
1

Policy Reform and Community Energy 
Key messages for the Community Energy Strategy

There has been a growing interest in commu-
nity energy projects in the UK in the last few 
years. A large number of  local energy projects and 
groups have emerged, ranging from energy co-
operatives investing in solar PV to Carbon Reduc-
tion Action Groups to help people reduce emis-
sions from their everyday activities.

This briefing summarises some policy conclu-
sions from the Community Innovation in Sustain-
able Energy (CISE) research project. The project 
is one of  several that aims to understand the 
emergence of  community energy, and the implica-
tions for energy, climate change and other social 
goals. The project includes in depth case studies of 
community energy projects, a large-scale survey of 
community energy in the UK, interviews with key 
players in the community energy sector, and sce-
nario analysis of  how community energy might 
contribute to UK energy system in future. 

The briefing is timed to inform the develop-
ment of  the governments’ Community Energy 

Strategy. It draws on several components of  the 
CISE project. Many of  its recommendations 
emerge from the project scenarios (see Grassroots 
Innovations briefing No. 11). An existing set of  
four scenarios for the UK energy system were 
adapted to explore the implications for community 
energy in consultation with stakeholders. Two 
scenarios that include significant contributions 
from community energy were developed in more 
detail, with an emphasis on the policies and other 
actions that would be required for community 
energy to develop at the envisaged scale.  

The briefing comprises three main sections. 
First, it makes a case for government to play a role 
in supporting and further developing the nascent 
community energy sector in the UK. Second, it 
discusses four important considerations that 
should be taken into account in developing and 
implementing the Community Energy Strategy. 
Third, it sets out a number of  specific policy rec-
ommendations.

Community energy 
projects are already 
contributing to energy 
and other policy goals
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Jim Watson draws lessons from the Community Innovation for Sustainable Energy research 
project to inform the development of the UK government’s Community Energy Strategy
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grassroots INNOVATIONS

A key challenge for 
the government is 

to continue to 
support diverse, 

bottom up action, a 
different approach 

to that used in 
many other aspects 

of energy policy
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The case for policy 
intervention

Community energy projects are already contributing to 
energy and other policy goals. In some cases, they have led 
to increases in energy efficiency and/or reductions in car-
bon emissions. These projects complement larger scale ac-
tions such as the deployment of  low carbon power genera-
tion technologies and those undertaken by individuals. Per-
haps just as important, community energy projects can help 
to legitimate the low carbon energy transition the govern-
ment wishes to achieve over the coming decades – and to 
improve the participation of  local communities within that 
transition. Furthermore, community projects can also help 
promote community development and cohesion. As 
DECC’s call for evidence argues, ‘community-led action can 
tackle the most challenging issues more effectively than 
Government alone. Community groups are often better 
placed than Government to understand their local areas. 
They have the freedom to develop creative solutions that 
meet local needs, offering important learning that might be 
scaled up across the country’.  

Scaling up community energy from the small role it 
current plays in the UK energy system is an important chal-
lenge. Continued government support and action by other 
stakeholders is required to promote learning from early 
community energy projects, and to build capacity and skills in 
the nascent community energy sector. Our research has 
shown that a variety of  skills are required for community en-
ergy projects to develop in areas such as finance, planning, 
technology assessment and community development. It has 
also identified the crucial role that intermediary organisations  
such as Community Renewable Energy (CORE) play in sup-
porting community groups and promoting learning. The 
funding of  some existing intermediary organisations and 
groups is precarious, and needs to be placed on a more sus-
tainable footing.

Policies to support community energy have been in place 
for several years. As the call for evidence notes, this has in-
cluded grant schemes such as the Low Carbon Community 
Challenge and the Local Energy Action Framework (LEAF) 
and more generic incentives such as feed-in tariffs for electric-
ity projects and the renewable heat incentive for heat projects. 
This support dates back over a decade to the Clear Skies pro-
gramme and Community Renewables Initiative of  the early 

2000s. Whilst this has been essential in developing the com-
munity energy sector to date, the frequency of  changes to 
schemes and incentives has created significant uncertainty for 
community groups and projects.

Key considerations for future policy 
development

Before suggesting specific actions that could be put in 
place to support the further development of  the community 
energy sector in the UK, it is important to highlight four con-
textual factors that underpin these recommendations.

