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Summary 

The government intends to cut the amount of support it makes available for households wishing 

to install solid wall insulation through the Energy Company Obligation policy. To inform debates on 

this issue the Institute for Public Policy Research (IPPR) is working with energy and climate policy 

consultancy Ricardo-AEA to evaluate the benefits of investing in solid wall insulation. This briefing 

note presents interim findings of the research, with a final report expected to be published in 

April. It shows that: 

• Investing in solid wall insulation creates a substantial numbers of jobs. If support for solid 

wall insulation is cut in line with the government’s plans, around 20,000 jobs would be lost. 

• Investing in solid wall insulation can create substantial levels of revenue for the Exchequer. 

If this income is taken into account the cost to government of supporting solid wall 

insulation could be around a third of what is generally assumed to be the case. 

• Investing in solid wall insulation generates substantial community benefits, in terms of 

health, regeneration and social capital. 

 

 

IMPORTANT NOTE: 

Findings in this document are interim and subject to revision pending further 

research. 
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Context 

Insulating solid walls can produce substantial energy bill reductions for households and is one of 

the most important steps that can be taken to tackle carbon emissions from homes and reduce 

levels of fuel poverty. The Committee on Climate Change has said that solid wall insulation needs 

to deliver more than one third of the carbon savings from the residential sector by 2030
1
. 

Meanwhile, more than 45 per cent of all fuel poor households live in solid wall properties, most of 

them uninsulated, and almost one fifth of all households who live in solid wall properties are in 

fuel poverty
2
. 

 

Despite the potential benefits, only a fraction of homes with solid walls have been insulated to 

date. There are 8 million homes in Britain with solid walls, but at the end of September 2013 less 

than 3 per cent of these properties had installed solid wall insulation
3
. The Committee on Climate 

Change has indicated that 2.3 million
4
 solid wall properties need to be insulated by 2022 if the UK 

government is to achieve its legally binding carbon emission reduction targets. 

 

The introduction of the Energy Company Obligation (ECO) energy efficiency policy in January 2013 

was meant to herald a step change in the rate of deployment of solid wall insulation, which would 

be achieved by obliging the largest energy suppliers to fund installations. The government 

predicted in June 2012 that ECO would support the insulation of on average 100,000 solid wall 

properties a year until 2022
5
. 

 

In December 2013, under pressure to take action on rising energy costs, the government 

announced a substantial change in its approach
6
. It is now consulting on proposals to alter ECO so 

that only 100,000 installations of solid wall insulation will need to be delivered over the entire 

period from January 2013 to March 2017, which would mean around 23,500 installations being 

carried out each year
7
. This equates to a reduction of more than 75 per cent per year in the 

ambition on solid wall insulation. 

 

Previous research by IPPR has shown that 240,000 solid walled properties need to be insulated 

each year if the Committee on Climate Change’s indicative target is to be met
8
. The government’s 

new ambition equates to less than a tenth of what is required to meet the target. 

The benefits of solid wall insulation investment 

 

In altering its policy on solid wall insulation, the government should take into consideration three 

important benefits that arise from investing in solid wall insulation: first, impacts on employment; 

                                                 
1
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2050 target’. London, CCC 
2
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recommendations from the Hills Review’. London, DECC 
3
 DECC (2013), ‘Domestic Green Deal, Energy Company Obligation (ECO) and Insulation Levels in Great Britain, Quarterly report: to September 2013’. 

London, DECC 
4
 CCC (2013), ‘Meeting Carbon Budgets – 2013 Progress Report to Parliament’, London, CCC 

5
 DECC (2012), ‘Final Green Deal / ECO Impact Assessment’. London, DECC. 

6
 DECC (2013). ‘Changes to the Green Deal and Energy Company Obligation’.  London, DECC 

7
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second, revenue streams for the Exchequer that are generated; and third, wider community 

benefits. 

1) Employment impact of solid wall insulation investment  

Investing in solid wall insulation produces beneficial impacts on the economy through three forms 

of job creation:  

 

1. Direct impact: persons employed directly by solid wall insulation companies (including 

contractor staff) who receive wages and salaries; 

2. Indirect impact: persons employed in businesses which supply the goods and services 

used in the process of installing solid wall insulation; and 

3. Induced impact: further income and employment generated as incomes created 

directly and indirectly are spent within the economy. 

 

Interim findings from our analysis indicate that the scale of job impacts across each of these 

elements is substantial. The evidence for this includes both literature sources and industry figures, 

as is outlined below. Given the slack in the labour market, especially for semi-skilled workers, it 

should be assumed that jobs created would primarily be additional to jobs that already exist. 

