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1. Introduction 

The Welsh Government is committed to achieving net zero carbon emissions by 2050 
and to ensuring that 70 per cent of electricity and heat requirements are from renewable 
sources by 2030. It also has major ambitions for the Welsh economy, aiming to create 
jobs, increase productivity and ‘supercharge our industries of the future’. Within its 
economic ambitions, it has identified the foundational economy as a means of increasing 
economic activity and boosting employment, especially where jobs are scarce.  

These twin objectives often appear to run on parallel tracks. Renewable energy rarely 
features in discussions about the foundational economy, whilst its economic impact is 
rarely mentioned in debates about decarbonisation. This is unfortunate, because 
renewable energy is a fundamental part of the foundational economy, providing the 
electricity people need to power their homes, schools and workplaces. It also has the 
potential to help to solve multiple challenges faced by people and communities across 
Wales, including those in the south Wales valleys.  

To explore some of this potential the Bevan Foundation and RWE Renewables – formerly 
innogy Renewables -  organised a discussion amongst  some Welsh stakeholders in 
February 2020.  
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2. Challenges facing the south Wales valleys 

The next few years are likely to bring significant external challenges for Wales’ economy 
and in particular the economy of the south Wales valleys.  While it is impossible to say 
precisely how these challenges will play out, it is clear that Welsh businesses and workers 
are not well-placed to adapt and respond positively.  

2.1. Economic outlook 

Even before the coronavirus outbreak, the economic outlook looked tough as a result of 
both a global slow-down and the UK’s withdrawal from the EU.  Almost all forecasts for 
the UK economy anticipated very modest growth over 2020, ranging from predicted 
growth of 1 per cent in GDP by the British Chamber of Commerce1 to the Bank of 
England’s Monetary Policy Committee’s forecast of a 1.6 per cent increase.2   

Wales was expected to grow more slowly than other UK nations and regions, with an 
anticipated increase in GDP of just 0.8 per cent.3 With the economies of London and the 
south east of England predicted to grow 50 per cent faster than Wales on already much 
larger economic outputs, regional inequalities were set to widen further. 

Economic forecasts have been revised further downwards since then. Some forecast 
deep recession during 2020,4 whilst even the most optimistic outlook is of very modest 
growth. KPMG forecast that GVA in Wales will contract by 9 per cent over 2020, about the 
middle of the range of UK nations and regions.5 Early reports6 suggest that Welsh 
businesses have been especially hard hit by the pandemic, with the highest increase in 
business closures in the UK in January to March 2020 compared with the same period in 
2019. Our own estimates suggest that 16 per cent of the Welsh workforce are in sectors 
instructed by the Welsh Government to close (e.g. restaurants, non-food retail and 
hotels). 

The economy is expected to recover in 2021, although there is a debate about the timing 
and extent of any bounce-back. KPMG forecast that GVA will increase by 10 per cent in 
2021, resulting in net growth over the two years of 1 per cent. Other analysts forecast 
similar results by the end of that year.  

 
1 British Chambers of Commerce (2019) Weak GDP growth forecast for 2020 as business 
investment falls https://www.britishchambers.org.uk/news/2019/12/weak-gdp-growth-forecast-
for-2020-as-business-investment-falls  
2 Bank of England (2019) Monetary Policy Report 
https://www.bankofengland.co.uk/-/media/boe/files/monetary-policy-
report/2019/november/monetary-policy-report-november-2019.pdf  
3 Price Waterhouse Coopers (2019) UK Economic Outlook, November  
https://www.pwc.co.uk/economic-services/ukeo/ukeo-november-2019-full-report.pdf  
4 CEBR (2020) UK GDP expected to contract by 15% in Q2 as consumers under lockdown rein 
in spending https://cebr.com/reports/uk-gdp-expected-to-contract-by-15-in-q2-as-consumers-
under-lockdown-rein-in-spending/ 
5 Selfin, Y. (2020) KPMG Chief Economist’s note: Levelling-up and COVID-19 
https://home.kpmg/uk/en/home/insights/2020/04/chief-economist-s-note-levelling-up-and-
covid-19.html 
6 Financial Times (2020) Coronavirus claims thousands of UK businesses 
https://www.ft.com/content/5d198135-b38f-4512-b611-9f017f76929d 

