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ANNEX B: UK Policy on end use energy efficiency of LAWH

This paper gives an overview of the current policy of the UK Government on electricity and gas end-use
efficiency and fuel switching in the domestic sector. This will include the institutional arrangements for
carrying out policy and the known effects of policy. The scope of the paper is limited to the equipment
types included as part of the CADENCE project: electricity-run Lights, Appliances and Water Heaters
(LAWH), and the institutional arrangements for implementing them. CADENCE also includes gas
appliances in these sectors, but they are not included here. For detailed information about energy
consumption of LAWH in the UK, see Appendix F.

1.1 INSTITUTIONAL ARRANGEMENTS FOR IMPLEMENTING POLICY
It is not easy to get an overview of the institutional arrangements for implementing policy. There are a
large number of programmes with criss-crossing institutional involvement and responsibilities. In its 7th

Report, the House of Commons Environmental Audit Committee (1999) expressed reservations about the
current set-up for promoting energy efficiency: “There are a plethora of programmes and sources of
funding for energy efficiency, such that it is difficult to assess the extent or the adequacy of the whole
package in terms of either the social or environmental objectives.” It concluded, “the Government needs
to reassess its many different programmes for promoting energy efficiency to achieve a simpler,
streamlined and more efficient approach”.

The approach taken here is to describe the field in terms of the institutions that have primary
responsibility for the implementation of a particular programme.

1.1.1 Central government
Central government defines the framework for promotion of energy efficiency in the UK. Within central
government, the key institutions concerned with the formulation and implementation of policy are the
Department of Environment Transport and the Regions (DETR) and the Department of Trade and
Industry (DTI). A number of other government departments also have interests in and/or influence the
area such as the Treasury through VAT levels.

The DETR is responsible for energy efficiency, including the promotion of CHP. Energy efficiency is
part of the Environment Minister’s brief (Michael Meacher), supported by a junior Minister
(Parliamentary Under-Secretary Lord Whitty of Camberwell). It is worth noting that the phrase is ‘energy
efficiency’ rather than ‘energy conservation’. Jones (1995) observes that the emphasis of policy has
moved from energy conservation in the 1970s to energy efficiency in the 1980s and 1990s, and that
energy efficiency is seen as more important in the 1990s relative to the 1980s as a result of increased
political attention to the unsustainable use of energy-related environmental services.

The DTI is responsible for energy supply, including renewable energy sources, and has a Minister for
Energy (Helen Liddell - Minister for Energy and Competitiveness in Europe). The DTI is important
through its responsibility for utility regulation which, as will be explained below, has been the most
important source of funding for electric end-use energy efficiency over most of the last decade. It is also
important because of its responsibility for promoting UK manufacturing industry. This means that where
it sees energy efficiency regulations as contrary to the interests of UK industry, it may oppose them.

The DETR is organised into groups, under which fall different directorates and further sub-units of
various types. It is the responsibility of the Energy Environment and Waste Directorate (EEWD), one of
three sister directorates under the Environmental Protection Group, to promote energy efficiency.
However, other actors in the DETR, and other parts of Government, have interests in energy efficiency
and influence the actions of the Environment Minister. The Global Atmosphere Division, responsible for
climate change strategy, comes under another directorate in the Environmental Protection Group, the
Environment and International Directorate (EID). A good overview of the administrative situation was
given in the House of Commons Environmental Audit Committee’s 7th report (House of Commons
Environmental Audit Committee, 1999).



A number of programmes and legal instruments have been created to promote energy efficiency in the
UK. Their implementation is usually delegated to institutions outside central government. The most
important of these institutions are the privatised energy utilities (overseen by the DTI), the Energy Saving
Trust, and local government (both overseen by the DETR).

1.1.2 Public service obligations on utilities
When the gas industry and the electricity industry were privatised, the Government established an
economic regulator for each: the Office of Gas Regulation (Ofgas) and the Office for Electricity
Regulation (Offer), each headed by a Director General in whom the duties and powers were formally
vested. Both regulators had a secondary duty to promote efficient end use and were given powers to set
Standards of Performance (SoP), obligations on defined categories of utility companies to encourage and
assist consumers to make energy savings (DETR, 2000). In 1999, the regulatory functions for gas (Ofgas)
and electricity (Offer) were brought together in the Office of Gas and Electricity Markets (Ofgem),
headed by a Director General of Electricity and Gas Supply (Callum McCarthy).

