a financial and environmental 

opportunity.  Research for Defra estimated UK businesses could save around 

£23bn and 29MtCO2e (about 4% of total emissions) annually by using 

resources more efficiently.   

28. The Renewable Energy Roadmap, meanwhile, which was published on 12 

July (see link in annex), focuses on 8 key technologies which have either the 

greatest potential to help meet the 2020 target in a cost effective and 

sustainable way, or offer the greatest potential for the UK in the decades that 

                                            
6 http://www.defra.gov.uk/corporate/about/how/regulation/ 



follow. The roadmap sets out a comprehensive suite of targeted, practical 

actions to remove barriers and includes an action plan for each of the 8 

technologies which shows estimated changes in capacity and growth rate, 

identified challenges to their deployment and a bespoke package of actions to 

address those challenges. 

29. Work continues to explore the opportunities presented by the transition to a 

green economy and help UK businesses capitalise on these. For example, the 

UK has a strong comparative advantage in traditional environmental goods 

and services, such as recycling and water treatment. Emerging sectors - like 

wind, photovoltaics and carbon finance - are the strongest growth areas, both 

in terms of sales and employment. 

30. As part of the transition to a green economy we need to ensure that energy-

intensive industries remain competitive and that we send a clear message that 

the UK is open for business. There would be no advantage – both for the UK 

economy and in terms of global emissions reductions – in simply forcing UK 

businesses to relocate to other countries where carbon emissions continue 

unabated. 

31. In addition to the measures set out in Budget 2011, we will take steps to 

reduce the impact of government policy on the cost of electricity for energy 

intensive manufacturers whose international competitiveness is most affected 

by our energy and climate change policies and to support EIIs in becoming 

more energy and carbon efficient, where it would be cost effective for them to 

do so. We’re currently working with industry on this and will announce a 

package of measures by the end of the year. 

32. The National Ecosystem Assessment published in June, shows the enormous 

value to the economy of properly managing the natural environment and 

resources beyond the traditional market prices on which they are valued. The 

Natural Environment White Paper published in June set out measures to 

better connect people and nature. Getting there will require better data on the 

value of nature, to which end a business led Ecosystems Taskforce is being 

set up to expand business opportunities for new products and services that 

benefit the economy and environment alike. In addition, a Natural Capital 



Committee will put natural value at the heart of Government’s economic 

thinking. Finally the Government’s Waste Review is driving innovation in the 

waste and recycling sector.  

f) The role of consumers, businesses, non-government organisations, and 
international bodies in delivering, and stimulating demand for, a green economy 

 
33. A green economy will only be achieved through working together – as noted 

already, that means Government working with businesses, consumers and 

with civil society. The commitments in ETGE demonstrate a shared 

responsibility to take action.   

Consumers 

34. The transition to a green economy will depend on the development of and 

demand for greener goods and services across the whole economy. 

Consumer demand will therefore need to adapt and shift towards products 

and services that are greener, more efficient and competitively priced.  Where 

this happens responsive businesses will need to take account of the 

environmental impact of their products, services and sustainable business 

practices at home and abroad. This will apply equally to the whole supply 

chain, and the work Government is doing to facilitate open-source access to 

supply chain impact data (carbon, energy and water initially) will help enable 

this transformation. Therefore, a company will have to consider the practices 

of those with whom it does business (manufacturers, distributors, retailers 

etc.). Increasingly businesses might be held to account by their customers for 

the impact they have on the environment, which has reputational issues for 

businesses. 

35. Our research demonstrates the important role of trusted retailers in 

influencing consumer behaviour and shifting peoples’ willingness to buy and 

use more sustainable products.  Government has published its research, 

synthesised into the Framework for Sustainable Living for advice on best 

practice approaches, and continues to work on a range of partnership projects 

with businesses (including retailers) to stimulate improvements on a range of 

issues.  



36. Measures such as the mass rollout of smart meters will ensure consumers are 

better informed.  Consumers will be provided with near real-time information 

on energy consumption, enabling them to monitor and manage their energy 

consumption, save money and reduce carbon emissions. Bills will be accurate 

and switching between suppliers will be smoother and faster. New products 

and services will be supported in a vibrant, competitive, more efficient market 

in energy and energy management services. Meanwhile the Green Deal and 

Energy Company Obligation (see annex for more details) will create the 

financing mechanisms and support needed to drive investment in energy 

saving measures in our homes and businesses. And the feed in tariffs (FITs) 

scheme has been a success since its launch in April 2010 with over 69,300 

FITs installations registered to date. 

Businesses 

37. There will be both opportunities and challenges from the transition to a green 

economy and businesses will need to adapt to take advantage of benefits and 

manage costs and risks. Impacts will be felt by sectors of the economy in 

different ways and to varying degrees.  And the context of the transition will 

continue to be strong pressures from our international competitors in the 

global economy – competition for investment, market share, new and more 

efficient goods and services, and the natural resources to produce them at a 

price that businesses, consumers and governments are prepared to pay. 

38. Some sectors will see increased demand for goods and services. Some 

sectors will need to transform aspects of their business models  to reduce 

their environmental impact, while others will need to manage potential 

increased input costs or lower or volatile demand.   Some businesses are 

already making significant changes within their supply chains, demonstrating 

a willingness to lead the transformation to a more resource efficient economy. 

Government is working with business to enable change through greater 

access to data on product supply chain impacts, guidance on reporting, and 

facilitating voluntary initiatives (such as the Courtauld Commitment, 

Federation House Commitment and the pilot product roadmaps) to improve 

collaboration and on-the-ground improvements.  Government is also working 



with business on new approaches to business models, and developing pilot 

projects to trial these.  

39. The new Green Investment Bank will facilitate increased and accelerated 

private sector investment in infrastructure projects that support economic 

growth and our environmental objectives, such as offshore wind, industrial 

energy efficiency and commercial and industrial waste as well as growth 

capital for innovative green technologies. And in November 2010, BIS, DECC 

and Defra set up a Green Economy Council providing advice to Government 

on its approach to a green economy. The Council draws on high level 

representation from business and industry. To date the Council has looked at 

the ETGE document and the relationship between energy intensive industries 

and a transition to a green economy.  The Government looks forward to 

continuing dialogue with Council members. 

40. The Renewable Heat Incentive (RHI), meanwhile, is designed to increase 

significantly the level of renewable heat in Great Britain by helping to remove 

the financial barrier currently holding back uptake. The RHI will be launched in 

Phases with Phase 1 aimed at the industrial and commercial sector being 

open for business on 30 September, subject to State Aids. See Annex for link 

to further information on the RHI. 

Civil Society 

41. Social enterprises have a potentially significant role to play in influencing 

consumer demand towards greener goods and services. They have the ability 

to exert influence from within communities, where they are trusted and can 

play an inspirational role. They have the potential to provide the link between 

the wider green economy and the delivery of the Big Society, by acting as 

exemplars for environmentally responsible behaviours at the local level.  

International bodies 

42.  The Green Growth reports from the OECD and UNEP have provided solid 

economic analysis around the transition to a green economy. Sharing 

research and best practise policy initiatives will help expedite progress in 

countries at all levels of development. This work needs to be further 



developed, however, with a particular focus on emerging and developing 

markets for which evidence is currently weak. The establishment of a 

knowledge sharing platform with the OECD, UNEP, World Bank and Green 

Growth Institute will contribute to this agenda.  

g) Whether any models that more closely resemble a green economy exist 
elsewhere that the UK should aspire to 

43. Although the UK is recognised as an international leader in environment 

policy, a wide range of countries have also made significant progress on the 

green growth agenda. Countries as diverse as South Korea, Germany, 

Rwanda, Brazil and China have all committed to green economy targets and 

provided national frameworks for achieving them. Germany and Japan also 

exemplify international best practise in energy efficiency, with some of the 

most efficient manufacturing industries in the world. Wide ranging policies in 

Denmark aimed at securing 100% renewable energy have contributed to the 

growth of successful private sector companies in these areas. The UK should 

continue to engage with our international partners to identify best practise in 

policy making, aimed at reducing the costs necessary to deliver high ambition 

targets and  maximise economic opportunities from the green growth agenda. 

The Rio+20 process offers an opportunity to identify and learn from best 

practice around the world.  

h) How the UK’s policies to deliver a green economy relate to actions needed to 
deliver the global green economy. 

44. There is a strong case for moving the global economy onto a greener footing: 

According to the Stern Review the global costs of climate change could be 

between 5% and 20% of GDP per annum if we fail to act, dwarfing the costs 

of effective international action, estimated at around 1% of GDP in 2050. In 

addition the net costs of mitigation in the short to medium term will be higher if 

global action is delayed or if there is uncertainty about the investment and 

changes in behaviour needed to make the transition. Action by the UK alone 

(which only accounts for around 2% of global emissions) will not be sufficient - 

climate change is a global issue and needs a global response.  



45. We need a global shift to a green economy, both to ensure effective joint 

action and to avoid undermining the competitiveness of UK businesses. The 

EU can play an important role in driving global ambition on the green 

economy and ensuring a level playing field. A developing EU market for green 

goods and services will open up bigger markets for UK businesses, helping to 

promote sustainable growth as well as allowing the EU to leverage its market 

power internationally working in partnership with other economies to promote 

high environmental standards. 

46. The FCO and DFID alongside BIS, DECC and DEFRA continue to work both 

in multilateral fora and through bilateral relationships to try and advance the 

green growth agenda and create the political space for a legally binding global 

deal. If the UK leads by example, it allows us to encourage others to take 

action. Innovative British policy on the green economy, such as the Green 

Investment Bank and the Green Deal, is attracting significant amounts of 

international interest. 

47. FCO efforts in bilateral climate diplomacy on green growth have supported the 

establishment of low carbon zones in China, the introduction of a carbon tax 

in Australia and the development of far reaching green growth targets, with 

Presidential backing, in South Korea. The Government is also active in 

multilateral institutions and fora, working through the OECD, G20 and Rio+20, 

amongst others, to advance the green growth agenda. 

48. The transition presents opportunities for the UK to be a global leader in areas 

of competitive advantage, and to increase exports of greener goods and 

services as global markets expand. Government can help businesses to 

identify and seize opportunities overseas. The UK Government will promote 

international action to develop a green economy, including through global 

agreements, EU strategies, and other initiatives, and working through the G20 

and other forums to encourage green growth.  

49. UKTI is leading a green export campaign which consists of a programme of 

activities that is helping UK companies with green solutions access 

international buyers and investors and boosting the reputation of the UK's low 

carbon capabilities in international markets. New activities include: 



• Low Carbon exhibitions in British Embassies overseas to which we bring UK 

companies to showcase products and services;  

• A green technology roadshow for 109 innovative SMEs to meet overseas 

buyers and commercial officers from 10 international markets at three 

locations across the UK. 

 

50. The Rio+20 meeting will provide an opportunity to tackle action at the global 

level to deliver green growth, Government’s preparations are well under way 

for this meeting and we are actively developing ideas with the EU, 

internationally, with business and civil society. More detail is provided in 

Defra’s response to the Environmental Audit Committee’s inquiry on Rio+20.  
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Written evidence submitted by the TUC 
 
The TUC is the voice of Britain at work. With 58 affiliated unions representing more than six 
million working people from all industries and occupations, we campaign for a fair deal at 
work and for social justice at home and abroad. We negotiate in Europe, and at home build 
links with political parties, business, local communities and wider society. 
 
This response addresses the following questions on which the Committee has invited 
comments: 

1. Green economy: definition, outcomes and indicators: the economic, social and 
environmental outcomes that a green economy should aim to deliver, and the 
appropriate tools and indicators to monitor progress towards such outcomes. 