Community energy is not just a government 
responsibility

Whilst this briefing has a particular focus on the role of  
central government in the UK in supporting community en-
ergy, other actors are also important. The community energy 
sector in the UK has developed in a ‘bottom up’ way, with 
considerable diversity of  projects, organisational forms and 

motivations. A key challenge for the gov-
ernment is to continue to support di-
verse, bottom up action – something that 
is quite different to the approach that is 
used in many other aspects of  energy 
policy. To reflect this diversity, a variety 
of  different approaches to supporting 
community energy are likely to be re-
quired. A good illustration is the recent 
announcement on community benefits 
from wind farms. Instead of  setting out a 
standardised model for such benefits, the 
government has encouraged the devel-
opment of  a variety of  different ap-
proaches by developers and communi-
ties that are suitable for different cir-
cumstances.
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Community energy projects can help to 
legitimate the low carbon energy transition 
the government wishes to achieve over 
the coming decades – and to improve the 
participation of local communities within 
that transition.

Local networks and partnerships have been vital for the suc-
cessful development of community energy projects – and will 
continue to be important if the sector is to develop further 
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Not just an energy policy agenda
Community energy cuts across the remits of  

several government departments. Whilst the pri-
mary ownership of  policies to support community 
energy resides with DECC, there are important 
links to the remits of  the Department of  Commu-
nities and Local Government (who have responsi-
bility for planning and broader community devel-
opment policies), the Department for Transport 
(where community energy projects include trans-
port initiatives) and HM Treasury (who need to 
agree financial support – whether from taxation or 
consumer bills). Therefore, in developing the 
Community Energy Strategy, DECC needs to pay 
attention to these links, and to secure buy-in from 
other parts of  government. 

Government at several levels
Community energy is not only a matter for 

national government. The devolved administra-
tions are also important. For example, Scotland 
has its own mechanisms to support community 
energy such as the Communities and Renewable 
Energy Scheme (CARES). Differences in legal 
frameworks in Scotland also have an impact on the 
organisational models that community energy 
groups can adopt.

As with many areas of  UK policy, European 
Union Directives have an important contextual 
role in framing policies to support community en-
ergy. These include European climate and energy 
targets and frameworks for market liberalisation. 
For example, the EU Renewable Energy Directive 
includes targets for member states to expand the 
use of  renewable energy. The UK’s extremely 
challenging target of  15% renewable energy by 
2020 provides an important rationale for support-
ing renewable electricity and heat projects.

Finally, Local Authorities could have an im-
portant role in supporting community energy in 
their areas. They can be partners in community 

energy schemes. For example, Bristol City Council 
has supported the development of  community 
energy projects through a dedicated ‘catalyst fund’.  
Their capacity to get actively involved in commu-
nity energy varies widely – and is partly dependent 
on the extent to which they have already been in-
volved in leading local energy generation and effi-
ciency schemes. 

Scaling up will change Community 
Energy

As the community energy sector grows, its 
nature will change. Two potential changes that 
might occur are a greater standardisation of  or-
ganisational models for community energy projects  
and a greater ‘professionalisation’ of  the sector. 
Our research shows that these potential changes 
create a dilemma for some community energy 
groups. Whilst standardisation and professionalisa-
tion may have significant advantages for the com-
munity energy sector, many practitioners are wary 
about the implications. Instead they emphasise the 
local, specific nature of  their activities. Policies 
therefore need to take this diversity into account, 
and to avoid an assumption that such standardisa-
tion is necessarily desirable. 

Whilst the nature of  such changes is uncer-
tain, policy frameworks will need to be adaptable 
and flexible to take them into account. A balance is 
required between such adaptability and the need 
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High up-front 
costs are a 
common barrier 
to investment in 
energy projects 
- including 
efficiency 
measures that 
have short 
payback times. 
Mechanisms 
that address this 
barrier should 
still be 
considered 
within the 
community 
energy strategy 

Local Authorities could potentially 
play a major role in supporting 
community energy. Many Local 
Authorities have been active in 
implementing energy efficiency and 
energy generation schemes – and 
some, such as Bristol City Council, 
have specifically supported 
community energy
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to provide consistency for projects, 
community groups and the ‘intermedi-
ary’ organisations that support the sec-
tor. It is common for community groups  
to argue that frequent changes in policy 
and incentives to date have sometimes 
jeopardised their projects, and have 
made it hard for them to plan ahead. 

