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Summary

Action is being taken across the globe to stimulate low-carbon and green industry during
the current economic downturn. The US have a range of detailed policy proposals which
aim to make it a world leader in environmental industries. In January the US President
stated that his 2009 Economic Stimulus Plan will spend over $50 billion to create half a
million new green jobs. Other governments including Germany, Japan and Korea have
taken similar action.

We recognise that the UK Government has allocated a significant amount of money for
delivery of its Low Carbon Industrial Strategy and its Low Carbon Transition Plan. This
includes the first investments from the £405 million for low-carbon industries and
advanced green manufacturing announced in the 2009 Budget. The scale of this
investment is not enough to meet the Government’s emissions targets nor is it enough to
provide the economic advantage needed for the UK to compete at an international level.

Employment opportunities in low-carbon industries are significant. To take advantage of
these in the face of global competition the Government must move quickly to identify
those sectors in which the UK can take a lead. It must develop a strategy that encourages
investment both by reducing barriers to growth and by ensuring a stable demand for low-
carbon products and services. The Low Carbon Industrial Strategy goes some way to
achieving these two aims. It is actively targeting the renewable energy sector but does not
effectively address a transition across the whole economy. There has been discussion and
some activity, but the transition is not yet happening. Industry leaders and investors must
be reassured that the Government is committed to long-term support for low-carbon
industries. Businesses must be encouraged to take the low-carbon route to growth and a
strong carbon price is best way to do this.

The Climate Change Act 2008 provides for legally binding carbon reduction targets. The
Committee on Climate Change has identified key sectors in which energy savings must be
made. The Government’s strategy on green jobs must be directly linked to these sectoral
targets and green industries developed to achieve these. In particular a ‘quick win’ street-
by-street programme of energy saving measures for households must be developed as a

priority.

Relying exclusively on the market to address skills gaps is causing delays in greening the
economy. The demand-led approach to skills has not worked because employers are
unable effectively to articulate their needs to the skills delivery bodies. The Government’s
new skills strategy must prioritise the skills needed drive the economy through the low-
carbon transition. A body to lead the green skills agenda must be found and low-carbon
skills need to be integrated through the whole skills delivery system to encourage
behavioural change across the entire economy.
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1 Introduction

1. The Committee on Climate Change’s first three carbon budgets were broadly accepted
by the Government and became law in May 2009.! The budgets require an emissions
reduction of 34% in 2020 and 80% in 2050 relative to 1990 levels.” To achieve these targets
the UK will need massively to reduce its dependency on carbon. This will have huge
implications across all sections of society. Industry will have to de-carbonise; homes will
have to become more energy efficient; transport must become more sustainable.

2. On July 15 2009, the Government launched the Low Carbon Transition Plan. This is a
strategy to make the UK a low-carbon nation. Alongside it the Government also published
a Low Carbon Industrial Strategy, a Renewable Energy Strategy and a Low Carbon
Transport Plan.

3. The Government predicts that the effects of the recession will be less severe in the low-
carbon sectors. As economic uncertainty is reduced a significant proportion of growth
could be generated by renewable energy activities and other low-carbon industries (these
include: low-carbon transport, energy efficiency, nuclear energy, carbon capture and
storage, and carbon finance). The UK has a chance to gain comparative advantage in key
areas of the environmental supply chain through developing internal capacity and
maximising export markets.” Developing a sustainable low-carbon economy is the only
way to meet our climate change commitments while maintaining a healthy economy and
high levels of employment.

A Green New Deal

4. Governments over the world have moved to implement their own forms of green fiscal
stimulus to tackle current economic instability. These are programmes designed to inject
spending and demand for labour into environmentally friendly sectors.

5. Proponents of a green fiscal stimulus for the UK argue that investment in green
infrastructure will stimulate employment and economic growth in the short-term and will
ensure the UK workforce gains the necessary skills and expertise to compete in a low-
carbon economy in the medium- and long-term. Energy efficiency schemes in particular
could create a large number of jobs and build up the skills in the workforce that will help
drive the transition to a low-carbon economy. Tom Delay, Chief Executive of the Carbon
Trust, stated that a green stimulus during the recession is attractive to taxpayers and a good
use of their money.*

1 Committee on Climate Change, Building a low carbon economy: the UK contribution to tackling climate change,
December 2008

2 Carbon Budgets Order 2009 (SI 2009/1259)
3 Ev 101

4  Aldersgate Group, Commission Statement: Driving Investment and Enterprise in Green Markets, June 2009, p28
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Skills Gap

6. The Government will not be able to deliver the Low Carbon Transition Plan without the
right skills and human capital. The Commission on Environmental Markets and Economic
Performance (CEMEP) was established to ensure that the UK is able to seize the new
opportunities of the low-carbon economy. CEMEP noted that one in three firms in the
environmental sector is being hampered by a shortage of skilled staff.

7. Government has responded to a similar challenge in the energy sector by creating a new
National Skills Academy for Power and a new Sector Skills Compact, to deliver more
highly skilled and qualified workers in the nuclear, oil and gas industries. The Government
published Skills for Growth, its new national skills strategy on 11 November 2009. This
provides a commitment to invest further in skills for the sectors on which future growth
and jobs depend.

8. The evidence we have received suggests the skills gap still represents a major barrier to
UK success in environmental markets. We have also received evidence that a more general
green skills set will be required to provide the entire economy with resource efficiency and
leadership skills needed as the economy moves to more sustainable patterns of production
and consumption.

Our inquiry

9. This inquiry builds on our recent work into the green fiscal stimulus aspects of the 2008
Pre-Budget Report and considers how the UK can maximise the environmental
opportunities from changes in public spending to tackle the recession.” Our report
provides an assessment of the Government’s cross-departmental approach to developing a
low-carbon economy and providing the investment and skills base for this.