The funding arrangement for SoP grew out of contemporary discussions over an E-factor for gas supply,
to enable expenditure on end-use efficiency to be passed through to consumers. This was introduced in
April 1992 for gas, and a similar arrangement was included in the price of electricity from April 1, 1994.

The funds generated were to be administered by the Energy Saving Trust, announced by the Government
in May 1992. However, in 1994 the new Director General of Gas Supply, Claire Spottiswode, severely
curtailed the EST’s strategic plan for the seven years to 2000/1, by declaring that the costs relating to the
gas efficiency schemes were unacceptable. These amounted to £800m, or £45 per customer over the
period, to be passed through to customers (Ofgas, 1994). The Director General of Electricity Supply did
allow a levy of an average of £1 per customer to go ahead. The effect on customers varies according to
the size of the bill: about 0.25% increase in the unit price of electricity (NAO, 1998). The first two rounds
of SoP, referred to as SoP1 (1994-98) and SoP2 (1998-00) did not, therefore, include the gas industry
beyond a small amount of funds committed under SoP1.

During 1999, Ofgem consulted on a third round of SoP, which was finalised by early 2000. SoP3 is an
interim arrangement to continue work on the efficient use of electricity under existing arrangements, and
to begin work on gas in advance of the Utilities Bill, which is not likely to come into force before 2001.
Under SoP3, the £1 tariff on each customer will be adjusted to £1.20 to take account of inflation. Only
suppliers with 50,000 customers or more will have an energy saving target unless they are a second tier
electricity supplier affiliated to a Public Electricity Supplier. While SoP1 and SoP2 included small- and
medium-sized enterprises, SoP3 will focus on domestic consumers. However, since suppliers may raise
some of the funds to cover the costs of projects through energy charges to smaller customers, they are
also allowed to provide some energy efficiency assistance to small businesses (Ofgem, 2000). The EST
has estimated that SoP3 will save about 5050GWh electricity and 6200 GWh gas over the lifetime of the
measures (8MtC), at a cost of £110m over the fuel bill and an additional £40m in third party funding
(Ofgem 2000).

Under the Utilities Bill it will be the Government rather than the regulator which sets the Standards. This
will apply to SoP4 (2002-2005) currently (early 2000) being consulted on (DETR, 2000). It is likely that
there will be a significant increase in funding: £3.60 per fuel per customer per annum (DETR 2000), in
the order of £486m over the fuel bill alone for the whole period.

Although this is a very significant increase in funds, its political significance can be put into perspective
by comparison with the Non-Fossil Fuel Levy (NFFL), levied on the bill of all electricity consumers since
1990. It was set up in 1989, in connection with the privatisation of the electricity industry, to support the
nuclear industry. NFFL was initially set at 11%, decreasing to around 2.2% by 1997 (Elliott, 1997). From
April 1998 the nuclear part of NFFL has been phased out and what remains is the very small NFFL for
renewables (<1%).  Over the period 1990-2000, £9,525m was raised: £8,679m went to the nuclear
industry and £752m to renewables (Mitchell, pers. comm., 2000).



Table 1 gives the estimated available funding raised over the fuel bill, the target savings, the life-time
savings from completed rounds, and the projected life-time savings from approved schemes.

Table 1: SoP funding, targets and estimated savings

Available
funding (£m)

Target
(TWh)

Discounted life-time
savings from completed
schemes (TWh)

Projected discounted life-
time savings from
approved schemes (TWh)

SoP 1: 1994-981 101.7 6.1 6.7 -
SoP 2: 1998-00 48.1 2.7 - 2.9
SoP 3: 2000-02 110.0 7.22 - -
SoP 4: 2002-05 486.0 50.0 - -
Source: DETR (2000); Ofgem (1999a) based on EST; Ofgem (1999b); Ofgem (2000)

So far most SoP funding has been directed at schemes to promote CFLs, 33%, followed by cavity wall
insulation at 27%. Much less was spent on the other LAWH sectors (Table 23). SoP money is
administered through the participation of customers, local authorities and others. Through this, another
£39.2m was invested in energy efficiency measures. When this additional funding is taken into account,
the emphasis on lighting is even more pronounced, accounting for 40% of all expenditure, with cavity
wall insulation accounting for 23%.