https://www.britishchambers.org.uk/news/2019/12/weak-gdp-growth-forecast-for-2020-as-business-investment-falls
https://www.britishchambers.org.uk/news/2019/12/weak-gdp-growth-forecast-for-2020-as-business-investment-falls
https://www.bankofengland.co.uk/-/media/boe/files/monetary-policy-report/2019/november/monetary-policy-report-november-2019.pdf
https://www.bankofengland.co.uk/-/media/boe/files/monetary-policy-report/2019/november/monetary-policy-report-november-2019.pdf
https://www.pwc.co.uk/economic-services/ukeo/ukeo-november-2019-full-report.pdf
https://cebr.com/reports/uk-gdp-expected-to-contract-by-15-in-q2-as-consumers-under-lockdown-rein-in-spending/
https://cebr.com/reports/uk-gdp-expected-to-contract-by-15-in-q2-as-consumers-under-lockdown-rein-in-spending/
https://home.kpmg/uk/en/home/insights/2020/04/chief-economist-s-note-levelling-up-and-covid-19.html
https://home.kpmg/uk/en/home/insights/2020/04/chief-economist-s-note-levelling-up-and-covid-19.html
https://www.ft.com/content/5d198135-b38f-4512-b611-9f017f76929d
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2.2. Automation 

Technology is also bringing changes to jobs, eradicating some roles, creating others and 
redesigning job content and skills requirements. A major review of the impact of digital 
technologies in Wales concluded that while the forecasts of ‘robo-geddon’ and a ‘fourth 
industrial revolution’ were overstated, there nevertheless would be a fundamental 
problem that there are not going to be enough well-paid jobs for those who want to 
work while existing labour market inequalities will remain. 

The review noted that many business functions in Wales are less secure, more portable 
and hence more at risk of automation than elsewhere, and that neither government, 
employers nor trade unions are doing enough to prepare people for the future.  Other 
analyses have highlighted that Wales has a high proportion of relatively low-skilled jobs 
which are at risk of automation, with the workforce in the south Wales valleys being at 
particular risk.7  

2.3. Climate change 

Despite recent reductions in carbon emissions, Wales remains a producer of greenhouse 
gases with the largest CO2 emissions per head in the UK.8  The Welsh Government has 
accepted the UK Committee on Climate Change (CCC) recommendation of a 95 per cent 
reduction of emissions by 2050, aiming for net-zero by that date.  

Power generation is one of the main sources of greenhouse gasses in Wales, accounting 
for more than a third of all emissions in 2016.9 The Welsh Government’s sector emissions 
pathway for power aims to reduce electricity generation from fossil fuels and increase the 
role of renewables, with a target of Welsh renewables to generate electricity equal to 70 
per cent of Wales’ consumption by 2030.10 The Welsh Government also emphasises local 
ownership of generation capacity, and expects all  new energy projects in Wales to have 
at least an element of local ownership from 2020.11 

In 2018, around half of Wales’ energy generation was estimated to be from renewables, 
primarily on-shore and offshore wind.  The distribution of onshore wind capacity across 
Wales is uneven, with Neath Port Talbot, Carmarthenshire, Powys and Rhondda Cynon 
Taff local authority areas having substantial capacity whilst Merthyr Tydfil, Blaenau Gwent, 
Torfaen and Monmouthshire have the lowest. The availability of cost-effective and timely 
grid connections is also a constraining factor, especially in mid-Wales and the South 

 
7 Welsh Economy Research Unit (2018) AI and automation: Examining the future implications for business 
and employment in Wales, 
http://orca.cf.ac.uk/129886/2/Horizon%2BScanning%2BAI%2Band%2BAutomation%2BRedraft%2Bv2docx.pdf  
8 Department for Business, Energy and Industrial Strategy (2018) Local authority carbon dioxide emissions 
estimates 2016 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719182/l
ocal_authority_co2_emissions_statistical_release_2016.pdf 
9 Welsh Government (2019) Power: Sector Emission Pathway 
https://gov.wales/sites/default/files/publications/2019-06/power-sector-emission-pathway-factsheet.pdf 
10 Welsh Government (2019) Energy Generation in Wales 2018 
https://gov.wales/sites/default/files/publications/2019-10/energy-generation-in-wales-2018.pdf 
11 ibid.  

