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Document Structure

This document is Volume loftwod ocument s prepared for AWM as part
Economy in the West Midlands. Volume I is written for the non-technical reader and summarises the key
outcomes of the study, including details of the key findings and recommendations. It should be read in
conjunction with the second volume of the study. The overall structure of the report is outlined below:

Volume | - Main Report

This document summarises the key outcomes of the study, including details of the key findings and
recommendations.

Volume Il i Technical Report and Data -sets

This document details the policy context of the study, its aims, approach, findings, conclusions and
recommendations. It is sufficiently detailed to enable replication of the study in the future if necessary.
Volume Il also includes the technical appendices and data sets used as the evidence base for the study.
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1. Context

In December 2007 Advantage West Midlands produced on behalf of the West Midlands, a new

Regional Economic Strategy: Connecting to Success'. Hailed as a landmark strategy, Connecting
toSuccesshas been formall y r ec ogcarbonecdnonaicsstrategyeandbdsd s f i r
established Advantage West Midlands as a leader amongst the regions, endorsed by Jonathon

Porritt, the then Chair of the UK Sustainable Development Commission. The lessons from

developing this strategy are featured in Evidence of Success®.

The evidence base for this strategy helped to define for the first time what a low carbon economy
is:

AAn economy that produces goods and services of ir
greenhouse gases in their production, use and disposal. Low carbon goods, services and skills

are related to achieving this outcome and can be specialist; for example, wind turbine

manufacture, micro-generation domestic installers or changes within mainstream processes; for

example a food manufacturer improving the efficiency of its logistics or production process, or

plumbers learning how to install solar h e a €onnediny to(Success).

For the West Midlands this was interpreted as:

Al n the West -ddrboth Ecanordysmeans dn ecanomy that will underpin a prosperous
and thriving region through capturing the economic benefits of increasing efficiency whilst
reducing direct carbon emissions and using the r ec(
technology to deliver low-carbon solutions to national and international markets. For Business
this means fully capturing the opportunities for both existing industries and new enterprises to
ensure the West Midlands region secures a reputation for profitable low carbon enterprise. For
People this means up-skilling to secure the benefits from new employment opportunities
emerging from a low-carbon economy, along with behavioural change, to enhance quality of life.
For Place, this means creating the conditions for growth by optimizing transport networks and
developing a low-carbon built environment through energy efficiency and renewable materialsa
(Connecting to Success).

The evidence base for the development of the strategy helped to set out what a low carbon
economy strategy should look like and the type of interventions to generate the biggest
productivity gains and carbon reductions. However one of the actions within the strategy was to
iHel p i d-earbbnie¢ogomic and climate impact opportunities and risks for regional
business and skills needso.

To deliver this action a number of studies were commissioned to look at the economic impacts

and opportunities of climate adaptation, and the skills needs within the environmental technology

sector. The most recent was the BIS study on the environmental good and services sector within

the West Midlands, but whiah stated tha thelregibn hiad an 86 shareaob o n 6
the UK market.

However thiscurrentst udy was commi ssioned to help | ook not
goods and s e rbutiatche sconsmiariske and opportunities across the whole of the

West Midlands economy and is aimed at helping regional and sub-regional approaches to

targeted support to help sectors diversify or become more efficient, not just the high profile R&D or
high-tech specialist green companies.

The Low Carbon agenda has progressed considerably over the past few years as understanding
and scientific evidence for climate change has received universal acceptance. The UK Climate

! Connecting to Success, Advantage West Midlands, 2007

2 _ . . Plan Design Enable
Evidence of Success, Advantage West Midlands, 2008
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Change Act 2008 established a legally binding target of 80% carbon emissions reduction by 2050;
a target which will require significant and coordinated action across all sectors of the economy.

The economic opportunities arising from the shift to low carbon and the implications for business
models extend across the West Midlands economy. The Carbon Trust report, Climate Change - a
Business Revolution® also shows how tackling climate change can create opportunities for a
company to increase its value by up to 80% if it is well positioned and proactive. Conversely, it
could threaten up to 65% of its value if a company is poorly positioned or a laggard.

Opportunities and risks in the economy are driven by shifts in consumer behaviour, technology
and innovation and regulation. Targeted policies and support measures are therefore required as
a key initiator of change across the West Midlands economy.

It is this rationale that is equally applicable to the West Midlands and this study is aimed at
understanding the sector requirements and demands further as the regional economy progresses
towards a low carbon future.

% carbon Trust (2008) Climate Change i A Business Revolution available from

L ) Plan Design Enable
http://www.carbontrust.com/publications/CTC740 business rev%20v5.pdf
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2. Aims

On the basis of discussions with AWM, the steering group and other partners it was established
that the key aims of the project were to:

e Identify the range of existing and new sectors within the region that are vulnerable to the
policies and demands of a low carbon economy and which, with policy intervention are able
to capitalise from, and adapt to the business opportunities and risks that will be presented by
the transition to a low carbon economy;

e Identify which of the existing and new sectors of the region offer the greatest opportunity for
growth in a low carbon economy.

e |dentify the barriers that will inhibit existing and new sectors from harnessing growth
prospects in a low carbon economy.

e |dentify those policy intervention measures that would assist in overcoming these barriers to
enable existing and new sectors within the region to grow in a low carbon economy.

e Review how the effectiveness of such policy intervention measures could be effectively
measured.

