DRAFT


ENVIRONMENTAL INNOVATIONS ADVISORY GROUP

OUR VISION
We want the UK to lead the world in turning new ideas and emerging technologies into profitable businesses in the high growth markets for environmental solutions.

Fulfilling this ambition will create jobs and wealth while protecting and enhancing the environment more cost-effectively than can be achieved through conventional methods. 

	Richer and Greener

Global pressures on the environment and natural resources are accelerating the trend towards a cleaner and more resource efficient economy.

· The world’s population is set to rise from 6 to 9 bn by 2050


· Global consumption is set to quadruple by 2050 assuming only modest 1.5% pa increases in per capita consumption – China’s is currently growing at around 10% pa
 

· Worldwide, damage from extreme weather events last year reached $55 bn and is forecast to reach $150 bn within 10 years.   

· Globally, waste generation could increase five-fold by 2050 – currently 93% of production materials are never used in the final product and 80% of products are discarded after single use 

· Demand for fresh water is doubling every 21 yeas, while supply remains broadly unchanged

The policy goal internationally is to decouple economic growth from environmental degradation.  This represents a huge challenge – some estimate we will need a tenfold increase in resource efficiency by 2050 just to stand still.  But this need also represents a massive business opportunity.  


· Worldwide, environmental markets were valued at $515bn in 2002 – equivalent to aerospace or pharmaceuticals – and were forecast to grow to $688 bn by 2010

· The UK’s recycling industry will need to double in size by 2018 – to about £25bn – just to meet current EU targets 


This opportunity is increasingly being recognised by international investors


· Globally, over $2.5 billion has been invested in cleaner technology ventures during the past two years – a near quadrupling of the market


· In the US, cleaner technology accounted for 6.4% of total venture investments in 2003 - larger than semiconductors, IT services, financial services and media

· For every $1 billion of investment in environmental technology it is estimated 20,000 sustainable jobs are directly created – if the multiplier effect is included (ie when companies go from R&D to production) this figure rises to 100,000s


WHAT’S THE ISSUE?

We need to find better ways to protect and enhance the environment

We all want a cleaner environment.  But environmental improvements are often perceived to be expensive.  This can delay their implementation or mean lower standards than is desirable.  

Yet carefully chosen, implemented and enforced measures to protect the environment can stimulate innovation, bringing economic as well as environmental benefits.   

By adopting innovative environmental technologies and methods, more value can be created from fewer resources with less pollution and waste – increasing productivity and competitiveness, and helping to offset compliance costs.  

In this way, we can achieve our environmental goals more quickly and at less cost than through conventional means.  

	Environmental challenges 

· Climate change is a reality.  The number of people threatened by floods worldwide has risen from 7 million in the 1960s to 150 million today.  To stop further damage to the climate we need to achieve a 60 per cent reduction in carbon emissions.

· In England, household waste is growing at 3 per cent each year, faster than the growth in the economy as a whole and will double by 2020.  Most currently goes to landfill – but the EU Landfill Directive requires this to be reduced substantially by 2010, with further reductions up to 2020.  Failure to meet these targets could result in fines of up to £180 million per year.   

· Forthcoming European legislation includes the Groundwater; Waste from Electrical and Electronic Equipment (WEEE); End of Life Vehicles Directives and REACH (Registration, Evaluation and Authorisation of Chemicals)



The environment is a significant business opportunity…


The environment is also an important business opportunity in its own right.  It has potential for high growth and become a driver for new businesses and jobs 

The UK environmental industry has developed greatly over the past ten years and now employs 170,000 people at least.  In 2002, it had a turnover of £16 billion representing around 5% of the global market worth $515 billion.  

This compares with our main competitors: US 37%, Japan 18%, Germany 11%, France 7%, Italy 3%, the Netherlands 2% and Denmark 1%.      

	Environmental Innovations

The UK environmental industries prevent and treat pollution and enable resources to be used more efficiently.  Innovation will enable the sector to provide greater value and better performance by:
   

· Minimising waste by improving resource efficiency

· Extracting greater value from what waste remains

· Bringing about step changes in the cost and performance of environmental technologies and products

· Providing cleaner, less environmentally harmful alternatives


… but the UK is falling behind its main competitors…

The UK’s environmental industry is facing increasingly stiff competition from suppliers both at home and abroad, and is falling behind its main competitors in some of the more innovative, forward-looking, and profitable areas of environmental protection.

If the UK is to sustain its growth in the coming decade, we must improve our ability to turn new ideas and emerging technologies into more innovative, high value products, processes and services.
This is especially so in the rapidly growing market for cleaner technologies and resource management where the UK is starting from a low base.  But it is also important in areas of relative strength, such as the more mature markets for pollution control, where we risk losing ground to more innovative competitors. 
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…because of barriers to the successful commercialisation of new ideas

The UK’s relatively poor performance is not due to any shortage of innovative ideas.  We have a strong science and research base and greater entrepreneurial culture than many of our competitors.  Rather, we are being held back by a few critical weaknesses in the way we encourage businesses to bring new technologies or improved methods to the market.