 

Direct impact 

Installing solid wall insulation is labour intensive compared to other types of energy efficiency 

work. A recent review of more than 20 sources concluded that for every £1 million spent on 

energy efficiency about 23 jobs are directly supported in the energy efficiency industry
9
. Since 

most of the sources reviewed focused on building retrofits, it can be assumed that at least a 

similar amount of jobs are supported through investment in solid wall insulation. However, this is 

a conservative estimate since it does not take into account the high labour intensity of solid wall 

insulation. 

 

Indirect impact 

A wide range of estimates exist for the number of jobs created indirectly through investments in 

solid wall insulation. For example, in the impact assessment for the ECO and the complementary 

Green Deal policy
10

, the Department of Energy and Climate Change (DECC) quote evidence from 

the sector skills council for construction, Construction Skills, to estimate that for every £1 million 

spent on housing repair and maintenance 32.6 direct and indirect jobs are supported. Based on 

our estimate for the number of jobs directly supported by investing in solid wall insulation (above), 

this would suggest that 9.6 jobs are supported indirectly for every £1 million spent. If correct, this 

would mean that 0.4 indirect jobs are created in the supply chain for each direct job. 

 

Alternative evidence sources suggest that a higher ratio of indirect to direct jobs is generated by 

investing in solid wall insulation. Evidence from Innovas
11

, also quoted by the DECC, assumes that 

for each direct job in solid wall insulation, 4.75 indirect jobs are created. Another report looking at 

                                                 
9
 Janssen, R.& Staniaszek, D. (2012). ‘How Many Jobs? A Survey of the Employment Effects of Investment in Energy Efficiency of Buildings’, Brussels, 

The Energy Efficiency Industrial Forum 
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 DECC (2012), ‘Final Green Deal / ECO Impact Assessment’. London, DECC 
11

 Innovas (2009). ‘Low Carbon and Environmental Good and Services: an industry analysis’, London, Department for Business, Enterprise and 

Regulatory Reform [BERR] 
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the European energy efficiency industry suggests that for each direct job there are 2 indirect 

jobs.
12

 

 

Industry evidence provided to IPPR broadly corroborates the Construction Skills figure quoted by 

the DECC. It shows that in 2012, the last year for which comprehensive data is available, 28,005 

direct and indirect jobs existed
13

 based on 81,643 installations being carried out in 2012
14

. 

 

Induced impact 

Official statistics of the Scottish Government suggest that for every job directly created through 

investment in solid wall insulation, 1.8 indirect and induced jobs are created
1516

. However, there 

are more uncertainties involved in estimates of induced jobs than there are for estimates of direct 

and indirect jobs. For this reason we identify the impacts of induced jobs separately from direct 

and indirect jobs in the analysis that follows. 

 

Impact of policy changes on jobs 

A linear extrapolation of the industry figures suggests that if the government was to keep with its 

original ambition of 100,000 installations a year this would mean 6,600 jobs being created in the 

solid wall insulation industry and supply chain compared to 2012
17

. However, if the government 

implements its proposed cut in support for solid wall insulation this will put 19,900 direct and 

indirect jobs at risk (see Table 1). 

 

Combining the industry figures with evidence from the Scottish Government suggests that a 

programme of 100,000 installations would create an additional 6,400 induced jobs compared to 

2012. If support is cut in line with the government’s proposals around 19,400 induced jobs could 

be lost (see Table 1). 

 

 Direct and indirect jobs 

(Based on industry figures 

from 2012) 

Induced jobs 

(Extrapolated from industry 

figures using evidence from 

Scottish Government) 

Actual jobs in 2012, based on  

81,643 installations carried 

out in the year 

28,000 27,300 

Future jobs, with 23,529 

installations carried out each 

year, as proposed by 

government 

8,100  7,900 

Job losses resulting from 

proposed cut in support for 

solid wall insulation 

19,900 19,400 

                                                 
12

 Impetus Consulting (2009) ‘The case for including energy efficiency investment in the fiscal stimulus package. A report for Greenpeace by Impetus 

Consulting Ltd’, London, Greenpeace 
13

  Data submitted by the the Insulated Render and Cladding Association [INCA] 
14

 CCC (2013) ‘Meeting Carbon Budgets – 2013 Progress Report to Parliament’, London, CCC  
15

The Scottish Government (2013) ‘Input-Output Tables 1998-2009 - Latest Year (2009)’, Edinburgh, The Scottish Government. 
16

