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AFFORDABILITY 

SECURITY DECARBONISATION 

1. In the UK tackling the energy 
trilemma is complicated by 
problems with competition in 
the energy markets but there is a 
lack of joined-up thinking in 
policy for how these issues can 
be addressed together. 
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“The key think about the 
future is that these fast 

learning rates are likely to 
continue, meaning that the 
technology keeps getting 

cheaper” (Citibank) 

SOLAR COSTS 

“More than 20% of US 
electricity consumers live in 

states where solar combined 
with battery storage will be 
equivalent, or cheaper than 

utilities-delivered power within 
4 years” (Barclays) 

BATTERY COSTS 

DISRUPTION 

UK SUBSIDIES 

2. Policy is entirely blind to 
how new technologies are 
disrupting the energy 
sector. 
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3. Some small scale 
generation is already 
cost effective in the UK 
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• Top 20 European utilities halve in value in 6 
years 
 

• Credit rating for entire US electric utility sector 
downgraded by Barclays 
 

• Changes in the energy system are “causing the 
rationale of the prevailing utility business 
model to come under severe pressure and 
potentially, ultimately, crumble” (Citibank) 

WILL THE EXISTING UTILITY 
BUSINESS MODEL SURVIVE? 

4. The financial sector is increasingly aware that the existing 
utility business model is fundamentally threatened  by disruptive 
technologies and are adjusting their investment and lending 
practices accordingly. 
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WHO WILL FINANCE THE UK’S 
ENERGY INFRASTRUCTURE? 

‘GREEN’ FINANCE GAP 
 

• £200bn needed by 2020 in power infrastructure 
alone (GIB 2013) 

• ‘Green finance’ gap: “Current investment levels 
running at less than half the level needed” 
(Environmental Audit Committee, 2014) 

(FOREIGN) STATE-BACKED UTILITIES ARE 
NOW THE BIGGEST INVESTORS 

 

• “Inconceivable that a listed utility could raise 
substantial amounts of equity capital to fund 
investment. The state is now by far the biggest 
investor.” (Liberum Capital) 

• In 2012, 50.4% of UK offshore wind & 69% of UK 
nuclear generation was owned by 9 foreign 
governments. 

 

 

 

 

5. With listed utilities 
struggling, state backed 
utilities have become the 
biggest investors in large scale 
generation. 
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WHY CITIES? 

6. British cities take up 9% of the landmass but account for 54% of the population, 58% of jobs, 60% 
of the economy and 72% of high-skilled workers. 
 
They are currently underperforming: across the world big cities normally outperform their national 
economies, but in Britain only London does so. 
 
There is a growing awareness on all political sides that if Britain is to prosper the cities need to drive 
the economy forward. Debates focus on how to achieve this: 
• Government has introduced City Deals to devolve power 
• Labour are considering devolving up to £30bn of spending 
• Core Cities want to become financially independent of government, producing more money from 

taxes than is spent delivering public services by 2030 
 
OUR AIM WITH THIS REPORT: to make energy central to debates about cities – alongside housing, 
transport and public services. 
 
WHY? Cities have the scale, infrastructure delivery expertise, relationships with businesses and 
consumers, and financial clout that can make them a central solution to challenges in the energy 
sector.  
 
This is already occurring abroad. Munich has invested €900m in renewables already, and has plans to 
invest € 9bn so that it can supply the entire municipality of 1 million people by 2020. 
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7. There is already a lot going 
on in Britain’s cities. But 
while some are leading, 
others are doing very little. 
And the initiatives are very 
disparate. 

7. There is already a lot going 
on in Britain’s cities. But 
while some are leading, 
others are doing very little. 
And the initiatives are very 
disparate. 



CITY ENERGY 

ROCKET BOOSTERS 

Cities can do more: 
1. Get active in the energy supply market 

• Being pioneered by Nottingham, Bristol, GLA 
 

2. Raise finance to invest in infrastructure 
• Being pioneered by Lancashire pension fund, 

Woking 

8. Our report looks at 2 ways to give rocket boosters to 
the city energy agenda, drawing on activities already 
occurring on the ground. These are things that cities can 
do now without requiring new powers from government. 
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1. Why get active in energy supply? 
• Unlock market barriers for local generators 
• Address overcharging of the fuel poor 
• Create jobs and develop skills 
• Increase local resilience 
• Co-ordinate existing initiatives on energy, including 

community energy 
• It is self-financing, and could possibly generate 

income 
• Take control (no reliance on subsidies) 

CITY ENERGY 

ROCKET BOOSTERS 

9. These benefits from 
getting involved in 
energy supply are 
discussed in detail in 
our report 
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Options for city engagement in 

energy supply  

10. The report sets out 
and compares business 
model options for city 
engagement in energy 
supply.  
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2. Raise finance to invest in infrastructure 
• Why? Cities can bring scale and ensure more generation 

subsidies benefit communities, instead of going to foreign 
state-backed utilities. 
 

• Established routes: Public Works Loan Board and EU 
• New, independent routes advocated n report: 

• A collective agency to issue municipal bonds 
• Pension investment managers to seek out low carbon 

investments 
• Local Government Pension schemes have £150bn 

invested = 2nd biggest fund in UK 
• Work with Green Investment Bank 

CITY ENERGY 

ROCKET BOOSTERS 

11. The report sets out 
how cities can raise 
substantial levels of 
finance for investment. 

11. The report sets out 
how cities can raise 
substantial levels of 
finance for investment. 



Action from government 
• DECC Local Authority Energy Unit  
• Fiscal rules to support municipal bonds 
• Recommend pension fund managers adopt 

Principles of Responsible Investment 
• Immediate borrowing powers for GIB 
 
• Get behind decentralised energy 

CITY ENERGY 

ROCKET BOOSTERS 

12. To support city 
energy these are steps 
the Government 
should take 
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