Plan Design Enable
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3. Audience and methodology
3.1 Audience

The audience for this study includes a range of stakeholders including public regeneration bodies,
local authorities, business support organisations as well as individual public and private sector
organisations. Each of these stakeholders will need to identify the implications of the low carbon
economy individually and in partnership. However, we have outlined, below, how each of these
stakeholders can use this report to assist the strategic shift to a low carbon economy:

e Regional policy makers i so they can understand the implications and actions required
across the whole of the regional economy to deliver a low carbon economy set out in the
West Midlands Regional Economic Strategy, and thus informing new regional strategies.

e Sub-regional policy makers i so they can understand the implications and actions required
within local economic assessments and strategies to deliver a lower carbon economy through
planning control and land-use policies, for example.

e Business support organisations i so they can better understand the drivers, opportunities
and interventions required (such as business support training programmes) to assist the
transition to a low carbon economy.

e Individual public and private sector organisations i so they can better define the
opportunities for their sector using the sector profiles provided in Volume I, for example,
assisting their horizon-scanning and, therefore, transition to improved uptake of low carbon
techniques and products.

In Section 4 of this report we have also identified sub-regional solutions and responses for policy-
makers to focus on in addressing low carbon opportunities for those sectors making a high
contribution (in terms of employment and business size) in the sub-regions making up the West
Midlands economy.

3.2 Methodology

The methodology is outlined in detail in Volume II.

Plan Design Enable
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4, Results and findings

4.1 Vulnerable Sectors
A recent URS report published in 2007 identified the following risk matrix showing vulnerable
sectors of the West Midlands economy based on present and forthcoming carbon legislation:

Table 4.1 - Sector classifications by level of potential exposure to carbon constraints on
operations and product & services

ATKINS

High Risk Medium Risk Low Risk

Products & Transport Equipment | Electrical Equipment Health and social work

Services Construction Manufacture

Transport & communications
Education

Mineral Products Manufacture
Food & Drink Manufacture
Chemicals Manufacture
Electricity, gas & water
Business services
Construction

Finance & insurance
Agriculture

Mining

Operations Health and social Retail & distribution Business services

work Miscellaneous services | Construction

Transport &

. Hotels & restaurants Finance & insurance
communications

Public admin & defence | Agriculture

Education

. Electrical Equipment Mining
Transport equip e E—
manufacture

. Other manufacturin
Mineral Products 9

Manufacture

Food & Drink
Manufacture

Chemicals
Manufacture

Electricity, gas &
water

Source: URS (2007) Low Carbon Evidence Base for the West Midlands Regional Oservatory
Economic Strategy, p. 42

Some sub-regions of the West Midlands economy are at higher risk compared with others. Spatial
distribution work carried out by WMRO shows the proportion of employees and businesses at high
risk for each local authority according to risk of impact of regulation on operations or
products/services. The results are summarised below:

4 . . . . Plan Design Enable
Low Carbon Evidence Base for the West Midlands Regional Economic Strategy, URS, October 2007

Volume I: Non-Technical Summary



Table 4.2 - Proportion of employees & businesses in high risk sectors (according to
operations and products/services)

LA % of Employees at LA % of Businesses at
High Risk High Risk
Stoke-on-Trent 46.0% Staffordshire 27.4%
Wolverhampton 42.1% Stoke-on-Trent 26.8%
Solihull 40.7% Herefordshire 26.6%
Coventry 39.8% Shropshire 26.3%
Shropshire 39.6% Walsall 25.7%
Staffordshire 38.6% Dudley 24.8%
Sandwell 38.1% Sandwell 24.1%
West Midlands 37.1% West Midlands 24.0%
Birmingham 36.3% Telford and Wrekin 23.7%
Warwickshire 35.1% Coventry 22.9%
Walsall 34.7% Solihull 22.8%
Herefordshire 34.2% Warwickshire 22.6%
Worcestershire 33.5% Worcestershire 22.6%
Dudley 32.9% Wolverhampton 22.3%
Telford and Wrekin 32.5% Birmingham 21.1%

Source: Data provided by WMRO (ABI data), 2007
The West Midlands average is highlighted at the appropriate point in the table.

From the review of vulnerable sectors, the following conclusions can be made:

e  Carbon reduction policies focused on operations have the largest potential impact on the
regional economy, in terms of GVA, employment and business. However, legislation and
policy initiatives affecting products and services are now under development with the
establishment of initiatives such as product carbon labelling and the development of
associated international carbon standards.

e  The only sector to currently have a greater risk-rating under product and services is
Construction, where the use and waste of significant amounts of high carbon materials has
been specifically targeted by policy, and emissions during construction (e.g. from energy use)
are relatively lower.

e  Those sectors most affected by carbon reduction policies (at high risk in terms of operations
or products and services) and are regionally significant, accounting for over 5% of total
regional employment include:

- Health & Social Work

Transport & Communications

Education

- Construction
Plan Design Enable
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The level of risk at a sub-regional level differs in employment and business terms. However,
on an analysis of employment there are seven authorities with a higher proportion of total
employees at risk compared to the regional average, which include:

- Stoke-on-Trent (46.0%)
- Wolverhampton (42.1%)
- Solihull (40.7%0

- Coventry (39.8%)

- Shropshire (39.6%)

- Staffordshire (38.6%)

- Sandwell (38.1%)

To a large extent, many businesses in these vulnerable sectors are already responding to the
low carbon agenda through their own efforts. However, support measures can be also be
implemented at the local authority and regional levels which can help mitigate against the
risks for these sectors and sub-regions. Based on the above evaluation, such measures will
be different depending on whether the sector is at risk as a result of carbon reduction
measures affecting operations, or whether the sector is under threat from new and emerging
legislation affecting products and services.

Overall the transition to a low carbon economy will depend upon many sectors incorporating
processes to decarbonise existing activities and improve energy and resource efficiency. The
means by which they can do this are outlined in the sector profiles included in Volume II.