	Innovation Systems

Weaknesses in the innovation system, particularly at the demonstration and scaling-up stages, are preventing many environmental innovations from successfully moving from research to market
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Innovation is a process of matching new ideas and technical possibilities to market opportunities.  

Although there are a number of clearly identifiable stages in the development of new technology (shown above), innovation is more than a one-way, linear flow from R&D to new products.  Knowledge flows in both directions, for example, as information from early market applications feeds back into further product research.  This means the conventional drivers of technology push and market pull can be reinforced or inhibited by feedbacks between the different stages and the influence of framework conditions such as government policy. 

Source:  Adapted from ICEPT report for DTI Renewable Innovation Review


An agenda for action

The Environmental Innovations Advisory Group (EIAG) was set up by Government to identify practical measures to overcome these weaknesses and work with stakeholders to bring about change.

We have identified ten actions aimed at stimulating markets for environmental innovations, tackling barriers to market, addressing structural weaknesses in the environmental sector, and laying the foundations for greater and more rapid innovation in future.    

This agenda for action builds on the work of the Environmental Innovation and Growth Team and draws on our own first-hand knowledge and expertise of bringing environmental innovations to market.  

In developing these proposals, we have received the encouragement of our Ministerial sponsors – Lord Sainsbury (Minister for Science and Innovation) and Lord Whitty (Minister for Farming, Food and Sustainable Energy), and the support and advice of officials from DTI, Defra, the Environment Agency and Research Councils.

WHAT DO WE WANT TO ACHIEVE? 


We will work with others to achieve the following outcomes:

Improve market conditions 

1.
Demonstrate how public procurement can drive markets by securing forward commitments from public sector purchasers to allow the “scaling-up” to commercial viability of an innovative, environmental products or services


2.
Improve the governmental framework so it provides greater incentives for innovation, and tackle regulatory inconsistencies and unintended consequences that are acting as a barrier 

	Improving the governmental framework

The environmental market is mainly driven by Government actions (ie the framework of regulation, fiscal policy, economic instruments, voluntary measures).  This framework can either impede or stimulate environmental innovations.

We believe the characteristics of a framework that stimulates innovation includes:  


· Progressive regulations with “stretch” targets/standards (i.e. beyond the current best available technology) to give business the incentive to look at new rather than incremental developments


· Long-lead times (including timely planning for the implementation of EU legislation), backed by the certainty of legislative enforcement which give business the time and confidence to invest in finding new solutions 

· Clear objectives, and a focus on outcomes rather than prescriptive approaches to give business the freedom to innovate and avoid locking-in current technologies  

· Fiscal measures/economic instruments and market transformation which drive the early take-up of environmental innovations in preference to existing practice

We will identify specific opportunities where we can add-value and make a difference by influencing the governmental framework in line with these principles.


Better policy-making and implementation

3.
Develop a [Think Environmental Innovation] process to enable the most forward looking businesses to provide an assessment of what innovation can realistically achieve, and use this process so new regulations can be framed in the knowledge of what is possible and the likely impact policies will have on environmental innovation

4.
Make the case for regulators to be given an innovation remit ie be more open and supportive of new ways of meeting regulatory outcomes that could become more cost-effective than tried and tested methods, as well as opening up new business opportunities
5.
Pioneer policy approaches at the local/regional level in advance of national legislation to stimulate innovation and develop competitive advantage in lead market.

	Pioneer policy approaches 
Often it is at the local level that there is greatest scope for introducing more forward looking and radical measures, e.g. London’s Congestion Charge.  If the issue is the forerunner of a more widespread environmental problem, then early action at the local level can provide an opportunity to develop competitive advantage in a lead market.
We want to work with regulators, business, NGOs and regional and local partners to:

· Identify areas where emerging or persistent environmental problems that are difficult to solve eg can only be met at prohibitive cost using current methods 


· Develop proposals for a combination of policies aimed at stimulating innovation to tackle one or two of these problems

· Identify “hotspot locations” where such a package of measures could be pioneered by local or regional authorities 

We are also interested in piloting new environmental regulations ahead of time to influence implementation and build competitive advantage or using regeneration projects to demonstrate and stimulate markets for environmental innovations


Overcome barriers to market 

6.
Work with those responsible for testing and certification processes so they do not unintentionally disadvantage environmental innovations (eg issuing “temporary” certificate while new test method developed or specification changed).


7.
Demonstrate effective regulatory permitting and compliance processes for environmental innovations, including mechanisms to share risks appropriately to the regulator, the environment and the business 
Capacity building

8.
Create new public/private financial instruments at the European level to share the risk of investing in commercial-scale demonstration projects, and make recommendations for change in the framework underpinning the environmental state-aids guidelines. 

9.
Improve the capacity of environmental businesses to innovate, by developing knowledge networks and helping environmental SMEs acquire the skills needed to move from R&D to successful commercialisation


Investing for the future 

10.
Improve awareness of environmental, technology and business drivers to better inform judgements about future market opportunities, and develop a more strategic and widely shared view of the technologies and skills that can provide the UK with competitive advantage, and use this to influence R&D and skills provision.

HOW WILL WE DELIVER THIS?

