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Greening the Economy

John Cridland delivers a speech on Greening and Growing the
Economy to the UCL Green Economy Conference - 2nd June 2015

Thank you Dame Nicola for that introduction.

As always, it’s a pleasure to be back at UCL.

I’m reliably informed that somewhere in the main building stands the clothed skeleton of
the philosopher Jeremy Bentham – which he left to the College.

So I thought it might be fitting to start with a quote from the man himself.

Bentham once said “Happiness is a very pretty thing to feel,
but very dry to talk about”. One can take a similar sentiment
when it comes to climate change and sustainability.
Issues which are fundamental to all of our futures – but whose importance sometimes gets
lost in a labyrinth of institutions, agreements and endless 3-letter acronyms!

✏
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So today, I’m going to try to give a “business perspective” on these issues, and I’m going
to try to do so using words of one-syllable!

Business case for green economy compelling - strong
advocate in John Cridland #UCLgreeneconomy
@CBItweets pic.twitter.com/Tj67aCK3UK

— Martin Baxter (@mbaxteriema) June 2, 2015

As I hope Dame Nicola would agree from her time in the FCO and DFID – it’s always crucial
that different ‘factions’ – business, Government and the academic community – talk not
just about each other, but with each other.

And I welcome the UCL’s report, Greening the Recovery, which I think resonates with the
business community.

With a new Government less constrained by the internal politics of coalition management,
there’s now an opportunity to make the urgent decisions that need to be made.

And we’re facing a real ‘crunch-year’ ahead, culminating with the Paris negotiations at the
end of the year – which will be crucial for establishing a lasting global climate framework.

So today, I want to focus on the opportunities to a low-carbon
economy, and how we can achieve an effective transition which
maximises the opportunities and minimises the risks.
But first-off I’ve got to apologise to the students among you today.

Because whilst you thought you might be able to handle one more lecture today from me –
you’re actually going to get three for your money.

It’s what the academics among you might call an ‘inter-disciplinary approach’.

So first of all – you’re getting a business studies lecture.

I want to start by making a hard-nosed “business case” for
transition to a low-carbon economy.
Together – firms and Government have made progress.

The UK’s ground breaking Climate Change Act has been in place since 2008 – the first in
the world. Greenhouse gases are down a quarter on 1990 levels.

And lower emissions don’t mean lower GDP. In 2013,
greenhouse gas emissions fell by 2.8% - a year when the
economy grew by 1.7%.
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Of course, in recent tough economic times, there have been plenty of questions about
whether we can afford to ‘go green’. I believe this is a false question.

Greening the economy and growing the economy can go hand in
hand, as long as the right frameworks are in place – but I shall
come onto that shortly.
The truth is that, when it comes to action on sustainability, the business community has
just been quietly getting on with it. 

So – where’s the proof? Where’s the evidence?

First-off, firms have made great strides in reducing their carbon footprints.

The UK retail sector has set itself a target to reduce emissions 25% from 2005-levels by
2020. And the cement sector is aiming to reduce its emissions 80% by 2050.

Second, businesses are developing innovative products, which will help reach our low-
carbon objectives.

Just take Tesla’s Powerwall – a home battery that charges using electricity generated from
solar panels and powers your home when the sun goes down.

It’s innovations like these that will change the way we live, turning environmental novelty
into everyday reality.

The potential prize for companies that are at the cutting-edge
is huge. And universities – including UCL I’m sure – will play a
key role in pioneering the research that will make these
breakthroughs possible.
Finally, businesses are helping customers reduce their environmental impact, providing them
with the right products and information.

For example, Marks and Spencer, working with WRAP’s Fresher for Longer initiative, is
seeking to help reduce food waste in the home by improving the design of its packaging
and the guidance it gives to customers on food storage.

So it’s clear that companies are doing a lot. But they’re not just
becoming green for the sake of it – or for some lofty ideal.
They’re doing it because there’s a strong economic case. So-
called “Green business” is growing.
Importantly, it’s not growing in isolation. I do not see the green economy as something
separate or ‘other’ – it is something that is embedded across all sectors and regions.

For many firms, a primary motivating factor to make low-carbon or energy efficient
investments is reducing costs.



Indeed, a UK study showed that there is potential for businesses to save up to 23 billion
pounds a year from improving resource efficiency.

This can also help mitigate the longer-term risk of rising energy prices – a big concern for all
our members.

Investing today can therefore put businesses on the front foot tomorrow.

There are also major new market opportunities for companies
wanting to grow and expand.
At home, the UK’s green market now stands at 128 billion pounds – and has been growing
throughout the economic downturn.

And our environmental exports are helping to rebalance our economy. The green economy
has a trade surplus of around 5 billion pounds a year and is helping to forge strong links
with BRIC economies, such as China.

At a global level – the market is worth a massive 3.4 trillion pounds and in the first three
months of this year – 2015 – China installed over 5 gigawatts of solar power – more than
the entire capacity of France. So there’s some of the work which business has been doing.

But we can’t expect business to do everything on their own.

This brings me to the second of my three ‘lectures’ today.

This time it’s an engineering lecture. Namely we need to engineer the infrastructure of the
future, making sure firms have the right frameworks within which to invest and operate. 

We need to make progress on investment in our low-carbon
energy infrastructure.
Making sure we have a diverse energy mix, including nuclear, renewables, gas and Carbon
Capture and Storage, will ensure we’re not relying on any one fuel or technology – meeting
our climate change goals while enhancing our future security of supply.

A crucial point for “keeping the lights on” in the UK as we face a historic low in capacity
margin this winter. This will require 100 billion pounds of private sector investment.

Much of the policy to attract this investment brought about by the Energy Act 2013 is
now in place – such as Contracts for Difference allocation and capacity market auctions,
under the Electricity Market Reform framework.