2. The approach required to deliver a green economy, and the aspects of the current 
economic model that require development, eliminating and/or new approaches to 
be found. What tensions might there be between economic growth and the green 
economy? Would ‘greening’ the economy deliver the outcomes needed? 

3. The nature of any barriers preventing the transition to a green economy. 
4. The policy and institutional ‘framework’ required to create the right conditions for 

the green economy to thrive, and whether the Government’s forthcoming Green 
Economy Roadmap provides this framework. Does the Roadmap deliver a clear 
vision of the green economy? 

5. Priorities for action, including those sectors of the economy crucial for creating the 
conditions for a green economy. 

Summary  

1. A million employees work in the low carbon goods and services sector. With the 
economy stagnating and unemployment at a 17‐year high of 2.6 million, a green 
economic transformation in the UK, and globally, is fundamental to tackling the 
challenge of climate change and boosting long‐term growth.  

2. The TUC believes that stakeholder consultation, policy certainty and clear long term 
direction are vital to securing sustained green economic growth as a key 
contribution to economic recovery. 

Outcomes 

3. A key objective of greening the economy is to help the UK reach its targets under the 
Climate Change Act 2008 and the five‐year Carbon Budgets set by the independent 
Committee on Climate Change (CCC). 

4. Inconsistencies between Government and other data on green jobs show the need 
for better information, the sharing of definitions of green jobs between Government 
and key stakeholders, and better monitoring. Government cannot afford to be 
complacent over its claims of green jobs growth. 

5. The Government should include a stronger workplace focus for energy efficiency in 
which both technology and behavioural change work together. 

6. Securing a Just Transition to a low carbon future is of fundamental concern to the 
TUC and its affiliated unions, involving key stakeholder consultation and investment 
in green jobs and skills. 



7. A key measure of a green economy is employment growth. Whilst the whole 
economy needs to be involved in the green transformation, BIS should closely 
monitor progress in a core of key green industries. 

Barriers 

Finance  

8. The £3bn limit on the Green Investment Bank’s available capital to at least 2015 
restricts its  role in the massive investment required to 2020 and beyond to renew 
our energy infrastructure, unless this limit is relaxed. 

9. Investment finance is needed for smaller employers for technology innovation in 
high using energy sectors, like ceramics.   

Skills 
10. Government leadership is required to take forward the keys themes raised by 

consultees during the low carbon skills consultation: A more flexible and responsive 
skills delivery system; more flexible qualifications; and more support and promotion 
of STEM skills. 
 
Public procurement 

11. “Greening” the UK’s £236m budget for public procurement is not about spending 
more but spending more wisely. 

12. The UK should make full use of the scope for social and environmental clauses in 
Government contracts, in the way that we believe other European countries do. 

Policy and institutional framework 

13. The Green Economy Council (GEC), a 20‐member tripartite body of business and 
trade union representatives, co‐chaired by the respective Secretaries,  to advise on 
how government and industry can work together to support the transition to a low 
carbon economy, represents an important part of the institutional framework to 
drive green economic growth.  

14. The balance of institutional reforms embodying the role of Government and its 
agencies, including at regional and local level, has on balance worked against green 
economic development. 

Priorities for action: sectors 

15. In response to concerns over carbon leakage, the TUC and the Energy Intensive 
Users Group have produced two studies on the energy cost and technology policies 
for these industries, to provide a firm and independent evidence base for policy 
interventions. 

16. An Energy Intensive Industries Task Group of the Green Economy Council is 
examining options for a “policy package” for these industries, including some form 
of relief from carbon costs, and support for low carbon technology innovation. 

17. These industries directly employ some 125,000 people in 2,800 enterprises across 
the UK and many more are employed in their supply chains. Their products and 
services are vital to a domestic low carbon economy. 
 



1.Green economy: definition, outcomes and indicators 

Contribution to economic growth and recovery 
1. The BIS annual market analysisi of the low carbon goods and services sector 

estimates its workforce at just under one million employees. The TUC believes that a 
green economic transformation in the UK, and globally, is fundamental to tackling 
the challenge of climate change. With the economy stagnating and unemployment 
at a 17‐year high of 2,566,000 in the three months to August 2011ii, the green 
economy has much to offer as a growth pathway for the UK. Sales from the UK’s low 
carbon goods and services sectoriii were already worth some £116bn in 2009‐10, an 
increase (before inflation) of 4.3% on the previous year.  

 
2. To thrive, the TUC believes that policy certainty and clear long term direction is as 

important for “green growth” as for any sector of the economy. Whilst we have 
adopted climate change and emissions reductions targets that are specific, 
measurable and verifiable against long term objectives, much of the policy 
framework for a green economy is still work in progress. Moreover, green growth 
has been disadvantaged by recent high level changes of direction – over the Carbon 
Reduction Commitment (CRC), the Renewable Heat Incentive or the Feed‐ in tariff, 
for example.  

 
Environmental outcomes of the green economy 

3. A key objective of greening the economy is to help the UK reach its targets under the 
Climate Change Act 2008 and the five‐year Carbon Budgets set by the independent 
Committee on Climate Change (CCC). The fundamental outcomes that a green 
economy should help deliver are the emissions reductions milestones to 2020 (34%), 
2025 (50%) and 2050 (80%+). 
 

4. Carbon Budgets provide pathways for emissions reductions in three key industrial 
sectors:  

• decarbonised energy supply; 
• transport; and  
• energy efficiency at home and at work.  

 
These sectors stand as clear priorities for Government leadership to realise their full 
potential for green economic growth. 

 
Energy efficiency outcomes 

5. As noted above, energy efficiency is the cross‐cutting priority within the CCC’s 
Carbon Budgets.  Energy efficiency is a challenge for the whole economy, and in this 
respect the TUC welcomes the perspective adopted in the Government’s recent 
report, Enabling the Transition to a Green Economyiv (August 2011), which states 
that: “Our whole economy needs to be green. A green economy will maximise value 
and growth across the whole economy, while managing natural assets sustainably.” 

 
6. The TUC has consistently supported a whole economy policy framework for tackling 

climate change, viewing every job as potentially a “green or greener job”, if 
employers, employees and their trade unions work together towards more 
sustainable ways to produce goods and services. By extension, we would argue that 
every workplace can be a green workplace.  

 



7. This rationale underpins the TUC’s Greenworkplaces projects. Greenworksv, a report 
of the TUC’s GreenWorkplaces Projects for 2008‐2010, describes the work of 13 pilot 
projects in the public and private sectors in enabling resource and energy efficiency 
at work. The projects secured energy and resource efficiencies in a wide range of 
organisations in the public and private sectors through joint union‐management‐
employee initiatives. They are now part of a much wider TUC networkvi of green 
workplace initiatives. 
 

8. The TUC would therefore encourage Government to include a stronger workplace 
focus for energy efficiency in which both technology and behavioural change work 
together. 

 
Just Transition outcomes of a green economy 

9. Securing a Just Transition to a low carbon future is of fundamental concern to the 
TUC and its affiliated unions. As we explained in our recent study, A Green and fair 
Futurevii, Just Transition is about “recognising and planning fairly for the huge 
changes that a genuinely green and sustainable economy will bring. In the past, 
significant periods of economic change and restructuring have often happened in a 
chaotic fashion, leaving ordinary people, families and communities to bear the brunt 
of the transition to new ways of producing wealth.”  

 
10. The notion of ‘Just Transition’ seeks to avoid this kind of injustice. The Just 

Transition principles include: 
• stakeholder consultation ‐ inclusive consultation on changes to the world of 

work  ‐ at all levels, from the workplace to national government, including 
representatives from business, trade unions, local government and 
community bodies; 

• green jobs ‐ investing in the technologies and infrastructure to meet the 
sustainability challenges for a low carbon, resource‐ efficient future;  

• green skills – investing in skills and training programmes, from the 
workplace to national levels, to equip employees with the skills for a low 
carbon, resource‐efficient economy; and 

• respect for labour and human rights in the transformation to a sustainable 
future.  

 
11. Effective dialogue and consultation between government, business and unions is 

essential to secure change through informed consent at the pace and scale required. 
We welcomed the government’s decision in November 2010 to set up a new, high 
level, tripartite body, the Green Economy Council (GEC), with business and trade 
union representation, and co‐chaired by the respective Secretaries of State for 
Business, Energy & Climate Change and the Environment and Rural Affairs (see also 
para. 41, below).  The Council’s remitviii is to advise on how government and industry 
can work together to support the transition to a green, low carbon economy.  

 
Green employment indicators 

12. A key measure of a green economy is employment growth. Whilst we would argue 
that the whole economy needs to be involved in the green transformation, there is 
nonetheless a core of key green industries that characterise a green economy, 
whose progress should be closely and accurately monitored.  

 



13. BIS publishes an annual market analysisix of the UK’s low carbon environmental 
goods and services (LCEGS) sectors which provides a measure of green economic 
growth. Its latest report (2009‐2010) shows the potential of these industries. The 
report takes an inclusive, bottom‐up approach to defining these sectors, covering 
some 2,800 activities in 24 sub‐divisions, from carbon finance and CCS to 
renewables design, manufacture and installation. The report found: 
 

• UK sales in LCEGS products and services grew by 4.3% (before inflation) in 
2009‐2010 on the previous year, to £116.8bn;  

• 51,611 UK‐based companies, a decrease of 1.2% on the previous study; and 
• 914,273 employees, an increase of 0.5%. 

 
14. Enabling the Transition noted that “The global low‐carbon market was worth more 

than £3.2 trillion in 2009/10 and is projected to reach £4 trillion by 2015x as 
economies around the world invest in low‐carbon technologies across a broad range 
of sectors. The UK share of that market is more than £116 billion in 2009/10, but it 
could be much larger.” 

 
15. However, there may be some concern over the accuracy of the BIS data in some sub‐

sectors:  
o UK Wind industry: the BIS study found 91,194 employees in the wind 

industry (page 26), significantly above the figure reported by Renewable UK 
and Energy & Utility Skillsxi (2011),  where the “wind energy workforce 
nearly doubled to 9,200 direct FTE employees” in 2010.  

 
o UK Solar PV: BIS estimated 39,200 employees, much higher than the figure 

issued by the Renewable Energy Associationxii (2011) of 25,000 people, or 
22,000 more than when the UK Feed‐In Tariff (FIT) scheme began last year.  

 
16. These inconsistencies show the need for better data, the sharing of definitions of 

green jobs between Government and key stakeholders, and better monitoring. 
Government cannot afford to be complacent over its claims of green jobs growth.  

2. The nature of any barriers preventing the transition to a green 
economy  

17. Among the barriers impeding the transition to a green economy, the TUC would 
highlight the following  as particularly significant: 

• Finance 
• Green skills 
• Public procurement  

Finance  
18. Enabling the Transition acknowledges that finance is one of the “necessary 

mechanisms” for green growth: “Our Green Investment Bank which will facilitate 
increased and accelerated private sector investment in infrastructure projects that 
support economic growth and our environmental objectives, such as offshore wind, 
industrial energy efficiency and commercial and industrial waste as well as growth 
capital for innovative green technologies.”  



 
19. The TUC welcomes the Coalition’s visionxiii for the Green Investment Bank (GIB) 

(May 2011), clarifying its operational independence to fulfil a mandate “to 
accelerate private sector investment in the UK's transition to a green economy.” 
Financing priorities include offshore wind investment, non‐domestic energy 
efficiency, waste and the opening phases of the Green Deal. 

