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Board Energy Policy Discussion: Background Note

Recommendation

The Board is invited to NOTE the paper as background to the ‘Brainstorm’ on Energy Policy.

Background

1.   In October 2003 the Board received a summary paper on nuclear energy; this 

      emphasised the need to view nuclear power within the broader context of a national  

      and regional sustainable energy strategy. The Board requested further presentation 

      and discussion.

2.   National policy for energy is set out in the Energy White Paper (Feb 2003). 

      SEEDA has the RDAs’ policy lead for Renewable Energy, and current objectives 

      include:

· maximising the economic benefit to our regions from the Renewable Energy Sector in the UK and globally;

· encouraging each region to achieve renewable energy capacity to meet regional need;

· ensuring that RDAs participate fully in the development of national policy for renewable energy, and that each RDA is able to benefit fully from Government and EU initiatives;

· seeking ways of decoupling regional economic growth from growth in energy use and increases in carbon emissions.

3.   Regional strategy is in the RES and the more detailed 2003 South East Energy 

      Efficiency and Renewable Energy Strategy, produced by the Regional Assembly 

      with SEEDA participation. A prioritised Action Plan for how SEEDA can 

      contribute most effectively to these strategies is now being worked up by officers 

      and several interested Board Members. We expect to bring a draft Action Plan to 

      the Board in the early Summer, and the Board’s energy ‘brainstorm’ today will 

      help to inform its development.

National Policy

4.   The recent Energy White Paper (Feb 2003) was a response to several critical 

      energy-related issues. It highlighted a prospective ‘energy gap’ likely to emerge 

      over the next 20 years, following the exhaustion of our North Sea oil and gas  

      resources and the phasing out of our remaining nuclear and larger fossil-fuelled

      power stations, alongside  a continuing growth in electricity demand. 

      The Government’s response is framed within a set of key imperatives, viz:

· Reducing greenhouse gas emissions(climate change)

· Energy security & Reliability (as the UK’s vulnerability increases with a growing reliance on imports of oil and gas)

· Affordable energy (eliminating fuel poverty)

5.   The White Paper proposes that the ‘energy gap’ should be addressed mainly

      through energy efficiency and an expansion of renewable energy, while 

      acknowledging a significant ongoing requirement for gas-fired electricity 

      generation over the next 20-30 years.  The Government is concerned to pursue a 

      mix of energy technologies in order to safeguard security of supply, as the UK’s 

      dwindling indigenous non-renewable energy sources are replaced with more 

      vulnerable imports of oil and gas (while there are no plans for any new nuclear 

      stations, nuclear power is still retained as an option within the mix; the 

      composition of the mix is, however, left to the market)

6.   The White Paper reaffirmed the Government’s target for 10% of electricity 

      supplies to be produced from renewable sources by 2010, and set out further

      aspirations – to double the 2010 level by 2020 (ie., up to 20%), and, by 2050, to

      achieve a 60% reduction in carbon dioxide emissions on 1990 levels (in order to

      stabilise levels of atmospheric CO2 at 550 ppm)

South East Region

7.   Less than 1% of the South East’s electricity is generated from renewable sources – 

      and the majority of this is produced from landfill gas. A DTI-sponsored study of 

      the region’s renewable energy capacity (2001) concluded that in the shorter-term, 

      the region’s renewables-generating potential was mainly in biomass and wind-

      generation (onshore and offshore), with a significant contribution from solar 

      photovoltaic (PV). In the longer-term, fuel cells (based on renewables-derived 

      hydrogen) and marine and tidal power technology (not yet mature) are thought to

      have significant potential for the region.
8.   The South East Strategy is based on this study, and proposes regional and 

      subregional targets for renewables, with a long-term regional target of 1750MW of 

      installed generating capacity by 2026 (representing 16% of forecast regional 

      demand for electricity). The nature of renewable energy will require a large 

      number of predominantly small installations, widely distributed across the region,

      although a few large biomass power stations are envisaged; thus some 400-500 

      energy installations will be required to achieve the 1750 MW capacity target.

