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NORTH LANARKSHIRE COUNCIL 

To: HOUSING COMMITTEE 

From: DIRECTOR OF HOUSING 

Date: 31 JULY 1996 Ref  GSW/WG/MSIS 

REPORT 

Subject: REDUCING VAT ON HOME 
INSULATION PRODUCTS 

I 

1. Introduction and Background 

1.1 

1.2 

1.3 

2. 

2.1 

3. 

3.1 

I refer to the attached letter from the Association for the Conservation of Energy requesting that the Council 
support the efforts being made to achieve a reduction on VAT on Home Insulation products to 8% and for the 
reinstatement of the 253 million reduction in tlie Home Energy Efficiency Scheme (HEES) which is operated 
under the auspices of the Energy Action Grants Agency. 

While not being able to verify the financiai information contained in the submission without all the 
background information, Energy Efficiency is a subject kvhicli the Council supports and therefore reducing 
VAT on Home Insulation products and reinstating HEES funding should be supported by the Council. 

In responding to this campaign it should be emphasised that any increase in funding either through VAT 
amendments or reinstatement of HEES resources should not be funded by reducing other areas of 
Housing investment. 

Recommendation 

It is recommended that tlie attached letter be replied to as outlined above. 

Background Information 

Available in the Housing Department. 

n 

Encl. 

vathomindoc 



June 1996 

To: Local Authorities 

Association for the 
Conservation of Energy 

Westgate House 
Prebend Street  . London N18PT 

United Kingdom 
're1 0171-359 8000 . Fax 0171-359 0863 

Dear Chief Executive, 

Reduciny VAT on home insulation Droducts 
Information update and request for support. 

I am writing to ask your council to join over 300 local authorities, over 350 MPs,  the 
CBI Energy Policy Committee plus such organisations as Help the Aged and Friends of 
the Earth, and declare your support for our campaign to reduce VAT on energy saving 
materials to 8%, the same as it is on fuel. It makes no sense to tax energy saving (home 
insulation products) at a lower rate than energy use (fuel bills). 

I enclose two briefmgs on this issue: one relating to the financial effects (it will actually 
benefit the Treasury because the increased demand for home insulation products will 
lead to the creation of 10,OOO jobs) and one relating to emissions of C02, SO2 and 
NOx. 

Campaign Update 

The campaign started as a Bill, the Energy Saving Materials (Rate of VAT) Bill last 
year, and a House of Commons resolution, Early Day Motion (EDM) No 383 attracted 
343 signatures-ver half the House of Commons. As well as the above-mentioned 
organisations, reducing VAT on home insulation products is also supported by the 
Builders Merchants Federation and by Conservative councillors throughout the country. 
I enclose a copy of our newsletter, The Fifth Fuel, which gives more details of ths. 

The campaign came to a head on 27th March when over 200 MPs from all parties put 
down an amendment to the Finance Bill whch would have the effect of reducing VAT 
on home insulation products to 8%. The Government imposed a three-line Whip to 
compel M P s  to vote against the amendment and although 10 Conservative MPs defied 
the Whip, the Government won by one vote because of the absence of the SDLP and 
DUP Irish MPs.  Apart from the pressure of the Whips there were two reasons the 
Government won h s  vote: 

(i) the complicated nature of the method of VAT reduction- an easier, and 
prefened, method having been ruled inadmissible in the Finance Bill debate by 
the Speaker; and 

(ii) on behalf of the government the Paymaster-General stated that the 
government would support a better 
(see the enclose copy of Hansard). 

Registered No. 1650772 
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The aim now is to ensure that the Government keeps its promise made to the House of 
Commons on this issue. Accordingly a group of Conservative M p s  have tabled a new 
Early Day Motion (EDM 702) to reaffm their support for the VAT reduction, and 
also to call upon the Government to put back the sum of 53 1 million taken from the 
Home Energy Efficiency Scheme (HEES) grants to elderly people, contrary to earlier 
promises. The enclosed copy of The Fifth Fuel explains the HEES situation in more 
detail. I enclose a copy of EDM 702, which has now been signed by 75 M p s  from all 
Parties, including 45 Conservatives. 

Future Action: Can the Council Please Help? 