 
20. However, the £3bn limit on the bank’s available capital to at least 2015 means the 

GIB can only play a minor role in the massive investment required to 2020 and 
beyond to renew our energy infrastructure. To this £110bn challenge should be 
added a multitude of other green investments including the government’s flagship 
Green Deal home insulation scheme and a number of risk and financial products that 
a well funded GIB could facilitate in the offshore wind generation, Carbon Capture & 
Storage (CCS) and energy efficiency segments.  

 
21. Ernst & Youngxiv have estimated a total funding requirement, in order for UK PLC as 

a whole to implement the country’s low carbon agenda, to be approximately £450 
billion until 2025, including all the energy efficiency programme’s capital 
requirements. 

 
22. Furthermore, investment finance is needed for technology innovation in high energy 

sectors.  A joint TUC/Energy Intensive Users’ Group studyxv (July 2011) examined the 
low carbon technology pathways for the energy intensive industries. In the case of 
the ceramics sector, with some 21,000 employees in 750 enterprises (see table 1), 
the British Ceramic Confederation commented that the Green Investment Bank was 
potentially useful as a provider of capital for energy efficiency projects with proven 
technologies. However, the bank’s exact role and function remained unclear. The 
Federation commented that the recession had run down cash in many smaller 
companies compared with many European competitors (who were able to use 
temporary short time working compensation schemes). Many UK banks would also 
not lend to extend overdrafts even to expand production or help credit as firms 
pulled out of the recession, leading the Federation to call on Government to 
recognise that conventional finance is often not available for this type of work. 

 
23. The financial cap on the GIB reflects the Treasury’s insistence on keeping the GIB on 

the government’s balance sheet, and is therefore tied to the coalition’s fiscal policy. 
The TUC does not believe that this ideologically driven position is good green 
economics: most other European public infrastructure banks do not feature on their 
balance sheets. The TUC has argued that the government should free the GIB to 
deliver green investment at the scale and pace required for a green recovery. The 
GIB should be working more closely with the Green Economy Council to ensure that 
it helps to deliver on the priorities that its stakeholders would identify.  

 
Green Skills 

24. The TUC has expressed concerns over the apparent lack of government leadership 
on the development of a skills strategy for a low carbon economy. The Coalition’s 
response to the previous administration’s consultation, Meeting the Low Carbon 
Skills Challengexvi (December 2010) acknowledged that “Our skills system needs to 
be able to respond rapidly and flexibly to these demands. Action will need to be 
taken, not just by our schools, colleges and universities, but by our industry‐led skills 
partners and most importantly by individuals and by businesses.” 



 
25. However, it is not clear how the Government is responding to the three keys themes 

raised by consultees during the consultation, including the need for: 
• A more flexible and responsive skills delivery system, which better reflects 

current and future business needs. Low carbon businesses can be poor at 
articulating their skills needs ….we will need to find better ways to inform 
and stimulate demand if we are to have the skilled workforce we need in the 
numbers required. 

• More flexible qualifications, which support work‐based learning. Many see 
continuous career development as key to a more flexible and productive 
workforce, particularly where new combinations of skills are needed. 
Businesses and employees must understand that skills development is a 
continuous process, requiring co‐investment. 

• More support and promotion of Science, Technology, Engineering and 
maths (STEM) skills, to improve the STEM skills pipeline, and so that the UK 
workforce has a greater basic understanding of sciences and mathematics 
on which to build. 

 
26. Enabling the Transition touches on aspects of such a strategy, but falls short of the 

necessary overall, government‐led approach required. The government is right to 
point to the work of the ‘skills for a green economy’ grouping of Sector Skills 
Councils to help business understand changing skills requirements. And we welcome 
the acknowledgement of the TUC’s Unionlearn services’ efforts to improve the 
quality of skills provision in the further education system and raise awareness and 
understanding of the green economy through the work to support lifelong learning 
among the workforce. 

 
27. However, the Government has yet to define the strategic role for itself, which we 

would suggest should include a clear Ministerial lead and the establishment of a 
stakeholder subcommittee to the Green Economy Council, concentrating on skills 
matters.  

 
28. The report also says disappointingly little about higher education or STEM skills 

which are of great strategic importance.  Clearer examples of good practice and 
strategic direction are an absolute necessity. And the document disappointingly 
does little to challenge employers to greater ambition and commitment to 
investment in green skills, also overlooking the value of collaborative work 
particularly at a sectoral level. We would also like to see more consistently positive 
messages about investing in the existing workforce. 

 
29. We would still like to see the UK Commission for Employment & Skills (UKCES) 

resourced to put together a cross sectoral plan as had been suggested at earlier 
stakeholder discussions. We welcome the overall commitment to boosting the 
capacity of further education to deliver green skills training and the engagement of 
our affiliate the Universities and Colleges Union (UCU) on the Learning and Skills 
Improvement Service (LSIS) sustainability steering panel. However, we are also 
concerned that reduced resourcing and the loosening of relationships between 
colleges, central government and state agencies could impact on the ability of LSIS 
to deliver. 

 
 



Public procurement  
30. “Greening” the UK’s £236m budget for public procurement is not about spending 

more but spending more wisely. In 2009‐10, we spent more than £236bn procuring 
goods and services, with local authorities accounting for around a third (£86 billion). 
So how that money is directed can have a major impact on stimulating demand for 
more sustainable products and services.  

 
31. This was acknowledged among the reforms in the Government’s Plan for Growthxvii 

committing it to “leveraging government’s public procurement power to help drive 
new markets in green products and services.” Given the predominance of small 
firms in many emerging “green” sectors – for example there are some 4,000 solar 
companiesxviii in the UK employing a total of 25,000 staff ‐ reforms to make it much 
easier for small businesses to access contracting opportunities should reinforce this 
move. 

 
32. The TUC has consistently argued that the Government should ensure that the UK 

makes full use of the scope for social clauses, in the way that we believe other 
European countries do, because we believe this would be beneficial to the UK 
economy and society. However, we have been thwarted by what we believe to be 
government policy that is oriented towards free‐market and low cost 
considerations.  

 
33. Public procurement rules of individual member states are governed by EU law. This 

is designed to ensure that open competition is maintained. However, it is not clear 
that successive UK Governments have interpreted EU law in ways that have 
positively encouraged domestic industries in other Member States.  

 
34. It is illegal for any public sector purchaser to offer contracts simply to companies 

from its home country. However, it is legally acceptable to include clauses into 
contracts for social, economic or environmental reasons. These clauses must be 
relevant to the subject of the contract and must be included in tender documents 
from the outset.  

 
35. Specifically, it is stated in the relevant EU Directive (2004/18/EC) that: 

• winning bids for procurement contracts should be based on the most 
economically advantageous tender “from the point of view of the 
contracting authority.” 

• Article 26 of the Directive states that: “Contracting authorities may lay down 
special conditions relating to the performance of a contract [which]… may in 
particular, concern social and environmental considerations.”  

• Recital 33 argues that such conditions “may, in particular, be intended to 
favour on‐site vocational training, the employment of people experiencing 
particular difficulty achieving integration, the fight against unemployment or 
the protection of the environment.”  

 
36. Needless to say, these articles and recitals have attracted a degree of judicial 

interest, as to when they can and cannot be used, but their intention is clear.  
 

37. We would like to see UK procurement policy supporting industries in the UK in the 
way that other EU Member States do. The railway industry is clearly central to a low 
carbon transport strategy. And we want to see trainmaking succeed in the UK. It is 



therefore unfortunate that the decision on the Bombardier contract, Derby, is likely 
to lead to the loss of UK trainmaking capacity. We would have preferred to have 
seen the contract cast in such a way as to maximise the potential benefit to the UK 
of social and environmental considerations. 
 

38. Since the Bombardier bid would have retained skilled jobs in the UK and protected 
train making in Derby, there were clear industrial benefits on offer had it won the 
contract. According to Nigel Mills, the Conservative MP for Amber Valley, speaking 
in an adjournment debate on 12th July 2011, weighting for overall socio‐economic 
considerations was not included in the specifications.  

 

39. In the TUC’s 2011 Budget Submission, we called for “a task force, comprising 
Ministers and Officials from BIS, DWP, DECC, the Cabinet Office and the Treasury, to 
consider a procurement policy that increases the UK’s levels of skills, sustainability 
and employability, as well as value for money, and to report in the Autumn. 
Employers and trade unions should be asked to give evidence to this task force.” We 
still believe that the creation of such a task force should be a Government priority, 
and also that greening public procurement should be a priority for the Green 
Economy Council to review. 

3.  The policy and institutional ‘framework’ required to create the 
right conditions for the green economy to thrive 

40. As noted earlier, the TUC has consistently promoted the notion of effective dialogue 
and consultation between government, business and unions on the right policy 
framework to drive investment in green jobs and skills for a low carbon economy. In 
brief, we would see the key elements of such a policy framework as including: 

• Binding high level commitments to reduce emissions on a sustainable long‐
term pathway, as set by the Climate Change Act 2008 and detailed in 
successive Carbon Budgets from the independent Committee on Climate 
Change (CCC).  

• National stakeholder consultations on green economic issues. 
• A regulatory framework to encourage massive investment in employees, 

skills and infrastructure, including a stable floor price for carbon and 
measures to drive investment in low carbon energy supply and other low 
carbon technology.  

• Priority for green economic growth and emissions reductions given to the 
three broad sectors identified in the Carbon Budgets:  energy supply, 
transport and energy efficiency at home and at work. 

• A bespoke strategy to secure our energy intensive industries in a low carbon 
economy (steel, aluminium and ceramics, bricks, glass, cement, etc) to avoid 
carbon leakage and the loss of jobs and investment.   

• Government leadership in cross cutting areas: low carbon skills, support for 
innovation, finance for a low carbon economy, green procurement, and the 
development of  UK supply chains. 

• A binding UN global agreement on climate change.  

 



Green Economy Council 

41. The TUC welcomed the Government’s decision in November 2010 to set up the 
Green Economy Council (GEC ). The 20‐member tripartite body of business and 
trade union representatives is co‐chaired by the respective Secretaries of State 
for Business, Energy & Climate Change and the Environment and Rural Affairs.  
Its remit is to advise on how government and industry can work together to 
support the transition to a green, low carbon economy. It represents a further 
important part of the high level institutional framework to drive forward green 
economic growth.  

42. The GEC is supported by: 

• a Working Group examining policy in more detail and advising on a future 
work programme; and 

• an Energy Intensive Industries Task Group, to examine options for a “policy 
package” for these industries, following an initiative from the Energy 
Secretary earlier in 2011. The Task Group is a response to intense disquiet 
from business and trade unions over energy prices and jobs losses facing 
industries such as steel, cement, ceramics, certain chemicals, aluminum and 
others. The group will bring together evidence on how they are affected by 
energy and climate change policies, including how investment decisions may 
be affected. It will make policy proposals to the GEC in Autumn 2011, 
including measures to address the early impact of the carbon tax.  

43. The GEC has met twice, and has considered a draft of the Green Economy 
Roadmap; growth of the Low Carbon Environmental Goods and Services sector ; 
progress on the Energy Intensive Industries package; and is currently developing 
a forward work programme that is likely to cover skills for the green economy; 
competitiveness issues; public procurement; levering investment; infrastructure; 
and innovation. 

A Green economy roadmap 
44. When it set up the GEC, the Government committed to consulting it on a Green 

Economy Roadmap. Having discussed this with GEC members and advisers 
earlier in 2011, the Government published an online report, Enabling the 
Transition to a Green Economy  in August 2011. Enabling the Transition provides 
a useful overview of the Government’s vision for a green economy. It took note 
of comments from GEC members, and is valuable as a communication tool to 
interested businesses.  

 
45. However, the final policy framing and communications strategy for Enabling the 

Transition were not shared with Council members, leaving a sense perhaps of a 
missed opportunity to draw fully on their experience and advice in shaping the 
strategy.  