4.2 Opportunities

Based on an evaluation of current regional strengths, we have identified eleven sectors currently
making a large contribution to the West Midlands economy, in terms of employment and business
size. These are identified below:

Business Services (including Finance & insurance)

Construction

Environmental goods and services

Farming, food and drink

Manufacture of motor vehicles and transport equipment

Manufacture of metals, machinery & equipment and electrical equipment
Manufacture of non-metallic mineral products (glass & ceramics).

Public sector services (incorporating, Education, Health & social work and Public
administration & defence)

Tourism & Leisure (incorporating Hotels & Restaurants and elements of Other Community
services)

Transport, storage & communications

Wholesale & retail trade

For each of these sectors we have identified sector-specific low carbon opportunities (in the sector
profiles in Appendix B, Volume II) to show how organisations can reduce carbon aﬁ%%%egﬂ&irhable

Volume I: Non-Technical Summary

ATKINS



operations, products and services, and therefore give an indication of how regional and local
bodies can focus their efforts to assist the strategic shift to a low carbon economy.

Using the following criteria: (i) Carbon Regulation, (ii) Scale of Opportunity, (iii) Existing Regional
Strengths, (iv) Existing Regional Action, (v) Low Carbon Technologies we have undertaken an
evaluation of these 11 sectors to determine where the best opportunities for future growth lie. A
simple scoring methodology was used to qualitatively evaluate these opportunities on the
following basis: (H: High opportunity (3); M: Medium opportunity (2); L: Low opportunity (1)).
These scores were then summed across the above criteria for each of the above 11 sectors.

The results of this evaluation are outlined in the table below.

Plan Design Enable
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Table 4.3 - Prioritisation of sector opportunities across the West Midlands

=
= =
2| 3 z g
< 5 o o
= o _ = = %) ()
> 88 g g g 2 5
i X7 T o o 88 2
- 5 % o% > 53 2
(O] = = ]
g @ £2| £§5| 9= S
= T 3 2 D= ] o
© oS X = X O o o =
Sector o n< won W < - © Commentary
Manufacture of non-metallic mineral goods Regulation will drive the move towards low carbon building products
(e.g Building Products: glass, ceramics across the UK. The West Midlands has expertise in the sector and various
etc) 15 | existing initiatives, such as the Cluster at AWM.
Reducing carbon footprint and sector regulation likely to force it to adapt in
Manufacture of automotive and transport future. Huge potential market and strong manufacturing strengths in the
equipment 15 | West Midlands.
Manufacture of metals and fabricated Driven by need to decarbonise operations, the West Midlands has a
metal products and electrical equipment strong legacy of manufacturing machinery and electrical components.
(e.g Energy generation products/ Energy However, likely to be a globally competitive market in terms of mass
efficiency components) 14 | production.
Construction 14 | Similar to building products but slightly less innovative.
Central aspect to the low carbon economy but many aspects begun
Environmental goods and services (e.g. already (e.g Brownfield land regeneration, waste sites etc). There will be
End-of-life vehicles recycling) 14 | niche activities the region is well placed to capture.
The agri-food cluster at Stoneleigh has potential to help the transition to a
low carbon economy in terms of promoting sustainable food chains and
Manufacture of food and beverages 13 | food technology.
Will be affected strongly by regulation but solutions more likely to come in
terms of decarbonising existing activities rather than new
Transport, storage and communications 12 | products/services.
The region is well placed to influence procurement practices and promote
Public Services 12 | sustainable development.
Wholesale and retail trade (Local Sourcing To a large degree the transition to a LCE here is more dependent on de-
of food, PSFPI etc) 10 | carbonising existing activities.
There are some opportunities but eco-tourism and green holidays likely to
be a competitive market and in general the transition to a LCE in the sector
Tourism and leisure 9 | more about de-carbonising existing activities.
There are opportunities within this sector and some regional specialisms
but again more related to decarbonising existing activities.
Business Services 9 | R&D is considered to be an enabler. Plan Design Enab
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Based on the scoring in the matrix above, we have identified eight sectors which offer good
prospects in terms of future growth in the low carbon economy and, therefore, opportunities for

the region. These are identified below:
e  Manufacture of non-metallic mineral goods

e  Manufacture of automotive and transport equipment

e  Manufacture of metals and fabricated metal products and electrical equipment

e  Construction

e  Environmental goods and services

e  Manufacture of food and beverages (including farming)
e  Transport, storage and communications

° Public Services

The opportunities for those screened out during the evaluation (scoring 10 or less) are mainly

related to decarbonising existing operations.

Detailed examples of opportunities for these sectors are identified in Volume Il of this report in

Section 5.2.2.5 and the sector profiles.

Further work was then undertaken to identify the barriers to implementation of low carbon

initiatives and the means by which the barriers can be overcome.

4.3 Barriers and potential regional solutions

The barriers to a transition to a low carbon economy can be summarised under the following

headings:

e  Consumer demand

e Policy and regulatory regime

e  Physical and institutional infrastructure
e Skills

e  Business advice

e  Planning

e  Fostering innovation and technology

e  Attracting foreign markets and investment

These are discussed in detail in Volume II, however there is a significant role for government
intervention given the high levels of information failures that exist in recognising low carbon
business opportunities. For instance, currently there is insufficient information to transform
consumer demand through correcting prices (by reflecting the true cost in carbon terms); there is
insufficient allocation of investment into commercialising technologies and there are transitional
barriers such as skills, which take longer to correct. There has already been a statement by

Government that action will be taken to assist the transition.

Table 4.4 overleaf summarises the various factors considered, and analyses where regional
influence can play a role in overcoming these barriers. It is colour-coded to highlight the strength

of regional influence in overcoming these barriers.

Volume I: Non-Technical Summary
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Table 4.4 - Summary: determining factors & extent of regional influence

Factor

Potential to constrain LCE
transition

Potential to drive LCE
transition

Possible government interventions to assist

Regional influence

**= Fairly Strong
*=negligible)

Consumer Demand

e Consumers will not pay a
premium purely for a
greener product.

e Sufficient market
demand will drive
commercialisation of
energy and
environmental
technologies.