Table 2: SoP 1 expenditure of funds raised through the electricity bill by PES

SoP 1 Expenditure (£m) Expenditure (%)

Domestic efficient lighting 31.9 33
Domestic efficient refrigeration 6.0 6
Other domestic appliances 1.1 1
Water heating related measures 6.9 7
Total measures related to LAWH 45.8 47
All measures 97.7 100
Source: www.est.org.uk

Under SoP3, companies will have discretion over the mix of measures which they carry out, however the
major electricity suppliers have agreed to aim for at least 12% of their targets through appliance schemes
(Ofgem, 2000). Fuel switching projects will continue to be limited to 25% of overall savings.

1.1.3 Energy Saving Trust
The EST is probably best described as a quango. It commenced its activities in 1993. The programmes of
the Trust are aimed at developing the infrastructure of energy efficiency, raising awareness, and creating
incentive programmes to encourage uptake of measures (House of Commons Environmental Audit
Committee, 1999). There are two main sources of funding for the activities of EST: direct funding from
the DETR, and SoP. For the sake of clarity, the two are described separately.

Substantial funding from the DETR, then the Department of the Environment, appears to have only
become available in 1995, when the Trust became a body that could receive financial assistance from
central government under the Environmental Protection Act of 1990 (Jones, 1995). Over 1995-2000, the
                                                     
1 Schemes completed to 30 June 1999. 4 out of 508 schemes are still outstanding (Ofgem, 1999a).
2 Ofgem (2000) adopts a saving target for SoP3 of 5.1TWh of electricity and 6.2TWh of gas. To compare this with
the figure for SoP4 given in DETR (2000) which is adjusted for the different primary fuel content of the two fuels,
the SoP3 figure has been similarly adjusted: (5.1*1) + (6.2*0.35) = 7.2TWh.
3 This does not amount to the 101.7m shown in Table 1 since not all funds were spent, as of early 2000.



Government will have provided £82m for the Trust. Of particular interest in the context of LAWH are the
Energy Efficiency awareness campaign, the condensing boiler scheme, the management of the EEAC
network (out-sourced to the National Energy Foundation) and HECAction. However, none of these have a
substantial appliance focus.

The EST advises Ofgem on the energy saving targets set for each company, evaluates all projects to
ensure compliance, assists in the development of projects in association with the PES, and develops and
manages national projects on behalf of PES (www.est.org.uk). It is up to the PES how much SoP funding
goes through the EST for national schemes, and how much they use to implement their own local
schemes. This means that there is a degree of uncertainty for the EST over how much funding it will
receive from one year to the next.

The House of Commons Environmental Committee has recently praised the work of the Trust: “There
was no dissent in our evidence from the view that the work by the Trust was of high quality and
demonstrated an excellent use of resources”. It recommended that targets should be provided for the
Trust’s activities, perhaps on a programme by programme basis.

1.1.4 Energy Efficiency Advice Centres
Set up in 1993, the EEAC4 are part funded by the DETR, local authorities and other sponsors. They are
managed by the EST, although this governance has been contracted out to the National Energy
Foundation. The network of 46 local advice centres gives free advice to public and private sector housing
and small businesses in their areas. In the 12 month period to September 1997, around 130,000 clients
were advised (New Perspectives/BMRB, 1997). According to the EST web site, the plan is that each
EEAC should cover a population of about 500,000. This implies that the number of EEAC will increase
to 112. Although the network gives advice on lighting and water heating, little advice is given on
appliances.

1.2 LOCAL GOVERNMENT

1.2.1 Home Energy Conservation Act 1995
The Home Energy Conservation Act of 1995 requires Local Authorities that are Housing Authorities (in
the UK) to report annually on energy conservation in their area to establish a strategy for making 30%
improvements on the 1996 baseline by 2010. For the purposes of the Act, these are referred to as Energy
Conservation Authorities. While the requirements for Housing Authorities came with no new money
attached, the Government has argued that new money has been made available to Housing Authorities
through various property improvement programmes, £760m of which could be spent on energy efficiency
aspects of housing improvements made (House of Commons Environmental Audit Committee, 1999). At
the end of March 1998, savings of 2-2.5% on the 1996 base-case appeared to have been made (House of
Commons Environmental Audit Committee, 1999). The assessment of savings is based on the Standard
Assessment Procedure (SAP - explained below) which includes the building envelope and heating system
but does not include information on lights and appliances.

HECAction
This scheme is, as the name suggests, an offshoot of the HECA scheme. It is funded by the DETR, which
has delegated its operation to the EST. Energy Conservation Authorities bid competitively for funding for
their energy conservation plans drawn up under HECA. According to the EST, 7,000GWh has been saved
during the lifetime of all the schemes.