5  Environmental Audit Committee, Third Report of Session 2008-09, Pre-Budget Report 2008: Green fiscal policy in a
recession, HC 202
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2 Current Policy

Fiscal Stimulus

10. The last Pre-Budget Report announced details of a ‘green fiscal stimulus package’. This
formed part of a wider economic stimulus package, “bringing forward £3 billion of capital
spending from 2010-11 into 2009-10 and 2008-09 for housing, education, transport and
other construction projects, supporting industries and jobs across the country”.® The
‘green’ element was only worth approximately one-sixth of this total and included:

e £405 million to help establish the UK as a market leader in renewables technology and
advanced green manufacturing in the next two years;

e £50 million extra for the Technology Strategy Board to expand its work with business,
developing innovation and new technologies;

e £375 million to help households and businesses with energy and resource efficiency;

e an uplift in Renewable Obligation banding for offshore wind for projects closing over
the next two years. Under this, renewable electricity producers will receive an increased
number of renewable obligation certificates for each MWh of electricity they generate.
These are sold to electricity suppliers who to meet targets to get a proportion of their
electricity from renewables; and

e £90 million more to fund engineering and design studies for Carbon Capture and
Storage (CCS).

11. In our report on the Pre-Budget Report we noted that though the £535 million capital
investment was welcome, it was not enough—especially given that most of this funding
was already committed, and would be offset by reduced spending in 2010-11.

12. The Environmental Industries Commission (EIC) recognised that the Government has
allocated a significant amount of money for delivery of its Low Carbon Industrial Strategy
but they argued that its scale was significant only in relation to previous levels of funding
and to traditional Treasury thinking. In their view it was inadequate when compared to the
conclusions of the Stern Report, the Government’s emissions targets, the
recommendations of the Committee on Climate Change and the scale of low-carbon fiscal
stimulus expenditure in many other countries. They believed that there was a need to
recalibrate thinking in the Treasury and the Department for Business, Innovation and
Skills in order to base policy-making on a realistic appraisal of the changes required.®

13. The US, for example, has a range of detailed policy proposals and plans to spend over
$50 billion to create half a million new green jobs.” Germany, Japan and Korea have

6  HM Treasury, Pre-Budget Report: Facing global challenges: Supporting people through difficult times, Cm 7484,
November 2008, p 7

7  HM Treasury, Pre-Budget Report: Facing global challenges: Supporting people through difficult times, Cm 7484,
November 2008, Table 1.2, p.10

8 Ev58

9  HSBC Global Research, A Climate for Recovery: the colour of stimulus goes green, February 2009
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announced major growth plans for their domestic environmental industries. China’s
economic stimulus plan includes a $142 billion programme of environmental measures.
The Federal Germany Environment Ministry predicts that growth in environmental
technology markets will outstrip traditional economic sectors, with a 4% annual growth
rate, taking turnover in Germany to €1000 billion by 2030. Employment in the renewable
energy industry in Germany has increased by almost 50% between 2004 and 2006 and is
predicted to reach 400,000 by 2020."

14. In the UK, despite the fiscal stimulus provided in the Budget, investment in green
industries has been difficult to secure. BP has cut investment in its alternative energy and
other non-core business units by almost 30%, and Shell says it will make no significant new
investments in wind or solar power in the near future." Both are maintaining steady
investment in oil and gas exploration. The recent closure of the Vestas wind turbine factory
on the Isle of Wight with the loss of 600 jobs received a lot of media attention. Vestas will
maintain a research a development facility on the Island with the support of the UK
Government which is expected to grow providing employment for 150 staft.'>

15. The Sustainable Development Commission suggested to us that a fiscal stimulus in the
range of £30 billion was required.” The TUC suggested a stimulus of £25 billion, and the
Environmental Industries Commission (EIC) has suggested it should be £45 billion. EIC
said:

Germany is the world export leader; it exports £50 billion worth of exports to our £10
billion and that £40 billion gap in exports reinforces my underlining point that it is a
big market and there are many countries racing to grab a large share of it and we
need here in the UK to ensure that we are at the front of it. If governments are
putting money in through grants and other investments to support their domestic
environmental industries, then they are going to get a head start and it is well known
in this industry, and probably in other industries as well, that if you create an early
home market, you get first mover advantage."

16. The 2009 Budget also announced access to a share of £4 billion of new capital from the
European Investment Bank (EIB) through direct lending to energy projects and
intermediated lending to banks. We have heard that this funding is not readily accessible
and that the Government’s estimates of its share to the UK may be optimistic. The EIC said
that in 2008 the UK only received around 6% of European Investment Bank loans. When
measured against the £4 billion this works out at £240 million.”” The Government believed
that EIB capital would provide £1.4 billion for renewables projects in the UK. The

10 Federal Environment Ministry, Ecological Industrial Policy. Memorandum for a “New Deal” for the economy,
environment and employment, 2006 and Federal Environment Ministry, Renewable energy: employment effects.
Federal Environment Ministry, 2006

11 ENDS Report 410, March 2009, p 10

12 "Vestas closes blade factory on the Isle of Wight", Vestas press release 6/2009, 12 August 2009
13 Ev25

14 Q176

15 Q182
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Government have recently announced that three UK-based banks will start offering
intermediated EIB loans to onshore wind farms.'

17. The money offered in the UK’s green fiscal stimulus is not enough to compete
internationally in environmental sectors worth £3 trillion."” A priority to move quickly and
gain a competitive advantage is essential. The Government should urgently increase the
amount of money that contributes to the overall green stimulus by ‘greening’ more of
its current spending plans and ensuring access to European Investment Bank capital;
by doing so it will help create home markets and develop first mover advantage.

Low Carbon Transition Plan

18. However, if the UK is to develop competitive low-carbon industries, most of the
investment will need to come from the private sector. Public spending is very likely to be
reduced over the next five years to restore public finances to sustainable levels. To attract
private investment the Government’s transition policies must be clear and provide a
sufficient degree of long-term predictability. CEMEP called for a framework that is “long,
loud and legal”.'® The SDC noted that doubts within industry about future policy and
financing were a major impediment to action. They called for clearer signalling of future
policy and said that industry is sceptical about the Government’s intentions in the short- to
medium-term and is unsure that either the regulatory or fiscal regime required to drive the
low-carbon transition will be established."