This campaign can be won. If 'nudged over the next few months we believe that there 
is every indication that the Government will back down (or failing that we can get the 
VAT reduction issue debated and voted on during the Budget dlscussions in the 
autumn). But local pressure on MPs is vital. 

I May I ask the Council, therefore, to: 

1. Pass a resolution in support of the reduction of VAT on home insulation products to 
8% and please send us a copy; 

2. Pass a sirmlar resolution in support of the reinstatement of the HEES money and 
please send us a copy; 

3. Write to your MP asking M e r  to sign EDM 702. 

4. Write to the Paymaster General (Mr David Heathcoat-Amory MP,  House of 
Commons, London SWlA OM) pointing out that you expect him to keep his promise 
made in the House on 27th March. It is important that he knows that the whole country 
is now watching hirn closely on this issue. 

I hope that you can help. If you would like any further copies of ths  letter or any of the 
enclosures for your Members, please do not hesitate to get in touch. 

Thank you. 

PS. It may be that your council has de 
discovering that many local 
could let us know and let us 

support for this issue already. We are 
done so. If this is the case perhaps you 

resolution. Thank you. 
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l M r .  Hea thc0at-A mon ] 

claimed, 10 be energy-efficient. To draw up a definitive 
list of energy-savine materials and services that would 
receive favourable t a ~  treatment would be extremely 
difficult. 

Some products and services are used solely to improve 
energy efficient!,. but there are many others whose 
energy-efficient qualities are secondary to their main 
purpose, or ei'en incidental. For example, gas-fired 
condensing boilers are more expensive than ordinary 
boilers, but also markedly more fuel-efficient. 

I am sure that the purpose of the amendments is to 
encourage the installation of such boilers by giving them 
favourable VAT neatment. Bu t  i t  is not clear that the 
primary purpose of such a boiler, or of any boiler, is 
energy-efficiency. The primary purpose of a condensing 
boiler is to produce hot water. It would not fall within the 
definition drawn up by the supporters of the amendment. 

A more general objection that applies to any scheme to 
reduce VAT for this diverse range of products is that 
someone would have to decide when a boiler was 
sufficiently enerz-efficient to qualify for the reduced rate 
of VAT. Who would decide? Who would draw up the 
list? When would a new switch on a boiler sufficiently 
improve its energy efficiency to qualify for the tax 
privilege? 

hlr. Kicholas IYinterton (Macclesfield): I am listening 
to my right hon. Friend's explanation, but will he  stop 
reading from the brief prepared by either Customs and 
Excise or the Inland Revenue and give a guarantee to 
Conservative Members dlat he will look seriously at ways 
of exempting e n e r g  efficiency from the higher rate of 
VAT? If he fails to do so, he will fail to get the full 
support of Consenative Members. 

Mr. Heathcoat-Amon.: I am not reading from a brief 
prepared by Customs and Excise. I am referring to my 
notes made for the purpose of resisting the clause. I 
confidently expect to see my hon. Friend in the Division 
Lobby with me. because he has been a proponent of 
deregulation and the simplification of the tax system. The 
proposed scheme and the proposed reduced rate for the 
complex range of enerz-efficient materials would be a 
recipe for doubts and litigation that would make nonsense 
of our pledge to simplify the tax system and deregulate 
burdens on business-particularly small businesses. My 
hon. Friend has  b e n  a doughty champion of small 
businesses and the need to remove burdens from them. 
The amendment would add to their burdens, because 
small businesses would have to make sense of the 
secondary legislation and the complex borders and 
dividing lines between what is and what is not 
energy-efficient material. 

The points that I have made about the complexities are 
emphasised by loohng at the  amendment, as the House is 
being asked to approve a repayment scheme. The 
amendment is aimed to help DIY convertors-for 
example, someone u'ho is converting a barn into a house. 
The clause i?s i t  s:ands ailous that person to reclaim VAT 
on the construction and conbersion of that dwelling. The 
amendment would bolt on to that  clause a measure, the 
result of which wi!l be that the person will not receive a 
refund for a large building project as was intended under 

the clause. Hundreds of thousands of energy-efficient 
conversions would be added to the measure, creating a 
regulatory paper chase. 

