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Tuesday 26 June 2012
(Afternoon)

[HugH BAaYLEY in the Chair]

Enterprise and Regulatory Reform Bill

Clause 1
THE GREEN PURPOSES

4 pm
Question (this day) again proposed, That the clause
stand part of the Bill.

Ian Murray (Edinburgh South) (Lab): I hope that
everyone has had a refreshing few hours off from what
was an exciting and informative morning. Over lunch, I
was struggling to remember what I had said before we
adjourned, so I wonder if any Government Member
would like to intervene on me to remind me, or whether
I need to return to the start of my remarks.

The Chair: I assumed that you had almost finished.

Ian Murray: 1 was almost finished, and I want to
conclude my remarks with a few points.

‘We were discussing the expertise in the Green investment
bank, where it may and may not invest according to the
Bill, and the refusal of our well-thought-out and well-
delivered amendments, which were an attempt to be
helpful in looking at some of the key issues. We were
pressing the Minister to rule out public subsidy for
nuclear, as was in the coalition agreement.

My final remarks will be about supply chains and
who can benefit from the Green investment bank, which
is a significant opportunity. In the next couple of weeks,
and perhaps months, ahead, we will discuss how we can
capitalise the bank, whether it will have enough initial
funding and whether it is a bank or a fund. I want to
press the Minister on how we can get some concessions
on small and medium-sized enterprises, and on coming
forward with a mechanism for looking at such matters
on Report.

Our suggestions were made in good faith. We all
agree with the Green investment bank—it was the previous
Government who suggested such a bank, and it is nice
to see that this Government are taking it forward. There
is cross-party support for the policy. However, it is
important that we grasp it with both hands. That means
ensuring that the bank invests in the right areas and that
when it does, the wider economy benefits.

In an intervention on my hon. Friend the Member for
Vale of Clwyd, who was making a valuable contribution
regarding the impact on Wales, I said that we have
slipped down the league table on the issue quite considerably
in the past two years. In May 2010, at the general
election, we were sitting third in the league table on such
matters, and now we are seventh or eighth. That tells us
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that perhaps the ship has not quite sailed in terms of the
Green investment bank and the impact that it could
have on the country, but it is pulling out of the harbour.
We need to find a way to ensure that we do not let that
ship sail without us, at least in terms of getting the
benefit of it. That is why we need to look at where and
how the bank can invest under the Bill. It is pretty
straightforward to include in the Bill a set of circumstances,
which should be as broad as possible, in which the
Green investment bank can invest, while ruling out
things such as public subsidy for nuclear. It is key that it
should be allowed to invest in things such as wave and
new technology and research and development to ensure
that the UK is at the forefront of the green revolution
that everyone talks of.

The Minister has missed an opportunity to say to the
small and medium-sized enterprises of this country that
the Green investment bank will be set up to ensure that,
at least in the provision of funds, they can benefit from
it. That might unlock other forms of funding. As every
member of the Committee knows and as one or two
have said already this morning, the top priority for
small and medium-sized enterprises is to get access to
finance. Were there a provision in the clause to ensure
that Green investment bank funds could be distributed
through supply chains or to help small and medium-sized
enterprises, that might allow commercial and high street
banks to say, “If the Government are going to back
SMEs in this sector, that will give us a little more
comfort in our risk profiles, and we might want to
release some finance as well.” There could have been a
two-pronged assistance for small businesses.

I will leave my remarks there; our views are known. I
reiterate my thanks to the Minister for ensuring that the
Green investment bank is in Edinburgh. It is a shame
that he will not be utilising all the expertise in Edinburgh
by placing restrictions on where and with whom the
bank can invest. I look forward to him ruling out public
subsidy for nuclear because, while nuclear is incredibly
important to the UK’s future energy needs, the Green
investment bank should be positioning itself to support
other technologies.

David Mowat (Warrington South) (Con): Is it the
position of those on Labour’s Front Bench that the
Green investment bank should not pursue opportunities
in the nuclear supply chain, such as for Sheffield
Forgemasters?

Ian Murray: I am delighted that the hon. Gentleman
mentioned Sheffield Forgemasters. Let us not rehearse
the earlier arguments of my hon. Friend the Member
for Hartlepool, but the Government decision shortly
after the general election not to invest in Sheffield
Forgemasters was disgraceful, not only for Sheffield
Forgemasters but for the wider Sheffield community
and energy in this country. The hon. Member for
Warrington South now argues from the position that we
should set up a Green investment bank to plug the hole
of that disgraceful decision by the Government.

David Mowat: [ am not arguing from any position. I
am asking whether the Opposition’s position is that the
nuclear supply chain should be excluded and that companies
such as Sheffield Forgemasters should not be able to get
access to this finance. That is all I am asking.
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Ian Murray: It is important to look at the provisions
of the report and at the letter on priority sectors given
to us by the Minister. Those priority sectors are clear:
offshore wind power generation; commercial and industrial
waste processing and recycling; energy from waste
generation; non-domestic energy, including on-site
renewable energy; and, if EU state approval is required—
there is a letter clarifying that—things that will support
the green deal. From those priority sectors, there is
clearly no intention to support the nuclear sector. The
Environmental Audit Committee made a strong
recommendation on that. The sectors that need to be
supported are those that are for the purposes of the
Green investment bank and, clearly, people might think
that nuclear power is not one of the purposes that it
should be there for. In relation to the coalition agreement,
we are asking the Minister whether the Bill rules out
such subsidy under the Bill.

David Mowat: I shall take that as a no, then, and that
is now on the public record as the Opposition position.
In terms of the green mandate, subsection (1)(a) on the
decarbonisation objective makes it extremely clear, in
my view, that the nuclear supply chain is to be included,
because as everyone in Committee knows, nuclear energy
is the biggest form of low-carbon energy that we currently
have. But I thank the hon. Gentleman for clarity on the
Opposition position.

Ian Murray: I have yet to find “decarbonisation” in
the Bill or among the priority sectors—that is not said.
The purposes—

“the reduction of greenhouse gas emissions...the advancement of
efficiency in the use of natural resources...the protection or
enhancement of the natural environment”—

are there in the Bill for people to read, and no mention
is made of “decarbonisation”. We are challenging the
Minister on what he and the Secretary of State have
failed to answer, in evidence to the Environmental Audit
Committee and on Second Reading: does the clause
rule out public subsidy for nuclear power? That is the
question rightly being asked of the Government by the
Opposition, and that is what we are pursuing. Does the
hon. Gentleman wish to continue with this?

David Mowat: The hon. Gentleman has made it clear
that Sheffield Forgemasters would not be in scope if the
Bill were being administered and brought forward by
the Opposition. I will ask the Minister later what his
position is, but I thank the hon. Gentleman for his
clarity.

Ian Murray: I am delighted that the hon. Gentleman
wants to give clarity from the position of the Opposition—
[Interruption. ] Perhaps my reference to my hon. Friend
the Member for Hartlepool as a former Minister means
that we should be sitting on the other side and the hon.
Gentleman should be questioning us. That would be the
way to do it.

I had said that I would conclude, although the argument
was drawn out slightly, but clearly what is needed is a
robust bank that can invest in the sectors resulting in an
improvement in the green economy in this country, so
we end up at the forefront not only of Europe but of the
world—a league table we have slipped down drastically.
Many organisations, including the TUC and many of
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the green groups from whom we have received written
evidence, have said exactly the same thing; it has to be a
bank that can invest in the areas that have maximum
impact on energy and the green economy in this country.

The Chair: I know that one more Opposition Member
wants to speak, but I would like to alternate if possible.
There are no takers from the Government side, so I call
Fiona O’Donnell.