 The Office for National Statistics [ONS] does not produce employment multipliers for the UK 
17

 While we do not have comprehensive job figures for the solid wall industry in 2013, we expect there already to have been some job losses from 

2012 as the number of installations carried out fell from around 80,000 in 2012 to around 30,000 in 2013. The calculation presented assumes a 

linear relationship between job creation impacts and investment. 
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Future jobs if government 

maintained its ambition for 

100,000 installations carried 

out a year 

34,600 33,700 

Table 1: Job creation arising from different scales of solid wall insulation programme (rounded to 

nearest hundred) 

2) Impact of solid wall insulation investment on the Exchequer 

Programmes supporting the installation of energy efficiency measures such as solid wall insulation 

typically incur a cost in the form of subsidies and/or administrative costs. Those costs are to some 

extent offset by tax receipts and other revenue streams generated as a result of the activities 

promoted under the programme, in this case the installation of solid wall insulation, as has been 

observed in Ireland
18

. Depending on the design of the programme, the tax receipts and additional 

revenue streams can even exceed the costs of subsidising measures, as is the case in Germany
19

. 

 

Government should take into account the receipts from its solid wall insulation investments when 

assessing the cost of the support it provides. By doing so the cost of the support is shown to be 

significantly lower than might otherwise be assumed. 

 

To analyse the impact of a solid wall insulation investment programme in the UK on the public 

finances five distinct types of public revenue must be taken into account, including: 

 

• VAT paid when installing solid wall insulation; 

• corporate tax income paid by all companies involved in the solid wall insulation supply 

chain; 

• income tax generated by jobs directly and indirectly created (since estimates of induced 

jobs are inherently uncertain these can be omitted from the assessment); 

• avoided costs of unemployment, as job creation impacts lead to reduced social benefit 

payments; and 

• savings for the NHS budget achieved as the health of occupants of buildings receiving solid 

wall insulation is improved and they require less health treatment. 

 

Our interim analysis has found that if the government launched a programme in which grants 

were made available covering 100 per cent of the total cost of installing solid wall insulation, 

around one third of the total costs of the programme would be offset by the revenue streams 

generated. However, in practice a party other than government, typically individual householders, 

or private or social landlords, would meet a portion of the costs, which increases the amount of 

revenue received for each government pound spent. 

 

We have looked at the revenues generated for the Exchequer by two designs of support scheme 

for solid wall insulation, informed by current government policy and industry experience. The first 

scheme would involve government contributing half of the costs of installations. This would be 

expected to occur in social housing, with social housing providers making up the rest of the cost. 

The second scheme would involve government contributing two thirds of the costs of installations 

                                                 
18

 Curtin, J (2012) ‘From Grants to Finance: How to Unlock Home RetrofitInvestment’, Dublin, Public Policy.ie 
19

 Kuckshinrichs, W. et al. (2013) ‘Impact on public budgets of the KfW promotional programmes “Energy-efficient construction”, “Energy-efficient 

refurbishment” and“Energy-efficient infrastructure” in 2011’, Frankfurt, KFW 
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in private housing, in line with the current grants made available through the cashback incentive 

for Green Deal. 

 

The Exchequer receipts from the two options in the same financial year that costs are paid out are 

outlined in Table 2. Around two thirds of government spending on the social housing scheme 

would be recovered through exchequer receipts. Around half of government spending on the 

private householder scheme would be recovered. 

 

Scheme Investment ratio Exchequer receipts 

Social housing scheme 1:1, government to social 

housing provider 

c. ⅔ costs of scheme 

 

 costs 

Private householder scheme 2:1, government to private 

householder 

c. ½ costs of scheme 

Table 2: Exchequer receipts from investing in solid wall insulation. Based on original modelling. 

 

If the government cuts its ambition on solid wall insulation by 75 per cent, as proposed, this would 

lead to an equivalent drop in the exchequer receipts it receives from its solid wall insulation 

investments. 

3) Wider community benefits of solid wall insulation investment 

 

Investing in solid wall insulation creates benefits in terms of health, area regeneration and 

aesthetic improvements, and improvements to social capital that should be factored into decisions 

about policy design. 

 

• Health 

It is widely recognised that people in fuel poverty cannot heat their homes to acceptable comfort 

levels. It is also recognised that living in a consistently under-heated property poses health risks, 

partly through increased incidence of damp and mould
20

.  In under-heated properties, much of the 

benefit of solid wall insulation will be taken in the form of increased comfort, with people living at 

higher temperatures. This outcome results in lower levels of admission to hospital due to health 

issues and fewer days off school and work
21

. 