19. The Government has sought to provide clarity about its policy framework. Its Low
Carbon Transition Plan was published in July 2009 to tie together energy, transport and
economic policy. It sets out the pathway for meeting the 34% cut in emissions on 1990
levels by 2020 under the carbon budgets. The Transition Plan was accompanied by a Low
Carbon Industrial Strategy, which sets out interventions to support industries critical to
tackling climate change; a Renewable Energy Strategy which maps out how we will deliver
the UK’s renewable energy target by 2020; and a Low Carbon Transport Plan, which sets
out how to reduce carbon emissions from domestic transport over the next decade.
Together they provide a set of high level goals for 2020 across the UK economy. These
include:

e More than 1.2 million people will be in green jobs.

e 7 million homes to will have benefited from whole house energy-efficiency
makeovers, and more than 1.5 million households will be supported to produce
their own clean energy.

e Around 40% of electricity will be from low-carbon sources, from renewables,
nuclear and clean coal.

o The average new car will emit 40% less carbon than now.

16 "Up to £1.4 billion in new loans for onshore wind farms" DECC press release, 2009/131, 10 November 2009
17 Ev 101
18 Commission on Environmental Markets and Economic Performance, Report, November 2007, p6

19 Ev26
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20. In September 2009, the Government published Jobs of the Future, setting out the areas
—including the low-carbon economy—where, as a result of expected growth and emerging
global trends, new jobs will be created in the UK.’

21. The Committee on Climate Change, published their first report to Parliament on
progress towards the carbon budgets in October 2009. This concluded that the transition
was not happening fast enough and that a ‘step change’ in emissions reductions was
required if we were to have any hope of meeting our carbon budgets.

22. We recognise that the Low Carbon Transition Plan attempts to provide a clear signal
about the move to a low-carbon economy. The evidence we have received, however, leaves
us unconvinced that the Government is providing business and industry with enough
detail about the changes that need to be made in a way that would enable them to secure
sufficient investment against clearly achievable business plans. The Government must
provide industry with a clear and stable long-term policy framework to guide them
through the low-carbon transition with enough detail to enable them to secure
investment. Business needs to be confident that financial incentives and regulation
designed to promote low-carbon industries will be maintained. In addition a bipartisan
political approach should be sought wherever possible.

Activism and selecting for stimulus

23. During the economic downturn it is essential that support is targeted at those areas of
the economy that will provide the greatest advantage in terms of carbon reduction, job
creation and international advantage. Policies that remove barriers and encourage
investment are needed to develop industries and jobs in the low-carbon economy. This
includes providing funding, encouraging markets and reducing the delays, risks and
uncertainties posed by planning and other obstacles.

24. The Low Carbon Industrial Strategy identifies a number of low-carbon sectors in which
the UK has the potential to take a leading global role. It sets out policies to make British
industry more competitive in these sectors. A number of measures to address market
failures or barriers are being used, including the first investments from the £405 million for
low-carbon industries and advanced green manufacturing announced in Budget 2009.
Grants totalling £6 million were awarded by DECC to wind turbine manufacturers on 16
September. The largest—£4.4 million—has gone to Clipper Wind Power to help develop
70-metre-long blades for its Britannia project, a 10MW offshore wind turbine.”’ These
market interventions form part of the Government’s industrial activism first advocated by
Lord Mandelson in December 2008. This aims to bring together different strands of
government policy to ensure low-carbon companies have access to the infrastructure,
skilled workers, research and development. Government argues that policy should be

20 Cabinet Office, Jobs of the Future, September 2009

21 "Made in Britain: the world's biggest wind turbine blades Cutting edge offshore turbines bigger than the Blackpool
tower", DECC press release 2009/100, 16 Sept 2009
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activist in the sense that it recognises that government can and must complement market
dynamics to get the best outcomes for the economy.*

25. This activism is strongest for off-shore wind energy. BWEA told us that once the
permission for the next round of developments has been awarded, there will be 565MW of
operating capacity in UK waters, 1,240MW under construction and 3,600MW with
consents but not yet being built. BWEA also state that the UK could achieve 20,000MW
capacity in 2020, which would constitute half of the total European market for offshore
wind according to the predictions of the European Wind Energy Association.” This
amount of UK capacity will require an investment of about £50 billion. A strong home
market would mean UK companies are well placed to exploit export opportunities to other
EU member states, as well as countries such as the US and China, which have indicated
that offshore wind is an important opportunity they intend to pursue *

26. We agree that stimulus for wind energy is vital if the UK is to develop a strong
renewable energy capacity but the Government must also recognise that other parts of the
low-carbon economy must receive a proportionate level of help. The first report of the
Committee on Climate Change, Building a low carbon economy, identifies a range of other
sectors that need to be grown. Their report sets out a number of priorities including:

e Decarbonising the electricity supply sector—renewable energy (wind generation;
solar power; tidal range technologies; biomass power); nuclear power; and carbon
capture and storage technology.

o Improving energy efficiency measures at home and at work, both through changes
in behaviour and investment in new technologies.

e Reducing transport emissions reduced through new technologies—increasing the
carbon efficiency of existing vehicles; electric cars combined with the
decarbonisation of electricity generation; hydrogen fuel cells; and biofuels, subject
to sustainability criteria.

27. We support the Government’s strategy of selecting areas of the economy for
intervention but more support must be provided. The Committee on Climate Change has
set out which areas of the economy need to be developed if the UK is to achieve its carbon
budgets though many of these sectors are not receiving an adequate share of the
Government’s stimulus. The Government must remove barriers and provide both
financial and non-financial incentives for the faster development of all the low-carbon
sectors of the economy highlighted by the Committee on Climate Change.