RDA concerns

9.   While RDAs have welcomed the White Paper, there are serious concerns that its

      aspirations are not met by its provisions for delivery. There are also real worries 

      that the considerable economic development benefits (see below) to be derived 

      from an expansion of renewable energy might not be realised fully to the advantage 

      of our regional economies. 
Barriers to delivery

10.   The RDAs response to the recent House of Lords  Inquiry into the Practicalities of

        Delivering Renewable Energy accepted that some renewable energy technologies

        (especially onshore wind and some forms of biomass) were sufficiently mature, 

        such that, if deployed appropriately, the 2010 target could be met. However, the

        RDAs were concerned that there is both insufficient market pull to deliver the 

        necessary deployment (which, in turn, would benefit economies of scale) and, 

        currently, a range of barriers which serve to slow the rate of delivery. 

11.   The principal barriers identified were the lack of certainty over government 

       commitment to renewables, sufficient to bring forward the level of private sector

       investment required to achieve the renewable energy targets, and the inconsistent 

       responses of the land-use planning system to proposals for renewable energy.

12.   Since publication of the White Paper, the Government has extended  and raised 

        the Renewables Obligation (which requires energy suppliers to source an 

        increasing proportion of their electricity from renewables) from 2005 to 2015, 

        providing a more conducive investment climate.  Also, the much-delayed revision

        of Planning Policy guidance on Renewables (PPS22) has recently been the 

        subject of a consultation exercise; the draft proposes that planning authorities 

        should be positively disposed towards renewables developments, and would need 

        to produce good reasons for refusal.

13.   Among other potential constraints is the capacity of the existing electricity

        distribution network to accommodate the significantly larger number of 

        connections which will result from the wider deployment of renewables.  While a 

        renewables-based system is likely eventually to include a few large biomass 

        power stations, the majority of installations will be smaller and widely distributed 

        – and hence, larger in number than in a conventional system.

Capturing the Economic Benefits

14.   Without intervention, economic conditions (including insufficient investment and 

        support for technology and market development) could retard the development of

        our indigenous renewable energy technology sector, including supply chains, 

        such that the sector might not be sufficiently well-placed to respond fully to 

        market take-off, leaving major opportunities for overseas companies.

15.   DTI recently commissioned a study of the actual and potential gaps in the 

        renewable energy supply chain. While current estimates show some 6000 jobs

        within and related to the renewables industry in England and Wales, the study 

        identified the need for investment of up to £20bn if the UK is to meet the 2020

        aspiration (ie 20% of electricity from renewables), accompanied by a need for up

        to 35,000 jobs by 2020. Skills are a crucial issue; technician skills will be 

        particularly important to meet likely demand for small-scale installations 

        (incl.domestic) and maintenance.

16.   An earlier JEMU study (DTI/DEFRA Jan 2002) of global markets for

        environmental technologies identified renewable energy technology as the fastest- 

        growing sector (12% per annum to 2010), with a global market of some $600bn-

        $900bn over the period.

Questions the Board might like to discuss

        How can SEEDA – given its small direct resource -  best promote the expansion 

        of renewable energy? (Existing tools include lobbying, research, sponsoring 

        events and a few demonstration projects. DTI have recently offered a small 

        amount of funding to establish a regional energy office to co-ordinate activity 

        across the region)

        How can SEEDA best promote energy efficiency? (Existing work is mainly 

        through sub-regional Sustainable Business Partnerships, and the publicity given to 

        the annual Sustainable Business Awards)

        Given the potential for growth in renewable energy technology and the take-up of 

        renewables in the region, how should SEEDA seek to ensure that the benefits of 

        this expansion accrue to South East businesses? (Existing work is through the 

        Environmental Technology Sector Group, and some business development and 

        skills initiatives)
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