Fiona O’Donnell (East Lothian) (Lab): I find the
proceedings as exciting as watching the early heats at
Wimbledon, and I am sorry that Government Members
are apparently not as excited by the Bill as the Opposition
are. I am delighted to follow my hon. Friends the
Members for Edinburgh South and for Hartlepool. The
debate really becomes interesting when we start talking
about the scope of the Green investment bank. When
he intervened on my hon. Friend the Member for
Hartlepool-—whom I prefer to describe as being between
ministerial jobs—the hon. Member for Stroud said that
we were getting away from what the Green investment
bank is, but that is precisely the problem; we are trying
to get into exactly what the Green investment bank is.
One man’s complexity can be a woman’s clarity. [Hon.
MEewmBERrs: “Sexist!”] No, on the contrary; it could be
vice versa.

I want to raise a couple of issues during this important
and interesting part of the debate, one of which is
carbon capture and storage. Given the direction of the
Government’s energy policy, clarity about the Green
investment bank is important. We have to raise many of
these questions because the Government’s real problem
when it comes to green and environmental issues is that
Departments do not work together, and at times do not
even talk to each other, so their approach is fragmented.
We saw that clearly in the build-up to Rio+20.

One opportunity might be found by connecting the
Green investment bank and transport policy. If we are
going to have low-emission zones, for example, can we
create jobs by retrofitting vehicles with devices that
reduce emissions? Departments must ask where
environmental policy is going in other Departments
and how they might create opportunities for growth
and jobs. The Green investment bank might be the
catalyst for that.

Julian Smith (Skipton and Ripon) (Con): Do not the
hon. Lady’s examples provide another good reason not
to dictate in the Bill the types of projects that the Green
investment bank should invest in? Is it not right to keep
that on a principles basis, as we discussed earlier?

Fiona O’Donnell: There is a danger that we might get
tied up in semantics. It is clear from the evidence
submitted by the Aldersgate Group and others that
they do not see that broad definition as a strength. They
think that it might look like a lack of commitment from
Government, and that it might not encourage investment
in the sector. There is room for confusion and muddying
of the waters. It is about joining up different Departments.

The Minister spoke about all decisions being based
on merit. Not only is there merit in the economy,
growth and job creation but there is social merit, which
must be one element of the Green investment bank’s
brief. The hon. Member for Warrington South did not
join me when the Scottish Affairs Committee travelled
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[Fiona O’Donnell ]

to the Western Isles, but we saw there the benefit—my
hon. Friend the Member for Hartlepool has mentioned
this—of community projects. We need local government
to work on providing more robust planning so that
communities feel empowered and part of that agenda.
Many coastal and island communities see tidal and
offshore wind as an opportunity to bring jobs, growth
and sustainability to their communities, and we need to
ensure that they have certainty about whether the Green
investment bank will be a route for them. Certainly on
the evidence we took in the Western Isles they are
finding it very difficult to secure finance for these kinds
of projects. It also means that the community gains,
because investment in those communities goes directly
back into them and sustains them in the long term.

4.15 pm

There are also issues about harbours and the Crown
Estate Commission and the Coastal Communities Fund.
How will all this work? There is an issue for community
groups in accessing funding, and whether or not they
have the human resources and legal advice—again matters
which my hon. Friends on the Front Bench have raised.
How is the Green investment bank going to empower
communities to access this? There was also a discussion
about science, technology, engineering and maths subjects
and whether we had the skills base. Is the Green investment
bank or anyone else talking to the Department for
Education about making sure we have the skills here,
also the Home Office? I know that in Queen Margaret
university in my constituency, many students who take
up STEM subjects are from overseas, who will not now
be able to remain in this country and work after graduation.
Of course we want to encourage our own students to
access this training if there are going to be opportunities,
but in the short term, for people investing in this country,
this can all create further uncertainty.

So I would certainly encourage the Minister to give
us more detail and look at the helpful couple of ladders
thrown his way by the amendments tabled by my colleagues
on the Front Bench. This is an opportunity, not to
narrow down this part of the Bill and take away the
flexibility, but to give a clear sense of direction and
clarity for investors out there and for communities.

The Minister of State, Department for Business, Innovation
and SKkills (Mr Mark Prisk): It is good to see you in your
chair again this afternoon, Mr Bayley. Everyone had a
refreshing break at lunchtime, buoyed by the news that
the Chancellor has announced that we are scrapping the
3p fuel duty rise. I am glad the Labour party supports
this measure.

Mr Iain Wright (Hartlepool) (Lab): Given the
Chancellor’s announcement in the House this afternoon,
where does that fit into the green purposes in clause 1?

Mr Prisk: It fits into the broad agenda of enterprise
and regulatory reform. It is a £500 million boost to
motorists and I know that Members will wish to applaud
that. Without wishing to stretch the Chairman’s concern,
quite rightly, let me return to focus on the clause. We
have had a useful couple of contributions. It was started
by the former Minister, who then became the veteran
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Minister, sufficiently senior that he started well, started
to ramble, then had to be asked to return to the subject
in hand. There we are. It is possibly what happens in
those circumstances.

Mr Wright: When you get to my age.

Mr Prisk: Indeed, and I think that is firmly on the
record. Let me turn to the issues in hand because a
number of important ones were raised. I start by saying
that the green purposes in clause 1 are deliberately
principles-based. As we have discussed earlier, the danger
is that if you do not do that, the debate about what is in
and what is out becomes almost impossible to resolve.
That is because—as we have discussed—there is no
universal consensus about the nature of what is green
and what is not. So I say to the hon. Gentleman that
our approach has always been principles-based. I also
say that perhaps he has confused the green purposes in
clause 1 with the initial priority sectors which we have
put into the separate documents for the bank for the
period to the end of March 2015. These are in the
framework document and relate to the five sectors that
he mentioned—offshore wind, domestic energy efficiency
including the green deal, non-domestic energy efficiency,
waste and energy from waste generation. Those are
priority sectors, they are not the exclusive and exhaustive
list in which the bank can invest.

As the framework document shows, the expectation
would be that, in the initial period to 2015, 80% of
investments made by the bank would be in those areas.
However, let me be clear: those are not the only sectors.
I have been asked about a number of issues, but let me
say that there is not an exclusive list. Equally, it has to
be right that Ministers do not seek to prejudge individual
investment decisions and that therefore the projects are
indeed—as the hon. Lady said—invested on the basis of
merit.

When we turn to the question of whether carbon
capture and storage is potentially an eligible sector, the
answer is that it could well be, because it ticks at least a
couple of the purposes. If T was asked whether it was
going to be front and centre over the next couple of
years, our estimation would be that it is unlikely that
large-scale commercial development will be forthcoming
over the next three to five years. If the question is would
CCS be part of the potential package that the banks
could invest in, the answer would be yes.

The hon. Member for Hartlepool went on to the
important question of electric vehicles and storage. The
answer to that would be similar; yes, it is a sector that
has the potential to be invested in. Again, [ am trying to
ensure that as a Minister, I do not get to the stage where,
because I am saying that this is something that should
be invested in, it is assumed that any project that falls
under that category is automatically appropriate for the
bank to invest in. It must be right for the bank directors.

The hon. Gentleman then went on to ask about steel,
particularly in the context of non-domestic energy efficiency.
As I have highlighted, non-domestic energy efficiency
and the technology around it is a priority sector between
now and 2015, so the ability of those energy-intensive
businesses in steel, for example, to be able to adjust to a
lower carbon environment is important and we would
expect to see that good projects that met the bank’s
criteria were considered by the bank’s directors.
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Mr Iain Wright: May I clarify what the Minister is
saying? With energy intensive industries, of which steel
is a very good example, the effects of some of the
measures that have been brought forward in other
Departments, such as the carbon floor price, could be
mitigated by investment through the Green investment
bank. Is that correct?