The problem is that there are 23 million households in 
this country, a h i sh  proportion of whom in  any one y e a  
undertake additions to their houses involving 
energy-efficient goods. Under the provisions of the 
amendment, all of them would have to have the work 
done by a VAT-registered contractor who would have to 
be familiar with the complex secondary legislation and be 
able to make sense of it. The contractor would then have 
to submit a VAT invoice to the householder, who would 
then have to go along to Customs and Excise to receive 
back the VAT. Tnat is a regulatory and bureaucratic 
nightmare. 

Mr. Simpson: Has the right hon. Gentleman received 
similar representations to those that I have received from 
small builders' associations, saying that they do not regad 
the proposals as too complex to administer or 
undesirable? They are overwhelmingly in favour of the 
proposals in the amendment. 

10.15 pm 
Mr. Heathcoat-Amory: I have received 

representations from many people wanting a reduced rate, 
but it is my duty as a Minister to point out the practical 
effects of passing such an amendment and the regulatory 
consequences. 

In Standing Committee, I was pressed, as were my right 
and hon. Friends, to simplify the tax system. Indeed, the 
Labour party voted on its own new clause to the Bill to 
insist on funher simplification of the indirect tax system. 
I do not uiiderstand, therefore, how in the same sentence 
Labour Members can claim that they are in  favour of 
simplification and deregulation of the tax system and urge 
on the country a system of bureaucratic regulation such 
as the one that I outlined. 

I must deal with one further point-that raised by my 
hon. Friend the Member for Southend, East (Sir T. Taylor). 
I do not know whether the proposals conflict with European 
Community law. because of the very complexity of the 
method used to achieve the refund of VAT, it may well be 
that a way has been found of complying with the 
requirements of EC legislation-I certainly do not want to 
inflame my hon. Friend by denying that that is possible- 
but that has been achieved only by putting before the House 
a proposal that is complex, regulatory and bureaucratic. TO 
repeat the point, i t  conflicts with everything that I know my 
hon. Friend believes about shrinking the size of the state, 
getting complexities and regulations off the back of 
business and making our tax system comprehensible to the 
public. 

Finally, to return to the argument with which I started, 
I take energy efficiency seriously. We believe in working 
to improve the way in which the country uses energy. I 
have listened carefully, particularly to my hon. Friends 
the Members for Exeter and for South Suffolk (Mr. Yeoh 
both of whom have a lone and honourable record of  

x 1 



85 

AN EARLY DAY 

702 ENERGY EFFICIENCY 
Sir John Hannam 
Mr Tim Rathbone 
Mr Peter Bottomley 
Sir Nicholas Scott 
Mr Tim Yea 
Sir Geoffrey Johnson Smith 

1:4:% 

That this House, believing that it is wrong to make people pay more tax to save fuel than 
to use it and believing that actions to improve efficiency exceptionally combine social, 
economic, environmental and job recreation benefits, welcomes the Paymaster General's 
statement.that he takes energy efficiency seriously, and his commitment that Government 
will work to improve the way in which energy is used in Britain and will find out before the 
next Budget what needs to be done to impove energy efficiency in the United Kingdom; 
urges once again a reduction from 17.5 per cmt. to 8 per cent. in the value added tax rate 
on all energy saving materials, a rate equal to the 8 per cent. value added tax on domestic 
fuel, thereby restoring a level tax field to energy and environmental policies; urges increased 
funding for the home energy efficiency scheme to restore the 31 per cent. reduction 
announced last November and to maintain the full value of that scheme for all elderly people 
into the future; and furthermore urges the Government to seek out other innovative ways 
to encourage energy efficiency and to support the efforts of others to implement energy 
efficiency schemes. 

FURTHERNAMES 

It would assist the Printer if Members whose signatures are difficult to read would print their 
names in BLOCK CAPITALS 

.- . 

Provision is made on the back of this form for more names 
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Fuel CO2 NOx 
Gas 194 
Electricity 987 

288 0.76 Oil 
Solid fuels 326 0.73 

Energy Savinp Materials (Rate of Value Added Tax Bill) 1995 

s o 2  
0 
1.5 
3.8 
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Reducing VAT on energy saving materials to 8%: 
resulting reductions in the emissions of C02,  NOx and SO2 

The leading manufacturers of energy saving materials have estimated, that the projected increase in 
spending on energy saving materials following the reduction of VAT to 8% would be 10% of the total 
current market of E105m -i.e. f10.5m (1). This would lead to annual reductions in spending on 
domestic energy of approximately E2.6 million (2). All these savings would come from reductions in 
the use of fuel for heating and hot water. 