It is crucial that the new government picks up where the last
left off and continues with implementation and delivery. Having
gone through many years of transformation, now is a time for
stability.
And getting the nuclear deal over the line is also important – the first power plant of this



kind to be built in a generation!

For those making long-term investments, such as in offshore wind or Carbon Capture and
Storage – we can achieve greater certainty by providing visibility of the Levy Control
Framework – the envelope for low-carbon infrastructure funding – beyond 2020. This will be
crucial for giving businesses the certainty they need to invest.

Green Investment Bank is helping de-risk investments,
but needs to operate at scale - John Cridland
#UCLgreeneconomy pic.twitter.com/3xqUFKqngA

— The CBI (@CBItweets) June 2, 2015

The Green Investment Bank – one of the real innovations in this space in the last
Parliament – is also helping to de-risk investments.

It’s already proven its worth in helping to deliver more than 30 green infrastructure projects
across the UK.

However, if the Bank is to fulfil its potential in supporting low-carbon transition, it must
operate at scale. As such, it should have the power to raise funds from the capital markets
as soon as the UK’s fiscal position allows.

Another key piece of the puzzle is to tackle the energy
efficiency challenge.At the moment, we are far from reaching
our potential.
Today, the UK has some of the draughtiest homes in Europe. The Energy Saving Trust has
said that if all of the UK’s 25 million homes were properly insulated, we’d shave 2.9 billion
pounds a year from our energy bills.

So far, policy in this area has over-promised and under-delivered. Energy efficiency needs
to move up the rankings and be seen as a critical part of our infrastructure.

For example, the roll-out of smart meters has the potential to transform the way we
manage energy consumption – putting consumers in the driving seat.

The Green Deal also needs to be a more compelling offer – at the moment, people just
don’t get it.

And many businesses are trying to invest in efficiency – only to hit a wall of three-letter
acronyms which stops them in their tracks.

We urgently need to simplify the framework, making it “business friendly” and unlocking
investment.
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And for energy-intensive businesses – energy efficiency is
starting to reach its limits. Many firms are struggling to stay
competitive on the global stage, as prices go in a different
direction to their international counterparts.
Power prices for heavy industry in the UK are already 50% higher than the EU15 – and the
reality is starting to bite.

Last year, TATA Steel announced it was losing 400 employees in its Port Talbot plant, citing
uncompetitive energy costs as a contributing factor.

This is a real problem for the economy and the low-carbon
transition as action on climate change cannot happen without
energy-intensive products such as steel going into our wind
turbines and glass insulating our buildings.
On the international stage, the cumulative impact of policies can be a real ‘game-changer’
for businesses looking to invest here.

This brings me to my final lecture this evening – on International Relations. 

Global challenges like climate change don’t carry passports and
don’t stop at national borders.
Indeed, the idea that we can solve our climate change and energy problems from an
armchair in SW1, or even here in WC1 is – as Bentham put it – nothing more than
“nonsense on stilts”.

We need to think about how the UK can work with its global
partners, and bring them with us to feel the full benefit of the
low-carbon transition.
And there is proof that we can use our influence in Europe to get results.

In October last year, Ed Davey worked well with like-minded countries as part of his Green
Growth Group to secure an ambitious but credible 40% emissions reduction target for
2030.

This ensured that Europe’s plans for decarbonisation will align with the UK’s carbon budgets
– a positive move for British industry as a whole.

But – as ever – targets are only as good as the policies that underpin them.

And a major priority moving forward is reform the Emissions Trading System. While the EU
ETS remains a key part of the EU’s climate policy, it is not currently incentivising low-carbon
investment.

Rather than quick fixes, leaders need to agree long-lasting and
holistic reform which works for all industries.



But the most critical challenge all Governments face is getting a strong climate deal in Paris
at the end of this year. Demonstrating leadership means showing the rest of the world
that we can – and have – cut emissions whilst growing our economy.

The stakes are high – if we fail to bring others with us, we could end up on a limb. And
success in Paris could present a huge market opportunity – accelerating the already
impressive investment in green goods and services.

To achieve this, the CBI has identified three goals for the climate agreement.

So here’s our Paris “wish-list”:
First, it  needs to deliver a robust, long-term legal emissions reduction

framework and we should agree on a mechanism to ratchet-up ambition
on a regular basis.
 

Second, it  needs to deliver a basis for the expansion of carbon pricing.
While a truly global carbon market may be an unrealist ic prospect in the
near-term, it  should remain our long-term ambition – and one which the
Paris negotiations should support.
 

And third, it  needs to do more to help the global flow of finance and
innovation. Developing countries will need significant financial support
from the global community – especially the private sector – for low-
carbon energy and adaptation measures.

Yet currently only one pound in every ten of climate finance flows from OECD countries to
developing nations.

So momentum towards Paris is building.

National pledges are starting to come in and we’ve already seen an agreement between
the US and China to take action.

And we need to ensure that we keep the pressure on our
politicians to make this a race to the top.
So there are your three lectures for this evening.

A hard-nosed business case for carbon transition today.

Engineering future infrastructure to help support the transition tomorrow.

And finally – taking the international view – recognising that the solutions can’t be limited
by national borders.

The new Government has come to power at a critical time.

•

•

•



But for the UK to make the most of this period of economic
optimism and greater political certainty, the Government must
now get down to business.
We need ministers to make energy efficiency a reality – and continue the journey of
transforming our power sector.

The Government will need to continue its efforts in Europe to ensure that reforms work for
all businesses.

And – most urgently – we need to get a deal in Paris at the end of this year.

Together, these can provide a basis for long-term investment and low-carbon growth.
Many thanks. 

Economy (434), Energy and climate change (80)
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