Mr Prisk: If they achieve an improvement in non-
domestic energy efficiency and if the bank thinks that
the individual investment before it meets the criteria it is
looking for, then yes, absolutely. The hon. Gentleman
will be aware that we have additional steps to help those
who are reliant on electricity as an energy intensive
industry. The package of some £250 million is already
in place, so the answer would be affirmative on that.

Andrew Bridgen (North West Leicestershire) (Con):
We have heard many suggestions of what the Green
investment bank could be used for, but may I suggest
that it should not be used as a replacement for conventional
bank lending? What steps will the Minister take to
ensure that the Green investment bank does not become
a replacement for conventional bank Ilending on
environmental projects?

Mr Prisk: The point, quite rightly, is that the bank
has to operate on fully commercial terms. The other
danger of displacement is one that we are alert to. The
purpose of this is to ensure that there is an increased
availability, particularly in the area of green technology.

The hon. Member for Hartlepool mentioned the
issue of forests. Again, potentially, the bank could
consider that, although there is not much evidence that
there is a restriction in private investment in this field,
but in the end it has to be a judgment for the bank. As 1
said earlier, the difficulty is that once we talk about a
sector or a general type of activity, there may be a
particular aspect of that that neatly fulfils the purpose
but there may be other projects that do not. That is why
it is wise for us to set the framework and the principles,
and let the individual technologies be judged on their
own merits. It is a similar issue for the trains. Clearly,
Network Rail is in a position to, and does, finance track
and infrastructure substantially. It could be the case
that rolling stock might be possible, but it comes back
to the question of whether a project would reduce
greenhouse gases and whether the bank thinks that an
individual investment programme is appropriate.

The hon. Gentleman raised an interesting question
on the issue of research and planning. The bank is
tasked not only with making investments but with
facilitating and encouraging investments. That gives it a
margin of discretion to invest in projects that it considers
will help facilitate investments with green purposes.

The hon. Gentleman mentioned the issue of skills. I
seem to recall that he gave us a short lecture on the
importance of skills and manufacturing, and he was
absolutely right, which is why we are establishing for the
first time in this country the new university technical
colleges and why we have substantially improved the
number of apprentices.

Mr Iain Wright: We did that.
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Mr Prisk: It is amazing how, out of government, they
are still doing things. It is dreadful when dementia gets
a hold. We could envisage that, as part of a broader
project, training might form an important element, but
the bank would have to decide. I am trying to clarify
where I can without determining individual investment
decisions in advance.

The question of the nuclear sector came up, and
rightly so. As we have said, the legislation does not
exclude sectors. The Government’s position on nuclear
power more broadly is clear. The agreement between
the coalition partners says that we can have nuclear
power plants as long as there is no public subsidy. That
means that the bank could make fully commercial
investments in nuclear, as long as it is not aid or
subsidies. It is not anticipated at this stage that the bank
will invest in nuclear in the short term, but that may
change. That will be down to the directors.

My hon. Friend the Member for Warrington South
raised excellent points on the supply chain. As long as
the bank invests commercially when it looks at the
supply chain behind nuclear technologies, it may be able
to invest in nuclear plants, which will then obviously
benefit companies such as Sheffield Forgemasters. That
is an important distinction. It is a shame that, having
been asked three times, we simply could not get anything
resembling a clear answer as to whether—

Fiona O’Donnell: Will the Minister give way?

Mr Prisk: I will be happy for the shadow Minister to
tell us whether the Labour party supports that point.

Mr Iain Wright: I am more than happy to intervene. I
think my hon. Friend and fellow shadow Minister has
made the position perfectly clear. There is an important
point that needs to be clarified, but the Minister is
skirting around it. He has mentioned on numerous
occasions—the last time, a moment or so ago—commercial
ventures. The Green investment bank will invest where
there is a commercial opportunity. How does that reconcile
with the point that we made earlier about new and
emerging technologies that may not be commercially
viable yet, but some degree of investment from the bank
would help to push them over the line? Will the Minister
clarify the position?

Mr Prisk: I will. The temptation is to say I will when I
hear a straight answer from the Labour party on its own
position, but I am happy to receive that hopefully some
time this year. If the hon. Gentleman looks at the green
purposes, he will see that one of the points of having,
for example, (€) or (c), is about the longer term question.
In other words, as I said earlier, there will be some
emerging technologies that act as a bridge, or enable
future opportunities to occur, which may not have an
immediate payback in a straightforward commercial
sense. The opportunity for the bank and directors to
consider that is left there. They have to judge sound
finances against green purposes, but it is likely that they
will be looking at some of those future emerging
technologies. I hope that we can get a clearer answer
from the Labour party in due course.

Fiona O’Donnell: Will the Minister give way?
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Mr Prisk: I am just going to proceed, if I may, with
the question asked by the hon. Member for Hartlepool
on environmental sustainability.

The United Nations has defined environmental
sustainability as the longer-term ability of natural and
environmental resources and ecosystem services to support
continued well-being. It is fair to say that that is broad,
and rightly so. It is important that the legislation is
broad enough—in a way, it comes back to the point that
we were just making about technological change—to
ensure that future green technologies that have not been
developed by our generation are able to be progressed.

Furthermore, such a purpose is a useful complement
to the other green purposes, because of the long-term
focus. It alludes to the point that the hon. Gentleman
just made about whether the bank will be able to look
beyond immediate returns. This is particularly likely
where there are more innovative technologies at the
demonstration phase, where a project may not achieve a
direct green impact in line with the other green purposes,
but may develop the capability and know-how to do so
in future. That again is where the use of paragraph (e)
allows the bank to consider something where, perhaps
in a more straightforward commercial sense, they may
take the view that the return is not immediate enough.

The statutory green purpose to promote environmental
sustainability will provide the longer-term benefit that
will help some of the emerging technologies to which
the hon. Gentleman referred.

Ian Murray: I am very grateful to the Minister for
giving way, because there seems to be a circular argument
going on. The Minister is saying quite clearly that the
provisions of the Bill will cover some of the emerging
technologies, but the Secretary of State has consistently
said that they have to be commercially viable. The
argument that Opposition Members are trying to express
is that commercial viability does not necessarily mean
that the bank will invest in the upcoming technologies
of the future, but that it will perhaps invest in existing
technologies. That is where the nuclear argument comes
in, as opposed to Pelamis, which does research and
development on wave and tidal technology in my own
city of Edinburgh.

4.30 pm

Mr Prisk: I do not think that is a problem; it is merely
a question of when the return comes. Most commercial
investors would look for a fairly immediate return. The
advantage of the bank, if it is to be a long-term enduring
institution, is that it can look to the longer term. The
benefit of the promotion of environment sustainability
is the long-term framework, rather than some of the
other elements in the clause.

Mr Iain Wright: Will the Minister give way?

Mr Prisk: I am very happy to give way if the Labour
party would just give me an answer as to whether it
agrees with us on the nuclear question.

Mr Wright: I reiterate that I think my hon. Friend the
Member for Edinburgh South made our position entirely
clear. On the important point made by my hon. Friend,
does the Minister agree with the submission from the
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Institute of Chartered Accountants in England and
Wales—an august and fantastic body, of which I am a
member:

“We are also concerned that without the right remit the Green
Investment Bank may have a tendency to fund investments which
are less risky. This would fail to address the issue of a lack of
funding for capital-intensive green technologies, particularly those
in their early stages, which are seen as too risky by existing banks
and investors™?

Mr Prisk: Well, I agree with the idea that if the bank
were to be wholly risk-averse, that would be a problem,
but I do not believe that that will be the outcome of the
combination of the legislation and the operational
independence undertaking. Certainly, in looking at how
such institutions have developed, the fact that we are
giving the bank the opportunity to be a genuinely
long-term enterprise will allow it to take a long-term
view. That is the challenge, because most people would
regard the question to be whether the commercial return
is immediate or is actually achieved in the long term.

