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uel Poverty Context

= £2008B Industry Investment will increase bills
e Carbon reduction levies are regressive

e High levels of Gas imports, planning & market
uncertainty have potential to drive up wholesale
prices

the long term trend for energy prices is upwards




Jrest 20% emit 60% less carbon than richest
snvironmental and network costs increasing bills
y a compounding growth rate of 9% p.a. ez

-Lowering carbon and network investment is an
increaSing % Of bi" (British Gas 2009)

e FITs and RHI will increase bills by 15% by 2020

(Ofgem 2009)

® Should all customers have to pay equally?

societal costs and implications are unclear

e

More Opportunities for
Customer Equity

5P, CESP, CERT ..;their future?
e return of specific application tariffs?
Jeat pumps and associated network
reinforcement costs
~= DSM resistive heating through marginal

= ——

- renewable energy costs

~* The costs of competition to non-competitive
customers

® Should we explore a fair trade tariff?
the right policy objectives will drive equity
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More Opportunities for
Customer Equity

ro renewables for all customer segments
Ts and RHI will add 15% to bills by 2020
__'"s could really benefit the fuel poor
licro-gen and capital cost recovery?

“Tie insulation measures and micro-gen assets to
the property and not the customer

® Smart meters to facilitate long term cost
recovery from whomever

what is the forum that will drive this forward?

What Next?

lermined leadership and an organisation to
ive it forward
nderstand Ofgem’s new role

AN equitable methodology for recovering carbon
eduction and smart meter costs

e

* Declaration of a phased roll out plan
~ * Perhaps 6 urban zones for a phase 1?
® Pre-payment and fuel poor customers first?

® A phased approach will assist equity and
facilitate creativity

leadership, transparency and process are key
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Exploring ‘energy justice’

a contribution from

Nick Hartley

Oxera Consulting Ltd
UKERC Research Committee

Some thoughts

UK perspective

No overt philosophical underpinning concerning
the nature of justice

Not the views of somebody centrally involved in
today’s debates

Some questions from a broad economics
perspective

Recognise that this concern is at the heart of
energy policy

No answers!




Energy Justice or Fuel Poverty?

Fuel Poverty as a constraint on Carbon Policy
Energy Justice as a filter through which Carbon Policy must pass
— Can you target Energy Justice?
Relevance of historically accumulated emissions?
— Internationally Energy Justice has a time dimension
— National policies are static and cross-sectional
How far should the poor be required to worry about carbon?
Do Fuel Poverty policies have unreasonably large adverse effects
on carbon policies?
If we continue to concentrate on Fuel Poverty do we risk Energy
Justice?
Social impacts of Carbon Policy wider than current definitions of
Fuel Poverty
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Some issues

Carbon use and energy use are not the same
Different needs for heat, power, transport
Absolute or relative energy/carbon depravation?

Imprecise link between energy expenditure and energy
services

How should we deal with different tastes for heat, power,
transport?

What incentives should fuel poor face to use fuel
efficiently?

What incentives should fuel poor face to consider their
carbon impact

Consider different abilities to respond




Nothing is perfect: some choices

How much policy failure can we accept?
Adverse carbon impact

Bad targeting so that some of the needy are missed

Cost falls on poorer users as well as better off

Slow response to the problem

How much deadweight can we accept?

— Inevitably some of the gainers will be ‘non-deserving’

How much administrative cost?

How permanent is the solution?

— Will each generation of fuel poor reproduce itself?
Should we adopt a ‘targets and instruments’ approach?
— Concentrate on access to energy services and not on carbon?

Some practical conclusions

Aim for long-lasting solutions

Don’t trust solutions which depend on sophisticated market
responses

Prefer public to private (industry) financing

Limit the extent of price distortions (especially now ‘smart meters’
are in prospect)
Aim for fuel poverty-related targets which

— are within government’s control

— meet long-term policy needs

— are an immediate challenge

— target ‘at risk’ group as tightly as possible
Continuing focus on co-ordination within government to improve
information base

Key question: If we concentrate on Fuel Poverty (perhaps more
broadly defined) do we risk Energy Justice?