Expert secondees working within the joint DTI/Defra Environmental Industries Unit will spearhead delivery.  

They will:

· Identify examples of UK successes and failures in getting environmental innovations to the market, as well as promising environmental technologies ready for scaling-up 


· Develop case studies to illustrate good or bad practice (eg how barriers have been overcome, obstacles that have blocked innovation getting to market)


· Engage with key stakeholders involved in the innovation process and identify ways to overcome barriers based on mutual self-interest (eg how enabling innovation can help stakeholders achieve their objectives more effectively)

· Take actual examples of environmental innovations and work with end users and the other parties to demonstrate practical solutions to specific barriers and realise mutual benefits in “exemplar projects”


Demonstrating practical solutions through exemplar projects
Many different actors are involved in the innovation process  – policy makers, regulators, regional agencies and local authorities, businesses and the end users.  Each has different roles, needs and interests. 

By engaging effectively with these parties and bringing their knowledge and expertise together, we can learn more about the barriers to the successful commercialisation of new ideas and how they can be overcome. 

As many barriers involve perceptions and uncertainty, success will often depend on finding ways to manage and reduce real and perceived risks more effectively, and on giving people the authority, incentive and confidence to do so.

By taking actual examples of environmental technologies, we can work through the issues and demonstrate practical solutions to barriers, including demonstrating how the stakeholders’ respective objectives can still be met (ie they do not need to be compromised). 


As many of the key issues and barriers will be common across the spectrum of the water, waste and other environmental sectors, the “exemplar projects” should provide solutions that can be replicated for a wide range of environmental technologies and products.

Exemplar projects
 

We need to have more real, practical, clear examples of how innovation can protect and enhance the environment more cost-effectively, do so without compromising other outcomes, and creating wealth and jobs for the UK.


Exemplar projects are about creating this living proof of what can be achieved.

	Examples of Exemplar projects

Using public procurement to drive environmental innovation  

· Innovative, environmental procurement is often talked about but there are few examples of it actually happening in the public sector.  

· We want to turn theory into practice by showing how public procurement can drive markets by securing forward commitments from public sector purchasers to allow the “scaling-up” to commercial viability.  

· The purpose of the exemplar project is to demonstrate how the actual and perceived barriers such as cost, risk, skills, information and inertia can be overcome, and to develop a model that can be replicated in other parts of the public sector.  
· We are currently identifying examples of innovative, environmental products that could potentially be purchased by the public sector and public sector bodies with unmet needs.

Other issues which might lend themselves to developing an exemplar projects include:  

Regulatory Compliance and Permitting

· Businesses seeking to apply innovative techniques to reuse materials in alignment with the UK’s long-term sustainability objectives can face disproportionate and overwhelming regulatory hurdles under UK’s Waste Management Licensing regime

· Businesses can find it difficult or impossible to pilot new technologies (such as water treatment systems) due to regulatory regimes that encourage the use of conservative albeit expensive techniques; or permitting and compliance schemes that are not designed to accommodate the testing of new technologies or new uses of waste materials

Capacity Building

· Firms need to collaborate with many different organisations to innovate.  But structural weaknesses in the environmental industries sector can make this difficult – the environmental industry is fragmented, composed mainly of SMEs with a few large companies and lacking integrated supply chains.  It is also in many respects an “invisible sector” so support infrastructure is patchy.   Potential solutions could include establishing Knowledge Transfer Networks, Centres of Excellence or Business Incubators.





ABOUT US:


Environmental Innovations Advisory Group 


The Environmental Innovations Advisory Group (EIAG) is chaired by Jack Frost (Director, Johnson Matthey Fuels Cells) and made up of a cross-section of industry.

Its remit is to provide Government with an industry view on actions to enable innovation in the environmental sector.  

DTI and Defra jointly established the Group in July 2003 to follow-up and build on the report of the industry-led Environmental Innovation and Growth Team (IGT).  This was tasked with looking strategically at the challenges and opportunities facing the UK environmental industries over the coming decade and reported in November 2002. 

Members are jointly appointed by Lord Sainsbury (Minister for Science and Innovation) and Lord Whitty (Ministers for Farming, Food and Sustainable Energy), and serve in a personal capacity.  

Both Ministers take a close personal interest in EIAG and attend its meetings together with officials from DTI, Defra, the Environment Agency and Research Councils.

The work of the EIAG will be reviewed in March 2006. 
Environmental Industries Unit

The jointly funded DTI/Defra Environmental Industries Unit (EIU) has lead responsibility for government relations with the environmental industry in the UK.  

The Unit comprises three main areas of work:


· Innovation - supporting the EIAG in taking forward the work of the Environmental Innovation and Growth Team


· Domestic sponsorship – focussing on cross-cutting issues affecting the UK environmental industries sector 


· Climate Change Projects Office (CCPO) - providing advice to business on how to take advantage of international climate change project opportunities arising from the Kyoto Protocol.
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For further information contact:

Environmental Industries Unit

151 Buckingham Palace Road

London SW1W 9SS 

Tel: 020 7215 5000

e-mail: Environmental.Industries@dti.gsi.gov.uk
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