Carbon regulation & leglisation including
targeted sector-specific initiatives. Must send
clear and transparent signals of its strategic
intentions to alter business planning and
investment.

Help to ensure market demand (through
procurement).

*

e Can assist in terms of procurement
(e.g. PSFPI).

Policy & Regulatory
Regime

e No clear statement of
government intentions

e |f clear, policy will drive
business planning
decisions and
investment and affect
consumer demand.

Ensure market demand (see procurement
below)

Create Markets for environmentally friendly
attributes or credits.

Provide extra financial backing
Business development assistance.

Action to incentivise and facilitate low carbon
or other technologies.

Co-ordination of policy at national, regional &
local level.

Low Carbon Economic Areas (LCEA).

*
e Region has role to play in co-ordinating
action, particularly at the sectoral level.

e Could LCEA be developed in the West
Midlands?

Public Procurement

Physical &
Institutional
Infrastructure

e Government needs to
lead by example.

Inefficient and not
conducive to low carbon
activities

Volume I: Non-Technical Summary

e Purchasing power of
public sector can help
reduce risk of
uncertainty over the
scale of demand and
price.

Help drive business
growth and sustainable
transport.

Innovation Procurement Plans by Central
Government

Small Business Research Initiative
Retrofit for the future.
Ultra Low Carbon Vehicles

IT & Digital Infrastructure- universal broadband
commitment.

Flexible intellectual property system.

*%

e Local/regional procurement (PSFPI).

e Access some of the schemes at a
regional level.

*k%k

High-quality low carbon employment
land/premises.

ATKINS



Factor

Skills

Planning Regime

Potential to constrain LCE
transition

Insufficient skills base to
exploit business
opportunities

Impede development of
low carbon economy,
slowing delivery.

Potential to drive LCE
transition

Competitive advantage
to drive forwards low
carbon products.

Accelerate process,
particularly in terms of
supporting businesses
seeking to improve
energy efficiency

Possible government interventions to assist

Transformation of energy infrastructure.
Waste infrastructure.

Transport Infrastructure. Implement Carbon
Reduction Strategy for Transport.

Address shortage in many essential skills
areas: Science, Technology, Engineering and
Mathematics.

Communication, leadership and management
skills.

Commitment that most new homes be zero
carbon by 2016 rely on planning system not
slowing down construction.

Regional influence

**= Fairly Strong

*=negligible)
Community energy generation
initiatives.
Strategic regeneration

WIDP & WRAP to be utilised by local
authorities.

Assist freight & logistics sector to adapt.

Work with sector skills councils.

Commission further research to
understand specific job and skills
requirements of the opportunities.

e Regional Planning Bodies (integrated
RES/RSS)

Volume I: Non-Technical Summary
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It can be seen that, in parallel with the sector profiles, it has been possible to identify low carbon
opportunities in the affected, vulnerable sectors identified above, however it will be necessary to
overcome the barriers in the transition to low carbon practices and products. This can be assisted
by a coordinated policy response by local authorities and other support bodies.

We have identified regional solutions to overcome these barriers for each of the eight sectors,
identified above as priorities for the region. The barriers and possible interventions to overcome
these barriers are summarised in detail in Table 4.5 below. In addition, we have provided a sub-
regional analysis identifying where, geographically, the best opportunities lie in employment terms
across the region in Table 4.6.

Volume I: Non-Technical Summary Plan Design Enable
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Table 4.5 - Summary of sector barriers and regional solutions
Sector Opportunity Barriers Regional solutions and options Timescale
Short Medium- Long-
-term term term
(0-2 (2-5 (5+ years)
years) years)
Manufacture of non- e Competitive Advantage by low carbon Consumer Demand Support development of low carbon tools for the o
metallic mineral goods design, construction methods and Value to provider sector
materials ; ;
_ N Perception of higher costs Ensure funding and public procurement_ P
® Cost savings by use of more efficient ) ) encourages low carbon methods (e.g. via
(and low carbon) equipment Actual higher capital costs AWMbds D3 guidelines)
e Use and development of low carbon Skills within sector Support training with Skills Council P o
products Lack of low carbon Innovation incubator for sustainable products
infrastructure and materials
Availability and awareness of Low carbon demonstration project for the P
energy efficient equipment construction sector
Development of West Midlands expert group p
Develop network of suppliers, buyers and
recyclers locally (e.g. via NISP) P
MinUfaf,ture 0; e Manufacturing of transport equipment Development and proof of Support technology development in WM P
automotive an i i i i
transport equipment (including supply chain) technologies Support low carbon supply chain initiatives >
° Competltlve_‘ advantage by low carbon_ Capital Development of West Midlands expert group 3
vehicle design (e.g. Hybrid and electric Skills o ) T
vehicles; fuel cell; innovative propulsion; _ ‘ A_SS|st with current work in developing tie-ins P
new mobility concepts; thermo-electric Already invested in other with recyclers (scrap merchants) and motor
generation; re-engineered internal vehicles manufacturers (e.g. through the DRIVENet
combustion engine; brake energy Infrastructure for fuels network)
regeneration; lightweight construction; Ensure funding and public procurement
efficient engine technologies; energy encourages low carbon transport and
and heat management in the vehicle; automotive transport equipment P
recyclable vehicles; Intelligent Develop network with business, financers and
Navigation Systems). Velop. u ’ P
) universities
e Development of alternative fuels and
associated infrastructure (e.g. biofuels,
hydrogen produced free of CO,)
Manufacture of metals | e CHP Network development Ability to retro-fit Support development of system for payment P
and fabricated metal e Clean Coal, Carbon Capture & Financing (e.g. Energy Performance Contracts)
products and Sequestration Skills to develo Identify priority locations for CHP district energy P
lectrical equipment p .
€ quip e Biomass plant ) networks and set up group to implement
p Development of technologies - .
e Wind power ] ) Incentivise low carbon energy production P
Incentives or regulation to devel ¢ hnoloai
e Marine Energy encourage use Support development of new technologies p
Skills P