The absence of any clarity from the Labour party on
that issue is a great shame, but there it is. The clause sets
out the broad green purposes that are designed to create
a long-term framework within which the bank can
operate as an enduring financial institution. On that
basis, I commend the clause.

Question put and agreed to.
Clause 1 accordingly ordered to stand part of the Bill.

Clause 2

DesigNaTION OF THE UK GREEN INVESTMENT BANK

Question proposed, That the clause stand part of the
Bill.

Mr Iain Wright: I was keen to catch your eye, Mr Bayley,
because we are now moving on fast.

The Chair: We certainly are.

Mr Wright: The clause sets out the two conditions
that must be met for the Secretary of State to be able to
designate the Green investment bank. Subsection (2)
gives the first condition, namely that the Secretary of
State must be satisfied that the Green investment bank’s
articles of association will ensure that it engages only in
activities that achieve one or more of the green purposes
set out in clause 1. Subsection (3) sets out the important
second condition that the Secretary of State must give
the Green investment bank an undertaking that it will
operate independently—the so-called operational
independence undertaking—to allow the directors to
carry out work and make investments without overt
interference from the Government. The Minister has so
far been relatively clear on that. Subsection (4) states
that such an order may not be made unless the Green
investment bank is wholly owned by the Crown. I hope
that you consider this an appropriate time to discuss the
ownership of the bank, Mr Bayley; I shall do that in a
moment.

The Government’s helpful document, “Update on
the Design of the Green Investment Bank™, which I
think was published in May 2011, states:

“The Department for Business, Innovation and Skills, via the
Shareholder Executive...will be the GIB’s sole shareholder.”
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That is straightforward but earlier, on page 21, the
Government state:

“The GIB will initially be owned by the Government and will
operate as a separate institutional unit at arm’s length and with
full operational independence.”

I want to focus on the word “initially”. In the context of
that document, and given subsection (4), is it the
Government’s intention to sell shares in the Green
investment bank, at any time? In what circumstances
would Crown ownership of the bank be diluted? I do
not want us to get ahead of ourselves, although we have
quickened the pace dramatically this afternoon, but
how does clause 2(4) reconcile with clause 4(1)? The
latter provision states that

“the Secretary of State may, with the consent of the Treasury, give
the UK Green Investment Bank financial assistance at any time
when”

this is the key point—

“the Crown’s shareholding in it is more than half of its issued
share capital.”

In addition—I do not wish you to rule me out of
order, Mr Bayley; I think that this point is relevant
here—clause 4(3)(d) states that financial assistance is
possible for
“the purchase of share capital of the Bank”.

Will the Minister, therefore, in his summing-up, say a
bit more about that, and explain the circumstances in
which shares in the Green investment bank will be sold?

Can the Minister explain the rationale behind clause 2(5)?
It states:

“An order under this section may not be amended or revoked.”

Presumably, such a prescriptive provision is included to
provide greater assurance that the Secretary of State, or
indeed Parliament, would not interfere or tinker with
the operational running of the Green investment bank,
but is the subsection wholly necessary, given what the
Minister has said? Does the provision need to be in
the Bill, given that clause 3(1) covers the process for the
alteration of the bank’s objects?

The Opposition have not tabled an amendment to
subsection (6), which is on the power in subsection (1)
being subject to a negative resolution of Parliament,
largely because we wish to progress as fast as we can, on
what we consider to be a large, disparate and rag-tag
Bill. However, in the interests of ensuring the best
possible parliamentary scrutiny, we would prefer that
the power were subject to the affirmative procedure. If
necessary, we will ensure that such an amendment is
tabled on Report, but I sincerely hope that it will not
come to that.

On that basis, will the Minister state why subsection (6)
makes the power subject to the negative procedure, and
whether he would be willing, during the passage of the
Bill, to change that, to ensure that the provision could
be subject to affirmative resolution? That would also
apply some consistency with clause 3(4), which warrants—
welcome news that this is—the use of the affirmative
procedure.

Fiona O’Donnell: T apologise to my hon. Friend for
taking him so far back in his contribution, but on share
ownership, does he agree that the Minister should make
it clear whether shareholders could be foreign investors
or individuals, or whether they would have to be either
individuals resident in this country or companies registered
here?
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Mr Wright: That is an interesting and important
point, and I hope that the Minister is able to address it.

I said in my opening remarks that I would be interested
in the latest statement on and status of the treatment of
the Green investment bank in the national accounts. |
recall the terror that I held as a former—that word
again—Housing Minister, when the Office for National
Statistics was contemplating changing the status of
registered social landlords. That is the only time I had a
sleepless night as a Minister. I vividly recall that the
amount of Government control is the key test that the
ONS employs, and the same applies with the Green
investment bank.

The ONS will consider such factors as the appointment
of directors, who determines the organisation’s strategic
direction, the independence of the board, and sources
of funding, and on all those criteria it seems fairly clear
that the Green investment bank is a public sector institution.
Can the Minister confirm that that is the case for the
purpose of the national accounts? The fact, for example,
that the directors’ ability to manage the company is
somewhat more restricted than in other companies,
through the shareholder relationship framework document,
is, I think, confirmation. We will come on to this under
clause 4, but does that not really restrict the ability of
the Green investment bank to grow? Does it not show
the Treasury’s control, and its unwillingness to cede that
control? The bank’s balance sheet would always remain
small, and the bank would not have the transformational
effect that we need.

The Environmental Audit Committee recommended
that the Government actively seek advice from the
ONS on choosing the best model. What dialogue has
there been between the Minister, his departmental
officials and the ONS in relation to the Green investment
bank?

I hope that the Minister will be able to answer those
questions satisfactorily. This is an important clause and
I look forward to hearing his response.

Mr Prisk: This is, indeed, an important clause, which,
in a way, helps to unlock some of the later clauses. I will
explain the clause in detail and respond to the points
raised by the hon. Gentleman.

The purpose of the clause is, as the hon. Gentleman
has suggested, to ensure that the two key governance
constraints are imposed on the bank in a way that is
consistent with its status, which, as we have already
learned, is that of a Companies Act company. Once
those two conditions have been met, the Secretary of
State may designate the bank by order. Designation will
trigger the application of clauses 3 to 6, including the
power in clause 4, which I am sure we will get to at some
stage, for the Government to then fund the bank over
the long term.

The first condition required for designation is that
the Secretary of State should be satisfied that the bank’s
statement of objects in its articles of association is
drafted in terms that will ensure that the bank engages
only in activities that contribute to the statutory green
purposes that we examined carefully when debating
clause 1. As is usually the case with a Companies Act
company, the bank’s statement of objects frames the
duties of the bank’s directors.
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The second condition is that the Secretary of State
has laid a copy before Parliament of his operational
independence undertaking to the bank. Once the Secretary
of State has made the designation, the order can be
amended or revoked. The hon. Gentleman raised reasonable
questions about that and I will address them specifically
later.

I will address individual subsections of the clause,
because the hon. Gentleman has raised specific points.
Subsection (1) is designed to ensure that the proposed
legislation introduces constraints on the governance of
the bank. The bank was formed as a company because
of its status as a Companies Act company with an
independent board—that is an important point to bear
in mind. That will ensure that the bank can operate
commercially in the market at arm’s length from
Government. That is a balance that we need to strike.

It is important that the institution should be viewed
as market-based and commercial, in order to command
the credibility of the markets in which it operates.
Furthermore, the Companies Act structure is appropriate
for the institution because its objective is by means of a
demonstration effect to galvanise and, in some cases, to
unlock private sector investment in the green economy.