 
46. One effect has been that the report does not demonstrate the full potential of 

the green economy or the full scope of Government aims to maximise ambition 
for employment and skills growth. It would have been useful to include: 
• near‐term jobs targets in key sectors (energy supply ‐ renewables, CCS, new 

nuclear ‐the Green deal, low emission vehicles), and the means to achieve 
them; and  



• commitment to developing policies, including some new initiatives, in for 
example public procurement, that are proof against short‐term political 
considerations (perhaps underpinned by binding contracts). Short‐term 
policy changes to the feed in tariff system and the CRC have undermined 
investor certainty, a key consideration in the earliest phases on technology 
innovation when risks are highest.  

 
Recent changes to the institutional framework 
47. Changes of policy and a new vision for the role of government vs the market 

were inevitable from May 2010. However, the balance of institutional reforms 
embodying the role of Government and its agencies has on balance worked 
against green economic development. As regards policies for a green economy, 
the Government withdrew some important parts of an institutional framework 
for green growth, such as Regional Development Agencies, the previous 
administration’s £1.4m Strategic Investment Fund, and tripartite bodies such as 
the Renewables Advisory Board.  

 
48. However, the TUC welcomed the decision to retain the £60m competition for 

dockside developments to support the offshore wind industry. The Energy 
Minister kept to a pre‐election commitment to provide £1bn of public funding 
for the first of four carbon capture demonstration projects, yet the decision to 
cancel the Longannet project in mid‐October was immensely disappointing. 
Government has promised continued public support for four CCS projects, which 
now need to be progressed with greater urgency. The Coalition has also 
introduced a £1.4m Regional Growth Fund, but spread its benefits over three 
years, and without explicit and transparent green objectives, so that little of the 
first tranche of £450m in grants (supporting 27,000 jobs) went to “green” 
enterprises.  

 
49. However, during the past two years, UK manufacturing employment has fallen 

by 357,000, clearly pointing to the need for a new approach to industrial policy. 
Many decisions that will be good for green growth, such as addressing barriers 
like finance, skills and public procurement, should benefit the wider 
manufacturing sector. 

4.Priorities for action, including those sectors of the economy 
crucial for creating the conditions for a green economy; 

Energy intensive industries 
50. In its Carbon Budgets report (October 2011) the Environmental Audit Committee 

called for an evidence‐based approach to any policies designed to secure the 
energy intensive industries against the dangers of carbon leakage: “We 
recognise the importance of policy measures to help energy intensive industries, 
but before these are introduced a comprehensive and robust assessment of the 
actual risk to each sector affected is needed, on a case by case basis.”xix  

 
51. Companies in the energy intensive sector provide products for a low carbon 

economy, materials for construction and the development of low carbon power 
generation – steel for wind turbines, glass for double glazing, for example. 
Technology innovationxx, the joint report from the TUC and the Energy Intensive 
Industries Users Group (EIUG) summarised the economic benefits (see figure 1) 



of iron and steel manufacture, aluminium, ceramics, cement, lime and plaster, 
glass, pulp and paper, nitrogen fertilizers and basic inorganic chemicals as 
follows: 
• Directly employ some 125,000 people in 2,800 enterprises across the UK 

with many more are employed in their supply chains.  
• Annual turnover of £23bn, providing £5 billion of gross value added to the 

UK economy. Employment costs of £3.8bn (below).  
• Purchasing power of some  £17bn. 
• Significant contributions in terms of direct regional employment and indirect 

economic value added through their diverse supply chains.  
 

52. In response to concerns over carbon leakage – the loss of jobs and investment to 
competitors with weaker climate change policies than ours, or none at all – from  
employers and trade unions across the energy intensive industries, the 
Government is currently developing a package of measures to help secure their 
future in the UK’s low carbon economy.  

 
53. To establish a firm and independent evidence base for policy interventions, the 

TUC and the Energy Intensive Users Group have produced two studies on the 
energy cost and technology policies for these industries. The CBIxxi has also 
outlined some of the policy changes needed in its report, Protecting the UK’s 
foundations: A blueprint for energy‐intensive industries. The CBI highlighted 
exemptions from the carbon floor price (“the most effective immediate 
solution”) and support for the further development of energy efficiency 
technologies. The TUC –EIUG have also prioritised CCS for industry and support 
for technology innovation from the Green Investment Bank.  

 
54. A new studyxxii from energy consultants Roland Berger confirms the enormous 

potential for improving energy efficiency, particularly in energy‐intensive 
industries. 

 
55. From an innovation and value‐added perspective, the energy intensive 

industries provide employment and training for highly qualified staff. A 
manufacturing job in the steel or chemical industries contributes around 
£70,000 per employee to regional gross value added (GVA), perhaps double the 
added value of retail or warehousing position, for example.  GVA per employee 
is significantly higher in energy intensive industries than in the broader 
economy.  

 
 
 
 
 
 
 
 
 
 
 
 
 



Figure 1: Contribution of energy intensive sectors to the UK Economy (2009) 

 
Source: TUC-EIUG Technology Innovation study; data from the UK Government 
Annual Business Survey 20091 

 
56. The EEIs are also characterised by strong regional concentrations of production: 

steel making in South Wales, Yorkshire and Humberside, and the West Midlands; 
ceramics in the East and West Midlands; glass, pulp and paper manufacture in 
the North West and South East; cement, lime and plaster plants in the East 
Midlands and East of England; and aluminium production in the East and West 
Midlands.   

 
57. An outstanding concern for the future of these industries must be the scope and 

scale of or any policy package, which ought to provide a sense of 
“manufacturing security” in the context of climate change policy to secure their 
place in the green economy for the long term. 

 
TUC‐EIUG studies of the energy intensive sector 
58. The key issues covered by these studies are described below. 

 
a. The Cumulative Impact of Climate Change Policies on UK Energy 

Intensive Industries – Are Policies Effectively Focussed? (2010) argued 
that, as tax structures stand, energy intensive industries are carrying the 
greatest burden of polices to tackle climate change and reduce energy 
use. In future, the report concluded that the impact will become even 
more disproportionate and intense. The report called on government to 
consult with industry and unions to develop a policy framework that 
would avoid the loss of jobs and investment to overseas competitors 
who have weaker climate change policies, or none at all. It found that 
the fundamental threat is “carbon leakage”, not only the loss of jobs, 
but also control over carbon emissions. 

 

                                            
1 See http://www.statistics.gov.uk/abi/downloads/ABS-BG-Info.pdf for classification and 
further detail.  Annual turnover and annual purchase data for the Nitrogen fertilisers sector is 
taken from 2008 due to unavailability of data.  Note these figures differ from those used in the 
Waters Wye report (2010) due to a narrower focus on upstream production. 

http://www.statistics.gov.uk/abi/downloads/ABS-BG-Info.pdf


b. Technology Innovation for Energy Intensive Industry in the UK (July 
2011): argued that there is a compelling rationale for government to 
develop an industrial low carbon manufacturing policy, in particular for 
the energy intensive sector. It showed that energy costs and lack of 
available capital are key barriers to innovation and called on 
government to develop a technology innovation strategy that includes 
new low carbon processes in various industries and where possible 
support shared solutions, such as carbon capture and storage 
demonstration for industries such as steel and cement making. 

 
These reports are available at: http://www.tuc.org.uk/search/start.cfm 
and http://www.tuc.org.uk/industrial/tuc‐19853‐f0.cfm 

 
62. A third study is underway of the economic, employment, skills and fiscal benefits 
of securing the energy intensive industries in the UK for the long term to overcome 
barriers to a wider low carbon transition. 
 

Conclusion 
63. The TUC welcomes the cross‐departmental approach adopted by Government in 
developing a policy package for the energy intensive industries. Together with the 
creation of the Green Economy Council as a national forum to help shape policy, and 
other initiatives such as the Green Investment Bank, setting an effective floor price 
for carbon and other reforms to the electricity market, the makings of effective 
policies for the green economy are emerging.  Crucial to this project are a clear 
leadership role for Government and a willingness to set a long term fiscal and 
regulatory framework to stimulate green economic recovery. 

 
 
27 October 2011 
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Written evidence submitted by The Office for National Statistics 
Measuring National Well-being Programme 

Summary: 
• the Measuring National Well-being Programme, launched in November 2010, aims to develop a 

range of indicators of the progress of the UK, to complement GDP 

• the vision of the Programme is to develop and publish an 'accepted and trusted set of National 
Statistics which help people to understand and monitor national well-being in the UK' 

• the Programme builds, in particular, on the work of the Commission for the Measurement of 
Economic Performance and Social Progress (CMEPSP) by focussing on: classical GDP 
issues, people's quality of life, the environment and sustainability 

• this paper provides an overview of the Measuring National Well-being Programme and sets out 
the work plans for developing the well-being indicator set 

 1. Background 

 1.1 Economic growth has long been considered an important goal of government policy. 
However, it has been recognised that to get a full picture of how the country is doing we 
need to look beyond GDP and consider how to measure national well-being and progress 
more widely. 

 1.2 The Commission for the Measurement of Economic Performance and Social Progress 
(CMEPSP), set up by President Sarkozy and led by Joseph Stigltiz, Amartya Sen and 
Jean-Paul Fitoussi, aimed to: 

• identify the limits of GDP as an indicator of economic performance and social 
progress 

• consider additional information required for the production of a more relevant 
picture 

• discuss how to present this information in the most appropriate way 

 1.3 The CMEPSP's 2009 report argued that 'what we measure affects what we do; and if our 
measurements are flawed, decisions may be distorted. Choices between promoting GDP 
and protecting the environment may be false choices, once environmental degradation is 
appropriately included in our measurement of economic performance.' 

 1.4 The CMEPSP's report provides a useful starting point for the Measuring National Well- 
being (MNW) Programme due to its widely accepted status and international recognition. 
The report discusses: 

• the economy - focusing on consumption rather than production within the National 
Accounts framework, looking at income, expenditure and wealth at the household 
level and giving more prominence to the analysis of the distribution of income, 
consumption and wealth 

• quality of life - which includes domains such as health, education, personal activities 
including work, political voice and governance, social connections and relationships 
as well as subjective well-being 



• the environment and sustainability - which includes clear indicators of our proximity 
to dangerous levels of environmental damage (such as those associated with 
climate change or the depletion of fishing stocks) 

1.5 All three areas are connected and need to be looked at together to provide the fullest 
picture of national well-being. 

2. The Measuring National Well-being Programme 

2.1 The aim of the MNW Programme is to develop and publish an accepted and trusted set of 
National Statistics which help people to understand and monitor national well-being in the 
UK. 

2.2 Well-being is a multi-dimensional concept and in order to understand how best to measure 
it a shared understanding of what it means needs to be developed. Between November 
2010 and April 2011 ONS held a national debate in order to engage with experts on well-
being, who would provide an insight into what to measure and how to measure it, and the 
general public, who not only know best about what matters to them but would also be 
affected by any policies that would result from this work. 

2.3 ONS held 175 events involving 7,249 people. In addition, there was an online debate which 
achieved 26,755 responses bringing the total number of participants to 34,004. Debate 
responses have been used in developing a set of domains/indicators. 

