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Step 6: Power Up the Cities 
 

1. What we want to achieve 
 
A sustainable modern interconnected energy infrastructure is a vital cornerstone to enable 
cities and the UK to meet the challenges of the 21st Century. The current energy 
infrastructure and its regulation is, without significant reform, unlikely to meet these 
challenges. 
 
Core Cities’ urban areas drive the economy outside the South East, delivering 27% of 
national GVA and are home to 16 million people.  These important places are responsible for 
about 22% of England’s total energy usage (London is around 9%) and about 27% of 
England’s carbon emissions1, although emissions within the Core City itself are lower than 
the national per capita average, due to high levels of urban density.   
 
Our cities therefore present a challenge, but also a major opportunity to consolidate plans for 
energy, low carbon and related infrastructure, aligning them to increase local energy supply, 
lower energy usage and carbon emissions, reduce fuel poverty, create a stronger business 
infrastructure and make huge potential savings to the public purse. The Energy and Low 
Carbon sector also creates jobs.  During the recession, annual turnover of the Energy and 
Low Carbon sector grew from £116bn to £128bn and the sector currently employs over 
937,000 people.  Our offer to Government is to work jointly to improve the provision of 
energy infra-structure in our cities, supporting local business and the UK economy to grow 
sustainably. 
 

2. Why change is needed 
 
Cities can and want to do more to solve energy challenges for the nation 
 
The Core Cities provide a mechanism to address a sizable percentage of the nation’s energy 
and related infrastructure through one discussion. The nature of the cities - compactness, 
density, large populations - means investment in city based systems is highly efficient.  The 
Futurecities Catapult Centre has been set up to promote UK innovation for ‘smart cities’ to a 
global market.  However, the current regulatory framework for the operation of utilities within 
the UK, including Core Cities does not always incentivise behaviours which would result in 
more and greener local energy production and generation, or in the alignment of utility 
infrastructure for energy, water and waste water with other infrastructure and economic plans 
across cities.   
 
Core Cities will use their combined strengthen to establish energy companies linked to a 
coordinated framework, aiming, through increased local energy provision, to provide 
economic, social and environmental benefits to our citizens and businesses. Changes to the 
current system for the supply and distribution of energy, and to the way in which other utilities 
engage with Core Cities will maximise the opportunity these cities present to secure cheaper 
greener energy, and realise their economic and social ambitions. 
 

                                                        
1 DCLG estimates 
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Supporting more local energy businesses:  Evidence suggests - from discussions with 
small-scale generators - that they have limited ability to sell their electricity to the large 
energy suppliers.  By obtaining a supply licence Core Cities will be able to contract directly 
with small-scale generators through Power Purchase Agreements thereby increasing liquidity 
in the market and also encouraging the development of local energy sources.   
 
Tariff discrepancy:  Householders with pre-payment meters on average pay more than 
other methods, especially direct debit.  Current comparison tables supplied by the charity 
National Energy Action2 indicate that the average duel fuel difference is £88 per year 
equating to circa £240 million extra expenditure nationally across the 6.2 million3 pre-
payment meters, which are utilised by pre-dominantly the poorest households within society.  
This additional cost is transferred to the local authorities and National Health Service as a 
social impact.  By obtaining a supply licence core cities will be-able to narrow or eliminate the 
difference between tariffs by taking a more holistic societal view.     
 
Heat networks:  Heat represents 45% of the total final energy consumption of the UK, and 
provides an opportunity to develop local Combined Heat & Power plants, which even if 
wholly fired by gas would increase the overall energy efficiency of the UK, as compared to 
single production systems such as a Combined Cycle Gas Turbine (CCGT) plant power 
station and a domestic gas boiler. For heat networks to be rapidly established they require 
local authority facilitation and involvement.  By obtaining a supply licence Core Cities can 
improve the commercial viability of heat networks through vertical integration i.e. the 
generation and sale of heat and power.  In additional the current installation of heat networks 
is often limited in the commercial sector by short-term single company commercial reward 
and risk criteria. Local authorities can take a more strategic and long-term view within their 
project assessment criteria.  It should be noted that while the above point has been 
discussing heat provision, it also pertinent with regards to district cooling networks.      
  