Wider financial incentives

28. The Government’s activism aims to correct market failures in targeted sectors. Most of
the measures proposed in the Low Carbon Transition Plan do this by providing a positive

22 Lord Mandelson in a speech to The Royal Society for the Encouragement of Arts, Manufactures and Commerce,
London, 17 December 2008, www.berr.gov.uk/aboutus/ministerialteam/Speeches/page49416.html

23 "Wind energy gives Europe a competitive advantage, says EU Energy Commissioner", European Wind Energy
Association press release, 16 March 2009

24 Ev69
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financial incentive; either through direct funding or maintaining market prices (for
example in the upgrading of Renewable Obligation banding for offshore wind for projects).
Both the TUC and SDC argued that a higher and sustained carbon price would be the best
incentive for industry-wide action. The EU Emissions Trading Scheme, through which
carbon is traded and its price is determined, has so far been unable to provide this.

29. Some US analysis have also suggested that a combination of fiscal stimulus and high
carbon prices are required. James K. Boyce, University of Massachusetts Amherst and
director of the energy and environment program at the Political Economy Research
Institute, has said:

Government stimulus alone isn’t enough, especially over the long-term [...] They’re
going to need to energize investors and capital markets and that means sending
strong, clear and consistent price signals to industry and market participants.”

30. Carbon taxes fix the price of carbon making it more predictable and less volatile than
carbon prices generated through a cap and trade schemes. Dieter Helm, Professor of
Energy Policy at the University of Oxford, has argued that some of the certainty from
carbon taxes could combine with a cap and trade scheme.?

31. Increased investment in renewables and low-carbon industries depends on a stable
carbon price at a sufficiently high level. The Government should take steps to ensure
that a strong carbon price signal will encourage the investment needed to drive the low-
carbon transition. We will deal with the issue of a strong and stable carbon price in more
detail in our report on carbon markets.

25 Michael Livermore, Unlocking the Green Economy How Carbon Pricing Can Open the Floodgates of Private
Investment in Clean Energy, December 2008, press conference,
http://policyintegrity.org/news/12.16.08CarbonPricingPressCallRecording.mp3

26 Dieter Helm, Caps and floors for the EU ETS: a practical carbon price, October 2008
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3 Where are the green jobs?

32. New employment opportunities will be created as the UK becomes a low-carbon
economy, particularly in the sectors highlighted in the Low Carbon Industrial Strategy.
Currently the workforce does not have the capacity to deliver the energy saving measures
or changes to renewable energy supply or transport that will be needed.” The
Government’s understanding of where these jobs are needed is limited.

33. The UK environmental goods and services (EGS) sector is growing. In 2004 the sector
had a turnover of around £25 billion, and accounted for around 400,000 jobs in some
17,000 companies. Government projections suggest that the UK EGS market will grow to
£34 billion in 2010 and £46 billion by 2015 with employment growing by at least 100,000
over the same period.”

34. Where this growth will occur is unclear. Targets have been established for generating
renewable energy. These provide a basis for forecasting employment and growth in this
sector. The TUC believes that in order to meet our 2020 renewables targets, we are likely to
see a ten-fold increase in jobs in this sector as a whole, from around 16,000 positions now
to 133,000 to design, manufacture, install and operate these new technologies. In the period
to 2020, onshore and offshore wind farms together are likely to generate over 80% of the
38.5GW of installed renewable electricity capacity. The TUC say up to 36,000 direct new
UK jobs could be created in the wind energy sector. The Government’s forecasts are more
optimistic. They state that renewable energy could provide £100 billion worth of
investment opportunities and up to half a million jobs in the renewable energy sector by
2020. A report published in March 2009, estimated that the wind power manufacturing
sector was worth £11.5 billion in 2007/08 and employed almost 87,500 people. Dr Gordon
Edge, director of economics and markets at the British Wind Energy Association, believed
the value of the wind industry to be roughly a tenth of this estimate, employing just 5,000.

We are somewhat surprised at the level of activity ascribed to our sector in the
UK][...] We are struggling to work out how they could come up with such a large
figure.”

35. The Minister for Further Education, Skills and Apprenticeships said that having a more
industrial activist approach to low-carbon industry relies on having good intelligence and
evidence of what is on the horizon.*® The sectors that are expected to grow, and where jobs
will be created, must be clearly signalled in order to plan for the low-carbon transition.
Skills delivery bodies need this information to plan their strategies and investors want
confident predictions about growth. The disparity between government estimates and
those from other bodies creates uncertainty about the potential of new low-carbon
industries and some distrust of the Government’s policy. The Committee on Climate
Change’s report to Parliament and the Low Carbon Transition Plan provide a good

27 Ev71,Q292, Q317

28 TUC, A Fair and Just Transition—Research report for Greening the Workplace, July 2005
29 ENDS Report 411, April 2009, pp 32-35

30 Q345
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starting point for setting out clear expectations about where new jobs will be needed. To
inform its activist approach the Government should build on the work of the
Committee on Climate Change and the Low Carbon Industrial Strategy to reassess the
number of new jobs that will be created in the move to a low-carbon economy and
provide more robust data on where these jobs will come from and why.

Job Displacement

36. The transition to a low-carbon economy will inevitably affect existing jobs. The UK
cannot base its future economic growth on activities that are carbon intensive. Jobs will
have to move from carbon-dependent sectors to low-carbon sectors as economic growth
shifts. Industries which will be most affected are the producers of carbon-dependent
products or services, like car manufactures or non-renewable energy producers. Industries
that produce products or services with high embedded emissions (e.g. steel making) will
need to reduce the carbon footprint of their goods, while industries that produce carbon-
dependent products (e.g. petrol car manufacturers) will need to diversify and change their
products. In all sectors new jobs to help business adapt to a changing climate will be
required. Job losses are not inevitable but the requirement for companies to be less carbon
intensive is. Failure to do this will incur ever increasing costs as the carbon market and
carbon reduction commitment take effect.

37. Certain parts of the UK are dependent on carbon-intensive industries. These
communities could suffer a large net loss of jobs. The Government’s strategy must take this
into account as jobs might not be created in the same geographical location.

38. The German government recently published a report on the wider impacts of
renewable energy policies on the German economy, which shows that the new jobs created
in the renewables sector outweighed the jobs lost elsewhere in the economy.’’ In the US,
research in California has estimated that almost 1.5 million jobs were created across the
economy between 1972 and 2007 as a result of household energy efficiency measures.’” In
contrast, a study funded by the European Commission found that under some economic
scenarios the net effect on jobs in the UK energy sector could be negative.

