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Introduction to the views of ACE 

The Association for the Conservation of Energy (ACE) is a lobbying, campaigning and 
policy research organisation, and has worked in the field of energy efficiency since 
1981. Our lobbying and campaigning work represents the interests of our membership: 
major manufacturers and distributors of energy saving equipment in the United 
Kingdom. We are members of the Scottish Fuel Poverty Forum; Stop Climate Chaos 
Scotland and the Existing Homes Alliance Scotland. We welcome this opportunity to 
submit evidence to the Scottish Parliament Finance Committee. 

Summary 

1. Fuel poverty1 has a damaging negative impact on the quality of life and the physical 
and mental health of those who suffer from it. This has profound negative impacts on 
those suffering from fuel poverty, but also significant cost burdens on the NHS. 

2. Fuel poverty is a product of low incomes, high fuel prices and energy inefficient 
homes. The most effective way to eradicate fuel poverty is to increase the energy 
efficiency of the home. 

3. The Scottish Government energy efficiency programmes, which include the Energy 
Assistance Package (EAP), Universal Home Insulation Scheme (UHIS) and Boiler 
Scrappage Scheme, suffered a 32% reduction in budget from £70.9m in 2010-11 to 
£48m in 2011-12. 

4. The Scottish Government has a statutory requirement to end fuel poverty by 2016 
and to reduce greenhouse gas emissions by 42% by 2020. It will fail to meet these 
targets unless domestic energy efficiency investment is increased. 

5. We are therefore calling for the Scottish Government energy efficiency programmes 
to be funded to a minimum level of £170m per year. 

Definition of ‘preventative spending’ 
The Committee in its call for evidence does not define „preventative spending‟, but the 
previous Finance Committee, in its 2011 budget enquiry defined it as,  
 

“Public spending […] focussed over the longer term on trying to prevent, rather 
than deal with, negative social outcomes.”2 

 

                                            
1
 The Scottish Government defines fuel poverty as follows: “A household is in fuel poverty if, in order to 

maintain a satisfactory heating regime, it would be required to spend more than 10% of its income 
(including Housing Benefit or Income Support for Mortgage Interest) on all household fuel use.” 
2
 Scottish Parliament Finance Committee (2011) Report on preventative spending 

available online: http://www.scottish.parliament.uk/s3/committees/finance/reports-11/fir11-01.htm 



ACE agrees with this definition. We submit that increased investment in energy saving, 
particularly in domestic housing, can help to prevent, rather than simply to deal with, a 
host of negative social outcomes. 
 
Preventing negative social outcomes 
There is substantial evidence that fuel poverty and the cold, damp homes associated 
with fuel poverty, cause negative social outcomes. As the Scottish Government‟s own 
Fuel Poverty Statement makes clear,  
 

For individuals and households, the main negative impact of fuel poverty is its 
damaging effects on quality of life and health.3 

 
These negative impacts include both physical and mental health problems including 
circulatory and cardiovascular problems; depression and anxiety. Indeed, the UK Fuel 
Poverty Strategy lists a total of 238 fuel poverty impacts on health4. 
 
There is substantial evidence that tackling fuel poverty can reduce incidence of these 
negative social outcomes and can therefore improve people‟s life chances at the same 
time as reducing demand on the NHS. 
 
For example, a recent report for the UK Public Health Association found that fuel 
poverty interventions (loft and cavity wall insulation, replacement boilers and new 
central heating systems) delivered gains in quality adjusted life years (QALYs) of 
between 1.67 and 31.16. The study found the value of each QALY gained ranged 
between £64,000 to £653,800: well above the NHS threshold of £20,000 per QALY 
considered to be cost-effective5. 
 
It is clear therefore that investment in tackling fuel poverty is a highly cost-effective 
health investment, but there is no evidence the health directorate within the Scottish 
Government recognise this fact. Indeed, the last fuel poverty budget was slashed by 
nearly 30% at a time when the number of Scots in fuel poverty is rising. 
 
Further evidence on the opportunities for preventative spend to tackle fuel poverty 
comes from work done by Friends of the Earth Scotland, who found that by helping 
eliminate fuel poverty, home energy improvements could prevent an estimated 180,000 
cases of anxiety and depression each year, and by cutting the incidence of asthma and 
respiratory problems, they could reduce the number of children and working adults 

                                            
3
 Scottish Executive (2002) Fuel Poverty Statement 

Available online: http://bit.ly/mYwhwb 
4
 DTI (2001) The UK Fuel Poverty Strategy, available online: 

http://bit.ly/n0ELFF 
5
 Dr Anthony Threlfall (2011) Understanding the costs and benefits of fuel poverty interventions: A 

pragmatic economic evaluation from Greater Manchester [Greater Manchester Public Health Practice 
Unit] 
available online: http://bit.ly/oBHiXA 

http://bit.ly/mYwhwb
http://bit.ly/n0ELFF
http://bit.ly/oBHiXA


taking time off for illness by 15 and 25% respectively6. Meanwhile the Scottish 
Association for Mental Health estimates the cost of mental ill-health at £8.6bn per year7, 
so even a small reduction in current mental ill-health could have a substantial benefit.  
 
