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What I’ll try and cover in 12 
minutes 
 Why do we use macro-economic arguments when 

making the case for energy efficiency 
 What a single market model can show 
 Why this isn’t enough 
 What ‘extensions’ are possible and useful 
 What are the gaps in the current discourse 

 



Bottom-up models to assess 
investment need in archetypes 

 



House scale models can be scaled 
up to see ‘macro’ consequences 



But is this catching the zeitgeist? 
 UK has a budget deficit of £80bn this year 
 The energy efficiency lobby argues that energy 

efficiency has +ve NPV, shooting itself in the foot 
 Government policy is to address market failures: e.g. 

household access to capital  Green Deal  
 Why should government pick up £5 notes lying on 

floor and hand them to able-to-pay customers 
 Indeed present UK Government  doesn’t want to pay 

for fuel poor either. 



Arguments for public interventions 
Market for energy 

efficiency  

Reducing inequality 
between households 

 
Carbon reduction 

externality 

Reduced imported gas 
 

Efficiency in other 
markets  

Anti-cyclical demand 
  



Reducing gas use reduces inequality 
and boosts local consumption 

Office for National Statistics data from 2006 



Imports of gas have grown and 
raise security of supply worries 



Spending on energy efficiency can be 
counter cyclic with economic cycle 
UK spending on new house construction (X-axis) and renovation and 
maintenance (Y-axis) between 1985-Q1 and 2007-Q3 (£m - constant 2000 prices)  



Improved energy efficiency aids 
global competitiveness  

Eurostat data, 2005 



But energy intensive industries not 
a major employer 

Eurostat data, 2005 



Possible gaps in our thinking 
 Effects of improved efficiency on prices of finished 

goods and services 
 Use of short-term programmes of energy efficiency to 

address lack of aggregate demand 
 Use of energy taxes to correct the rebound effect 
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