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About This Position Statement

The Institution of Engineering and Technology acts as a voice
for the engineering and technology professions by providing
independent, reliable and factual information to the public
and policy makers. This Position Statement aims to provide an
accessible guide to current technologies and scientific facts of
interest to the public.
For more Position Statements and Factfiles on engineering
and technology topics please visit http://www.theiet.org/
factfiles.

The Institution of Engineering and Technology

The Institution of Engineering and Technology (IET) is a global
organisation, with over 150,000 members representing a vast
range of engineering and technology fields. Our primary aims
are to provide a global knowledge network promoting the
exchange of ideas and enhance the positive role of science,
engineering and technology between business, academia,
governments and professional bodies; and to address
challenges that face society in the future.
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As engineering and technology become increasingly
interdisciplinary, global and inclusive, the Institution of
Engineering and Technology reflects that progression and
welcomes involvement from, and communication between, all
sectors of science, engineering and technology.
The Institution of Engineering and Technology is a not for profit
organisation, registered as a charity in the UK.
For more information please visit http://www.theiet.org
© The Institution of Engineering and Technology 2011
The Institution of Engineering and Technology is registered as
a Charity in England & Wales (no 211014) and Scotland (no
SC038698).
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Key Recommendations

Issues to consider

 Green process innovation is a fundamental part of
transitioning toward a low carbon economy. A Gigawatt
of power saved is more than a Gigawatt of power which
doesn’t have to be generated. The Green Investment
Bank should be free to invest in efficiency-oriented
green process innovation and not be limited to just low
carbon infrastructure and goods

Green Processes

 SMEs are able to develop and commercialise products
rapidly in niche areas. By its very nature green
technology and processes will require innovative
solutions, an area where SMEs have an edge. SMEs
should have priority access to the Green Investment
Bank to spur green growth and technology
 Success for the Green Investment Bank must not
come at a cost to other low carbon initiatives, the
Green Investment Bank must provide added value
to investment channels over time, rather than merely
pooling existing government funding for green growth

Background

Moving toward a low carbon economy will not be delivered
solely through the roll-out of low carbon products and
infrastructure to support a low carbon economy, for the UK
to achieve our targets there will need to be an added focus
on greening manufacturing processes. The Energy Hierarchy
recommends that energy conservation and efficiency should
be the priorities of a sustainable energy policy. The only serious
rewards which can be achieved are from measures to reduce
energy demand, as changes to a sustainable energy supply will
only deliver results 10-15 years from now3.
Within the domestic market the rollout of smart meters will
encourage consumers to modify their energy use in order to
realise savings, at the industrial level where energy costs factor
into the final price of manufactured goods, manufacturers are
well aware of the benefits of implementing energy efficiency/
savings projects to reduce costs, which also deliver reductions
in energy use.

The Coalition Agreement commits the Government to
establishing a Green Investment Bank, the implementation
of this policy is being led by the Department for Business,
Innovation and Skills with involvement from other relevant
Government departments.

If the aim of the Government is to facilitate the transition to
a green economy, then allowing the Green Investment Bank
to finance the development, exploitation and implementation
of energy efficiency/savings processes and waste reduction
methods must not be ruled out. A Gigawatt of power saved
is more than a Gigawatt of power which doesn’t need to be
generated.

The Green Investment Bank was first announced by Alistair
Darling MP, in his final budget as Chancellor of the Exchequer.
This followed a report by the Green Investment Bank
Commission, set up in 2009, which highlighted the “urgent
need for a new public financial institution to unlock the
investment needed for Britain to deliver a timely transition to a
low carbon economy.”

The development of such green processes can also help to
make the manufacture of low carbon goods sustainable and
more cost effective, improving the UK’s comparative advantage
in export markets. These green processes, protected by
business method patents where possible, could provide in
themselves an idea worth investing in, generating returns for
the Green Investment Bank for investment in other projects.

Due to the risks inherent in low carbon technology roll-out and
the financing of numerous small projects, the Commission
recommended Government intervention through the creation
of a Green Investment Bank, which would issue such financial
products as green bonds and green ISAs. The Commission
also estimated that the scale of investment required would be
around £550bn by 20201.

SME Access

The Government’s Aim

“SMEs can bring innovation through the early exploitation
of new technology, providing products or services in new or
underdeveloped markets, or by using innovation to differentiate
themselves from established market players4.”

The Coalition Agreement commits the government to the
establishment of a Green Investment Bank. The investment
mandate for the Bank will be to deliver the Government’s
aims on economic growth, facilitate the transition to a green
economy and support the UK’s industrial transformation2.
The Chancellor of the Exchequer announced in Budget 2011
that initial capitalisation for the Bank would be £3bn from the
government, financed through asset sales, a commencement
date for operations of 2012 and that the Bank would be free to
begin borrowing to invest from 2015.

To deliver the low carbon technologies and processes which
will help transition the UK toward a green economy, innovation
will have to be at the heart of the solution. The Glover Report
summed up the innovative benefits of SMEs to the UK
economy:

In addition, SMEs contribute to the supply chains of larger
manufacturers thus increasing the overall productivity of UK
Plc.
One of the key challenges faced by SMEs is access to finance,
a survey by the EEF in March 2011 shows that when it
comes to the cost of finance “Problems remain most acute
for small firms5”. If the Government is to achieve success
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in transitioning to a green economy, access to the Green
Investment Bank by SMEs will be paramount. The Bank needs
to address the funding gap that exists due to market failure,
which has arisen from the high risks and limited knowledge
associated with investments in green projects.
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Joining up across Government
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A successful transition to a low carbon economy will rest on
a joined up approach across government. The Government
should ensure that other projects and schemes are geared
toward a green economy or the development of green
processes. The use of smart procurement can help to
stimulate green growth, through for example the Small
Business Research Initiative (SBRI) being used to develop
green processes and technology. The Government should also
ensure that other green projects do not languish or get ignored
as the Green Investment Bank is developed.
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Accelerating the SME economic engine: through transparent, simple
and strategic procurement, Chapter 1, November 2008
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An opportunity exists within the Green Economy Roadmap
for a full audit of existing government schemes (which enable
green growth) to be conducted, to ensure that the Green
Investment Bank provides added value to investment channels
over time, rather than merely being a new body to pool existing
government funding for green growth.
Small investments from the Green Investment Bank can be
leveraged very effectively if integrated with both SBRI and
Forward Procurement. The Green Economy Roadmap is an
important step in this but must be followed through, so that
we can identify (and even encourage) specific technology
opportunities when they appear.
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