2.4 The MNW Programme is split into a number of phases: 
• phase 1 - national debate and development of subjective well-being questions - Nov 

2010 to April 2011 

• phase 2 - collection, analysis and publication of subjective well-being questions - on-
going from April 2011, first annual publication 2012 

• phase 3 - development of indicative national well-being measures - April 2011 - March 
2012 

• phase 4 - regular publication, analysis and refinement of headline national well-being 
measures - April 2012 - March 2015 

2.5 The Programme is split into a number of projects and workstreams, the details of which are 
set out below 

3. Classical GDP issues 

3.1 Work in this area builds on the following recommendations of the CMEPSP report: 
• when evaluating material well-being, look at income and consumption rather than 

production (recommendation 1) 

• emphasise the household perspective (recommendation 2) 
• consider income and consumption jointly with wealth (recommendation 3) 
• give more prominence to the distribution of income, consumption and wealth 

(recommendation 4) 



•  broaden income measures to non-market activities (recommendation 5) 

3.2 ONS has already published a number of reports in this area. Chiripanhura (2010) presented 
analysis of the well-being implications of alternative National Accounts aggregates (other 
than GDP) and looked at the differences between mean and median income arguing that 
median analysis gives a better indication of the level of economic well—being of the 'typical' 
household as the income distribution is positively skewed (Chiripanhura, 2011). ONS has 
also developed estimates of the UK's stock of human capital' by applying a lifetime labour 
income methodology to data from the UK Labour Force Survey (Jones and Chiripanhura, 
2010). ONS (2011a) set out a review of ONS's work on social capital and the availability of 
the measures of social capital2. 

4. Quality of life 

4.1 The term "quality of life" can be split into a number of domains. Recommendation 7 of the 
CMEPSP report stated that 'quality of life also depends on people's objective conditions 
and capabilities. Steps should be taken to improve measures of people's health, education, 
personal activities, political voice, social connections, environmental conditions and 
insecurity.' 

4.2 The project aims to establish a clear framework for reporting on national wellbeing, 
consistent with the National Statistician's report on the National Debate (ONS, 2011b) and 
international guidance, with appropriate domains and dimensions and establish a limited 
number of key indicators of national well-being, demonstrating value to users, statistical 
validity and relevance, and agreeing appropriate data sources from inside and outside 
ONS. A consultation paper was published in October 20113 with an initial set of well-being 
domains and indicators. 

4.3 The CMEPSP report also recommended that 'statistical offices should incorporate 
questions to capture people's life evaluations, hedonic experiences and priorities in their 
own survey' (recommendation 6) 

4.4 In recognition of the lack of official statistics on subjective well-being in the UK ONS 
introduced four experimental monitoring questions to the Integrated Household Survey 
(INS) in April 2011. This will enable the production of annual estimates of subjective well-
being, not only for the UK as a whole but also for smaller geographies and sub-groups of 
the population. The estimates generated will be experimental in the first instance, further 
testing and development is planned. The first annual experimental statistics will be 
available in summer 2012. 

4.5 The questions included in the INS are: 

OECD defines human capital as 'the knowledge, skills, competencies and attributes embodied in 
individuals that facilitate the creation of personal, social and economic well—being.' This is a broad definition, 
encompassing a range of attributes (such as knowledge, skills, competencies and health conditions) of 
individuals. 
2 OECD defines social capital as "networks together with shared norms, values and understandings that 
facilitate co-operation within or among groups". 

3 www.ons.gov.uk/ons/about-ons/consultations/open-consultationsinneasuring-national-well-being/index.html 

http://www.ons.gov.uk/ons/about-ons/consultations/open-consultationsinneasuring-national-well-being/index.html
http://www.ons.gov.uk/ons/about-ons/consultations/open-consultationsinneasuring-national-well-being/index.html


• Overall, how satisfied are you with your life nowadays? 
(on a scale of 0-10, where 0 is not at all satisfied and 10 is completely satisfied) 

• Overall, how happy did you feel yesterday? 
(on a scale of 0-10, where 0 is not at all satisfied and 10 is completely satisfied) 

• Overall, how anxious did you feel yesterday? (on a scale of 0-10, where 
0 is not at all anxious and 10 is completely anxious) 

• Overall, to what extent do you feel the things you do in your life are worthwhile? 
(on a scale of 0-10, where 0 is not at all worthwhile and 10 is completely worthwhile) 

4.6 The project aims to: 

• produce high quality National Statistics estimates of subjective well-being 

• influence the international agenda on the development of subjective measures by 
working with stakeholders on the OECD handbook and the well-being module for EU-
SILC 

• encourage harmonisation of questions on other ONS/GSS surveys so that they can be 
used in policy formulation and appraisal as well as overall monitoring of national well-
being in the UK 

4.7 Further CMEPSP recommendations in this area include: 

• quality-of-life indicators in all the dimensions covered should assess inequalities in a 
comprehensive way (recommendation 8) 

• surveys should be designed to assess the links between various quality of life domains 
for each person, and this information should be used when designing policies in various 
fields (recommendation 9) 

• statistical offices should provide the information needed to aggregate across quality-of- 
life dimensions, allowing the construction of different indexes (recommendation 10) 

5. The environment and sustainability 

5.1 The CMEPSP report argued that 'both current well-being and sustainability need to be 
measured. Sustainability poses the challenge of determining whether we can hope to see 
the current level of well-being at least maintained for future periods or future generations, or 
whether the most likely scenario is that it will decline...The assessment of sustainability is 
complementary to the question of current well-being or economic performance, and must 
be examined separately. Confusion may arise when one tries to combine current well-being 
and sustainability into a single indicator. To take an analogy, when driving a car, a meter 
that added up in one single number the current speed of the vehicle and the remaining level 
of gasoline would not be of any help to the driver. Both pieces of information are critical and 
need to be displayed in distinct, clearly visible areas of the dashboard.' 

5.2 The CMEPSP recommendations in this area were that: 

• sustainability assessment requires a well-identified dashboard of indicators. The 
distinctive feature of the components of this dashboard should be that they are 
interpretable as variations of some underlying "stocks" (recommendation 11) 



• a monetary index of sustainability has its place in such a dashboard but, under the 
current state of the art, it should remain essentially focused on economic aspects of 
sustainability (recommendation 12) 

• the environmental aspects of sustainability deserve a separate follow-up based on a 
well-chosen set of physical indicators. In particular there is a need for a clear indicator 
of our proximity to dangerous levels of environmental damage (such as associated with 
climate change or the depletion of fishing stocks) (recommendation 13) 

5.3 The CMEPSP report also listed a number of potential measures including: the 
Environmental Sustainability Index (ESI), the Environmental Performance Index (EPI), the 
System of Environmental-Economic Accounting (SEEA), Adjusted Net Savings (ANS), the 
Ecological Footprint (EF) or Carbon Footprint (CF). 

5.4 Both classical GDP issues and environmental sustainability both have a strong connection 
to the National Accounts framework and the 'stocks' approach to measuring sustainability 
outlined in the CMEPSP report and promoted by the Social Impacts Task Force in the UK. 
Sustainability does not refer only to the environment and natural capital but also to social, 
human and economic capital. 

5.5 Reference has already been made to the work on social, human and economic capital 
earlier in this report. Focusing on environmental sustainability, ONS is taking forward a full 
programme of work to follow up on the CMEPSP recommendations. 

5.6 Before detailing the work programme, it is important to note that ONS recognises the 
synergy with the commitments of the Natural Environment White Paper (Defra, 2011) and 
the CMEPSP recommendations as regards a 'stocks' approach to sustainability and the 
valuation of Natural Capital. The National Statistician has asked ONS and Defra 
statisticians to work together to deliver on the common goals. 

5.7 The Natural Environment White Paper made the following commitment, reflecting targets 
for the period 2011-2010 set out by the parties to the Convention for Biological Diversity in 
Nagoya: 

"We will put natural capital at the heart of Government accounting. We will work with 
the Office for National Statistics to fully include natural capital in the UK 
Environmental Accounts, with early changes by 2013. In 2012 we will publish a 
roadmap for further improvements up to 2020." 

Natural Environment White Paper (NEWP), June 2011 

5.8 The NEWP builds on this to say: 

'We will put natural capital at the centre of economic thinking and at the heart of how 
we measure economic progress nationally'. 



'...we must account nationally for our natural capital. Economic gains and losses 
resulting from natural capital ought to be properly recorded. This includes changes to 
the value of physical environmental assets, such as fish stocks or forests, and also to 
the value of natural services provided by a healthy ecosystem, such as insect-borne 
pollination of crops. The Government will take action to capture the value of natural 
capital on the nation's balance sheet. In doing so, we will end the situation where 
gains and losses in the value of natural capital go unrecorded and unnoticed.' 

`Over time we will move from measuring the value of physical stocks to systematically 
valuing the services they provide. Further research will be undertaken to do this 
based on the results of the National Ecosystem Assessment. 

'We will also strengthen international efforts to value natural capital, including it in the 
agreed international standards for producing national accounts. We will contribute to 
the update of the UN's System of Integrated Environmental and Economic 
Accounting. We will also support the World Bank's Global Partnership for Wealth 
Accounting and the Valuation of Ecosystem Services (WAVES), which will look at the 
feasibility of including changes in the value of ecosystem services in measures of 
economic performance'. 

5.9 Taking into account the CMEPSP recommendations and the NEWP commitments, the 
Measuring National Well-being programme aim to deliver the following: 

• continuous development of the annual UK Environmental Accounts4 in line with 
European Regulation on Environmental Economic Accountings and international 
statistical standards. 

• implementation of the NEWP commitment for the Office for National Statistics to fully 
include natural capital in the UK Environmental Accounts, with early changes by 2013 
and publishing a roadmap in 2012 for further improvements up to 2020. The timing of 
Rio+20 is understood and efforts will be made to publish early work on the Roadmap 
but resource limitations and the need to consult widely mean a final Roadmap will be 
delivered later in the year. In support of this work, ONS is about to issue invitations for 
an expert and user engagement group which will primarily be managed on-line, 
supplemented by small meetings and seminars 

• full contribution to the development of the Central Framework of the UN System of 
Environmental Economic Accounting (SEEA)6 which it is anticipated will be adopted as 
an international standard to sit alongside the System of National Accounts in February 
2012. ONS and Defra have contributed to expert groups on the SEEA and SEEA-
Energy 

• full contribution to the development of SEEA experimental ecosystem accounts. ONS 
and Defra will jointly host an international expert meeting convened by the UN, World 
Bank and European Environment Agency in December 2011 to examine the issues 

4 www.ons.gov.uk/ons/taxonomy/index.html?nsc1=Environmental+Accounts  

5 http://eco.eurostatec.eurooa.eu/portal/page/oortal/environmental accounts/introduction  

6 htto://unstats.un.org/unsd/envaccounting/seea.asp  

http://www.ons.gov.uk/ons/taxonomy/index.html?nsc1=Environmental+Accounts
http://eco.eurostatec.eurooa.eu/portal/page/oortal/environmental
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• delivery of a feasibility study to measure the Environmental Goods and Services Sector 
in line with European and proposed SEEA methodology. Following consultation with 
potential users, ONS published an article in December 2010 outlining how these 
statistics might inform policy, in particular contributing to the evidence base for the 
green economy (Livesey, 2010) 

• In September 2011, OECD approached Heads of Statistical Offices to support work at 
the national level to apply the OECD's Towards Green Growth: Monitoring Progress 
Framework in the lead up to Rio+20 (OECD, 2011). ONS, in liaison with government 
statisticians from Defra, DECC and BIS will need to assess what can be achieved with 
the resources available. 

 6. International initiatives 

 6.1 There are a number of on-going international initiatives to measure well-being or progress 
which ONS is engaged with. 

 6.2 The Eurostat/INSEE Sponsorship Group was set up in 2010 to study the feasibility of the 
CMEPSP recommendations and is due to report to the European Statistical System 
Committee (ESSC) in November. 