39. The TUC called for greater monitoring of this displacement of jobs.** Links can be
drawn between different sectors or regions so that employment opportunities are made
available to those areas that suffer greatest job losses. There are also links between the skills
used in new and old industries that provide a route for redeployment of the workforce. The
BWEA have noted similarities between the experience and skills required in the offshore
oil and gas industry and the offshore wind industry.* This experience could be used to help
develop new industries in areas where job losses could be expected.

31 Federal Ministry for the Environment, Nature Conservation and Nuclear Safety, Renewable Energy: Employment
Effects, 2006

32 Roland-Holst, Energy Efficiency, Innovation and Job Creation, Centre for Energy, Rsources and Economic
Sustainability, University of California, 2008

33 Q100
34 Ev69
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40. It is not clear to us that Government has a coherent approach to how to deal with this
economic displacement. It is important that they reflect on how employment in new and
traditional sectors will be affected Regional Development Agencies (RDAs) are in a
position to provide some assessment of this regional and sectoral displacement. The Low
Carbon Industrial Strategy makes reference to collaboration between RDAs and other
partners but does not detail how this will happen. Strategic cooperation between RDAs is
all the more important because by April 2010 the nine Regional Learning and Skills
Councils will be dissolved and the work of developing regional skills strategies will be taken
on by the RDAs. RDAs currently lead on a wide range of initiatives to secure
environmental and social benefits together with economic development for regional
communities. Typical examples of innovative approaches in low-carbon sectors include:

e Yorkshire Forward’s carbon capture and storage partnership. The partners include a
consortium of 25 energy and industrial companies, local agencies, the TUC and unions.

e The South West RDA’s support for a Green Workplaces partnership in the region.

o Three Greater South East RDAs have established Low Carbon Economy as an
established priority.

41. The Government has not yet carried out research in the UK to assess the likely impact
of decarbonisation on existing industries and jobs. The Government should undertake
research in partnership with trades unions, employers and Regional Development
Agencies to gain a broader understanding of the impact of any job displacement
resulting from the move to a low-carbon economy and to develop strategies to mitigate
these effects.

Fair transition

42. Significant periods of economic restructuring in the past have often happened in a
chaotic fashion. Many individuals and communities in the UK are still adapting to the shift
away from industrial production over the last 30 years. Trades Unions have argued for a
‘Just Transition” to a low-carbon economy that fairly distributes the costs and benefits of
policies across the economy.”

43. There is currently a very active debate on the prospects for green jobs in the United
States of America. Here an emphasis is placed on ensuring green jobs contribute to the
social and economic sustainability of low income groups and deprived communities. This
is visible in the work of the Apollo Alliance (“a coalition of business, labour and
environmental groups championing green employment”), the Blue-Green Alliance (“a
coalition of unions and environmental groups, led by the United Steelworkers and Sierra
Club”), and Green for All (“a national organization dedicated to building an inclusive
green economy strong enough to lift people out of poverty”). Green for All was founded by
Van Jones, author of The Green Collar Economy, and President Obama’s “green jobs czar”.

44. One of the aims of focussing green jobs on low income groups is to build support for
environmental policies among ordinary working people. Van Jones has said:

35 TUC, Touchstone Pamphlet 3, A Green and Fair Future: For a Just Transition to a Low Carbon Economy, 2008
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The green economy is not just a place where affluent people can spend money. It is
fast becoming a place where ordinary people can earn money. In fact, the only part of
the U.S. economy that is growing—the only part of the economy that can grow, long-
term—is the green part. So the green wave’s new products, services, and technologies
could mean something important to struggling communities: the possibility of new
green-collar jobs, a chance to improve community health, and opportunities to build
wealth in a sustainable way. [...] Working people will have a powerful incentive to
support a green-growth agenda as long as green partisans embrace broad
opportunity and shared prosperity as key values.*

45. Kevin Brennan MP, Minister for Further Education, Skills, Apprenticeships, said the
Government is putting together a Just Transition forum to address the provision of jobs
during economic transition.” The Government needs to do more to link its policies on
tackling poverty and unemployment with the green agenda. The forthcoming DWP
White Paper provides an opportunity for the Government to embed this thinking
within its employment policy.

Quick Wins

46. The Aldersgate Group, a coalition of businesses, environmental groups and individuals,
call for a street-by-street home insulation programme for social housing that would “create
thousands of jobs, develop low-carbon skills and re-invigorate the construction sector
during the recession”.*®

47. The Committee on Climate Change stressed the importance of improving energy
efficiency in homes and recommends that the Government begin a more comprehensive
programme. They provided estimates of the benefits:

Energy efficiency in homes could be improved by 35% by 2020 with an ambitious
program of improved insulation (e.g. covering 10 million lofts, 7 million cavity walls
and 2 million solid walls), the installation of 12 million energy efficient condensing
boilers, and major improvements in electrical appliance efficiency.”

48. The Federation of Master Builders drew on research carried out by the Environmental
Change Institute at the University of Oxford to show that building firms, product
manufacturers and suppliers could stand to tap into a new market worth between £3.5
billion and £6.5 billion per year if the UK developed policies, skills programmes and
financial incentives to upgrade our existing housing stock to make it greener and more
energy efficient.

49. We have consistently called for greater investment in a national retrofitting programme
to make homes and buildings more energy efficient. Such a programme could sustain
employment in local communities throughout the country, and could develop the skills

36 Van Jones, The Green Collar Economy, New York: Harper Collins, 2008, pp 54-5
37 Q393
38 Evi4

39 Committee on Climate Change, Meeting carbon budgets: the need for a step change: Progress report to Parliament,
12 October 2009.
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and supply chains required in what will be a long-term growth sector.** The UK will not
achieve our carbon goals without significant action in retrofitting housing, and ensuring
sustained activity in this area would cut emissions, reduce fuel poverty, and enhance the
UK’s energy security. At the same time this is an opportunity for the construction sector to
tap into this market and bring about up-skilling and new job opportunities. This is
particularly important for small businesses during an economic downturn. The Kirklees
Council’s Warm Zone, an energy saving refurbishment partnership with Eaga, has created
80 full-time jobs and saved approximately £1 million a year on household energy bills. The
overall economic benefit to the area is calculated at over £50 million.*!