http://orca.cf.ac.uk/129886/2/Horizon%2BScanning%2BAI%2Band%2BAutomation%2BRedraft%2Bv2docx.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719182/local_authority_co2_emissions_statistical_release_2016.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/719182/local_authority_co2_emissions_statistical_release_2016.pdf
https://gov.wales/sites/default/files/publications/2019-06/power-sector-emission-pathway-factsheet.pdf
https://gov.wales/sites/default/files/publications/2019-10/energy-generation-in-wales-2018.pdf
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Wales Valleys. For example, plans by Carmarthenshire Council to become a ‘net carbon 
zero’ authority have been limited by lack of grid capacity.12 

Future decarbonisation of heat and transport, (which together account for over 40% 
greenhouse gas emissions)13 will increase electricity demand. The additional electricity 
requirement will have to be met from renewable sources. The potential for additional 
renewable generation in Wales can only be fully realised if the existing electricity grid 
network is upgraded.  

2.4. Socio-economic inequality 

Social and economic inequalities are relatively high and persistent in Wales, with around 
one in five adults and one in three children living in relative income poverty. Without 
enough income, households are at risk of living in sub-standard housing, being unable to 
afford adequate heating or food, as well as being at increased risk of poor health and low 
educational attainment.  

The root causes of poverty are being workless or having a low-paid job, an inadequate 
social security system and the high cost of living especially housing-related costs, 
including domestic energy. UK and Welsh Government attempts to reduce poverty have 
emphasised getting people into work.  Attempts to reduce housing-related costs, 
including fuel poverty, have been both more modest and less successful, although recent 
Welsh Government interventions have begun to focus on cost reduction measures.  

Forecasts of future poverty levels anticipated that the continuing impact of welfare reform 
would see poverty rates rise in Wales, especially for children. The impact of the 
coronavirus pandemic on poverty remains to be seen, although some have forecast that it 
will rise at least in the short to medium term.14 

While the switch to electricity generation from renewables may not have an immediate 
impact on household costs, in the longer-term the energy mix does have implications for 
the cost of energy supplied to consumers.  Households on low incomes are unlikely to be 
able to afford to invest in local ownership of energy production.  

These are major, structural challenges to the future of Wales as well as the rest of the UK. 
Without radical action there is a risk of mass unemployment, large-scale flooding and 
desertification of the environment, and deep and enduring poverty. These challenges 
existed before the outbreak of coronavirus and continue despite the pandemic. Looking 
ahead, the Welsh Government has said it is firmly committed to social justice, economic 
justice and environmental justice in Wales’ recovery from the pandemic.15  

 
12 Youle, R. (2019) Carmarthenshire Council wants to build renewable energy schemes but says the grid is 'chock-a-block' 
Walesonline https://www.walesonline.co.uk/news/wales-news/carmarthenshire-council-news-carbon-climate-
17282286  
13 Department for Business, Energy and Industrial Strategy (2020) 2018 UK greenhouse gas emissions: final 
figures – statistical release https://www.gov.uk/government/statistics/final-uk-greenhouse-gas-emissions-
national-statistics-1990-2018  
14 O’Hara, M. (2020) Coronavirus will cause child poverty to soar. So what can we do about it? The Guiardian 
15th April. https://www.theguardian.com/society/2020/apr/15/coronavirus-child-poverty-politicians-parents 
15 Miles, J. (2020) Welsh Government Written Statement: Our Future Wales: post-COVID-19 reconstruction, 
15th June. https://gov.wales/written-statement-our-future-wales-post-covid-19-reconstruction  