® Smart metering

Provide infrastructure development support

Volume I: Non-Technical Summary
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Sector Opportunity Barriers Regional solutions and options Timescale
Short Medium- Long-
-term term term
(0-2 (2-5 (5+ years)
years) years)
e Intelligent grid management Lack of demonstration/pilot Support skills development P
® Energy efficient equipment i industrial Higher costs
motors, domestic heating
Construction ® BREEAM certified buildings Consumer Demand Support development of low carbon tools for the P
® Low carbon design Value to provider sector
® Reuse of materials and use of recycled Perception of higher costs Ensure funding and public procurement P
materials and facades ) ) encourages low carbon methods (e.g. via
Actual higher capital costs AWM6s D3 guidelines)
Skills within sector Support training with Skills Council P
Lack of low carbon Innovation incubator for sustainable products p
infrastructure and materials
Availability and awareness of Low carbon demonstration project for the P
energy efficient equipment construction sector
. P
Development of West Midlands expert group
Develop network of suppliers, buyers and P
recyclers locally (e.g. via NISP)
Manufacture of food e Commercial opportunity from use of Lack of knowledge in farming Provide advice to sector P
and beverages wastes community Provide access to capital funding P
® Farm waste and food waste diverted Capital for infrastructure Support development of local infrastructure P
Lrgvrcelrandflll to generate renewable Demonstration projects
' . . Re-use difficult
® Increased recycling of packaging from ] ] B
food and drink products, for example Recycllng requires specific
aluminium and glass bottles. infrastructure
® Recycling of farm plastics
Environmental goods e |mplementation by range of low carbon Development of technologies Incentivise low carbon energy production P
and services technologies (e.g. energy, transport, Incentives or regulation to Support development of new technologies #
waste management, etc) encourage use o =
. L . g Provide infrastructure development support
® Provision of specialist advice to all Skills p

sectors on low carbon

Lack of demonstration/pilot;
Higher costs

Support skills development

Volume I: Non-Technical Summary
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Sector Opportunity Barriers Regional solutions and options Timescale
Short Medium- Long-
-term term term
(0-2 (2-5 (5+ years)
years) years)
Transport, storage Competitive advantage by sustainable Infrastructure for fuels Develop consistent method for measuring and P
and communications logistics for inbound and outbound Capital reporting on carbon emissions for the supply
distribution transports and increasing b hnol chain industry
il frei roven technolo .
use of rail freight ] o4 Encourage supply chain sector to engage on p
Development of alternative fuels and New designs needed at cost- low carbon techniques 5
associated infrastructure (e.g. biofuels, effective prices su
) pport use p
hydrogen produced free of CO,) Manufacturers already invested Pilot proiect
Use of low carbon vehicles and in low efficiency products .p I _ P
premises Lack of emissions regulation or Provide low carbon infrastructure P
method to calculate emissions Support development and purchase p
across the supply chain
Public Services Ability to procure low carbon services Lack of training or Provide guidance on sustainable/low carbon P
for the sector understanding of approach for procurement for public sector
procurement sector Demonstrate best practice in own procurement P
Ability to deliver by service and funding methods
providers Develop carbon calculation tools =)
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Table 4.6 - Summary of Opportunities within Sub-Regions within West Midlands economy

- © £
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£ = © ) c = o S o = S 2 by o
£ = ° = g = > 2 g 2 9] o v S
= S < = o ©° <} i o < [} = g D
o ) = a @) %) = n = = T n n =
Manufacture of non-metallic mineral goods L L L L L L H L L L L
Manufacture of automotive and transport equipment L L L H L L H L L H M H
Manufacture of metals, fabricated metal products and electrical equipment H H H L L L L H H L L L L L
Construction H L L L L L H H H H M H H H
Manufacture of food and beverages L M L L L L L M L L M M L L
Environmental goods and services® M M M M M M M M M M M M M M
Transport, storage and communications H L L L H L L H L H L H L H
Public Services H H H H H H H H L L L H L H

High (H) 7 Industry has a highly significant presence in the sub-region (>2% employees)
Medium (M) i Industry has a significant presence in the sub-region (17 2% employees or local specialism (LQ analysis))
Low (L) T Industry has a minor presence in the sub-region (<1% employees)

5 . . . Plan Design Enable
Included as an additional sector to those selected on the basis of number of employees or local specialism.
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4.4 Opportunities within the sub-regions i the
Importance of the public sector

In addition to the specific opportunities associated with clusters of industry in specific sub-regions,
the above table also shows that there are specific opportunities associated with the public sector
encouraging the uptake of low carbon opportunities across the region. This is also important, as
individual authorities can influence the development of low carbon initiatives directly.

The key opportunity for this sector is associated with low carbon procurement by local authorities.
The regional solutions and options for the public sector across the region include:

e  Provide guidance on sustainable/low carbon procurement for public sector

e Demonstrate best practice in own procurement and funding methods

e  Develop carbon calculation tools

Through low carbon procurement policies local authorities will be in a position to influence other
sectors of the economy in developing low carbon products; for example, design and use of
construction and insulation materials associated with retro-fitting social housing stock to improve
energy efficiency and specifying the increased use of recycled aggregates in buildings and
highways.