In addition, the Companies Act structure is flexible
and allows us to move more quickly to establish the
bank. The recently appointed directors—the chair, Lord
Smith, and the deputy chair, Sir Adrian Montague—are,
therefore, already able to begin considerable work in
building the bank’s operational capability in readiness
for state aid approval. It is imperative that the legislative
proposals for the bank do not depart widely from or, for
that matter, conflict with its status as a Companies Act
company. The effect of subsection (1) is that the bank’s
directors, as well as the investors in the wider public,
will have full clarity with respect to the bank’s legal
framework, governance and obligations. Despite additional
constraints imposed by the proposed legislation, the
bank’s constitutional documents and company law will
provide the reference point against which its powers and
duties can be defined.

I will come in a moment to the question of the sale of
shares and ownership—those two things go together—but
first I will touch briefly on subsection (2), which will
lead me to the point that I want to make. The subsection
requires that the Secretary of State is satisfied that the
Bank’s statement of objects is drafted in terms that will
ensure that it engages only in activities that contribute
to achieving one or more of the purposes in clause 1. I
referred earlier to the bank’s statement of objects, which
we have discussed. The statement of objects echoes the
language of the green purposes and provides a constitutional
limitation on the purpose and the range of the company’s
activities, which its directors are obliged to respect.

Subsection (2) should be read—1I think that the hon.
Gentleman made this point—alongside clause 3 to
appreciate the full effect. Clause 3 prevents the bank
from changing the statement of objects. Changes to the
objects are only possible either when they are ordered
by a court or when approved by the Secretary of State
by means of an order—in this case, one that is adopted
via an affirmative resolution of Parliament. Any changes
to the bank’s statement of objects approved by the
Secretary of State must remain consistent with one or
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more of the green purposes. The fact that the approval
of the Secretary of State will be achieved via an affirmative
resolution of Parliament will set a much higher level of
scrutiny in relation to any proposed changes.

4.45 pm

Clauses 2 and 3 ensure that the bank will remain
permanently bound to its green mission. That is the
governance element, and in some ways it would have
been helpful if we had debated that before we got to the
green purposes. However, people can now see the green
purposes and the Government’s arrangements.

The question of ownership is important. The hon.
Gentleman asked in what circumstances we would envisage
the sale of shares. We have no plans to sell the Green
investment bank—neither under this Government nor
during this Parliament. Clearly, we cannot tie the hands
of future Governments or Parliaments, but in answer to
the hon. Gentleman’s question about the circumstances
in which we would envisage such a sale, as the current
Government, we do not envisage such circumstances.

We need to establish the bank to leverage private
investment into the green sector—enabling private capital
in the shareholding of the company would be the ultimate
success in this mission. In the longer term, therefore, the
legislation is designed to enable the opportunity for the
injection of private capital. People will recognise that
that possibility is important.

The hon. Gentleman asked an important question
about subsection (4). I will save the Committee the joy
of subsection (3) in detail, but subsection (4) states that
an order can only be made under it if

“the UK Green Investment Bank is wholly owned by the Crown.”

That effectively precludes private sector entities from
contending that they qualify for designation. This clause
is principally about where we are now, and how we
initially designate the bank. In that context, it is not
about future designations; it is about managing the
establishment of the institution. Subsection (4) guards
against suddenly confronting the danger of a private
entity seeking that designation.

On subsection (5), I was asked specifically about an
order not being able to be amended or revoked. We
believe that permitting revoke of the designation would
be inconsistent with our stated aim of creating an
enduring institution. It was quite clear from different
discussions with many people in the financial and
environment markets that the ability to revoke—effectively
to shut the operation—would leave a large question
mark in people’s minds about the long term of the
institution. We felt that it was right to make the clear
statement that the intention of the legislation, of the
Government and, I assume, the Labour party—certainly
given its public statements—is that the UK Green
investment bank should be an enduring institution.
That is the thinking behind the subsection.

On subsection (6), the hon. Gentleman asked about
scrutiny. The subsection determines that the Secretary
of State’s ability to designate the bank by order should
be subject to negative resolution of Parliament. Today
we are debating this particular designation, and rightly
so, and that will be the case when the Bill goes to the
other place, and throughout its passage. Because the
clause is currently being scrutinised, we felt that the idea
that we should then have an additional and affirmative
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resolution for an order that we have already discussed in
detail was unnecessary. If it were the view of both
Houses that that was not the case, I would be quite
willing to reflect upon that. I am not going to make a
commitment at this stage, but how does the hon. Gentleman
think that an additional affirmative discussion—a further
Committee—in both Houses would add to the scrutiny
that we can achieve today?

Mr Iain Wright: My general principle, and I think
that the Minister would share my thoughts on this, is
that any way in which Parliament can actively and
positively scrutinise proposed changes from the Executive
is a good thing. As I said about clause 3, a degree of
consistency would be helpful. I just wonder whether, in
his helpful remarks, the Minister would reflect on the
possibility of introducing measures to improve the scrutiny
exercised by this place and the other place, and the
consistency in the clauses.

Mr Prisk: I certainly will reflect upon that. I need to
consult my colleagues and discuss that. My instinct at
the moment and from what has been said is that our
procedure in the Bill is correct, and the hon. Gentleman
has not tabled an amendment, but I will reflect on the
matter. The steel hand is still in the velvet glove, but we
may take that glove off. We may decide that it is a glove
in its own right but, to use the hon. Gentleman’s metaphor,
I will have a reflection. I take the point, and I will reflect
on whether it is necessary. I certainly want to ensure
that Parliament’s ability to scrutinise what we are doing
is thorough, but I want to make sure that I have not
misunderstood, or failed to take into account any practical
issues around ensuring that we get the bank up and
running. That is my priority. I will definitely consider
the point.

Clause 2 ensures that legislation applies to the bank
in a way that is consistent with its status as a Companies
Act company. We believe that the flexibility of the
commercial structure, as set out in the clause and to a
degree in clauses 3 and 4, will help to create the market
confidence and, in conjunction with the statutory green
purpose and the undertaking of operational independence,
will enable the Green investment bank to fulfil its role
as an enduring financial institution.

Mr Iain Wright: May I press the Minister on the
point about discussions with the ONS? Given my advancing
years, | may have missed it, and I apologise for that. I
want to know about the status of the Green investment
bank within the national accounts, and whether discussions
have taken place between officials in his Department
and the ONS. As [ said in my opening remarks, it seems
that in respect of the appointment of directors, setting
up the strategic direction, and the provision of capital,
this is very much a public sector institution. Will the
Minister elaborate on that?

Mr Prisk: I am happy to elaborate on that point. We
were getting so excited by the negative and affirmative
resolutions that I may have slipped past the point, so I
am grateful to the hon. Gentleman for the opportunity
to put the position on the record.

The current position is that the bank is a Government—
owned body, and is likely to be designated a non-
departmental public body, but the future position is
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that the ONS is prepared to consider, and we are
discussing, whether it might classify the bank as a
public financial corporation if it is able to raise finance
commercially. We wanted to get the thing up and running,
and then to discuss this. I certainly take the hon.
Gentleman’s point. That is the current position, and the
future position is still being discussed.

Question put and agreed to.
Clause 2 accordingly ordered to stand part of the Bill.

Clause 3

ALTERATION OF THE OBJECTS OF THE UK GREEN
INVESTMENT BANK

Question proposed, That the clause stand part of the
Bill.

Mr Iain Wright: We are now whizzing through the
Bill at a fair old speed, and I hope that that is energy-
efficient. Clause 3 sets out that the Green investment
bank cannot amend the statement of objectives in its
articles of association unless one of two things occurs.
Under subsection (1)(b) the alteration may be undertaken
by the Secretary of State, but subsection (1)(a) states
that the objects cannot be altered unless
“the alteration is made to give effect to an order of a court or
other authority having power to alter the Bank’s articles of
association, or
(b) the making of the alteration has been approved by the
Secretary of State by order under this section.”