https://www.walesonline.co.uk/news/wales-news/carmarthenshire-council-news-carbon-climate-17282286
https://www.walesonline.co.uk/news/wales-news/carmarthenshire-council-news-carbon-climate-17282286
https://www.gov.uk/government/statistics/final-uk-greenhouse-gas-emissions-national-statistics-1990-2018
https://www.gov.uk/government/statistics/final-uk-greenhouse-gas-emissions-national-statistics-1990-2018
https://www.theguardian.com/society/2020/apr/15/coronavirus-child-poverty-politicians-parents
https://gov.wales/written-statement-our-future-wales-post-covid-19-reconstruction
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Solutions are arguably thin on the ground. Prof Calvin Jones has argued that Welsh policy 
is too focused on organisational change such as creating new economic regions and 
structures and too reliant on imported and imposed solutions such as city deals, rather 
than new economic policies. He has suggested that the Welsh Government’s economic 
ambitions are unrealistic and do not address the realities of the economy on the ground 
nor the experiences of all parts of Wales.  Despite this, there is limited debate about 
alternative approaches. The exception is the idea of the foundational economy, which has 
been seized enthusiastically by stakeholders.  
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3. The Foundational Economy 

The foundational economy emerged as a new way of thinking about economic activity a 
few years ago. Since then it has moved from an obscure academic concept to centre 
stage in Welsh economic policy.  

3.1. What is the foundational economy? 

The foundational economy is based on the idea that some goods and services are 
essential for a decent everyday life. It includes the provision of vital services such as health 
and social care, social security services, education, and waste collection and disposal. It 
also includes the production and distribution of food and medicines, and the provision of 
housing and utilities such as water, energy and broadband connectivity. The definition of 
the foundational economy has recently been expanded to include the so-called 
overlooked economy of local consumer services such as hairdressing, cafes and take-
away food outlets.  

The foundational economy is, however, much more than a new way of categorising 
economic activity.  While there are some significant flaws in the concept, it does have 
relevance for three key reasons. First, it is a part of the economy that is almost completely 
ignored in economy development activity.  While policy consideration is given to activities 
such as social care or public transport for their social benefits, it is rare that they are 
considered as economic sectors that contribute to Wales’ Gross Value Added, sustain 
business activity and create jobs. The coronavirus outbreak has highlighted the critical 
importance of some foundational sectors such as health care, food retailing and utilities.  

Second, the foundational economy is ‘grounded’ i.e. foundational goods and services are 
usually provided locally and cannot be relocated elsewhere.  Businesses that produce 
foundational goods and services are also often locally-owned, sometimes by small 
businesses which are committed to an area. Foundational economic sectors are therefore 
argued to be a better long-term prospect than footloose manufacturing or businesses 
headquartered elsewhere.  

Third, the availability of foundational goods and services is an integral part of a decent 
standard of living.  As such, the foundational economy has a social value over and above 
its economic value, although this social value is rarely measured. Boosting the 
foundational economy is therefore argued to have a dual benefit.  

3.2. The foundational economy in Welsh public policy 

Developing the foundational economy has become a key theme in public policy. The 
Welsh Government’s economic action plan initially focused on four foundational sectors 
- tourism, food, retail and care16 - in what was at the time a striking shift away from its 
previous emphasis on ‘growth sectors’.  Subsequent government statements indicate a 
shift away from those four sectors to embrace the whole foundational economy, 
covering a wider range of economic sectors including housing, energy and 

 
16 Welsh Government (undated) Prosperity for All: economic action plan  
https://gov.wales/sites/default/files/publications/2019-02/prosperity-for-all-economic-action-plan.pdf 

https://gov.wales/sites/default/files/publications/2019-02/prosperity-for-all-economic-action-plan.pdf
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construction.17 As a measure of its commitment, late in 2019 the Welsh Government 
allocated £4.5 million to a number of projects which were designed to test different 
approaches to supporting the foundational economy across a range of sectors.  

Despite the widespread support for the Welsh Government’s approach, there are some 
concerns that the Welsh Government is focusing on traditional approaches to economic 
development to support foundational sectors,18 that many foundational sectors have poor 
terms and conditions compared with others,19 and that an over-emphasis on foundational 
sectors risks key manufacturing activities being overlooked. 

3.3. Renewable energy in the foundational economy 

Renewable energy production is a core foundational economic activity. It is part of the 
‘pipes and wires’ providing essential services for people, and it featured strongly in the 
early thinking about the foundational approach. The proponents at that time favoured 
locally-owned energy generation in proven technologies rather than technologies such 
as tidal power or carbon capture and storage.20 

Despite its apparent centrality to the foundational concept, renewables have had a 
relatively low profile in Welsh approaches to the foundational economy. Renewable 
energy generation was not one of the initial priority sectors identified by the Welsh 
Government, has had only limited subsequent mention, and only one of the Welsh 
Government’s funded foundational economy projects considers renewable energy and 
even then as only one of a number of activities.21   

This may be a matter of ministerial portfolios, with renewable energy being the 
responsibility of the Minister for Environment. Nevertheless, with renewables being so 
central to the foundational approach, its omission from the mainstream of foundational 
activity seems to be a missed opportunity.   