 

Analysis of the built environment sector shows that inefficient and poor quality housing costs the 

government around £760m
22

 each year through impacts on the NHS. Investment in energy 

efficiency measures such as solid wall insulation installations can go some way to reducing these 

costs. 

 

It is important that appropriate solid wall insulation systems are installed into a property to avoid 

a risk of moisture building up, which can have a negative impact on the residents’ health
23

. It is 

                                                 
20

 Gladwin, M. (2013) ‘Solid Wall Insulation in Reality’, Liverpool, Plus Dane Group 
21

 Ralph, R. et al. (2004) ‘A cost-benefit evaluation of housing insulation: results from the New Zealand ‘Housing, Insulation and Health’ study’, 

Otago, University of Otago  
22

 Piddington, J. et al. (2013) ‘Housing in the UK : National comparisons in typology, condition and cost of poor housing’, Watford, BRE Trust  
23

 Hopper, J. et al. (2011) ‘Assessing the execution of retrofitted external wall insulation for pre-1919 dwellings in Swansea (UK)’, Salford, University 

of Salford 



 

7 | P a g e  

 

also essential to ensure adequate ventilation following an installation of solid wall insulation to 

avoid a reduction in air quality
24

.  

 

• Regeneration and aesthetic improvements  

Solid wall insulation has the potential to greatly improve the appearance of some properties and 

estates. In fact, it can be one of the most visible aspects of local regeneration schemes because it 

demonstrably makes the environment look and feel different. There have been good examples of 

successful solid wall insulation schemes on estates where residents now value the appearance of 

their estates more following installation
25

. 

 

Solid wall insulation can also act as a catalyst for long-overdue repairs on properties, further 

contributing to regeneration objectives. This is because prior to an installation being carried out, 

any building defects (e.g. faulty rainwater goods, glazing or defective masonry) should be 

remedied. 

 

In some instances solid wall insulation can diminish the appearance of buildings by covering up 

culturally significant building fabric
26

. This risk can be minimised by focussing on solid wall 

buildings that are: acknowledged to be an eyesore; of little significance and already rendered; or 

in a poor state of repair so the alternative would be to demolish and rebuild. Where the significant 

fabric is on the wall exterior, an alternative is for insulation to be applied to the internal wall. 

 

• Improvements to social capital 

There is good evidence to suggest that solid wall insulation projects, if correctly handled, can 

increase social capital in communities. Solid wall insulation, in particular where it is applied 

externally to buildings, is a major intervention that can change the appearance of entire 

communities. As a result it can become a topic that residents have in common, leading to 

communications where there was little or none, and in some cases providing a forum for 

interaction and the exchange of ideas. In addition, if local training and job opportunities are 

created, it is possible to re-establish a sense of ownership and pride in areas that suffer from 

antisocial behaviour
27

. The positive effects of solid wall insulation schemes on social capital help to 

generate buy-in to the schemes themselves. 

Summary 
 

Insulating the UK’s solid walled homes is not optional or a ‘nice to have’. It is necessary to: 

• limit rising energy costs; 

• meet the country’s legally binding carbon emission reduction targets; 

• tackle fuel poverty, because 45 per cent of all fuel poor households live in solid walled 

properties. 

 

                                                 
24

 Wilkinson, P. et al. (2009) ‘Public health benefits of strategies to reduce greenhouse-gas emissions: household energy’, The Lancet, Volume 374, 

Issue 9705, Pages 1917 - 1929, 5 December 2009 
25
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  Licciardi, G. (ed.) & Amirtahmasebi, R (ed.) (2012) 

The Economics of Uniqueness: Investing in Historic City Cores and Cultural Heritage Assets for Sustainable Development, Washington, The World 

Bank 
27
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Thankfully, as the interim analysis presented in this report has shown, insulating solid walls 

generates a number of substantial benefits. It creates a large number of jobs, because it is very 

labour intensive. This means that 20,000 jobs are at risk from the proposed cuts. Moreover, if 

exchequer receipts created by investments is taken into account, the cost to government of solid 

wall programmes is revealed to be as little as a third of the amount that is generally assumed. 

Finally, solid wall insulation programmes generate a number of wider community benefits. 

 

Given the importance of solid wall insulation, in its current deliberations on changes to the Energy 

Company Obligation the government should take the full range of benefits from this technology 

into account. 

 