4.5 Measurement

Monitoring of progress in the transition to a low carbon economy will need to be undertaken at the
regional and sub-regional levels. Measurement of key indicators such as employees at risk,
development of low carbon products services and operations should be tracked to assess
progress and identify whether the opportunities offered by the low carbon agenda are being
captured.

Progress can be monitored in new or existing business surveys with relevant questions relating to
the key indicators identified in Table 6.1 (Outcomes and indicators) in Volume Il of this report.

In the absence of survey-specific data, employment data and the existing WMRO low carbon
indicator data-set can be used as a proxy to identify the extent to which decoupling is being
undertaken across the regional and sub-regional economy identifying whether jobs are being lost
or created. Increasing amounts of data will be gathered on operational carbon releases as a
consequence of the Carbon Reduction Commitment (which looks at operational releases of CO,)
and, for | arger manufacturers and installat:i
(Resource Efficiency Appraisal and Development) programme which collates data on raw
materials usage, energy consumption, waste generation and output. Much of this information will
be available on public registers from 2010 onwards.

Plan Design Enable
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5. Conclusions and recommendations

The aims of the study have been to undertake the following:

e Identify the range of existing and new sectors within the region that are vulnerable to the
policies and demands of a low carbon economy and which, with policy intervention, are able
to capitalise from and adapt to the business opportunities and risks that will be presented by
the transition to a low carbon economy.

e Identify which of the existing and new sectors of the regions offer the greatest opportunity for
growth in a low carbon economy

e Identify the barriers that will inhibit existing and new sectors from harnessing growth
prospects in a low carbon economy

e |dentify those policy intervention measures that would assist in overcoming these barriers to
enable existing and new sectors within the regions to grow in a low carbon economy

e Review how the effectiveness of such policy intervention measures could be effectively
measured

In this concluding section we have identified the key findings and recommendations relating to
each of the key aims identified above.

5.1 Vulnerable sectors

From the review of vulnerable sectors, the following conclusions can be made:

Carbon reduction policies focused on operations have the largest potential impact on the regional
economy, in terms of GVA, employment and business. However, legislation and policy initiatives
affecting products and services are now under development with the establishment of initiatives
such as product carbon labelling and the development of associated international carbon
standards.

The only sector to currently have a greater risk rating under product and services is Construction,
where the use and waste of significant amounts of high carbon materials has been specifically
targeted by policy, and emissions during construction (e.g. from energy use) are relatively lower.

Those sectors most affected by carbon reduction policies (at high risk in terms of operations or
products and services) and are regionally significant, accounting for over 5% of total regional
employment include:

e Health & Social Work

e  Transport & Communications
e  Education

e  Construction

The level of risk at a sub-regional level differs in employment and business terms. However, on an
analysis of employment there are seven counties with a higher proportion of total employees at
risk compared to the regional average, which include:

e  Stoke-on-Trent
e  Wolverhampton
e Solihull

e Coventry Plan Design Enable
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e Shropshire
° Staffordshire
° Sandwell

To a large extent, many businesses in the vulnerable sectors are already responding to the low
carbon agenda through their own efforts. However, support measures can be also be
implemented at the local authority and regional levels which can assist mitigate the risks for these
sectors and sub-regions. Based on the above evaluation, such measures will be different
depending on whether the sector is at risk as a result of carbon reduction measures affecting
operations, or whether the sector under threat from new and emerging legislation affecting
products and services.

Overall the transition to a low carbon economy will depend upon many sectors incorporating
processes to decarbonise existing activities and improve energy and resource efficiency. The
means by which they can do this are outlined in the sector profiles included in Volume II.

Recommendation 1. It is recommended that the vulnerable sectors and regions of the
economy be targeted for support in the transition to a low carbon economy. A partnership
approach which includes regeneration bodies, local authorities 7 particularly their
economic development departments - and other stakeholders can assist address the
threats by identifying opportunities and facilitating a response by vulnerable businesses
and other organisations.

5.2 Opportunities

Based on an evaluation of current regional strengths, we have identified eleven sectors currently
making a large contribution to the West Midlands economy, in terms of employment and business
size. For each of these sectors we have identified sector-specific low carbon opportunities (in the
sector profiles) and screened the sectors to show where regional and local bodies can focus there
efforts to assist the strategic shift to a low carbon economy.

Based on the following criteria (i) Carbon Regulation, (ii) Scale of Opportunity, (iii) Existing
Regional Strengths, (iv) Existing Regional Action, (v) Low Carbon Technologies we have identified
eight sectors which hold the most promise in terms of future growth and opportunity for the region.
These are identified below:

e  Manufacture of non-metallic mineral goods

e  Manufacture of automotive and transport equipment

e  Manufacture of metals and fabricated metal products and electrical equipment
e  Construction

e  Environmental goods and services

e Manufacture of food and beverages (including farming)

e  Transport, storage and communications

e  Public Services

It can be seen, that in parallel with the sector profiles, it has been possible to identify low carbon
opportunities in the affected, vulnerable sectors identified above, however it will be necessary to
overcome the barriers in the transition to low carbon practices and products. This can be assisted
by a coordinated policy response by local authorities and other support bodies. We have identified
regional solutions to overcome these barriers for each of the eight sectors, identified above as
priorities for the region. The interventions to overcome these barriers are summarised in detail in
Table 5.1, below. In addition, we have provided a detailed sub-regional analysis identifying where,

geographically, the best opportunities lie in employment terms across the region.
Plan Design Enable
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Sector Sub-Regions with

significant (High &
Medium) presence
(>1% employment)