  

 
17 Welsh Government (2019) The foundational economy, 25th November.  https://gov.wales/foundational-
economy 
18 Earle, J. (2019) What next for the foundational economy in Wales. 
https://www.iwa.wales/agenda/2019/02/what-next-for-the-foundational-economy-in-wales/  
19 Bevan Foundation (2020) Low Pay in the foundational economy, State of Wales briefing.  
20 Bentham, J. et al (2013) Manifesto for the foundational economy,   
https://hummedia.manchester.ac.uk/institutes/cresc/workingpapers/wp131.pdf 
21 Business Wales (undated) Foundational economy https://businesswales.gov.wales/foundational-
economy?_ga=2.234979461.524146390.1587543260-1006628864.1557403604 

https://gov.wales/foundational-economy
https://gov.wales/foundational-economy
https://www.iwa.wales/agenda/2019/02/what-next-for-the-foundational-economy-in-wales/
https://hummedia.manchester.ac.uk/institutes/cresc/workingpapers/wp131.pdf
https://businesswales.gov.wales/foundational-economy?_ga=2.234979461.524146390.1587543260-1006628864.1557403604
https://businesswales.gov.wales/foundational-economy?_ga=2.234979461.524146390.1587543260-1006628864.1557403604
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4. Large scale renewables in the foundational 
economy  

Positioning large-scale renewable energy generation as part of the foundational 
economy, and indeed as part of the wider development of the Welsh economy and 
society, enables the wider potential of renewables to be seen. Critical though it is to 
decarbonization, it is equally important to the local economy and local communities. To 
explore some of this potential the Bevan Foundation and RWE - formerly innogy - 
organised a discussion amongst stakeholders in February 2020. The rest of this section 
draws on that discussion to highlight some of the key ways in which the potential of the 
sector could be harnessed for economic and social benefit as well as environmental 
gains.  

4.1. Economic potential  

Understanding the potential of the renewable sector requires a different way of thinking 
about the development of the economy. Total employment in the low carbon and 
renewables sector in Wales is relatively small, at around 1 per cent of the Welsh 
workforce. The impact of onshore wind development on job creation is also modest, 
although the associated employment is skilled and well paid. Based on Renewable UK 
estimates for the economic impact of installed windfarm capacity,22 even a large 
installation such as Pen y Cymoedd in Neath Port Talbot generates only a few hundred 
jobs with fewer than 50 being in the immediate locality.  That said, given the location of 
windfarms in relatively small communities with limited job opportunities the increase in 
employment is nevertheless valuable.   

The sector has a far greater importance when considered against other economic 
measures which can be regarded as ‘co-benefits’ i.e. they are the spin-off benefits from 
renewable energy generation that can be captured and directed towards greater good.  

The major economic opportunity brought by renewable energy is through the supply 
chain. While there are now no UK-based manufacturers of wind turbines, wind farm 
development involves many other goods and services from specialist supplies to more 
common requirements such as civil engineering to plant operators to the production of 
steel and aluminum fittings and fixings.  There are also a wide range of high-value 
contracts placed with professional specialists during the development process, which is 
complex and can take several years. The scale of investment in renewable capacity is 
huge. The Pen y Cymoedd wind farm involved £365 million investment by Vattenfall, of 
which £220 million was spent in Wales.23  Similarly, Brechfa Forest West Farm represents a 
£100 million capital investment, with 70 per cent of the materials for the civils works 
being procured within just 30km of the site and 89 per cent of the labour for the civil 
works being from within 30km of the site.   