                                                     
4 Until 1997 EEACs were known as Local Energy Advice Centres (LEACs).



Table 3: Funding under HECAction

Financial year £ No. of Energy Conservation
Authorities supported

1996-97 5,637,000 72
1997-98 3,151,000 61
1998-99 3,072,000 94
Total 11,860,000 169
Source: www.est.org.uk

Although so far there has been generally little work on appliances under this scheme, the Vale of White
Horse is an exception, suggesting there is scope for more work in this area.

1.2.2 Building Regulations
Building regulations are set nationally and implemented locally. The building regulations are currently
undergoing revision, and proposals will go out for public consultation in early 2000. These are likely to
include measures to encourage the use of CFLs; such requirements to include a specified number of
dedicated fittings in a property.

1.3 OTHER ACTORS

1.3.1 Energy Action Grants Agency
The Energy Action Grants Agency (EAGA) is a private organisation. It has been administering the
Government’s main programme for tackling fuel poverty, the Home Energy Efficiency Scheme (HEES).
HEES started in 1991 and provides grants for energy efficiency improvements in low-income households.
It is thus not directly an energy efficiency programme as its principal objectives are social and about
providing households with energy services of which they, by definition, are short. The take-back effect
can therefore be assumed to be large, depending on the initial temperature of the home. From June 2000,
the revised scheme ‘New HEES’ will focus on the owner-occupier and private rental sectors and will be
managed on a regional basis. EAGA will be responsible for the North, West and South, while Eastern
Electricity will be responsible for the East.

Although CFL give-aways have been part of HEES since July 1997, so far HEES has not included many
measures in the LAWH sectors. With New HEES, and New HEES Plus, this is going to change. In its
consultation paper ‘Fuel Poverty: the New HEES’, DETR included hot water tank insulation, CFLs,
electric dual immersion water heater with foam insulated tank, time controls for electric space and water
heaters, and central heating through either electric or gas systems. The inclusion of electricity measures,
including for space heating, is worrying, as electric appliances are more expensive to run than gas
appliances, and result in far higher CO2 emissions. Funding for 2000-02 will be £300m (DETR, 1999).

1.4 POLICY DIRECTED AT INDIVIDUAL EQUIPMENT GROUPS
In this section the overall importance of UK activity is examined for each of the LAWH sectors.

1.4.1 Cold
Since the mid-1990s, the EST has carried out a variety of subsidy schemes, promoting more efficient cold
appliances on behalf of the utilities under SoP1 and SoP2. In total, 120,000 refrigeration appliances had
been subsidised by March 1999 (EST, 1999). Most of these were administered through the Fridgesavers
scheme, aimed at low-income households; providing a new efficient refrigerator or fridge-freezer very
cheaply in exchange for an old one. However, the cold appliances subsidised were not necessarily A-
rated, and frost-free appliances were not excluded from participation. For comparison, nearly 2.8m cold
appliances were sold in Great Britain in 1998.



1.4.2 Wet
So far the main focus of the EST’s work on domestic appliances has been refrigeration equipment.
However, since about 1997/98, the Trust has overseen SoP funded schemes to promote A-rated washing
machines. These are however, limited in scale, so that by early summer 1999 schemes approved did not
exceed 8,000 (Ofgem, 1999a). Nearly 1.8m washing machines were sold in Great Britain in 1998.

1.4.3 Consumer electronics
Until recently there have not been any national policy activity schemes directed at the consumer
electronics sector. However, the Consumer’s Association recently (as of the end of 1999) completed a
database of energy consumption of over 100 TVs tested for the DETR’s Market Transformation
Programme. Databases for a number of other consumer electronics products are expected in the near
future. The purpose of the databases is to provide a transparent ranking of energy consumption so that any
interested actor (e.g., consumer group, individual consumer, retailer, other manufacturers, government,
etc.) can easily view the range on the market. It is expected that greater transparency will encourage
manufacturers to aim for best practice.

It should be noted that the introduction of digital TV is likely to result in an increase in this sector of
5TWh by 2010, from virtually 0TWh in 1998. This is because TVs require receiver decoders to be able to
show programmes transmitted in digital signals. 5TWh is the target savings from SoP3.

1.4.4 Lighting

Bulbs
By March 1998, at the end of SoP1, about 7.9m CFL lamps had been subsidised under schemes overseen
by the EST (Table 4). Assuming that all of these were installed and working, this would account for 50%
of CFLs installed in UK homes in 1997.  A more realistic figure is probably 40-45%, taking into account
breakage and non-installation (Table 5).