Local accountability and control:  To achieve the potential of this proposal, Core Cities will 
require more local control over decision making and local deployment of national resources.  
This will speed up decision making processes, reduce bureaucracy and cost and get 
solutions closer to the problems.  This cannot be achieved by the currently heavily 
centralised system.  By obtaining a supply and distribution licences we will demonstrate to 
our citizens, businesses and ultimately central Government that we can manage, develop 
and build our cities to compete and collaborate with other cities across the globe.  
 
Innovation:  By obtaining supply and independent distribution licences Core Cities will 
develop innovative low carbon solutions such as electrical storage, hydrogen, the use smart 
information and fuel cell technologies within their portfolio of energy supply and generation.  
This will give a much needed impetus to the development of these emerging technologies 
and approaches for the benefit of UK PLC.  Core Cities will also innovate in the management 
processes of energy at a local level by taking a more holistic approach.   
 

                                                        
2
Last updated October 29th 2013 (NEA), Source data: Consumer Futures. NOTE: Average bills are 

based on annual consumptions of 16,500 kWh for gas, 3,300 kWh for electricity and are averaged 
across each regional distribution area to give a GB average. All prices include VAT @ 5%.Tables 
3 Cutting back, cutting down, cutting off, self-disconnection among prepayment meter users, 
Consumer Focus, 2010 
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Distribution networks:  Core Cities require a statutory seat at the table concerning the 
regulation of the gas and electricity distribution networks that cover their area.  The absence 
of this leads to increased costs for the required up-grade that the UK needs to undertake to 
its distribution networks to remain competitive and move to a sustainable future.  A recent 
study by Infrastructure UK 4 indicated that around £5 billion reduction of cost on the 
estimated £250 billion infrastructure spending needed (across a number of sectors up to 
2030) can be obtained by better regulation and coordination. Through independent 
distribution licences and more national influence, Core Cities will leverage better coordination 
and deployment of infrastructure across their urban areas.  
 
Growth:  The work of Robert Ayres (US physicist & economist) indicates that energy 
outweighs other factors in importance for economic growth5 and this coupled with the work of 
Professor Nicholas Stern and the average circa 4.5% per annum growth6 since 2008 of the 
low carbon environmental goods and services sector across the UK and globally, indicates 
that successful future cities will have a strong role in the management of their low carbon and 
energy infra-structure.  
 

3. Core Cities Offer and Proposal  
 
Core Cities will work to establish a coordinated framework of Energy Service 
Companies (ESCOs) across their eight urban areas that will seek to obtain one or 
more supply and independent distribution licences.    
 
We will use the Core Cities combined purchasing power to create ‘next generation’ energy 
solutions and competitive consumer costs through arrangements such as Power Purchase 
Agreements linked to locally generated energy. Through a City Energy Unit we will liaise with 
Government and regulators and link this to local development and growth plans. 
 
Core Cities want to set tariff prices on energy they produce and to retain and re-invest more 
taxes locally from energy production. To make this work and maximise both the efficiency of 
public investment and the economic returns on that investment, Core Cities will need greater 
ability to align local infrastructure and economic plans across their urban areas, including 
those of utility companies.  Ultimately, cities will need a combination of an ability to 
incentivise and to hold to account utility companies, generators, transmission services and 
distributors across their areas.  Therefore a review of relevant regulatory and incentive 
frameworks is required to support the cities ambitions for energy, sustainability and 
competitiveness, which we believe are shared by Government. 
 
Cities should also be seen by Government as the prime delivery partner for Energy Company 
Obligations funds into their cities. 
 

 
 

 

                                                        
4 Frontier Report, Systemic Risks and Opportunities in UK infrastructure, A Report prepared for  HM 
Treasury & Infrastructure UK, January 2012 
5 David Strahan “The Last Oil Shock – A Survival Guide to the Imminent Extinction of Petroleum Man” 
p 119-123 
6 BIS, Low Carbon Environmental Goods and Services (LCEGS), Report for 2011/12, July 2013, Low 
carbon sector growth 