 
22 Max Munday, Gill Bristow, Richard Cowell (2011) Wind farms in rural areas: How far do community 
benefits from wind farms represent a local economic development opportunity? Journal of Rural Studies 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48359/5
229-onshore-wind-direct--wider-economic-impacts.pdf 
23 BBC News (2017) Pen-y-Cymoedd wind farm officially opens, 28th September 
https://www.bbc.co.uk/news/uk-wales-41417978 

https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48359/5229-onshore-wind-direct--wider-economic-impacts.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48359/5229-onshore-wind-direct--wider-economic-impacts.pdf
https://www.bbc.co.uk/news/uk-wales-41417978
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The supply chain effects are not necessarily realized automatically. Some smaller or local 
businesses may not have the skills or experience to bid successfully, whilst aspects of 
developers’ procurement processes may create barriers for local firms.  A 2013 study24 
estimated that a 10 percentage point increase in local sourcing could increase GVA by 
£46,100 per MWh and employment by 1.5 FTE. Conversely, failing to secure local sources 
could see these sums lost.   

Active management of the supply chain is therefore crucial, both to open up 
opportunities to local businesses as well as to support local businesses to be ‘tender-
ready’.  Several local authorities see these supply-chain effects as providing a major 
economic stimulus to their areas. Neath Port Talbot Council for example established a 
Local Supply Chain Support Package alongside the Vattenfall investment at Pen y 
Cymoedd, with considerable local benefits. Some have questioned the impact on the 
local economy in rural areas where there may not be local suppliers,25 but developments 
in the south Wales valleys are surrounded by numerous businesses able to provide many 
of the goods and services required.  

Clearly, as private organisations, renewable energy developers are able to determine who 
supplies them. The leverage that public authorities have is through the planning system: 
this is an established approach in housing that could be replicated in the field of 
renewable energy. However, as pressure on renewable developments has increased with 
the loss of subsidies developers increasingly have to balance possible additional costs of 
local procurement against the viability of the project. Maintaining viability might mean 
seeking permission for taller turbines with greater generating capacity. Nevertheless, such 
is the potential that several local authorities are in discussion with prospective developers 
about potential joint ventures in their area so that they can have an input into the shaping 
of the procurement process. Both the industry and local authorities anticipate more of 
this activity to happen in future.  

If the Welsh Government’s ambitions to increase renewable generation to 70 per cent of 
its consumption from renewable sources by 2030 are realised (and many argue that this 
target should be more ambitious) there will be substantial investment in capacity in the 
next ten years.  Not only will that stimulate the local economy in general but it has the 
potential to support precisely the types of business targeted by the Welsh Government’s 
foundational economy policies, namely small and medium sized enterprises that are 
locally-owned and controlled and which are rooted in the locality.  

4.2. Community benefit funds 

Community benefits refer to the wide range of different ways in which renewable energy 
companies share the value of their development with people in the locality of the 
development.  

Community benefits from wind installations in Wales have been considerable. The most 
common form of benefits and most high profile are community benefit funds. For 

 
24  https://www.renewableuk-cymru.com/wp-content/uploads/Wales-Onshore-economic-benefit.pdf 
25 Max Munday, Gill Bristow, Richard Cowell (2011) Wind farms in rural areas: How far do community 
benefits from wind farms represent a local economic development opportunity? Journal of Rural Studies 
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48359/5
229-onshore-wind-direct--wider-economic-impacts.pdf 
 

https://www.renewableuk-cymru.com/wp-content/uploads/Wales-Onshore-economic-benefit.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48359/5229-onshore-wind-direct--wider-economic-impacts.pdf
https://assets.publishing.service.gov.uk/government/uploads/system/uploads/attachment_data/file/48359/5229-onshore-wind-direct--wider-economic-impacts.pdf


11 
 

example, the Pen y Cymoedd development contributes £1.8 million a year until 2043 to a 
fund managed by an independent, community body while the much smaller Brechfa 
Forest West Wind Farm contributes over £490,000 a year to a fund managed by an 
independent enterprise agency. The priorities of local funds are determined by local 
representatives, but typically are fairly broad ranging from training and help for local 
schools to support for community groups that are taking over delivery of local services 
such as libraries, sports centres and social care projects. These are often complemented 
by the provision of benefits in kind (i.e. provided directly by the developer) benefits such 
as improvements to community facilities such as parks or public access.  