 6.3 The UK is a partner in the 'European Framework for Measuring Progress (e-frame)' Project 
the objectives of which are to: 
• undertake a stocktaking of available results and of ongoing research activities on 

progress measurement 

• foster a European debate over the issue 
• define guidelines for the use of existing indicators 

• propose a coherent way of "delivering" information including advanced ICT tools 
• identify new research topics for future investigation 
• harmonize NSIs' initiatives in measurement of progress measurement area 

 6.4 The e-frame project involves a 19 partners-consortium, formed by major European National 
Statistical Institutes, universities, research centres, civil society and OECD. 

 6.5 The OECD's Global Project 'Measuring the Progress of Societies' exists to foster the 
development of key economic, social and environmental indicators to provide a 
comprehensive picture of how the well-being of a society is evolving. It also seeks to 
encourage the use of indicators to inform and promote evidence-based decision-making, 
within and across the public, private and citizen sectors. 
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Written evidence submitted by the Renewable Energy Foundation 
 
Firstly, may I thank the Committee for their very kind invitation to give evidence yesterday to the green 
economy inquiry. 
 
During the course of evidence you reminded us that supplementary material could be submitted to substantiate 
points raised only in sketch form during the oral evidence. This email and its attachments add to the material 
thus far submitted. 
 
1.Mr Colin Gibson on Costs  of Wind Power 
 
In the course of my remarks I drew attention to new work by Mr Colin Gibson (formerly Power Networks 
Director at National Grid) on the integration costs of wind power, which in his estimate are very considerable. 
Dr Edge took exception to this remark in principle, remarking that earlier studies (and I think he was 
referring to the UKERC study from 2008) showed that costs were low. I believe it important 
that members of the Committee are aware that the UKERC study is regarded by many, 
including Mr Gibson, as overly narrow in its focus, and that a more comprehensive 
methodology is required. Mr Gibson's paper, A Probabilistic Approach to Levelised Cost 
Calculations for Various Types of Electricity Generation (2011), attempts to provide this. 
The paper and the accompanying spreadsheet are available from the website of the Institution 
of Engineers and Shipbuilders in Scotland (IESIS): 
 
  http://www.iesisenergy.org/lcost/.  
 
The committee will note that Mr Gibson's estimates of the cost per MWh of wind power in 2020 are rather 
higher than those circulated by the industry, or appreciated in government policy (median costs of £190MWh 
are calculated for onshore wind and £265/MWh for offshore wind, with integration accounting for £60/MWh 
and £67/MWh, respectively). I suggest that this has very important implications for the prospects of a green 
economy under current policies, and would urge that Mr Gibson's analysis be taken into account. 
 
In forthcoming work from the Renewable Energy Foundation Mr Gibson's conclusions have been used to 
inform an indicative calculation of likely cost under current target assumptions, with reflections on the likely 
impact on population-wide risk of hardship in connection with unaffordable energy. This book is currently being 
printed, but I will submit a copy of that work when it is available. In the meantime, I will report the findings of 
that calculation: assuming the technology mix projected by DECC, Mr Gibson's calculations suggest that 
integration costs could add around £5 billion a year in additional costs, over and above subsidy (itself likely to 
be in the region of £6bn a year to wind alone). This very high cost takes the total cost of the renewable 
electricity target to around £13bn a year in 2020, not including VAT. You will appreciate that this is a very high 
additional cost burden. 
 
2. Variations in Annual Output of Wind Power and thus in Fossil Fuel Demand 
 
Dr Whitehead asked me with regard to fluctuations in output from wind power on the annual scale. I draw the 
Committee's attention to Renewable Energy Foundation's empirical work on wind power load factor in the 
United Kingdom, based on Ofgem data:  
 
http://www.ref.org.uk/publications/229-renewables-output-in-2010 
 
A copy is attached for convenience. 
 
The Committee may wish to note that onshore load factor has varied between 21% and 27% since 2003, with 
2010 being a notably low wind year, and offshore between 25% and 33% in that time (though we would be 
inclined to regard the variation in recent years, 29% to 33% as more representative, and I use this range in my 
calculation below). 
 

http://www.iesisenergy.org/lcost/
http://www.ref.org.uk/publications/229-renewables-output-in-2010


As I remarked, fluctuations in load factor of this magnitude mean that the energy generated will vary 
considerably from year to year, with the consequence that the UK's demand for fossil fuel will also vary 
significantly, thus reducing scope for long term gas contracts and increasing the UK's exposure to short term 
spot markets. 
 
Assuming, as government currently does, 13 GWs onshore and 18 GWs offshore, the energy output would, on 
current evidence, fluctuate between 70 and 83 TWhs in any given year. 13 TWhs is a considerable quantity of 
energy, and, assuming that the support plant is gas fired generation with approximately 55% thermal efficiency, 
would require the purchase of approximately 23 TWhs of natural gas to supply such a deficit, presumably from 
the more expensive short term markets. 
 
I am not aware of rigorous work on the degree of economic risk entailed, but there are clearly reasonable 
grounds for concern that the benefits of the current renewables program in reducing exposure to fossil fuel 
prices may not be as significant as an intuitive engagement with the subject would conclude. 
 
3. Carbon Prices and the EU ETS 
 
Dr Bowen and I both argued in favour of simpler policy mechanisms to encourage invention and innovation in 
the sector, and Dr Bowen drew attention to the number of implied prices for carbon resulting from the various 
policies. This is an important point, and deserves further study. According to our own calculations the implied 
prices in the renewable electricity subsidy mechanisms alone (Gibson's calculations of total cost would give 
higher figures for wind) range from £46/tCO2 (Biomass co-firing) to £185/tCO2 (Offshore wind) for industrial 
scale generators under the Renewables Obligation, and from £174/tCO2 (Anerobic digestion) to £803/tCO2 
(small scale solar PV in the first iteration of the FiT; this will be reduced to ca. £400/tCO2 under the new bands) 
for smaller generators under the FiT. 
 This compares with ca. €10/tCO2 under the EU ETS. Moreover, and this is an important and little 
appreciated point, the EU ETS caps the emissions savings in the EU. Thus, additional policy mechanisms such 
as the RO do not add any additional emissions savings, but simply mandate the substitution of a higher cost 
saving instead of a cheaper saving, and indeed undermine the price of the ETS. Clearly, relying on the ETS 
alone would be preferable since it would give the market a single carbon price signal, thus directing the 
economy towards low carbon technologies at least cost. The present system seems more likely to expose the 
consumer to a high costs, with the entailed risks of consumer rebellion, and net negative economic impacts, as 
discussed in my book, The Green Mirage. 
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Written evidence submitted by UK Sustainable Bio-Diesel Alliance (UKSBA) 
 

The Duty Differential and the Low Carbon Economy 
 
The UKSBA believes the duty differential is the most simple, stable and effective incentive for 
sustainable biodiesel producers in the UK and is calling on the Government to urgently extend 
the duty differential for Used Cooking Oil beyond March 2012, in order to allow time for the 
industry to assess the effectiveness of the revised Renewable Transport Fuel Obligation in 
providing support for the industry.  
 
Modelling and analysis clearly demonstrates that the Government’s double certificate 
proposals for waste derived bioliquids under the RTFO will not be adequate to support the 
industry in place of the differential, given the extreme volatility of certificate prices which 
deters investors; the increased supply of certificates and reduced demand; and the impact on 
cash flow for producers.  The industry are considering a range of solutions to smooth the 
transition to double certificates, however, these conversations need to happen as a matter of 
urgency if the Government is to avoid losing a successful industry, upon which it has been 
able to deliver over and above its greenhouse gas emissions savings target.  
 

1. The Sustainable Biodiesel Industry 
 
• There are around 250 million litres of used cooking oil (UCO) produced in the UK every 

year and a high proportion of this oil is disposed of down the drain or sent to landfill.   
Whilst there is no concrete data, industry estimates 150-200 million litres of that is from 
the commercial sector (food factories, restaurants etc), whilst 50-75 million litres of waste 
oil is produced by domestic households.  The vast majority of the UCO used in biofuel 
production is collected from commercial sources with less than 5% of the domestic UCO 
available currently collected. 

• A growing number of local authorities are working with local producers and private 
waste companies in setting up waste oil collection facilities in household waste 
recycling centres across the UK.  These include, Cheshire East and Cheshire West; 
Merseyside; Greater London, Greater Manchester; West Midlands; Warrington; Norfolk; 
Suffolk; Hartlepool; Vale of Glamorgan; South Gloucestershire; Bridgend; Southampton 
and many more. 

• Water companies in the UK currently spend £15m per annum clearing used cooking oil 
from their sewers and 75% of the 200,000 drain clearance call-outs every year involve 
used cooking oil. 

• Biodiesel produced from used cooking oil (UCO) is one of the most sustainable fuels 
available for transport and heat and power systems, delivering an 83% greenhouse gas 
saving versus fossil fuels.   

• As UCO is a waste product it avoids a host of contentious and negative effects 
traditionally associated with biofuels, such as Indirect Land Use Change and the 
displacement of agricultural land for the growth of food crops.  

• The majority of UCO collectors and biodiesel producers are based in traditionally 
industrial areas of the UK.  For example the larger producers are based in Motherwell, 
Scotland (Argent); Teeside (Harvest); Immingham (Greenergy); the North West of 
England (Agri Energy and Convert2Green) and London (Uptown Oil).  Smaller 



producers are based in Cardiff, Armagh, Bristol, Mansfield, Southampton, High 
Wycombe, Chorley, Nottingham, Pembrokeshire and many more towns across the UK.  

• There are some 30 registered medium and large UCO collectors and biodiesel 
producers in the UK using waste products such as UCO to produce fully sustainable 
biodiesel for use in transport and in heat and power generation, employing 
approximately 1000-1200 people.  

• The industry began in 2006/7 and has experienced growth of 20-30% per annum, 
although there have been many business failures. More and more vehicle fleets are 
now using high-blends of biodiesel, but the process of satisfying vehicle manufacturers, 
fleet managers and tender processes can take 2-3 years.  For example, the 
Environment Agency runs its fleet on B25-B50.  Initially, they ran a trial for one year from 
one depot to ensure all vehicle types and weather conditions were covered.  The 
ensuing tender process to find a suitable supplier fulfilling all of their criteria took a 
further year, followed by a roll out to all sites including tank purchases, which took a 
further year. In addition, whilst UCO biodiesel has the same calorific value as regular 
diesel, requires no technological adjustments to fleet vehicles, and does not result in 
any vehicle warranty issues, many fleet managers continue to remain reluctant to 
switch to biodiesel as a result of perceived costs involved in making the transfer. 

• Key to further growth in this nascent industry is policy certainty and stability for investors, 
producers and users, to ensure the necessary long term commitment to growth. 

• UCO biodiesel supplied in to high blend fleets is currently priced at the same level as 
mineral diesel due to the support provided by the differential.  This is vital for high-blend 
users (up to B100 blends), as they will only use the fuel if it remains cost-neutral to them.  
In the current economic climate and working on a 2% margin, customers cannot afford 
to support green fuels otherwise. 

• UCO as a feedstock tends to track the price of virgin cooking oil and the crude oil 
price, whilst biodiesel production involves a significantly high fixed cost, more expensive 
than the production of mineral fuels.  UCO biodiesel producers therefore work within a 
tight margin.  

 
2. The duty differential – stimulating the Green Economy 
 
• The current 20p duty differential for biodiesel produced from Used Cooking Oil (UCO) 

has been a tremendous success in providing stability for the sector, promoting 
investment, training, employment and technical innovation in a vital part of the 
renewable energy industry.   

• As a result of the duty differential approximately 99 million litres UK UCO of was 
collected and turned into biodiesel last year.  With approximately 151 million litres still 
uncollected, the significant potential for growth of this sector is evident.  