Opportunities for sector within sub-
region

Barriers to success within
sub-region

Sub-regional intervention measures to overcome barriers

of automotive

and transport
equipment e  Staffordshire

. Coventry

e  Shropshire
. Stoke on Trent
. Telford & Wrekin

(including supply chain)

e  Competitive advantage by low carbon
vehicle design e.g. internal combustion
engine, hybrid and electric vehicles,
fuel cell, innovative propulsion, new
mobility concepts, thermo-electric
generation, powertrain, re-engineered
internal combustion engine, Brake
energy regeneration, lightweight
construction, efficient engine
technologies, energy and heat
management in the vehicle, recyclable
vehicles, Intelligent Navigation Systems

. Development of alternative fuels and
associated infrastructure (e.g. biofuels,
hydrogen produced free of CO,)

technologies

e Capital

e  Skills

e  Already invested in other
vehicles

. Infrastructure for fuels

in sector
Manufacture . Staffordshire . Competitive advantage by low carbon . Consumer Demand . Ef:onomi_c devel_opment initiatives 1 training in product development
of non-metallic design, construction methods and e  Value to provider with Business Link and other stakeholders (e.g Chambers of
mineral goods materials e  Perception of higher costs Commerce and local coII_eges) N
. o . Actual higher capital costs . Apply for European funding for grants to undertake training and
e  Costsavings by more efficientand low | ,  gyijis within sector consultancy to assist with new low carbon product development.
carbon vehicles and equipment e Lack of low carbon e Undertake publicity campaigns, seminars and breakfast meetings to
e  Use and development of low carbon infrastructure raise awareness of opportunities
products e Availability and awareness . Develop supportive planning and economic development policies to
of energy efficient encourage production of sustainable products
equipment e  Sponsor low carbon demonstration project for the construction sector
(e.g. on alocal authority construction project i lead by example)
e  Develop network of suppliers, buyers and recyclers locally within sub-
region, but with co-ordination across the region.
e Generate case studies for local businesses
Manufacture | ¢ Bjrmingham o Manufacturing of transport equipment | ¢  Development and proof of | ®  Economic development initiatives i training in product development

with Business Link and other stakeholders (e.g Chambers of
Commerce and local colleges)

e  Apply for European funding for grants to undertake training and
consultancy to assist with new low carbon product development.
Examples include Ecoordinated in Birmingham

e  Undertake publicity campaigns, seminars and breakfast meetings to
raise awareness of opportunities

e  Generate case studies for local businesses.

. In general, support skills development

Manufacture e  Birmingham
]?fbmetalsdand e  Sandwell
abricate

metal products s Walsall

and electrical | ®  Staffordshire
equipment e  Worcestershire

e  CHP Network development

. Clean Coal, Carbon Capture &
Sequestration

. Biomass plant
e  Wind power
. Marine Energy

e  Ability to retro-fit
. Financing
. Skills to develop

e  Development of
technologies

. Incentives or regulation to

. Economic development initiatives T training in product development
with Business Link and other stakeholders (e.g Chambers of
Commerce and local colleges)

e  Apply for European funding for grants to undertake training and
consultancy to assist with new low carbon product development.

. Undertake publicity campaigns, seminars and breakfast meetings with
local businesses to raise awareness of low carbon opportunities

. Identify priority locations for CHP district energy networks and set up

Volume I: Non-Technical Summary
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. Herefordshire
e  Shropshire

from landfill to generate renewable
power

. Increased recycling of packaging from
food and drink products, for example
aluminium and glass bottles

e  Recycling of farm plastics

e  Capital for infrastructure
. Demonstration projects
. Re-use difficult

e Recycling requires specific
infrastructure

Sector Sub-Regions with Opportunities for sector within sub- Barriers to success within | Sub-regional intervention measures to overcome barriers
significant (High & region sub-region
Medium) presence
(>1% employment)
in sector
e  Smart metering encourage use group to implement i consider how this is impacted by local land use
e Intelligent grid management e Skills and planning constraints
e Energy efficient equipment i industrial | ¢  Lack of demonstration/pilot | *  In general, support skills development
motors, domestic heating e Higher costs e  Generate case studies for local businesses
Construction . Birmingham . BREEAM certified buildings . Consumer Demand . Apply for European funding for grants to undertake training and
. Wolverh ‘ . L bon desi e  Value to provider consultancy to assist with new low carbon product development.
olverhampton ow carbon design . Perception of higher costs . Undertake publicity campaigns, seminars and breakfast meetings with
. Staffordshire . Reuse of materials and use of recycle e Actual higher capital costs local businesses to raise awareness of low carbon opportunities
e Worcestershire materials and facades e Skills within sector e Support development of low carbon tools for the sector
Warwickshi e Lack of low carbon e  Generate case studies for local businesses
¢ anwickshire infrastructure . Ensure council funding and public procurement encourages low carbon
*  Herefordshire e Avalilability and awareness methods ) )
e Shropshire of energy efficient e Support training with Skills Council
equipment e  Develop local authority network of suppliers, buyers and recyclers
*  Stoke on Trent locally (e.g. via NISP)
e  Telford & Wrekin
Manufacture e Sandwell e  Commercial opportunity from use of e Lack of knowledge in e Apply for European funding for grants to undertake training and
of food and Staffordshi wastes farming community consultancy to assist with new low carbon product development.
¢ aftorashire , e  Work with WRAP to assist companies use less packaging
beverages e Farm waste and food waste diverted

e  Undertake publicity campaigns, seminars and breakfast meetings to
raise awareness of opportunities

. Provide advice to sector

e  Provide access to capital funding

. Support development of local infrastructure
. Generate case studies for local businesses

Environmental
goods and
services

. Birmingham

e  Sandwell

e  Walsall

e  Dudley

. Coventry

e  Solihull

e Wolverhampton
e  Staffordshire

e  Worcestershire
. Warwickshire

. Implementation by range of low carbon
technologies (e.g. energy, transport,
waste management, etc)