An annual monetary saving on fuel bills of €2.6 million translates to an energy saving of 163 million 
kWh (163 GWh) (3). 

Assuming that the users of different types of fuel have an equal propensity to purchase energy saving 
materials, this translates to the following reductions in fuel use: gas-130 GWh; electricity--15 
GWh; oil-7 GWh; and solid fuels 11-GWh.  

Estimates of the current emissions levels from the use of these fuels are shown in Table 1, below. 

Table 1: Emissions from the use of domestic heating fuels 

, ' Table 2 shows the emissions reductions which'result from increased investment in ene rg  
conservation given the assumptions above. 

Table 2: Annual emissions avoided 

Note that these avoided annual emissions result from the additional spending in a single year. For 
comparison with government figures for their existing energy conservation programmes, it may be 
worth considering the total annual emissions avoided by the year 2000 from an annual investment of 
f 10.5 million. For this purpose the above figures must be multiplied by 4 (ie investments in 1995, 97, 
98 and 99). 

So the total emissions avoided by the year 2000 would be: 0.2mt CO2 (or 0.05mtC) 290 kt NOx 
and 530 kt SO3 

ComDanson with other sDendin? on enerw savin? measures 

As regards the reduction of emissions, how does this increase in spending on energy savinz materials 
compare with other spending on similar measures? In other words does this increased spending of 
E10.5m give good value for money as an emission-reducing policy? We would answer in two ways: 

(i) Firstly by querying whether it matters. Reducing VAT to 8% on energy saving materials will 
kickstart a currently flat or declining market ( 5 ) ;  it will create at least 10,000 job-years (6); it will 
make these products cheaper which will result in more people purchasing energy savins materials ( 7 ) ,  
thus enabling them to heat their homes properly and not be cold; and it will actually result in an 
increase in revenue for the Treasury (8). In the light of these points it  can be argued that any 
reductions in emissions are merely an added bonus, however small. 
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(ii) That  point apart, however, let us  compare the estimated emission reductions resulting from the 
&10.5m ext ra  spending that this measure would produce with the emissions reductions estimated as  a 
result of spending by the government-backed Energy Saving Trust  (EST). With a projected initial 
annual budget  o f f  100 million, the EST was projected to result in annual avoided CO? emissions of 
1.6 m t C  (DTI,  1995), i.e. over 30 times the saving w e  are predicting for an increase in spending of 
only ju s t  under ten times more. Whilst an initial reaction to this figure may be that spending we are 
suggest ing is less cost-effective, this is unlikely to be  the case in actual fact, because the €100 million 
per a n n u m  budget for the EST must be accompanied by significant spending from consumers. For  
example,  for  every E1 spent by the EST in energy saving light bulbs, consumers themselves are 
required to spend around another &10. Thus  the total emission reductions estimated to result from the 
f 1 0 0 m  EST budget, will in fact result f rom the spending by the EST (f1OOm) plus the accompanied 
spending by  consumers, which in the case quoted is ten times that by the EST. Looked at as a whole 
therefore, the reductions in emissions resulting f rom reducing V A T  on energy saving materials to 8% 
compare very well with the EST activity as  regards cost  effectiveness. 