50. The Government’s Heat and Energy Saving Strategy focuses on retrofitting existing
housing stock, but while it is a step in the right direction we fear it is unlikely to achieve the
full potential of combining carbon emissions reductions with employment growth. There
are 26 million homes in the UK and 85% of those will still be in use in 2050 (when the
Government has set the target to cut emissions by 80%). The FMB estimated that to
achieve these targets 24,000 homes would need to be converted per week until 2030. At the
present there is not sufficient capacity in the workforce to do this.**

51. We recommend that the Government immediately and substantially increases the
scale and speed of its programmes to improve the energy efficiency of existing
buildings, and make this the UK’s number one priority for green fiscal stimulus. The
Government must ensure that a workforce is developed to enable the work on energy
saving to be carried out and that it is equipped with all the necessary skills.

40 Environmental Audit Committee, Third Report of Session 2008-09, Pre-Budget Report 2008: Green fiscal policy in a
recession, HC 202, para 21

41 Ev38
42 Q316
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4 Skills for the Transition

52. The Commission on Environmental Markets and Economic Performance (CEMEP)
was established by the UK Government in the light of the Stern Review to make detailed
proposals to ensure the UK is in the best possible position to seize the new opportunities of
the low-carbon economy. The final report from the Commission was published on 19
November 2007. In it CEMEP noted that one in three firms in the environmental sector
was being hampered by a shortage of skilled staff, from those needed to install new
technology to scientists and engineers.

53. In response to the CEMEP report on 1 May 2008 the Government published Building a
low carbon economy: unlocking innovation and skills.*’ This set out how the Government
plans to reduce the skills gap. The Sustainable Development Commission noted that at the
Windsor Consultation on low-carbon skills (an event held with leading employers at
Windsor Castle on 18-19 May 2009) there was little sense of government progress or
action on the CEMEP recommendations and there was no sign of clear accountability or
ownership. They note that business participants at the event felt frustrated.*

54. The Aldersgate Group expressed concerns about skills restricting low-carbon growth.
CEMEP Commissioner Frances O’Grady, Deputy General Secretary at TUC, (when
interviewed by the Aldersgate Group) stated:

There have been genuine steps forward in terms of developing a vision and
identifying skill requirements both now and in five to ten years down the line. But
there needs to be more certainty. Renewable companies will not scale up unless they
can be sure the workforce will have the expertise to deliver.*

55. Since then Government has published the Low Carbon Industrial Strategy in which it
committed itself to work proactively with industry to ensure that skills gaps are filled
before they become a barrier to job creation or business growth. We recognise that some
progress is now being made. Low Carbon Economic Areas (LCEAs) have been established
as part of the Government’s Low Carbon Industrial Strategy. Skills Demonstration Projects
are being developed in these to support the demonstration and commercialisation of new
technologies.

56. On 11 November the Government published Skills for Growth, a national strategy for
skills delivery.* This aims to give businesses more power to shape skills training through
programmes like Train to Gain. In addition it will actively target those sectors and markets
on which future growth and jobs depend. Sectors chosen for this increased support include
advanced manufacturing, engineering construction and low-carbon energy. In April 2010
the Skills Funding Agency will be set up to assess demand and divert skills funding into
these sectors. The Strategy states £100 million of funding will be provided to fund 160,000

43 Defra, Building a Low Carbon Economy: unlocking innovation and skills, May 2008
44 Ev 27

45 Ev13

46 DBIS, Skills for Growth, November 2009
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training places in priority sectors. For the Government’s new strategy to be effective it must
deal with four problems with the current skills system:

e encouraging employer participation by simplifying the skills framework;
e establishing a leader to take the green skills agenda forward;

o targeting the skills shortages in sectors needed to drive the transition to a low-carbon
economy; and

o forecasting those skills that will be required in new and emerging sectors.

A Simpler Skills System

57. Skills provision for the UK economy is currently divided between 25 industry-led
Sector Skills Councils (SSCs), working within a skills policy framework that is the preserve
of the Learning and Skills Council (LSC) in England (and other bodies in Scotland, Wales
and Northern Ireland). The SSCs are directed by employers’ needs and changes in the
national skills curriculum are triggered when employers perceive a need—it is a demand-
led system. National Occupational Standards are written by SSCs and define the individual
qualifications (S/NVQs) awarded by bodies such as City & Guilds and Edexcel. These
S/NVQ courses are taught at further education colleges and, for apprentices, through work
based training.

58. The provision of green skills under this is difficult for a number of reasons. From
outside, the training landscape and funding structure is too complex for effective
engagement with all the stakeholders. Sector Skills Councils tell us that employers are
confused in terms of funding available, how to obtain the funding and routes to training.*’
There is a need to remove bureaucracy and simplify funding mechanisms so that
employers better understand the options available. This situation is more difficult, for UK-
wide employers, where the funding structure differs across the devolved nations.
Employers and Sector Skills Organisations are faced with multiple stakeholders and the
frequent need, especially in the regions, to pursue the same initiative many times over,
often with different results.*®

59. In the Skills for Growth strategy the Government recognised that complexities in the
skills delivery framework deterred employer’s engagement. It set out a wide range of
measures to simplify the system including a pledge to remove over 30 publicly funded skills
bodies over the next three years, plans to reduce the number of Sector Skills Councils and
the abolishment of Regional Skills Partnerships and a transfer of their powers to RDAs.

60. We welcome the Government’s attempts to simplify the skills delivery system, although
this must be done in a way that does not lose the focus on existing environmental skills.
This simplification will only be meaningful if it encourages business engagement. EU Skills
argued that it was essential that skills delivery continues to be led through discourse with
industry. For this to happen employers must be provided with a clear understanding of

47 Ev83andEv 170
48 Ev 83
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what is required of them during the low-carbon transition. The Government must put
employer participation at the heart of its changes to the skills system.