Scotland's homes account for about a quarter of our greenhouse gas emissions and a 
staggering third of all households in Scotland are in fuel poverty8. The misery of fuel 
poverty must be addressed by a long-term commitment to funding home energy 
retrofits. Spending on home insulation prevents people from having to live in cold, damp 
homes, incurring numerous health and social problems. According to the Fuel Poverty 
Advisory Group for England, for every £1 spent on fuel poverty, 42p is saved by the 
NHS. The group also reported that tackling fuel poverty will improve local economic 
activity, particularly in deprived areas where money not spent on fuel bills will find its 
way into the local economy.9  
 
Positive benefits of preventative spending 
Demand reduction has benefits in itself: research by the Association for the 
Conservation of Energy has found that reducing emissions from Scotland‟s homes by 
42% by 2020 would create or safeguard 10,000 jobs and deliver a £4bn boost to the 
Scottish economy10.  
 
Questions posed by the committee 
Turning to the questions posed by the committee, we have restricted our response to 
questions 1, 2, 4, 5 and 7 since the remaining questions fall outwith our remit. 

1. What spending commitments and priorities  would you like to see in the 2012-
13 draft budget and spending review in order to ensure that progress is being 
made on preventative spending and, in particular, Early Years intervention? 

 
As our preliminary remarks above make clear, investment in ending fuel poverty will 
have knock-on benefits in reducing health expenditure. It is therefore essential that 
sufficient resources are committed to improving the energy efficiency of our existing 
housing stock to ensure that the 2016 fuel poverty and 2020 climate change targets are 
met. The Scottish Government estimated in 2009 that £16bn worth of investment was 
required between then and 2020 to meet those targets in existing housing11, of which 

                                            
6
 Somerville et al. (2000) Housing and health: does installing heating in their homes improve the health of 

children with asthma? 
http://www.ncbi.nlm.nih.gov/pubmed/11114752 
and Howden-Chapman et al.(2007) Effect of insulating existing houses on health inequality: cluster 
randomised study in the community, http://www.bmj.com/content/334/7591/460.full  
7
 SAMH (2005) What’s it worth? The Social and Economic Costs of Mental health problems in Scotland 

8
 Latest figures from 2009: http://www.scotland.gov.uk/Publications/2010/11/23125350/4  

9
 Fuel Poverty Advisory Group (2009), Eighth Annual Report, http://bit.ly/rbBKzE  

10
 Association for the Conservation of Energy (October 2009) New report finds energy saving could create 

10,000 jobs in Scotland  Available online: http://bit.ly/iMFGzY 
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 Scottish Government (2009) Conserve and Save: a consultation on the energy efficiency action plan for 
Scotland (p.72) 
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£2.6bn is already accounted for under „business as usual‟. ACE suggests this £16bn of 
investment (or £1.6bn per annum) could be delivered as follows: 
 

Measure Current 
investment 
(£m / year) 

Required 
investment 
(£m / year) 

Proportion 
% 

Increased 
investment 
(£m / year) 

Scottish Government 
Energy Assistance 
Package, Universal 
Home Insulation 
Scheme; boiler 
scrappage scheme & 
domestic energy 
efficiency loans 

£48 £170 10.625% £122 

Consumers through 
supplier obligation / 
Green Deal / self 
finance 

£212 £1,430 89.375% £1,218 

Total £260m £1,600m 100% £1,340m 

 
This would require a 2.5-fold increase in Scottish Government investment from £48m to 
£170m per annum, and a nearly 6-fold increase in consumer investment from around 
£212m to £1,218m per annum. It would, in our view, be completely unacceptable for the 
Scottish Government to make anything less than this level of commitment, considering 
that consumers, many of them on low incomes, will be expected to bear the majority 
(nearly 90%) of the investment burden. 
 
ACE has arrived at the £170m per annum calculation on the basis of calculations from 
Energy Action Scotland of the investment required to meet the 2016 fuel poverty 
target12. Since those living in fuel poverty are by definition on low incomes, they are not 
normally able to meet the cost of energy efficiency improvements themselves. The cost 
must therefore be borne by the Government and by private sector landlords, local 
authorities and housing associations. 
 
The £170m figure is consistent with both the required emissions reductions set out in 
the Scottish Government‟s Report on Proposals and Policies (RPP) and with the 
conclusions of the previous Parliament's Economy, Energy and Tourism (EET) 
Committee evidence on the RPP. In their report, the Committee noted that it was 
„concerned that the funding that is being proposed for 2011-12 is not going to be 
enough to meet the targets set in the Climate Change (Scotland) Act 2009‟13. 
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 Energy Action Scotland (2010) Energy efficiency of the dwelling 
Available online [pdf]: http://bit.ly/oJPqHn 
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2. The Scottish Government has emphasised an outcomes based approach 
through both the National Performance Framework and Single Outcome 
Agreements.  What, if any, additional national and local indicators would you like 
to see as a means of supporting the shift towards a greater focus on preventative 
spending? 