The further advantage of community benefit funds is that they are typically flexible and 
can support innovation. Very often they can encourage development of local 
sustainability, for example supporting local charities to create long-term income streams 
through commercial developments such as in tourism.  

Contributions to community benefits funds by developers are entirely voluntary and the 
amount contributed by developers varies. Looking ahead, the ability of renewables 
developers to support community benefit funds depends on the long-term viability of 
their projects. Pressures associated with the loss of subsidies could see developers 
reviewing their support for funds, or considering a flexible package of support. Indeed, the 
emerging requirements in respect of ownership could affect the funds available for 
community benefits – it may not be possible for viable projects to contribute to both.  

Community Benefit funds make a valuable if unrecognised contribution to the local 
economy, both by supporting local business development and, equally importantly, 
supporting community and voluntary activities that are outside the formal economy. 
These are no less valuable for being non-market activities and are seen by some 
commentators to be an important part of the foundational economy. In the absence of 
major philanthropists in Wales, the impact of benefit funds should not be underestimated. 

4.3. Local ownership 

The Welsh Government is committed to ensuring that 1 gigawatt (GW) of renewable 
electricity and heat capacity in Wales will be locally owned by 2030, and that all new 
energy projects (including off-shore and non-renewables) have at least an element of 
local ownership from 2020.26 Their aim is to retain more of the social and economic 
benefit created by future energy developments. 

Community energy has a high profile is currently too small to have a significant impact on 
either the economy or environment. Community energy companies operate small-scale 
locally-owned energy generation capacity, including solar, wind and hydro and can be 
found across Wales. Community energy generation is extremely modest – 50 GWh out of 
1,812 GWh.27 It would be unrealistic to expect community projects alone to deliver Wales’ 
post-decarbonisation power needs. 

 
26 Welsh Government (undated) Local ownership of energy generation in Wales – benefitting Wales today 
and for future generations https://gov.wales/sites/default/files/publications/2020-02/policy-statement-local-
ownership-of-energy-generation-in-wales.pdf 
27 Welsh Government (2019) Energy Generation in Wales 2018 
https://gov.wales/sites/default/files/publications/2019-10/energy-generation-in-wales-2018.pdf  

https://gov.wales/sites/default/files/publications/2020-02/policy-statement-local-ownership-of-energy-generation-in-wales.pdf
https://gov.wales/sites/default/files/publications/2020-02/policy-statement-local-ownership-of-energy-generation-in-wales.pdf
https://gov.wales/sites/default/files/publications/2019-10/energy-generation-in-wales-2018.pdf
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There are, however, other forms of community ownership, including ownership by local 
businesses, local authorities and other public bodies.  The output from these bodies has 
to date also been very small, despite those bodies operating a large number of 
installations, with the wider economic impact also being very modest.28 

Bigger benefits come with bigger projects and it is here that there are a number of 
interesting developments that are not yet captured in government statistics. Several Welsh 
public bodies are already developing renewable energy capacity, primarily driven by a 
need to offset their carbon emissions. Torfaen County Borough Council are adopting the 
full locally-owned model in their development of a solar park in Cwmbran which will 
generate 3MW, at a cost of £2.45 million.29 The development will offset 21 per cent of 
their carbon emissions, generate modest revenue and stimulate local suppliers. In Blaenau 
Gwent, the authority is marketing two council-owned sites to prospective developers 
with total possible capacity of 3.3 MW,30 while in Caerphilly County Borough Council the 
authority is in discussion with developers about possible joint ventures.   

Similarly, a group of social landlords are exploring a joint wind farm development. The 
driver is to offset their housing stock’s carbon emissions rather than generate electricity, 
as it is a more cost effective option than addressing the energy inefficiency in their 
properties.  Other social landlords are exploring other forms of renewables for similar 
reasons. However, in the longer term offsetting does not reduce emissions and eventually 
affects the revenue from generation.  

Shared ownership is another form of community ownership.  Investment could either be 
by individuals or groups of individuals, for example via co-operative. For example, RWE’s 
Alwen Forest development involves Community Energy Wales, with a view to a 
community co-operative having a 15 per cent share in the development. When the 
project is operating, the co-operative will receive a share of revenue at the same rate as 
the company, and in addition the project will contribute to a community benefit fund.  