I am intrigued by subsection (1)(a). Can the Minister
give an example of what might constitute the courts or
other relevant authority exercising such a power? Is
there a precedent for that in other comparable organisations?
Forgive my ignorance, which is general lack of knowledge,
but can the Minister outline when that has happened?
Will he also define and specify the other authorities as
outlined in subsection (1)(a)? Again, it may be my
reading of the legislation, which I am sure is my failing,
given my advancing years, and I am sorry for taking up
the Committee’s time, but I think it is time we slowed
down somewhat, given our dizzying pace and progress.
I am unclear about the precedent. As far as I can see,
subsection (1)(a) has equal status with subsection (1)(b)
as there is no relationship between the two subsections.
They are linked not by the word “and”, for example, but
by the word “or”.

Subsection (2) states that the order under this section
cannot be made unless the

“the condition in subsection (3) is met.”

Subsection (3), in turn, states that the Secretary of State
must be satisfied that the objects of the Green investment
bank remain consistent with the green purposes set out
in clause 1. Is my understanding and reading of the
legislation the correct interpretation? I am keen for the
Minister to answer this direct question: what happens in
the event of the Secretary of State not agreeing with the
decision of the courts or other authority, as per subsection
(1)(a)? In those circumstances, would the Secretary of
State’s motion to Parliament via the statutory instrument
recommend that both Houses disagree with the court or
other authority? For my benefit, rather than for the
benefit of the rest of the Committee, it would be helpful
to understand the linkages and priorities contained in
the clause. Therefore, if the Minister can provide further
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clarity and possibly provide further examples, that would
be very helpful to my understanding of the clause.

Mr Prisk: Clause 3, as the hon. Gentleman suggests,
prohibits the GIB from altering

“its objects in its articles of association”,

subject to two exceptions, which are set out in subsections
1(a) and 1(b). Subsection 1(a) simply acknowledges that
the jurisdiction of the court cannot be ousted. The hon.
Gentleman asked for a particular example of that instance.
It may well be that, perhaps on a technical matter, the
court may find that the bank’s objects do not comply
with community law. That is a possibility; it is a good
example of that description.

Similarly the hon. Gentleman asked about the possible
clash. The court’s decision could override the Secretary
of State’s approval on the grounds of European law.
That has supremacy, as we know; that is established,
and it is the existing position.

The key exception is set out in subsection (1)(b),
which gives the bank some flexibility to make changes
to its statement of objects in the future, as long as they
are
“approved by the Secretary of State”.

The order is subject to the consent of both Houses of
Parliament. Without that subsection, the bank would
never be able to propose changes to its current statement
of objects. Therefore, the flexibility for the bank is
carefully balanced with a need to ensure that its activities
will not go beyond the green purposes set out in clause
1, which we discussed earlier.

The hon. Gentleman touched on the issue of subsection
(3), which ensures the Secretary of State’s approval of
the bank’s proposed changes is conditional on the Secretary
of State being satisfied that the terms of the clause, as
amended, will ensure that the bank only engages in
activities that
“contribute to the achievement of one or more of the green
purposes”
that are set out in clause 1. That means that even if the
Government dispose of some or all of their shareholding
in the bank, a future majority shareholder cannot approve
a change to the bank’s statement of objects to allow it
to invest in activities that are not green.

We consider that it is vital that the UK Green investment
bank always remains a green institution. Clearly it
would be contrary to the coalition commitment and to
the principle that we have established that the Green
investment bank might one day deviate from that green
mandate; I think that we have touched on that issue in
earlier debates.

On that basis, I am happy to commend the clause to
the Committee.

Question put and agreed to.
Clause 3 accordingly ordered to stand part of the Bill.

Clause 4

Tue UK GREEN INVESTMENT BANK: FINANCIAL
ASSISTANCE

Mr Iain Wright: 1 beg to move amendment 6, in
clause 4, page 3, line 19, at end add—
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‘(7) The Secretary of State shall provide the European
Commission with notification in accordance with state aid
procedures that it is the intention of the Secretary of State to
allow the UK Green Investment Bank to borrow from the capital
markets.

(8) The duty in subsection (7) must be fulfilled no later than 30
June 2013.

(9) It is the duty of HM Treasury to permit the UK Green
Investment Bank to begin borrowing from the capital markets no
later than 31 December 2013, or one month following state aid
approval having been received, whichever is the earliest.’.

This is a very important amendment, Mr Bayley, so [
hope that you will allow me a little time to set out the
context in which we would like to see the UK Green
investment bank have the power to borrow somewhat
earlier than the Government currently anticipate.

My hon. Friends and I think—and we are not the
only ones who think this—the ability to borrow is
fundamental to allow the GIB to achieve the ambitions
that I think we all share for it. Borrowing is essential for
it to be able to leverage the necessary scale of finance
from the private markets. It would be unreasonable to
expect that the state and public money could solely
provide the finance to help achieve all that we want to
achieve in the transition to a new low-carbon economy.

I have just mentioned the word “scale”, and it is very
clear that the scale of the economic challenge and the
scale of the potential and opportunities are really immense,
if not unprecedented. In giving evidence last week,
Sarah Veale of the TUC said that it is estimated that we
will require something in the region of £200 billion in
the run-up to 2020, which is only eight years away, to
ensure that we can meet the environmental and climate
change targets set in current legislation and decarbonise
the British economy. And crucially—given that we are
discussing an enterprise Bill, which is supposed to be
concentrated on enterprise and on improving Britain’s
competitiveness and prospects for economic growth—that
investment could help us to ensure that this country’s
comparative advantage in some green industries is
maintained, enhanced or developed.

5 pm

Ernst and Young, in its October 2010 report “Capitalising
the Green Investment Bank” states that the total funding
required for the UK to implement its low-carbon agenda
is estimated to be approximately £450 billion up to
2025. The report also states that “traditional sources of
capital” are calculated to provide only £50 billion to
£80 billion over the same period, meaning that there is a
funding gap for decarbonising the economy of
approximately £360 billion.

The scale of the resources that are needed is vast, but
equally, the opportunities for the British economy and
for British industry are also huge. The global low-carbon
energy market could be worth an estimated $2.2 trillion
by 2020.

Other countries have grasped the huge opportunities.
China’s 12th five-year plan, approved last year, identifies
seven so-called strategic emerging industries, of which
at least three are concerned with energy, sustainability
and the move to a green and low-carbon economy.
Those three strategic emerging industries are: new energy,
including nuclear, wind and solar; clean-energy vehicles;
and energy conservation and environmental protection,
which includes carbon-emission reduction targets. Beijing
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has pledged to prioritise the emergence and development
of those strategic emerging industries over the lifetime
of the five-year plan through the aid of tax breaks and
beneficial procurement policies, which sounds familiar.

China is pushing to increase the proportion of its
energy needs provided by non-fossil fuels to 15% by
2020. Let us put that investment into perspective. As
part of its 12th five-year plan, China expects to invest
some 3 trillion yuan, which is equivalent, on today’s
currency valuations, to £303 billion, in energy, environmental
protection and clean energy protection in the next three
years alone. Given that the Green investment bank
might have £3 billion over the lifetime of this Parliament,
which I will come on to in a moment, the Government
are putting forward less than 1% of the money that the
Chinese authorities are providing.

Julian Smith: The hon. Gentleman makes a strong
argument, but from where does he plan to get that
additional money? If, as he argued earlier, this is beyond
the Government’s balance sheet, how will that affect the
perilous and appalling financial position that we are in?

Mr Wright: I am keen to set out closely what I have
been saying from the start. There are huge challenges to
decarbonising the economy, and there are huge
opportunities if we can ensure that British firms are at
the forefront of this. If the hon. Gentleman can be
slightly more patient, I will come on to the concerns
that he has raised.

Last year, for the first time, India invested more in
clean energy than the UK. Last week the Committee
heard that KfW in Germany distributes some €25 billion
each year to clean technology projects. KfW is able to
do that by raising 90% of its funds from the capital
markets, with the remaining 10% coming from the
Federal Government. Crucially, the British Government
are preventing the bank from borrowing, which would
allow additional private sector money to be leveraged
into investment in the green economy.