Policy 
recommendations

Many of  our specific recommenda-
tions relate to mechanisms that could 
help to provide financial support to 
community energy projects or organisa-
tions. The focus of  policies to offer such 
support has shifted away from up-front 
grants towards revenue mechanisms 
such as feed-in tariffs. It is important to 
emphasise that high up-front costs are a 
common barrier to investment in energy 
projects - including energy efficiency 
measures that have short payback times. 
Mechanisms that take this barrier into 
account should still be considered 
within the community energy strategy.

For example, the Enterprise In-
vestment Scheme that is already avail-
able to investors in energy co-operatives. 
However, enhanced capital allowances 
for investments in specific energy saving 
measures are targeted at businesses, and 
not at community energy groups. Whilst 
there are already many calls on its lim-
ited funds, it is also important to explore 
whether the Green Investment Bank 
could have a role in providing finance to 
community energy projects.

Electricity Market Reform and 
the Energy Bill 2012/13

Some community energy projects 
risk being caught between two policy 
approaches. Incentives like feed-in tar-
iffs and the Renewable Heat Incentive 
(RHI) are focused on small-scale pro-
jects. Electricity Market Reform (EMR) 
and the Energy Bill 2012/13 are mainly 
focused on large utility-scale invest-
ments.

In developing future strategy for 
community energy, it is important to 
look at both of  these policy approaches 
since larger community projects may be 
too large for mechanisms such as the 
feed in tariff, but too small to take full 
advantage of  new incentives introduced 
as part of  the Electricity Market Re-
form (EMR) process. The House of  
Commons Energy and Climate Change 
Committee have recognised this poten-
tial gap in their recent inquiry on Local 
Energy that focuses on electricity pro-
jects in the 5-50MW range.

The implementation of  the Con-
tracts for Difference (CfDs) that will be 
available to larger low carbon genera-
tors once the Energy Bill becomes law 
should take into account the needs of  
larger local and community energy pro-
jects. Many of  the organisations devel-
oping community projects are likely to 
have a limited capacity to participate in 
CfD auctions – or to engage with the 
range of  other requirements they will 
need to meet. As Cornwall Energy has 
explored in detail, there is a concern 
that they will be unable to achieve the 

market price for power they sell since 
large utilities will often purchase this at 
a discount. A partial solution is to in-
crease the maximum capacity of  pro-
jects eligible for feed-in tariffs, as the 
government has recently proposed (see 
below). Another, which has been put 
forward as an amendment to the En-
ergy Bill, is to establish a Green Power 
Auction Market (GPAM) for smaller 
players.

Feed in tariffs & the Renew-
able Heat Incentive

According to our survey of  190 
community energy groups, feed in tariffs 
have become an increasingly important 
source of  funding for community en-
ergy projects in the last three years. 
They have been available to renewable 
electricity generation projects with ca-
pacities of  5MW or less since 2010. 
Their impact has not been entirely posi-
tive, however. Some community groups 
have been adversely affected by changes 
in tariff  rates at short notice. For exam-
ple, share offers by community energy 
co-operatives have been delayed by 
these changes. 

Whilst the extra help already avail-
able to community energy projects 
within the feed-in tariff  rules is wel-
come, further reform is required. The 
government’s most recent proposal that 
the ceiling on project size be increased 
to 10MW for community projects is 
positive – and would allow a significant 
number of  larger community projects to 
avoid the need to negotiate the com-
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In evaluating the progress 
of the ECO and Green 
Deal, it will be important 
to pay specific attention 
to the role of community 
energy groups – and the 
extent to which these 
policies may need to be 
adjusted to take 
advantage of the skills, 
capabilities and benefits 
that community groups 
could offer.
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plexities of  CfDs. However, the government should 
consider going further. Community energy projects 
have the potential to deliver wider local benefits 
than projects implemented by individual house-
holds or firms. Arguably, where these additional 
benefits can be demonstrated, they should be rec-
ognised through a higher rate of  tariff  for com-
munity schemes.