Alternatively, public bodies such as local authorities and social landlords could have a 
stake in a wind farm, virtually owning one (or more) turbines on behalf of the community, 
receiving a return from their investment either as electricity or revenue. Local authority 
pension funds could also become active investors. With climate change having a visible 
impact on people in Wales through flooding and extreme weather, support for such 
investment could increase.   

The returns from community investment are variable and depend on a variety of factors 
including the proportion of electricity exported to the grid, generating capacity and future 
electricity prices.  Rates of return typically vary from 5 per cent to 10 per cent depending 
on annual average wind speeds31 and grid connection costs. An investment could 
therefore provide an income supplement for either individuals or a revenue stream for 

 
28 Welsh Government (2019) Energy Generation in Wales 2018 
https://gov.wales/sites/default/files/publications/2019-10/energy-generation-in-wales-2018.pdf 
29 Cooke-Black, S. (2019) Torfaen solar farm to cost £2.45 million, South Wales Argus 19th December 
https://www.southwalesargus.co.uk/news/18111698.torfaen-solar-farm-cost-2-45-million/ 
30 Blaenau Gwent Council (undated) Discover Energy Generation Opportunities in Blaenau Gwent 
http://democracy.blaenau-gwent.gov.uk/documents/s4363/Appendix%201.pdf?LLL=0 
31 Renewables First (undated) What would the return on investment be from a wind turbine? 
https://www.renewablesfirst.co.uk/windpower/windpower-learning-centre/what-would-the-return-on-
investment-be-from-a-wind-turbine/ 

https://gov.wales/sites/default/files/publications/2019-10/energy-generation-in-wales-2018.pdf
https://www.southwalesargus.co.uk/news/18111698.torfaen-solar-farm-cost-2-45-million/
http://democracy.blaenau-gwent.gov.uk/documents/s4363/Appendix%201.pdf?LLL=0
https://www.renewablesfirst.co.uk/windpower/windpower-learning-centre/what-would-the-return-on-investment-be-from-a-wind-turbine/
https://www.renewablesfirst.co.uk/windpower/windpower-learning-centre/what-would-the-return-on-investment-be-from-a-wind-turbine/
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communities or public bodies, however, this would not be without risk, particularly due to 
the exposure to fluctuations in wholesale electricity price as a result of removing 
subsidies.  

Justifying investment of all kinds may need decision-making criteria to change to include 
greater recognition of social value as well as economic value. Benefits such as training or 
support for the Welsh language could be included but rarely feature in cost-benefit 
decisions.  
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5. Conclusions 

The generation of renewable energy is set to increase markedly in the next decade if the 
Welsh Government is to achieve its carbon targets.  It will need to be taken forward in 
parallel with investment in the grid and in decarbonising heating and transport. There is 
also a drive to significantly increase local ownership of capacity to capture and retain in 
Wales the economic value generated by renewable installations.  

At the same time as having ambitious plans to decarbonize, the Welsh Government aims 
to strengthen and enhance the economy and labour market, a task all the more 
challenging given the economic outlook, and the challenges of automation and 
inequality. Growing the foundational economy is seen as one way of overcoming those 
challenges.  

Renewables have a vital contribution to make to both meeting carbon reduction targets 
and boosting the economy. While employment benefits are modest they nevertheless are 
of benefit, but it is in the supply chain that the greatest benefits are to be found. A 
development of the size of Pen y Cymoedd more than matches the investment in the 
A465 dualling from Brynmawr to Gilwern, providing opportunities for grounded 
businesses in the foundational economy.  

The size of renewables investment also brings opportunities for co-benefits for the 
community, both from creation of substantial community benefit funds and through 
partial or total community or public ownership of generating capacity. That said, the 
combination of the withdrawal of subsidies and high grid costs mean that delivery of both 
can be challenging.   

Some local authorities and social landlords are already exploring options for ownership of 
solar and wind farms, primarily to offset against their carbon emissions but also to 
generate some revenue and exert leverage in procurement. The potential to expand large 
scale public and community ownership or investment to generate a financial return is 
only just being explored, but has potential to be developed further.   In doing so, a 
balance needs to be struck to avoid any unforeseen or adverse consequences on the 
delivery of climate change goals, fuel poverty or inequality. 
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