In the United States, the green stimulus undertaken
as part of the American Recovery and Reinvestment
Act of 2009 resulted in additional jobs and innovation
benefits. In the UK, the evidence suggests that the
transition to a low-carbon economy could generate
employment and economic benefits.

Andrew Bridgen: Will the shadow Minister give way?

Mr Wright: Let me finish my point.

The Renewable Energy Association and Innovas estimate
that there were some 110,000 jobs in the renewable
sector last year, but that could rise to 400,000 jobs by
2020 with the right combination of economic stimulus
and policy framework. There are huge opportunities.
Does the hon. Member for North West Leicestershire
agree that we need to embrace those opportunities as
quickly as possible?

Andrew Bridgen: Does the shadow Minister not agree
that the Green investment bank is a new entity? It is a
new project and its board of directors has not yet been
appointed. Would it not be prudent, in the words of one
of his previous leaders, to see how this new entity
performs before we throw huge amounts of extra money
at it, or it is allowed to borrow more money?
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Mr Wright: If the hon. Gentleman looks at the
specifics of the amendment and the timetable envisaged,
he will notice that we thought long and hard about that.
I shall come on to that in a moment.

The transition to a low-carbon economy is one of
immense capital intensity. It demands high up-front
costs, then the payment of dividends over perhaps a
much longer term than has been seen in business models
over the past century or so. That is a challenge for
markets which focus on performance over shorter time
frames, and to be fair to the Minister, he acknowledged
this most eloquently in some of his considerations
today. However, I am hugely concerned—Ilet us get back
to the very basics of an enterprise Bill— that the
significant competitive advantage that the UK enjoys in
the low-carbon economy will be lost due to the absence
of available capital. Nick Mabey, in giving evidence to
us last week, went even further, and he stated bluntly:

“The UK is behind the curve...in terms of delivering the
machinery to deliver investment, it is behind everywhere else we
work—pretty much western Europe. That is where we are. This
makes up for the fact that we do not have a development bank to
help the process, unlike the Germans, the French and the Dutch”.—
—{Official Report, Enterprise and Regulatory Reform Public Bill
Committee, 21 June 2012; ¢. 177, Q266.]

Mr Cherry from the Federation of Small Businesses
told the Committee in quite explicit terms:

“The problem we have with this is, first, we have reservations
about whether there is enough money to support the Green
investment bank going forward, and we think that a lot more
money probably needs to go into it to ensure that it works

comprehensively”.—[Official Report, Enterprise and Regulatory
Reform Public Bill Committee, 19 June 2012; c. 15, Q39.]

Neil Carmichael (Stroud) (Con): rose—

Mr Wright: The hon. Gentleman is a proud supporter
of manufacturing across the UK. He will agree with the
concerns that have been raised by industry.

Neil Carmichael: With that introduction, I have to
stand up. Thank you, Mr Bayley, for allowing me to
speak.

The Chair: No, the hon. Gentleman is allowed to
intervene.

Neil Carmichael: Yes, indeed. Is it not possible that
someone wanting more money than the Green investment
bank could give under the terms currently stipulated
could go to the capital markets themselves for a top-up
without giving the Green investment bank, at this point,
the additional burden of debt, which the Government
are anxious to avoid until we have cleared our deficit?

Mr Wright: Absolutely, but it prompts the question,
what on earth is the Green investment bank for? Presumably
one thing is that it is trying to correct market failures.
There are huge opportunities, but the capital markets,
for a variety of reasons—not least, the business model |
mentioned, high up-front capital costs, a low pay-back
time in terms of many years—need policy certainty.
That is the whole raison d’étre of the Green investment
bank, as far as I understand it, and we need that
kick-start to ensure that we can get more money put in
to what is a fantastic opportunity for the UK economy.
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[Interruption. ] The hon. Gentleman seems anxious to
get back on his feet. Does he agree with me? Because if
they can just go to the capital markets now, why are we
debating this? What on earth is the point of the Green
investment bank?

Neil Carmichael: I think that we heard evidence earlier
in this process which proves that very point—the Green
investment bank will be able to take on some of the
bigger risks—and that is right, because we heard from
one or two experts that that is what they thought the
Green investment bank would and should do. It will be
a catalyst for the kind of investment that we need to see,
but it cannot necessarily spend the whole £200 billion
which the hon. Gentleman set out in his earlier remarks.
That is simply not possible, even if it could leverage in
money before he wants it to. The Government are right,
I am sure he will agree, to be cautious—since we have
already agreed that they are essentially the owners of
the bank—about putting themselves at greater risk than
necessary until we sort out the deficit.

Mr Wright: Well, let’s not call it a bank, then. Let’s
call it what it actually is at present: a fund. A bank has
the ability to borrow. This will not have the ability to
borrow, so it is not a bank. I am more than happy to call
it the Green investment fund, and I welcome the £3 billion
that will be available over the lifetime of this Parliament,
but we will miss a huge opportunity for the British
economy. If we think about the sectors in which Britain
could lead the world in 2020, 2030 or 2050, the low-carbon
economy is one of them. At the moment, we have a
huge competitive advantage, but as a result of the
undercapitalisation of the fund, we are missing a trick.
That is the point that the amendment is trying to
address.

The hon. Gentleman rightly said, “If somebody’s got
a good idea for a somewhat risky innovative product,
why doesn’t it just go to the capital market?” It is true.
Pension funds have hundreds of billions of pounds that
can be invested. They are currently invested more or less
in gilts, which provide a low return or even, with high
inflation and low interest rates, negative returns. In
those circumstances, green or low-carbon investment
could offer an attractive alternative, but what it needs is
policy certainty and a kick-start from Government.

I suggest that the private sector is seeing record low
levels of business investment, and it is forecast to stay
low. I also suggest to the Minister that the Government’s
macro-economic policy is making matters much worse
by removing demand from the economy with an emphasis
on deficit reduction and austerity. Businesses are postponing
investment, banks are restricting credit and households
are cutting spending. The economic policy pursued by
the Government is threatening to prolong the recession.
I know that you ruled me slightly out of order this
morning, Mr Bayley, but the publication today of the
fact that the Government borrowed £17.9 billion in
May compared with £15.2 billion the previous year
shows the failures of the current economic policy.

In normal circumstances, if the economy were operating
at capacity, there would be a risk that green jobs could
replace other jobs and green investment might crowd
out other investment, but in the current phase of the
economic cycle, when resources throughout the economy—
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households, business investment, consumer spending—are
underemployed, any investment in green technologies
could provide additional help to correct the balance.
There is no danger in those circumstances of crowding
out alternative investment or displacing jobs elsewhere
in the economy.

Fiona O’Donnell: Does my hon. Friend think that
part of the issue is that at least one half of the coalition
Government is averse to intervening in the markets? We
have seen proof in the Government’s incentivisation of
the film industry. They took a long time to change their
mind about the computer games industry, but if we
want growth, Government—the state—must intervene
in the markets.

Mr Wright: My hon. Friend makes an incredibly
pertinent point. Good, effective, successful modern
economies such as Switzerland, Singapore or Sweden
have active Governments who work side by side with
productive businesses. In many ways, Government can
help set the markets by incentivising or kick-starting
them. There is an opportunity to do so here, but we
seem to be missing a trick.

It is a matter of urgency. As I said, there are huge
opportunities, but if we delay, it will be much more
expensive in the long run. The International Energy
Agency has stated that every $1 not invested today will
cost an additional $4.30 after 2020. It will cost the
economy a huge amount if we do not grasp the opportunity
now. I have read the coalition agreement—and kept
awake—which states that
“the Government expects green growth to be a major future
driver”
of a rebalanced economy. We agree. Green investment is
part of the solution to economic recovery, not part of
the problem. We need to get it up and running as soon
as possible.