A Green Skills Leader

61. We were told of examples of conflicting targets within the skills system and
misalignment with external policies. Energy and Utility Skills (the Sector Skills Council for
energy, waste and water industries) raised the example of smart metering: the Government
has announced it intends to mandate smart meters for all households, with a timetable for
completion by the end of 2020, and this will involve changing 23,000 meters per week for
the next eight years. The workforce does not presently have the skills to do this, but
delivering training to provide these skills does not fit with the current targets or the
qualifications that the LSC and RDAs are directed to achieve.*

62. There is little evidence of ownership of the low-carbon skills agenda within the skills
system. CEMEP envisaged a leadership role for the UK Commission on Employment and
Skills (UKCES), the body set up to see that employment and skills systems contribute to the
highest levels of productivity. The Government has since decided that other priorities, such
as the simplification of the entire skills system, should take precedence and it would not be
desirable to divert effort from the core mission of UKCES.*

63. The SDC noted that at the Windsor Consultation the feeling was UKCES would be the
appropriate body to lead this agenda leadership role, but since then the Commission has
said it has not got the capacity to be involved in this and in fact does not participate in the
meetings on that subject.

64. Across the skills framework there are good examples of co-ordination. A number of
Sector Skills Councils have convened to form the Renewable Energy Skills Group, which
comprises AssetSkills, Cogent, ConstructionSkills, ECITB, Energy and Utility Skills,
Lantra, SEMTA and SummitSkills. The group has been set up to provide a forum for co-
ordinating a Renewable Energy Skills Strategy. Their proposed Renewable Energy Skills
Strategy aims to take account of the requirements across the supply chain from initial
research, to installation and maintenance and disposal at the end of life. Such an approach
needs to be broadened to include all industries.”*

65. The delivery of green skills needs to be reviewed across the skills system so that
processes and skills bodies are able to deliver green skills as a priority. Leadership is
required to take an overview of green skills delivery and remove existing barriers. This is
particularly important to respond to a part of the economy that is very fast moving and
requires a flexible here and now response. The Government must establish a leader for
the green skills agenda to deliver the skills needed for the low-carbon transition, to
coordinate on removing barriers in the current system and to maintain a focus on the
current environmental skills.

49 Q284
50 Ev13
51 Ev84-85



Environmental Audit Committee 21

A Targeted Approach

66. The demand-led skills framework has failed for two reasons; the employer’s inability to
articulate their skills needs to the skills delivery bodies and the inability of skills bodies to
accurately forecast where demand for new skills will emerge. A targeted skills approach will
need to solve both these problems. Research commissioned by Defra has found demand
for environmental skills “is not being articulated by many employers and as a result the
current ‘demand-led’ skills delivery framework is ill equipped to anticipate and respond”.**

67. The TUC argues for the urgent development of an active skills strategy.”® They believe
the current level of skills training capacity is inadequate to meet the needs of a low-carbon,
resource-efficient economy. Furthermore they say that relying on the market to identify
skills gaps is causing delays in moving towards a green economy. The SDC told us that
there is a lack of appropriate demand for some of the skills that are required for the low-
carbon transition:

[...]whether they are technical skills, the stem skills, whether they are carbon
accounting, procurement, construction, the “Great British Refurb”—it is widely
recognised we do not have the skills provision we should have and that something
should be done about it.**

68. A more strategic approach to skills supply is needed, which specifically targets the
delivery of skills in those sectors highlighted by the Committee on Climate Change and the
Low Carbon Industrial Strategy as being important in the low-carbon transition. In its role
to assess demand and prioritise sectors for extra funding, the new Skills Funding
Agency must take account of the need to develop skills in sectors recognised as vital in
the low-carbon transition.

Skills Forecasting

69. In the Low Carbon Industrial Strategy the Government announced that it will do more
to forecast and identify skills needed in low-carbon industries. It would do this by
developing a capacity to collect skills intelligence in key sectors with employers, Sector
Skills councils and the UK Commission for Employment and Skills (UKCES). This is now
being taken forward in the new Skills Strategy, as part of which UKCES will produce an
annual National Strategic Skills Audit. The first of these is to be published in 2010 and will
involve the Sector Skills Councils and Regional Development Agencies. The Skills Strategy
makes clear that skills to adapt to climate change are of strategic importance.

70. ConstructionSkills has already set up a specialist Future Skills Unit to make sure the
industry has the training and qualifications it needs. Skills audits should build on the best
practice and lessons learned from current forecasting programmes.>

52 HM Government New Industry, New Jobs: Building Britain’s future, April 2009,p15
53 Ev34

54 Ev 25
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71. The skills needed for the transition to a low-carbon economy must be part of the first
skills audit. It should take as its starting point recommendations of the Committee on
Climate Change report to Parliament and identify what skills are required to meet their
recommendations and to what extent the workforce already has these skills. The results of
this audit should form the basis of the strategic investment for targeted skills delivery under
the Skills Funding Agency.

72. The skills audit should also consider the long-term affects of job displacement and
determine those sectors where reskilling will be required to ease industrial change or to
ensure continuous employment for those workers in sectors at risk. A skills audit would
also provide the basis for a strategy for the new green skills leader and could be used by
RDAs to develop a collaborative approach to skills sharing. Government must use the
first National Skills Audit to provide a comprehensive assessment of current and future
gaps in low-carbon skills. The results of this could provide the basis for any future
development of the green skills strategy.

A Low-Carbon Skill Set

73. Along with targeting specific skills gaps the IEMA believes that mainstreaming
environmental knowledge and skills across all sectors will be essential to achieving a low-
carbon economy. In 2008 Lantra, the Sector Skills Council (SSC) for the environmental
and land based sector, commissioned IEMA to undertake research into existing National
Occupational Standards (NOS), Training and Qualifications in relation to environment
and sustainability.® A key finding of the research was the lack of a clear structure and
framework for environmental and sustainability skills. The EIC call for a similar
mainstreaming of green skills and that all existing Sectors Skills Councils should develop
programmes relevant for green jobs.”