 
Since the ending of fuel poverty and the reduction of greenhouse gas emissions by 42% 
by 2020 are statutory targets, we suggest that these should be included in the list of 
national indicators. Specifically, we suggest the following wording: 
 

a) By 2016 no Scot will live in fuel poverty; 
 

b) By 2020, the volume of greenhouse gases emitted in Scotland will be 42% lower 
than were emitted in 1990. 

 
We submit that although these are statutory requirements on the Scottish Government, 
it is principally local authorities that have the ability to deliver on these targets. Yet at 
present there is no requirement for local authorities to deliver: some have an excellent 
record of delivering domestic energy efficiency improvements; others are considerably 
more patchy. We therefore suggest that all local authorities are made jointly responsible 
for achieving these targets through their inclusion as national indicators. 

4. What long term planning is carried out to fully deliver on preventative spending 
strategies and how do you plan for this within short term budget periods? 

 
So far as we can tell, very little Government or agency planning goes into preventative 
spending in either fuel poverty or public sector energy efficiency. Even when fuel 
poverty and health shared a Cabinet Secretary (2007-11) there was no evidence that 
the health department recognised the potential for reducing health spending through 
preventative investment in fuel poverty prevention. And of course the 2007-11 period 
ended with the largest reduction since the start of devolution in the fuel poverty budget, 
of £23m or nearly 30%, at a time when the number of Scots households in fuel poverty 
was rising. 
 
This lack of any planning or strategy to incorporate preventative spending on fuel 
poverty could be improved, in the realm of fuel poverty, by a Scottish Government 
commitment to ensure the required investment to meet 2016 target. In the realm of 
public sector energy efficiency, the Scottish Government should set a target, as the UK 
Government has done, to cut CO2 emissions from its own estate, and require the same 
of the wider public sector. The UK Government has achieved a 10% reduction in the 
space of a year. We suggest the Scottish Government should at least match that level 
of ambition. 

5. What baseline evidence is used to measure preventative outcomes? 

 



The main statistical publication for establishing the level of fuel poverty in Scotland is 
the Scottish House Condition Survey (SHCS). This has an excellent reputation as a 
robust and independent means of establishing the energy efficiency of the Scottish 
housing stock and therefore the likely levels of fuel poverty. We are concerned to hear 
of changes to the structure of the SHCS team, and hope this will not affect its excellent 
reputation. 

7. The Committee will be writing separately to individual Community Planning 
Partnerships but would welcome views from other interested organisations on 
what elements should be in the spending review and the 2012-13 draft budget to 
support more effective collaborative working in moving towards a more 
preventative approach to public spending? 

 
We understand that many local authorities oppose the use of „ring fenced‟ funding, and 
as such have opposed the continuation of the Universal Home Insulation Scheme 
(UHIS). The value of UHIS was around £10m in 2010-11 and around £12.5m in 2011-
12. The scheme has successfully delivered thousands of loft and cavity wall insulation 
jobs, as well as many more expensive energy saving measures, such as solid wall 
insulation. It has lifted thousands of Scots out of fuel poverty and cut carbon emissions 
substantially. 
 
We would strongly argue that the UHIS model has successfully delivered in terms of 
both fuel poverty alleviation and climate change emission reduction, and is a successful 
example of preventative spend. However, we would be prepared to accept its winding 
up if it were replaced by a statutory requirement on local authorities to set a target, 
consistent with national targets, for the energy efficiency improvement of all housing in 
their local authority area, and to report on it annually. Without this safeguard in place, 
we fear that many local authorities will abandon the previously good work undertaken 
under UHIS and previous schemes, since if the fund is no longer ring-fenced, they have 
no incentive to do the work. 
 
Conclusion 
We urge the committee to follow the example set by the German Government. They 
plan to reduce overall energy demand by 53% by 2050 and electricity demand by 25% 
in the same timeframe14. They are also investing more than €1.3bn per annum in 
energy saving measures15. In contrast, the Scottish Government slashed the budget for 
domestic energy efficiency from £70.9m in 2010-11 to £48m in 2011-12 budget, a cut of 
nearly a third16. 
 
We hope the committee are able to take our comments into account. 
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 Federal Ministry of Economics and Technology (30 August 2010) Scenarios provide important decision-
making basis for energy concept Available online (in English; main report in German): http://bit.ly/itBO7L 
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 Scottish Government (2009) Potential for energy efficiency loans for carbon saving measures in 
Scottish homes 
Available online: http://bit.ly/lkUu8r 
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http://bit.ly/qWnv6g and http://bit.ly/r5lson 

http://bit.ly/qWnv6g
http://bit.ly/r5lson