Nick Mabey said to the Committee last week:
“The Green investment bank is sized well below its potential”.

That will reduce its ability to innovate in the markets
and in the creation of new products. David Powell from
Friends of the Earth summed it up best when he said in
his evidence to us last Thursday:

“The bank could and should be the engine of the green
economic recovery. It could and should be a conduit for the
investment that is looking for a home to find the green investment
in the billions that we need. The way it is currently envisaged,
there is too much risk that it will not be the engine that it needs to
be, and we are very concerned about that.” —[Official Report,
Enterprise and Regulatory Reform Public Bill Committee, 21 June
2012; ¢. 112-113, Q254.]

5.15 pm

There is a huge opportunity for the Green investment
bank to act as an effective bridge between traditional
capital and what is required for funding innovative
products. The Minister included that point in his remarks.
However, I am not certain that the current capital
arrangements allow it to be such a bridge. The Green
investment bank has a budget of £3 billion, I think,
although I will question the Minister on that in a
clause stand part debate, if I can, and although that
is welcome, the Government must acknowledge that
the bank is not a big player. As a result, when it comes
to getting a place in the global low-carbon economy,
Britain will underachieve. Our competitive advantage is
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in danger of being undermined unless we act now,
boldly. There is a need to leverage extra resources from
the capital markets.

David Mowat: Will the hon. Gentleman give way?

Mr Wright: Before I go on to the Liberal Democrat
manifesto, I am more than happy to give way.

David Mowat: The hon. Gentleman is a better man
than T am. I was interested in his comments on
underachievement and our leadership position. In 2010,
we were 25th of 27 countries in the EU, in terms of
take-up of renewable energy. The only two who came
lower down were Malta and Cyprus. We need the Green
investment bank to get us further up that league table.
However, it is wrong to pretend that we are in a massively
brilliant position thanks to how we were left in 2010. I
repeat that we were 25th out of the 27 countries in the
EU. That is not a great legacy.

Mr Wright: 1 will defer the delights of the Liberal
Democrat manifesto 2010 for a moment. I will respond
to the hon. Gentleman’s intervention, which was correct
and appropriate. We are slipping down the league tables
and have done so quite alarmingly over the past two
years. According to the Pew Environment Group, when
Labour left office in 2010, the UK was ranked third in
the world for investment in clean technologies. Where
are we now? We are seventh. In addition, in 2011 the
UK did not make the top 10 lists for annual clean
energy capacity installations or five-year growth in renewable
energy.

The Pew report warns that the Government must end
the mixed messages on clean energy:

“To maintain growth, the UK must provide consistent, long-term
market signals that provide certainty to investors.”

We agree with that; does the hon. Gentleman?

David Mowat: I do. My point was that, if we were
going through the catalogue of achievement, in 2010 we
were 25th out of 27, notwithstanding the points that
have been made. All I am saying is that the Green
investment bank as designed is part of a project to catch
up on that position. The hon. Gentleman talks about
slipping down the league table; we have only Cyprus
and Malta to go. Let us be clear about where we are
starting from.

Mr Wright: The point I am trying to make is that we
do have a competitive advantage in a number of sectors
in the green economy. We need to take advantage of
that. Other nations realise that the green economy is a
driver for economic growth. There needs to be a greater
sense of urgency. I want to work closely with the
Minister on this. There is a window of opportunity that
is closing faster than the Committee is considering the
clauses of the Bill. We need to act fast and boldly,
because our successors will think about the subject,
debate it in the House in 2020 or 2030, and say, as we
did in the 1980s in relation to onshore wind technology,
“We were market leaders in this, but lack of Government
support meant that we slipped behind other nations,
and the likes of Germany and Denmark are taking our
place.” That should not be allowed to happen. We
should ensure that we are at the forefront of the global
green industrial revolution.

26 JUNE 2012
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Chris Ruane (Vale of Clwyd) (Lab): Why and how is
it that the Government claim to be the greenest Government
ever? Does my hon. Friend agree that if we believed
that, we would be the greenest Opposition ever?

Mr Wright: That is a good point. I do not think that
we are as naive as that. The Minister will correct me if I
am wrong, and I do not want to mislead the Committee,
but it is interesting that, in the two years or so that the
Prime Minister has been in office, he has not made a
single speech about the environment. I think that that is
correct. I know that the Committee is anxious to hear
about the Lib Dem manifesto. Is the Minister keen to
talk about it? If so, I am more than happy to give way.

Neil Carmichael: I am not the Minister, and that is
not a document that I know as well as others do, but
does the shadow Minister agree that the fact that we are
introducing the Green investment bank is a signal of
our commitment to being green? What about the green
deal, which is another huge step in the right direction of
greening the environment? Various other measures that
we have taken include the Energy Act 2011. Does he
agree that they are joined-up, consistent and emblematic
of a green Government?

Mr Wright: I like the hon. Gentleman, who almost
said that with a straight face, but he knows that there is
a lack of joined-up thinking on the matter. Energy
policy and the links with business have been an absolute
mess. I cite as an example the feed-in tariffs decision,
with no consultation with industry. The Government
provided no certainty and no ability for industry to
adapt to the changes. It means that that capacity has
been lost, in some cases for ever. We need to move away
from that, and provide long-term certainty now. He
mentioned the Green investment bank. We have made it
clear that we support the principle. We want the bank to
work, and to ensure that it is in the markets, intervening
for the British economy, but the policy needs to go a
little further, a little faster, so that that can happen.

The Chair: Order. Before we proceed, I remind colleagues
that we are discussing the Green investment bank. It is
relevant to discuss intentions in any of the parties’
manifestos to promote green investment, but doing so
as widely as we have done in the past few minutes goes a
wee bit too wide.

Mr Wright: I take your guidance as gospel, Mr Bayley.

Ian Murray: I think that we are getting to the nub of
the initial clauses. The Queen’s Speech was supposed to
herald a new era of growth in this country, and this was
meant to be the pinnacle Bill. If the Government had
said from the outset that the Green investment bank
would be a proper bank, able to borrow, would not that
have showed commitment to an era of growth?

Mr Wright: Absolutely. I fully agree with my hon.
Friend.

Julian Smith: Will the hon. Gentleman give way?
Mr Wright: Yes. Hon. Members seem to want to put

off my comments on the Lib Dem manifesto. I thought
that the hon. Gentleman might be particularly keen to
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hear them, given that the Lib Dems and his party are
close partners in government. However, I am more than
happy to take an intervention.

Julian Smith: T am just checking at what point in his
speech the hon. Gentleman intends to deal with the
questions that I asked at the start. The amendment
proposes more borrowing for our country, and we cannot
afford it. Will he address that? If so, at what point in his
speech?

Mr Wright: As I mentioned in the context of some of
the investments that the Green investment bank needs
to make, the hon. Gentleman must be a little more
patient before he receives payback. I am more than
happy to give way to him again if he will condemn the
Chancellor for ensuring that we had additional borrowing
last month as a result of the Government’s failed economic
policies. He does not seem to want to intervene.

We now come to the Lib Dem election manifesto.
[Hon. MEewMmBERs: “Hear, hear!”] That must be first time
that it has ever been cheered. However, this is a serious
point. The party pledged to set up a United Kingdom
infrastructure bank to use public money to attract
up-front private investment. The manifesto states:

“Start with government seed funding which it”—
the proposed UK infrastructure bank
“can use as a capital base to borrow against.”

There is scope to adopt the same principle with the
Green investment bank now. We are keen to help the
Liberal Democrats achieve their ambition. We could be
supportive of the Lib Dems—that is not a statement I
make every day. I hope that the Minister will say how he
is helping to ensure that his close partners in government