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•  “[It] will be a revolution. […] The most ambitious energy-saving plan ever put forward. A 
once-and-for-all retrofit that will make every home in Britain ready for a low-carbon 
future.” (Huhne 2010) 

•  “The biggest home improvement programme since World War II” (Huhne 2010) 

•  “Europe’s most innovative and transformational energy efficiency programme” (Barker 
2010) 

A very ambitious policy 



© Ricardo-AEA Ltd Ricardo-AEA in Confidence 3 

1)  A changing policy landscape 
2)  Impact of policy changes 
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Content of presentation 
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A changing policy landscape 
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Shift from Exchequer funded and mandated 
energy efficiency to self funded 
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Green Deal / ECO design turns past experience in 
energy efficiency policy on its head 

Energy efficiency 
obligations 

Loan schemes 

International 
experience 

Low cost measures High cost measures 

Green Deal/ECO High cost measures Low cost measures 
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A recapture of what happened since 
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Price freeze announced in Sep 2013 
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Energy companies blame energy efficiency 
levies for price increase in Oct 2013 
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‘Green crap’ debate in Nov 2013 
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Government response in Dec 2013 –  
costs of ECO reduced by 2/3 
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Green Deal Home Improvement Fund announced 
in May 2014 
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Green Deal Home Improvement Fund closes after 
just six week in July 2014 
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Impact of policy changes (1) 
 
Based on evaluations (ex-ante and ex-post) 
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Steep increase of energy savings from past 
energy efficiency obligations 

Source: Rosenow 2012 
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Ex-ante evaluation indicated significant reduction 
of efforts 

Source: Rosenow and Eyre 2012 



© Ricardo-AEA Ltd Ricardo-AEA in Confidence 18 

At current levels the Green Deal and ECO will 
achieve just 14% of previous energy efficiency 
programmes 

Source: Rosenow and Eyre 2012, 2014, DECC 2015 
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Impact of policy changes (2) 
 
Based on number of insulation measures 
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Insulation measures installed since 2008 dropped 
significantly since 2013 

loft: -90%, cavity: -62%, solid: -57% (average per year 2013-2015 compared to 2012) 

Source: Climate Change Committee 2014 and DECC 2015 
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Bottom-up calculated energy savings based on top 3 
insulation measures also indicate sharp decrease of energy 
savings of more than 75% 

Source: authors’ calculations 
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Roadmap for recovery 
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•  interest rate of a Green Deal loan at 7% is 
deemed commercially attractive against 
comparable unsecured loan 

•  households more likely to compare the Green 
Deal interest rate to that of their mortgage or to 
high street loans 

•  interest rate needs to be set closer to 3% or less 
in order to appear attractive (see research by 
Ipsos MORI, 2011) 

Reforming the Green Deal: 
 
 
1) Modifying the interest rate 
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•  Golden Rule limits amount of Green Deal 
finance:  
repayments must not be greater than 
savings 

 

Reforming the Green Deal: 
 
 
2) Relaxing the golden rule 
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•  Golden Rule limits amount of Green Deal 
finance:  
repayments must not be greater than 
savings 

 
•  Proposal: allow households to take out 

more Green Deal finance even it costs of 
repayments exceed energy savings 

•  DECC already consider this 
 

Reforming the Green Deal: 
 
 
2) Relaxing the golden rule 
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Reforming the Green Deal: 
 
 
3) Shifting the emphasis 
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Reforming the Green Deal: 
 
 
3) Shifting the emphasis 
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•  Analysis by Climate Change Committee (2014) shows 
that: 
–  There are still 4.5 million cavity walls of which 1.6 

million are easy to treat. 
–  >10 million easy-to-treat lofts could benefit from 

additional top-up. 

Reforming ECO: 
 
 
1) Support remaining potential of lower cost insulation measures 
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•  Little support for non-insulation measures left, particularly 
electricity saving technologies (LEDs etc.). 

•  Energy Efficiency Obligations promoted more than 30 
million energy efficient appliances in the past. 

Reforming ECO 
 
 
2) Support non-insulation measures 
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•  Utility-funded programmes generally regressive 
on the revenue-raising side as every customer 
pays the same regardless of income. 

•  Argument for using Energy Efficiency 
Obligations mainly for low-income customers or 
even better those in fuel poverty. 

•  Main fuel poverty programme funded through 
general taxation has been terminated. 

•  Energy Efficiency Obligations could fill the gap. 

Reforming ECO 
 
 
3) Low-income households 
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Conclusions 
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•  The policy changes have been significant and represent the most radical shift in the 
history of energy efficiency policy. 

•  The impacts of the change have been profound and resulted in a sharp decline of 
energy savings. 

•  Cosmetic modifications and additional pots of funding are unlikely to reverse the current 
trend. 

•  Substantial policy reform is needed to get back to previous levels of activity. 

Conclusions 
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