Notes 

1. Meeting of leading manufacturers, December 1994; see also letter from Norman Adsens OBE (SIG plc) to 
John Gummer, December 1994. 
2. For our note on VAT equalisation and job creation, we assumed that consumers required that on average their 
investment was repaid in three years. This implies initial annual fuel savings of €3.5 million. We also assumed 
that 25% of these theoretical fuel savings would be taken as increased comfort. Thus the actual annual reduction 
in fuel bills was estimated as €2.6 million. 
3. The Department of Trade and Industry (DTI, 1995) estimates that 75% of the energy used for heating in the 
domestic sector in 1995 comes from gas, 10% from solid fuel, 7% from oil, and 8 %  from elecmcity. By 2020 
the situation is projected to have changed such that gas accounts for 85% of energy used in this sector, 
electricity for 10%, and oil and solid fuel for the remaining 5%. In order to account for the future benefits of 
increased spending on energy saving materials, the average of these values is taken here. Hence the energy used 
for domestic heating is assumed to be split as follows: 80% from gas; 9% from elecmcity; 4% from oil; and 7% 
from solid fuels. Typical unit prices for these fuels are: gas-1.4pkWh (calculated from data in DTI, 1995); 
electricity-2.9pkWh (1994 London Electricity Economy 7 unit tariff, London Electricity, 1994); oil- 
0.9pkWh (calculated from data in DTI, 1995); sold fuels-2.3pkWh (calculated from data in DTI, 1994). So 
the weighted average price of domestic heating fuels can be approximated as 1.6pkWh. 
4. ETSU data for the direct use of gas, oil and solid fuel have been adjusted to account for boiler technology 
(because NOx emissions depend on the combustion process, and the ETSU figures are given for industrial 
boilers). 
NGC data (NGC 1995, F i p e  2.9) suggests that reduction in the use of electricity for domestic heating would 
reduce generation from coal-fired plant. The emission factors here are those for best practice coal plant with 
emissions control technolog, and hence are likely to result in an underestimation of emissions reductions. 
5 .  See comments by all the leading manufacturers in Fifth Fuel No 30, Autumn 1995; see also letter from John 
Footman, President of the Builders Merchants Federation to all members, September 1994. 
6. Estimates made by the leading manufacturers in June 1995; see also letter from John Footman, op cit, re jobs 
in the retail sector that would be saved by this measure. 
7. See note 1 above. 
8. See ACE briefing note 'A Tax Reduction that will generate revenue'. 
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- I31i-y Swim hXateri&i (Rate of Value Added Tax) Bill 1995 

Reducing V A T  on eriergy saving materials to 8%: 
n tar redricfioit that will  generate revenue. 

1 . ACE has  previr~ii~ly ectirvated t h t  the reductiori in  VAT to 8% would lead to a loss in revenlle 1.0 

thc Goverrirneiit Q f  f J O n i i l I i r m .  f I )  This implies that tlk goods on which the VAT reduction is 
prcyised lia\.e a niai ke! share of E l  OSrnillioii (because the VAT lost is equal to 9.5% of tlie value of 

2. Nie leading iiianufacturers have estimated (in December 1994) that the result of the reduction in 
V A T  will be a 10% increase i i i  the market. (2) This means additional sales of energy saving 
equipinent tn the va lue  of €10.5rniliion-i.e. i O %  of the market of the market o f f  1O5m 

the products sold ).  

3 .  This \ \ i l l  l i n ~ ~  a direct effect of providing additional VAT revenue. Assuming that the Bill is law, 
tlie total value of this i b i l l  be f0.84million (8% o f f  10.5million). 

4 .  Iiidiistry estiriintes suggest t h a t  this change in the market will lead to the creation of 10,000 new 
job years (3) in the deliver)- and iiictallation sectors. The Emp~oymeiit Studies Institute estimates that 
each wcli jot) created \vi11 benefit [lie goveninient (by reducing benefits payments and increasing 

would be equally divided annually, the total benefit to the Treasury of the new jobs will be 
f8.4inillion per year  (€9,400 x 1,000) over ten years, making a total of &84million. (Note: in fact the 
IO.000 new job years would probably not be divided equally: the likelihood is that there would be a 
sipiiificant boost in the first year or two, and then a tailing off. But this would not affect the overall 
revenue figure off84millinri) 

5 .  So the direct effects of the increased investment in energy saving equipment will result in a benefit 
to tlie treasury of f9.24niillion (f0.84million from VAT and E8.4million from employment). This will 
offset most of the losses from the VAT reduction, leavirig a net loss to the treasury of f0.76rnillion). 