• Latest reports from the Renewable Fuels Agency (RTFO Quarterly report 12: provisional 
data April 2010 to April 2011) demonstrate that in just over a year, as a result of the 
stability provided by the duty differential, UCO has become the primary fuel source for 
biofuel used in UK transport, delivering 50% of the biodiesel and 30% of the volume of 
biofuel used on our roads. Its widespread use has also helped the Government exceed 
its greenhouse gas savings target in road transport by 8%.  

• Biodiesel producers create local employment opportunities and are developing the 
green skills vital to the UK’s low carbon economy, including green chemistry, research 
and development and specialist production skills.  As customer demand for the retrieval 



of other waste streams increases, these skills are being adapted to drive future 
renewable energy development from waste, such as anaerobic digestion from food 
waste.  In addition, producers are working with local authorities to set up waste oil 
collection and recycling centres for domestic households. 

• Whilst the Treasury estimated the ‘cost’ of the 20p fuel duty differential at £10m per 
annum in the March 2010 Budget, given the significant increase in the amount of UCO 
biodiesel used in road transport seen in the last year as a result of the success of the 
differential, this is likely to be closer to £80 million at present capacity, with £19 million as 
the ‘cost’ in relation to UK UCO biofuels only.  However, should the differential be lost, 
industry estimates suggest that as a result of enforced business closures, some £36m in 
VAT, corporate and personal tax revenues could be lost each year if the differential 
was to be removed.  Over the next five years, based on the current growth trend, the 
expected tax revenues lost to the Government could increase three-fold, meaning 
£108m of taxable revenue would be lost each year to the Treasury.  

 



3. The impact of the removal of the duty differential  
 
• In the 2011 Budget the Government announced that the differential is to be abolished 

from April 2012.  The industry is deeply concerned about the potentially catastrophic 
impact this will have on the sustainable biodiesel industry. The removal of the tax 
differential means UCO biodiesel will become prohibitively expensive, and high blend 
users such as McDonalds, 3663, Bidvest Logistics, Stagecoach and Biffa Verdant will 
have no choice but to turn back to fossil fuels.  

• With the removal of the differential, the industry estimates that some 3,000 direct and 
indirect jobs could be lost over a five year period. UKSBA members have built up 
considerable levels of green skills and expertise, the loss of which could seriously impede 
the development of the renewable energy sector in the UK, and consequently the 
growth of the green economy which will be worth an estimated £4 trillion by 2015. As 
the Environmental Audit Committee’s recent report on Environmental Taxes and Budget 
2011 stated, the Government’s decision to remove the incentive is a “strategically 
retrograde act”.  

• A recent report by the NNFCC report, Advanced Biofuels: The Potential for a UK 
Industry, commissioned by the Departments for Transport and Energy and Climate 
Change warns that the UK is likely to miss its renewable fuel for transport targets without 
significant investment into second generation biofuels (£895m) including those made 
from waste products, which it estimates could save the UK 3.2 million tonnes of CO2 
each year while creating 6000 full-time construction jobs and over 2000 permanent jobs 
in the supply and operation of the plants. However, current instability of demand as a 
result of the removal of the duty differential is preventing this much needed investment, 
hindering further development of new technologies and the growth of the UK low 
carbon economy.   

 
Case Study: Germany – Detrimental Impact of the Removal of Biodiesel Tax Incentives 
 
Biodiesel has been produced for the German market since 1999 and Germany has been on of 
the EU’s top producer of biofuels. In 2006, Germany was the largest European biofuel 
consumer, with a consumption estimate of 2.8 million tons of biodiesel, which was largely a 
result of the excise tax exemptions provided for biofuels. Since 2007, firms which market petrol 
and diesel in Germany are obliged to market a legally prescribed minimum percentage of 
such fuels in the form of biofuel.  In 2008 the quota was set at 4.4% for biodiesel and 2% for 
petrol.  However, following concerns at the European level about the environmental 
sustainability of biofuels, the German Government started to roll back some incentives.  
 
On 1st January 2008 Germany abolished the full tax exemption for liquid biofuels and 
replaced it with a blending quota, thus instantly reducing the domestic market, and 
according to the Federation of Germany Biodiesel Manufacturers, the German biodiesel 
industry is currently running at less than 60% of production capacity. 
 
The move led to a significant decline of the share of the German biofuels industry in the 
transportation sector from 7.1% in 2007 to 5.9 % in 2008. According to the 2009-10 report on the 
German biodiesel industry published by UFOP, biofuels consumption has fallen from a high of 
4.00 million tonnes in 2007 before the elimination of the biodiesel tax credit, to 2.605 million 

http://www.thegreencarwebsite.co.uk/blog/index.php/tag/nnfcc/
http://www.thegreencarwebsite.co.uk/blog/index.php/tag/renewable-fuel/
http://en.wikipedia.org/wiki/Germany
http://www.ascension-publishing.com/BIZ/Biodiesel-Germany-09-10.pdf


tonnes in 2010. Overall, the use of B100 (100% biodiesel blend) has also dropped more than 
80% from its 2007 high, negating the progress in emissions savings that had previously been 
achieved. Recent years have seen the closure of several German biodiesel plants following 
the Government’s decision to raise taxes on green fuels and scale back investment.  
Germany’s biofuels industry has also said that the market is suffering from great uncertainty as 
a result of the mixed signals being sent by the Government.  
 

4. The Inadequacy of the RTFO 
 
• The Government’s present position is that biodiesel made from waste will receive 

double certificates under the Renewable Transport Fuels Obligation (RTFO) which will 
act as a replacement for the differential. However, there are a number of reasons why 
the double certificates will fail to support the industry: 

o Certificate values are highly volatile and are affected by many global factors, 
outside of the Government’s control – for example, the price of biodiesel and 
bioethanol in the market place. During 2011 a large import of subsidised US 
bioethanol meant that, for a period of time, certificates had no value in the 
market.   

o Government assertions that certificates are trading between 20p and 24p are 
based on prices from auction houses that only deal with a very small percentage 
of certificate trading.  The majority of trading is carried out by producers direct 
through brokers and many millions of certificates were traded in year 4 (2011/12) 
for far less than 20p.  The only known firm bid for next year’s certificates (Year 5) 
stands at 13p per certificate – a level of deficit against the present 20p tax 
differential which will have very serious repercussions.  

o The large fluctuations in certificate values under the RTFO scheme mean that the 
mechanism will not be an adequate substitute for the targeted, stable, and cost 
effective duty differential.   . 

o Unlike ROCs under the Renewables Obligation, there is no minimum value for the 
certificates and it is not possible to fix the certificate price in a narrow band of 
value. 

o Double certificates will be offered to all waste derived biofuel, despite the 5% 
obligation, leading to an increased supply of certificates (minimum 30% increase 
as UCO contributes 30% of biofuel with one certificate, without other wastes 
accounted for), a cap in demand and a reduced certificate price. 

o The proposed certificate validation system will lead to cash flow delays (a 
predicted £400k cash flow reduction on a 1 million litre per month production 
base) and increased cost of administration for SME’s. 

o Whilst the more stringent sustainability criteria under the revised RTFO could be 
seen to be of benefit to UCO biodiesel given the significant GHG savings it can 
achieve, the industry does not believe that the double certificate proposals will 
help to support the domestic UCO biodiesel industry. The RTFO fails to provide 
support for UK producers as obligated suppliers are free to meet their biofuel 
targets from a range of sources, including imported Argentinean soy which 
delivers much lower GHG savings (36%) in comparison to UCO.  

o RTFO certificates only apply to biodiesel sold to obligated suppliers, such as BP 
and Shell, and therefore will not help to support individual consumers and HGV 



fleets that use high blends of biodiesel. In summary, the RTFO mechanism was 
designed to deliver a certain percentage of renewable fuel in to the transport 
sector, and was not intended to support the production of biodiesel in the UK or 
encourage the use of high blend biodiesel, and is therefore an inappropriate 
substitute for the targeted differential.  

• The previous Government understood that removing the stable mechanism of the tax 
differential before the RTFO had been fully tested as a means of support going forward, 
would pose a serious risk to this developing industry.  The tax differential was originally 
extended to provide a safety net during the implementation phase of the RTFO, 
anticipating at least a 1 year overlap between the two systems.   

• Under EU law, the Renewable Energy Directive was expected to be incorporated in UK 
legislation through the revised RTFO by the 5th December 2010. However, due to delays 
in the RTFO consultation process, there will now only be a matter of a few months 
between the implementation of the RTFO on 15 December 2011 and the removal of the 
tax differential on 31st March 2012, leaving little time for producers to adapt their 
business models and assess the effectiveness of the revised RTFO, gambling the very 
future of the sustainable biodiesel industry on the immediate success of the revised 
scheme. 

• Further EU reviews of the Renewable Energy Directive will mean further revision of the 
RTFO up to 2014 and continuing uncertainty.  This makes long-term planning in the 
industry difficult and creates a lack of market certainty that discourages the capital 
investment and skills training necessary for renewable energy projects to get off the 
ground.   

• Without the stability offered by the differential or a minimum certificate price, the 
prospects for the biodiesel sector - a key contributor to the low carbon economy - will 
be extremely challenging. The net result is that the stable, efficient mechanism of the 
duty differential will be replaced with a highly uncertain and volatile system which will 
act as a barrier to the very industry it is meant to support.   

 
Case Study: France – Tax Exemption for Biodiesel Consumption   
 
France is one of the leading EU Member States in terms of the production and use of biofuels 
in transport. The Government’s energy strategy has focused on improving environmental 
assessments and developing second-generation biofuels, such as UCO biodiesel, which they 
hope will enable a more diverse raw material choice to be developed and competition for 
production with foodstuffs restricted.   
 
France has been using tax reductions for bio-fuels since 1998 as well as capital grants for 
about 20 years.  The French Government unveiled ambitious measures to encourage the 
production of biofuels and accelerate their development in 2004.  Consequently, the target to 
include 5.75% of biofuels by 2010 was brought forward to 2007, and the 2010 target increased 
to 7%. The Finance Law 2005 introduced a general tax on polluting activities for biofuels, 
aimed at encouraging oil companies and distributors to incorporate a certain percentage of 
biofuels into the fuels made available for consumption in France. By way of an incentive, the 
Government has maintained a system of partial tax-exemption for internal consumption tax 
(TIC) which allows for the offsetting of the additional cost of manufacturing biofuels in 
comparison with fossil fuels. Other incentives include a tax exemption for ethanol 



incorporated directly into petrol, tax reductions on company cars that run on biofuels, and a 
50% exemption on the additional tax for registration certificates. 
 
As a result of these incentives, France continues to be the second largest European producer 
and consumer of biofuels in transport. Recent figures demonstrate it produced 2.5 million 
tonnes of biodiesel this year in comparison to only 0.4 million tonnes in the UK.  

 
5. Conclusion 
 

The UK Sustainable Biodiesel Alliance (UKSBA) is increasingly concerned about the 
Government’s decision to the remove differential for biodiesel produced from used cooking oil 
(UCO) in March 2012. We are now just months away from losing a burgeoning industry that is 
uniquely well placed to help the UK deliver significant carbon reduction savings required of it 
from transport emissions by 2020 and to drive economic growth through the creation of green 
collar skills for the low carbon economy.    
 