. Provision of specialist advice to all
sectors on low carbon

e  Development of
technologies

. Incentives or regulation to
encourage use

e  Skills
. Lack of demonstration/pilot;
. Higher costs

e  Apply for European funding for grants to undertake training and
consultancy to assist with new low carbon product development

. Undertake publicity campaigns, seminars and breakfast meetings with
locaol businesses to raise awareness of low carbon opportunities

e  Apply for European funding for grants to undertake training and
consultancy to assist with new low carbon product development.

e  Undertake publicity campaigns, seminars and breakfast meetings to
raise awareness of opportunities

. Incentivise low carbon energy production
. Support development of new technologies
. Provide infrastructure development support. Review planning and land-
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storage and
communicatio
ns

. Coventry

e  Staffordshire

e Warwickshire

e  Shropshire

e  Telford & Wrekin

logistics for inbound and outbound
distribution transports and increasing of
rail freight

e  Development of alternative fuels and
associated infrastructure (e.g. biofuels,
hydrogen produced free of CO,)

e  Use of low carbon vehicles and
premises

e Capital
. Proven technology

¢  New designs needed at
cost effective prices

. Manufacturers already
invested in low efficiency
products

. Lack of emissions
regulation or method to
calculate emissions via
supply chain

Sector Sub-Regions with Opportunities for sector within sub- Barriers to success within | Sub-regional intervention measures to overcome barriers
significant (High & region sub-region
Medium) presence
(>1% employment)
in sector
e  Herefordshire use policies to ensure renewable energy and recycling is prioritised
e  Shropshire Support skills development
e  Stoke on Trent
e  Telford & Wrekin
Transport, e  Birmingham e Competitive advantage by sustainable | e Infrastructure for fuels Apply for European funding for grants to undertake training and

consultancy to assist with new low carbon product development
Undertake publicity campaigns, seminars and breakfast meetings to
raise awareness of opportunities

Develop consistent method for measuring and reporting on carbon
emissions for the supply chain industry

Encouraget h e
techniques

¢ o supply chhirdsector to engage on low carbon

Consider providing local authority-wide low carbon infrastructure, e.g.
low carbon street lamps

Public
services

. Birmingham

e  Sandwell

e  Walsall

e  Dudley

. Coventry

e  Solihull

e  Wolverhampton
e  Staffordshire

. Shropshire

e  Telford & Wrekin

e  Ability to procure low carbon services
for the sector

e  Lack of training or
understanding of approach
for procurement sector

e Ability to deliver by service
providers

Undertake internal publicity campaigns, seminars and breakfast
meetings to raise awareness of low carbon opportunities

Provide guidance on sustainable/low carbon procurement for public
sector

Demonstrate best practice in own procurement and funding methods.

Generate case studies showing examples of low carbon initiatives.
Consider how the local authority can directly influence the
transition to alow carbon economy through procurement and
planning policies. This will include Highways and Transportation,

Waste Management as well as Social Services and other
Community services.
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Recommendation 2. It is recommended that regeneration bodies, local authorities and
other stakeholders work together to better understand the specific sectors in their areas
where low carbon opportunities may be applicable. An audit of specific opportunities,
based on the sector profiles in this report can then be carried out to address transition at
the local level.

5.3 The importance of the public sector

In addition to the specific opportunities associated with clusters of industry in specific sub-regions,
our analysis has also shown that there are specific opportunities associated with the public sector
and low carbon opportunities across the region. This is also important, as individual authorities
can influence the development of low carbon initiatives directly.

The key opportunity for this sector is associated with low carbon procurement by local authorities.
The regional solutions and options for the public sector across the region include:

e Provide guidance on sustainable/low carbon procurement for the public sector

e Demonstrate best practice in own procurement and funding methods.

e Develop carbon calculation tools in assessing the carbon footprint of different products and
options.

Through low carbon procurement policies local authorities will be in a position to influence other
sectors of the economy develop low carbon products; for example, construction materials
associated with retro-fitting social housing stock to improve the energy efficiency of housing stock
and specifying the increased use of recycled aggregates in buildings and highways.

Recommendation 3. A partnership approach is required by regeneration bodies, local
authorities and other stakeholders in order to develop a coordinated policy response to
address the transition to a low carbon economy. In this report we have identified specific
and measurable interventions addressing the barriers, seeking to maximise opportunities
region-wide. A low carbon economic development plan should be formulated at the local
level, tailored to local circumstances.

5.4 Measurement

Monitoring of progress in the transition to a low carbon economy will need to be undertaken at the
regional and sub-regional levels. Measurement of key indicators such as employees at risk,
development of low carbon products services and operations will need to be tracked to assess
progress and identify whether the opportunities offered by the low carbon agenda are being
captured.

Progress can be tracked in existing business surveys with relevant questions relating to the key

indicators identified above. In the absence of survey-specific data, employment data and the

existing WMRO low carbon indicator data-set can be used as a proxy to identify the extent to

which decoupling is being undertaken across the regional and sub-regional economy, identifying

whether jobs are being lost or created. Increasing amounts of data will be gathered on operational

carbon releases as a consequence of the Carbon Reduction Commitment (which looks at

operational releases of CO,) and, for larger manufacturers and installations, by means of the
Environment Agency6s READ programme whienelgycol | at e:
consumption, waste generation and output. Much of this information will be available on public

registers from 2010 onwards.

Plan Design Enable
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Recommendation 4. The transition to low carbon economy should be based on sub-
regional low carbon economic development plans. These need to be monitored at a local
and regional level to monitor progress. In addition, objectives should be set which are
SMART (Specific, Measurable, Achievable, Realistic and Time bound). Key Performance
Indicators should be identified, such as employment-levels and number of low carbon
opportunities (identified and implemented) should, where possible, be tracked over time.

Plan Design Enable
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