There is much less experience among com-
munity groups of  the renewable heat incentive 
(RHI) that has been available to non-domestic pro-
jects since 2011. This is partly because community 
energy projects tend to focus on electricity genera-
tion (and not heat), and also due to the later start 
date of  the RHI scheme. Clear lessons can be 
learned from the implementation of  feed-in tariffs, 
such as the need for consistency in levels of  sup-
port available for particular technologies.

Demand side policies
Our survey of  community energy groups 

found that 86% were engaged in energy efficiency 
and/or demand reduction. Two thirds (68%) of  
the groups surveyed were active in energy genera-
tion and energy demand. As the DECC call for 
evidence shows, a number of  community groups 
are already involved in the new Green Deal policy 
– for example through partnering with providers of 
measures or by facilitating Green Deal assess-
ments. There is also potential for partnering with 
utilities implementing the Energy Company Obli-
gation (ECO).

With respect to both policies, implementation 
is in the early stages. It is too early to tell how well 
they will work in general – and how significant the 
role of  community energy groups will be. In evalu-
ating the progress of  the ECO and Green Deal, it 
will be important to pay specific attention to the 
role of  community energy groups – and the extent 
to which these policies may need to be adjusted to 

take advantage of  the skills, capabilities and bene-
fits that community groups could offer.

The call for evidence notes that there are sig-
nificant risks associated with deeper involvement in 
ECO by community groups. The potential open-
ing up of  the ECO brokerage scheme to commu-
nity groups (and not just Green Deal providers) is 
welcome, but would place important obligations on 
those groups who enter into contracts with energy 
utilities. Community energy groups are also likely 
to consider the potential reputational risks of  part-
nerships with large utilities, especially if  implemen-
tation runs into trouble. 

Local policies
As noted earlier, Local Authorities could po-

tentially play a major role in supporting commu-
nity energy. Many Local Authorities have been 
active in implementing energy efficiency and en-
ergy generation schemes – and some, such as Bris-
tol City Council, have specifically supported com-
munity energy. Our research notes that such local 
contexts matter. Local champions in public agen-
cies and local political backing can be extremely 
helpful in opening doors for new community en-
ergy groups.

Our scenarios workshop discussed a potential 
role for Local Authorities in developing local tar-
gets and strategies, supported by national govern-
ment. One option would be to develop these 
strategies with a focus on energy. Another option 
would be to include community energy in more 
effective community development policies. The 
latter has advantages since it would help to empha-
sise the wider benefits of  community energy – and 
could help to make community energy more inclu-
sive, empowering and accountable to local com-
munities.

We have already highlighted that the need for 
capacity building has emerged as a clear finding 
from our research. Local networks and partner-
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Community 
groups argue 
that frequent 
changes in 
policy and 
incentives to 
date have 
sometimes 
jeopardized 
their projects, 
and have made 
it hard for them 
to plan ahead.
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ships have been vital for the successful 
development of  community energy 
groups and projects – and will continue 
to be important if  the community en-
ergy sector is to develop further. This 
requires sustainable funding for the 
intermediary organisations that provide 
training, support and advice to com-
munity groups. Given the constraints 
on public sector finances at all levels, 
such support may need to be provided 
by a combination of  local and national 
government. Irrespective of  the source 
of  funding, at least some of  these or-
ganisations should continue to be local 
or regional in orientation. 

Finally, there have been an increas-
ing number of  initiatives from central 
government that seek to strengthen the 
local benefits from larger scale energy 
projects. The government has consulted 
on community benefits from wind 
farms and has also announced benefit 

packages for those living near shale gas 
developments and nuclear power 
plants. Whilst such measures are wel-
come in principle, our research high-
lights two important issues. First, there 
should not be a one size fits all ap-
proach to such benefits. The communi-
ties affected should be fully involved in 
negotiating the form such benefits 
should take. Second, it is important to 
explore how community energy groups 
might be enabled to form new partner-
ships with larger scale developers – for 
example by offering community shares 
in large projects. The Brighton Energy 
Co-op has advocated this for the 
planned Rampion offshore wind farm 
in the English Channel.

To view our response to the Community 
Energy Strategy consultation (July 2013), 
please visit our website at: 
www.grassrootsinnovations.org
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