Table 4: Overview of CFLs distributed through schemes overseen by EST 1993-1998

No. of CFLs No. of CFLs
National schemes before SoP Oct93-Dec94 1,750,000
National schemes under SoP Oct94-Mar97 2,000,000
Regional Electricity Company schemes under SoP 94-Mar98 3,797,150
HEES schemes funded through SoP 94-96 813,770
Total distribution through SoP 94-98 6,610,920
Total via EST approved schemed October 1993-March 1998 8,360,9205

Source: ECI analysis based on Oxley (1994); Rowbury (1995); Sadler (1994; 1995; 1996a; 1996b;
1997a; 1997b).

Table 5:  % of CFLs in UK households subsidised in schemes overseen by the EST

1997
UK households  24,116,326
% with CFLs 23%
No. CFLs per owning households                3
Total no. CFLs in UK households  16,640,265
No. CFLs distributed by EST overseen schemes Oct93-Mar98 8,360,920
% CFLs in UK households distributed through EST overseen schemes 50%
Source: ECI analysis based on Oxley (1994); Rowbury (1995); Sadler (1994; 1995; 1996a; 1996b;
1997a; 1997b); Palmer et al., (1998), DECADE model.

                                                     
5 This is higher than the figure given in Lower Carbon Futures due to additional information.



It is expected that nearly 2.6m additional CFLs will be distributed through schemes overseen by the EST
during the financial years 1998-2002 under SoP3, bringing the total to nearly 11.3m. Research (Sadler,
1997) shows that both awareness and ownership of CFLs have risen during the period although it is not
possible to say what the reference case development would have been.

Table 6: Developments in awareness and ownership of CFLs, GB

Summer 1994 (%) Spring 1997 (%)
Awareness 58 78
Ownership 11 23
Source: (Sadler; 1997)

Fittings
The EST has also been running a scheme to promote domestic low energy luminaires that will only take
CFLs. By June 1999, schemes had been approved to subsidise the sale of 25,000 light fittings, by
including the bulb free of charge (Ofgem, 1999a).

1.4.5 Cooking
No UK-only market transformation work is taking place on cooking appliances. However, the DETR has
funded UK participation in a European study in preparation for labelling of gas and electric ovens.

1.4.6 Water heating
The promotion of condensing boilers was one of the first programmes of the EST when it started in 1993.
Since then a number of water and space heating measures have been promoted, including insulating for
hot water tanks (57,000 between 1993 and 1999, according to EST - 1999). Table 7 shows condensing
boiler subsidies undertaken between 1996 and 2000. Although a relatively large proportion of condensing
boilers on the market were subsidised, the proportion of the total boilers market thus subsidised in the
financial year 1997-1998 was about 2%.

Table 7: EST condensing boiler subsidies 1996-2000

Year No
1996-1997 6,000
1997-1998
1998-20006

Projected total

9,200
27,000
42,200

Source: IER (1998)

1.5 CONCLUSIONS
DECADE (1997) proposed a policy strategy that could save 2.7MtC in the UK by 2010 through a
combination of EU and national level policy instruments on domestic electric lights and appliances. The
strategy was based on a set of decision criteria that included certainty of energy and CO2 savings,
minimum cost to stakeholders, equity, and political acceptability. The cost to the UK taxpayer was
estimated at £2.7 billion. These funds were mainly to be spent on building up the market for new highly
efficient technologies, through procurement programmes and subsidies in preparation for EU minimum
standards that, after a suitable interval, would make the target efficiency levels the market norm. This
policy potential has now shrunk to only 2MtC by 2010 (see main report) since, rather than starting in
1998, it is now assumed (for modelling purposed) that the programme would begin in 2000. The scale of
UK programmes has been much smaller than would be necessary to build up the market in this way, even
                                                     
6 Projected figures



in the lighting sector. While the initiatives so far on LAWH will save energy, they are not likely to result
in permanent transformation of markets towards more energy efficient products (see main report and
Appendix D for an analysis of the EU situation).

UK policy has focused on lighting, and to a much lesser extent on cold appliances; these are the sectors
within LAWH where the greatest savings can be made. However the rise of digital technology, the
domestication of the PC and the internet mean that the consumer electronics sector is in need of urgent
action. It is not clear where this will come from within the current network of programmes in the UK.
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