74. Reducing emissions or adapting to climate change are not seen as a strategic priority
for many organisations, and many small businesses and public sector organisations do not
yet understand how they need to change. Until technologies are familiar and proven,
people and businesses are often reluctant to use them, or are unaware how well developed,
robust and cost-effective ‘new’ technologies have become. As the price of carbon rises
businesses will have to become more environmentally aware. They need to develop the
skills to deal with these changes now.

75. We recognise that the Government is working to encourage business to become more
resource and energy efficient. The Carbon Reduction Commitment Energy Efficiency
scheme, which enters into force in 2010, will stimulate improved energy efficiency in large
business and public sector organisations which are responsible for around 10% of UK
emissions.” The Government also funds the Carbon Trust to provide a range of support to
help businesses understand the opportunities and risks of climate change, and to embed
low-carbon as a strategic priority. Despite this further effort is required to mainstream
green skills across industry and develop the confidence at board level and below to manage

56 Ev51
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carbon reduction in business. By establishing a leader for the green skills agenda the
Government could provide an opportunity to deliver green skills across all sectors. This
will be important as green skills must eventually be mainstreamed throughout the
whole economy.
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5 Conclusion

76. Developing low-carbon industries is vital if the UK is to meet its carbon budgets. The
Committee on Climate Change has set out sectors of the economy where effective carbon
reductions should be made and provides deadlines for these changes to occur. The
Government must stimulate all these areas of the economy by removing barriers to growth
and by providing financial and non-financial incentives to investment through policy that
is clear and long-term. To develop the workforce to do this the Government’s new skills
framework must be used to gather skills intelligence and provide targeted assistance to
these sectors now.

77. Low-carbon industries provide significant employment opportunities and present
sustainable business options in global markets and growing sectors. The Government must
act now to give the UK an advantage against its competitors in these areas.
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Conclusions and recommendations

Current Policy

1.

The Government should urgently increase the amount of money that contributes to
the overall green stimulus by ‘greening’ more of its current spending plans and
ensuring access to European Investment Bank capital; by doing so it will help create
home markets and develop first mover advantage. (Paragraph 17)

The Government must provide industry with a clear and stable long-term policy
framework to guide them through the low-carbon transition with enough detail to
enable them to secure investment. Business needs to be confident that financial
incentives and regulation designed to promote low-carbon industries will be
maintained. In addition a bipartisan political approach should be sought wherever
possible. (Paragraph 22)

The Government must remove barriers and provide both financial and non-financial
incentives for the faster development of all the low-carbon sectors of the economy
highlighted by the Committee on Climate Change. (Paragraph 27)

Increased investment in renewables and low-carbon industries depends on a stable
carbon price at a sufficiently high level. The Government should take steps to ensure
that a strong carbon price signal will encourage the investment needed to drive the
low-carbon transition. (Paragraph 31)

Where are the green jobs?

5.

To inform its activist approach the Government should build on the work of the
Committee on Climate Change and the Low Carbon Industrial Strategy to reassess
the number of new jobs that will be created in the move to a low-carbon economy
and provide more robust data on where these jobs will come from and why.
(Paragraph 35)

The Government should undertake research in partnership with trades unions,
employers and Regional Development Agencies to gain a broader understanding of
the impact of any job displacement resulting from the move to a low-carbon
economy and to develop strategies to mitigate these effects. (Paragraph 41)

The Government needs to do more to link its policies on tackling poverty and
unemployment with the green agenda. The forthcoming DWP White Paper provides
an opportunity for the Government to embed this thinking within its employment
policy. (Paragraph 45)

We recommend that the Government immediately and substantially increases the
scale and speed of its programmes to improve the energy efficiency of existing
buildings, and make this the UK's number one priority for green fiscal stimulus. The
Government must ensure that a workforce is developed to enable the work on energy
saving to be carried out and that it is equipped with all the necessary skills.
(Paragraph 51)
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Skills for the Transition

9.

10.

11.

12.

13.

The Government must put employer participation at the heart of its changes to the
skills system. (Paragraph 60)

The Government must establish a leader for the green skills agenda to deliver the
skills needed for the low-carbon transition, to coordinate on removing barriers in the
current system and to maintain a focus on the current environmental skills.
(Paragraph 65)

In its role to assess demand and prioritise sectors for extra funding, the new Skills
Funding Agency must take account of the need to develop skills in sectors recognised
as vital in the low-carbon transition. (Paragraph 68)

Government must use the first National Skills Audit to provide a comprehensive
assessment of current and future gaps in low-carbon skills. The results of this could
provide the basis for any future development of the green skills strategy. (Paragraph
72)

By establishing a leader for the green skills agenda the Government could provide an
opportunity to deliver green skills across all sectors. This will be important as green
skills must eventually be mainstreamed throughout the whole economy. (Paragraph
75)
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Formal Minutes

Tuesday 8 December 2009

Members present:

Mr Tim Yeo, in the Chair

Colin Challen Mark Lazarowicz
Martin Horwood

The Committee considered this matter.

Mark Lazarowicz declared an interest as an unpaid board member of Edinburgh
Community Energy Cooperative.

Draft Report (Green Jobs and Skills), proposed by the Chairman, brought up and read.
Ordered, That the draft Report be read a second time, paragraph by paragraph.
Paragraphs 1 to 77 read and agreed to.

Summary agreed to.

Resolved, That the Report be the Second Report of the Committee to the House.
Ordered, That the Chairman make the Report to the House.

Ordered, That embargoed copies of the Report be made available, in accordance with the
provisions of Standing Order No. 134.

Written evidence was ordered to be reported to the House for printing with the Report,
together with written evidence previously reported and ordered to be published.

Written evidence was ordered to be reported to the House for placing in the Library and
Parliamentary Archives.

[Adjourned till Tuesday 5 January at 4.30 pm
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