Industry modelling suggests there may be a range of solutions to smooth the transition to 
double certificates, including a minimum certificate value, a reduced duty differential or a 
split of the biodiesel and bioethanol obligations under the RTFO. The Government might 
consider underwriting the 20p or the differential could be applied only to UK UCO biodiesel at 
much lower cost to the Treasury. However, as responsibility for waste derived biodiesel falls 
under the remit of four different departments – the Treasury, Defra, the Department for 
Transport and the Department for Energy and Climate Change – there is a lack of policy 
coordination and joined up thinking on support for the sustainable biodiesel sector, preventing 
meaningful discussions about the potential policy solutions from taking place with industry 
representatives. The UKSBA believe that these conversations need to happen as a matter of 
urgency if the Government is to avoid losing a successful industry, predominantly made up of 
SMEs, that is uniquely well placed to help the UK deliver significant carbon reduction savings 
required of it from transport emissions by 2020.  
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Executive summary 

Combined heat and power (CHP) contributes to the green economy and has the potential to 
facilitate the continued decarbonisation of energy use. The UK’s industrial competitiveness 
can, and must, be maintained whilst addressing emissions and wider sustainability concerns.  

CHP simultaneously generates heat and power (electricity) in a single highly efficient process. CHP is 
fuel-neutral with a range of plant designs that utilise renewable or fossil input fuel. Whatever the 
feedstock, CHP represents the optimal use of that fuel. With significant deployment across 
industry, CHP is already providing cost effective carbon abatement and supports the industrial 
competitiveness and employment for companies operating in a global marketplace. 

• The CHP industry employs 116,000 people, which could more than double as installed capacity 
reaches its full potential of 14 GW. 

• The 6 GW CHP capacity installed to date saves 13 million tonnes of CO2 per annum. 

As an energy efficiency technology CHP simultaneously improves industrial competitiveness and reduces 
emissions. The UK Government has recognised the value of CHP. HMRC stated; 

“CHP provides one of the most cost-effective approaches for reducing CO2 emissions and plays a 
crucial role in the UK Climate Change Programme.” HMRC Notice CCL1/2 July 2010  

Until recently support for CHP through Climate Change Levy (CCL) exemption has enabled businesses to 
invest in, and operate, CHP plants. Last year, however, the Government announced the removal the 
CCL exemption for new and existing CHP, previously available to 2023, as part of the Carbon Price 
Support (CPS) scheme. The removal of support for CHP will lead some plant to reduce 
operations or shutdown altogether. This will threaten the competitiveness of industry, 
increase UK emissions and put jobs at risk. The removal of the CHP Levy Exemption Certificate 
(LEC) alone will cost industry £1bn. 

To ensure that the green economy prospers across all sectors, it is vital that the Government reinstates 
accessible, enduring, bankable support for CHP to ensure it is the natural choice over separate 
production of heat and power. The Government’s proposals for a relief under the CPS are welcome but 
cannot achieve existing levels of support for CHP. This barrier to decarbonising industrial heat and 
electricity through CHP, however, can be removed if the Government acts now to address the following: 

• Ensure there is sufficient relief for CHP from CPS, based on the proportion of fuel that is used in 
CHP for heat generation  

• Retain CHP LECs until 2017 

• Ensure that long term support replace the value of CHP LECs when these come to an end. 

CHP offers a technology for energy users to participate in the decarbonisation agenda whilst retaining 
competitiveness and growing efficiency. With the right policy framework Government could open up a 
new front to tackle climate change whilst driving industrial growth.



 

 

 
 
Environmental Audit Committee: Green Economy Inquiry 

The Environmental Audit Committee is currently examining the concept of a green economy in the UK, 
what it should look like, and how it will help deliver sustainable development. Further to this, the 
Committee also wishes to examine the barriers preventing the transition to a green economy and the 
Government’s role in tackling these and creating the conditions necessary for a green economy to 
thrive. 

 

CHP and the green economy 

The Green Economy Environmental Audit Committee inquiry seeks to understand exactly how to bring 
together the two concepts encapsulated in the term ‘green economy’. It is essential that the greening of 
the UK economy must not be at the expense of industrial competitiveness, but neither should unabated 
emissions, a market failure, be allowed to continue. 

Combined heat and power (CHP), can be used in many applications across the economy, from microCHP 
replacing domestic boilers to large-scale industrial CHP. CHP simultaneously generates heat and power 
(electricity) in a single efficient process. This contrasts with conventional ways of generating electricity 
where up to two thirds of the overall energy consumed is lost. CHP is fuel-neutral with plant designed 
for a range of fossil and renewable fuels, but whatever the input fuel, CHP represents the optimal 
use of that primary fuel. As CHP is essentially an efficiency gain it provides cost effective carbon 
abatement whilst increasing industrial efficiency. 

This paper focuses on industrial CHP applications, as currently they account for the majority of 
installations and are under significant threat from current policy reform which, if not addressed, will 
result in significant impact on UK businesses.  

CHP’s role in greening the economy 
The CHPA wholly supports the concept of a green economy that addresses not just carbon emissions 
reductions but wider sustainability and resource concerns. It is important, however, not to consider the 
‘green economy’ as separate to the wider economy. Rather, to meet the UK’s challenging carbon 
targets1, we must consider how to green the economy as a whole. 

Industrial demand accounted for 27% (104 TWh) of the UK’s total (384 TWh) electricity demand in 
20102, and 30% (272 TWh) of the UK’s total (907 TWh) heat demand3 in 2005. Decarbonising these 
businesses can make a considerable contribution to greening our economy.  

Whilst CHP is deployed in commercial and domestic applications in the UK, the vast majority (89%)4, of 
the 6 GWe installed to date5 is in this industrial sector. Analysis in 2008, however, estimated that there 
is an additional 8 GWe industrial CHP capacity6 not yet deployed in the UK. 

CHP gets to the heart of the green challenge, tackling emissions from both heat and electricity 
generation. The carbon saved by CHP installations is calculated against a baseline of electricity 
generated by alternative means; fossil fuels. The UK Digest of United Kingdom Energy Statistics 
(DUKES) calculates the carbon saved by CHP annually and in 2010 estimated that the 6 GWe CHP 
capacity installed to date saves up to 13 million tonnes of CO2 per annum7. 

 

                                               
 
1 80% carbon reduction on 1990 levels by 2050 
2 Industrial consumption of electricity in 2010, Digest of United Kingdom Energy Statistics (DUKES) 2011 p119 /120 

http://www.decc.gov.uk/en/content/cms/statistics/publications/dukes/dukes.aspx 
3 2005 UK heat demand, BERR Heat call for Evidence 2008 p12 
4 DUKES 2011 p164 
5 DUKES 2011 p159 
6 Poyry Energy Consulting, Potential for CCGT CHP generation at industrial sites in the UK 2008, p1 
7 DUKES 2011 p167 



 

 

Carbon saved by CHP in 2010 tCO2/MWe Total CO2 saved from CHP 

Carbon savings against all fossil fuels 2.17 12.98 MtCO2 

 

CHP - Keeping industry competitive 
In addition to playing a vital role in greening industry, CHP also helps industry remain competitive. 
As the most efficient use of primary fuel CHP reduces energy costs whilst reducing emissions. 
Combined, these cost reductions ensure UK products remain competitive in an international 
marketplace and that industry remains in the UK. 

CHP - A green industry 
The CHP industry itself is also one of the UK’s ‘green industries’ contributing to the economy and 
providing jobs. The CHPA commissioned a report in 20098, which, based on primary data from CHPA 
members, calculated the number of employees employed directly by the sector plus those in the supply 
chain. The report calculated that a total of 116,000 people were employed by the CHP industry 
across the 6 GWe of installed CHP capacity. This could more than double as installed capacity reaches 
its full potential of 14 GWe. 

 

CHP and the policy framework 

Government endorsement for CHP 
HM Revenue and Customs (HMRC) made explicit the UK Government’s endorsement of CHP recognising 
the cost and carbon reduction benefits of this energy efficiency technology. 

“CHP provides one of the most cost-effective approaches for reducing CO2 emissions  
and plays a crucial role in the UK Climate Change Programme.” 9  

Whilst the Government has recognised the potential of CHP at a strategic level, however, the policies 
that currently support its deployment are under threat.  

Current support for CHP 
In recognition of CHP’s role in carbon reduction, current UK energy policy provides exemption from the 
Climate Change Levy (CCL) for CHP plant. This includes vital Levy Exemption Certificates (LECs) for all 
power sold off-site as well as an exemption on the tax on input fuel. These exemptions have 
enabled businesses to invest-in and operate CHP plants.  

Removing support for CHP 
From 2013, the Government will remove the CCL exemption for CHP, replacing the CCL CHP input fuel 
exemption, the new Carbon Price Support (CPS) tax on CHP input fuel. Whilst this tax is designed for 
the power market, the design proposes that fuel for heat in CHP will also pay this tax. This new tax will 
lead to a significant increase in costs for sites operating CHP, especially energy intensive industries and 
manufacturing sectors. These manufacturing sites are essential for providing new jobs and investment 
during fragile economic conditions. 

As part of the CCL reform, the Government will remove CHP LECs from 2013. The Government’s 
proposed solution is replacement of LECs with some measure of relief on the CPS but industry modelling 
(developed and shared with the Government) clearly shows that even with 100% relief there is 
insufficient value or certainty to retain existing levels of support for CHP.  

Cost implications 
The removal of LECs and introduction of CPS will have a significant impact on CHP operators in the UK. 
Industry modelling indicates that in real terms, the value of lost LECs from 2013/14 to 2022/23 will be 
£1.56 billion10.  

In addition to this, the impact of the introduction of the CPS from in the first year alone is an additional 
£127 million11. 
                                               
 
8 CHP Employment Survey, Delta Energy & Environment March 2009 p3 & 4 
9 HMRC Notice CCL1/2 July 2010 (subsequently replaced by CCL1/2 November 2011) 
10 CHP industry modelling, fully shared with Government.  



 

 

The combined impact of the removal of LECs and introduction of the CPS will mean that sites face 
significant additional costs which will penalise CHP operators for having invested in CHP to 
reduce emissions. The scale of this burden will render not only the investment case for new plant 
unacceptable, but as these changes also apply to existing plant, it is likely that these operators will 
revert to separate generation of heat and power, negating cost effective carbon savings and increasing 
their cost of operations. 

How can CHP continue to contribute to greening the UK economy – removing the barriers  
The major barrier to decarbonising industrial heat and electricity through CHP, the proposed reduction 
in financial support, is simple to address. To ensure that businesses, who responded to government 
signals and invested, continue to operate their CHP plant, the Government must ensure that support is 
not withdrawn. To enable CHP to fulfil its potential in greening industry affordably, CHP must have 
enduring bankable support to ensure it is the natural choice over separate production of heat 
and power.  

The policy framework must: 

• Ensure fair treatment for CHP under Carbon Price Support, through an exemption based on 
the proportion of fuel that is used in CHP for heat generation (the carbon price support is designed 
to impact electricity generation NOT heat generation) 

• Retain the Climate Change Levy CHP Levy Exemption Certificates until 2017 

• Ensure that accessible long term bankable support to replace the value of Climate Change 
Levy CHP Levy Exemption Certificates when these come to an end. 

Without these changes, not only will new stations not be built, but existing stations may 
close and the current carbon savings and low carbon energy supply from them will be lost. Replacing 
the value of LECs is the only way to ensure CHP electricity is sufficiently valuable for them to continue 
generating. 

Industry needs a commitment now that Government will ensure that CHP plant retain the full 
value of existing exemptions 
 

 

CHP offers a technology for energy users to participate in the decarbonisation agenda whilst 
retaining competitiveness and growing efficiency. With the right policy framework 
Government could open up a new front to tackle climate change whilst driving industrial 
growth.  

 

6 January 2012 

                                                                                                                                                       
 
11  The actual level will depend on the level of relief given to CHP plant.  Numbers based on no relief as no other 

information has yet been published. 
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