6. However; these new jobs will theniselves al$o affect employment,via a.multiplier effect, as the new 
wages are spent. ERL esriniated in a report for ACE (-5) that for every 10 jobs created initially, the 
rriuitjplier effect nould result in an additional 4 jobs. Thus this would result in an additional betiefit to 
the Treasury (again via reduced benefits and increased employment related taxation) of f3.36million 
(f8,400 fcr each of 400 indirectly created jobs). 

erriployrrient.rel;t(ed taxation) by f 8,~l00 pet year. (4) Thus, assuming that these 10,000 new jobs 
% 

( i )  eveii i f  ttic iniii!iplier \vas as low as 1 additional job for every 10 original jobs created, the 
mezsvre would be approximately fiscally neutral. Similarly note that the above calculations can 
be considered pessimistic in employment terms because they do not consider the impacts of the ' 
policy on jobs in the manufacture of energy saving equipment. 

( i i )  It is likely that  the inultiplier effect of 4 jobs For every 10 is, in fact a conservative figure. 
Other studies suggest a higher niultipliet (6). We have, thus, erred on the side of caution. 

8. A further effect whicti may be considered is the savings in fuel bills which result from the purchase 
of the energy saving equipment: 

(i) Assuming t h a t  customers require a return on their investment within three years (and this may 
be a coriserv;itive assuniption, as some measures may have a higher pay-back rate). we can 
estimate that  an iiivestrnent in  energy saving equipment results in an annual fuel bill saving of 113 
of the origiiial investment. Thus an investment of fl0.5million (as explained in  para 2 above) will 
cteate iriitial fuel bill satrings of &3.51nillioi1 per year; 

( i i )  'The ERL study for ACE (see note 5 )  estimated that 25% of the initial fuel bill saving would be 
offset h y  spendiiig on increases in comfort in the home. They also stig,oest that 15% of the fuel 
bill savings would not be spent at all, and tile reniaining 60% would be spent on consumer goods. 
A rough calculation from the Fatnily Expenditure Survey suggests that half of the spending on 
coiisiimer goods would be subject to VAT at 17.5% (7). 

? 

9: Thus. for each year  tha t  the investment provides fuel bill savings the effect on VAT revenue will 
be as follours: 
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( i )  An initial effect i s  the loss of VAT at 8% on the fuel which would otherwise have been 
por-cliasetl. 'l'liis ieductioii is calculated to be 75% of f3.5million (see para 8 above). The annual 
reductioii totals f2.Giniliioi1, so the loss in VAT revenue is f0.2million (8% of E2.6rnillion); 

( i i )  IIowever, 60% of the f3.Srnillion in saved fuel is re-spent, and lialf of this is subject to VAT 
at 17.5% (7),  resulting in  a V A T  gain of fO.18tnillion 

( i i i )  So the a i i i i aa l  V A T  loss is reduced to f0.02million (i.e. &0.2million - f0.18million). 

10. The savings 011 fire1 bills and spending on other goods will have employment effects (including, 
possibly. r?egali\.e effects i n  the energy supply industry). and all the employnient effects will have 
further multiplier effects! but the degree of uncertainty surrounding these effects riiakes quantification 
iniprxsil>le. l iwever,  i t  is u.orth noting that the net eniployment effect wiH certainly be positive, as 
(lie manrifacture arid supply of the goods purcliased with the money from fuel bill savings are more 
labour iiiteiisi\.if tliaii the power supply industry. 

1 I .  I'o s u i n ~ i i a i  ise. the annual fxdance sheet for the treasury would be as follows: 

In i t ig l  V A T  loves. per annum = 
Initial VAT gaiiis from the increased market = 
Initial gains from eiiiploynient = 
Gains frorii fits( order rnultiplier = 
Net losses from fuel bill reductions = 
Total lossec = f10.02million 
Total gains = E l  1.8million 

So  the net gain to the treasury is S1.78million per year. 

12 T h i s  i s  liltelp to lie a conservative figure because i t  excludes the saving of iobs in the 
nianufactuie of energy saving equipment, an effect envisaged, but not quantified, by the industry in its 
2sqessrnenls of June I99j,,aheady referred to in para 4 above (3). Nor does it take into account the 
recent assessiiient hy tl,, Yul:ders Merchants Federation that the Ri l l  would assist with the saving of 
jobs in [lie retail sector (8); and any second and higher order multiplier effects. 

Notes 

f 1 Otnillion 
f0.84mi Ilion 
€8.4million 
€3.3Gmill ion 

f0.02million 

I Ftotn biiefing iiote I2 'This was written by (former) ACE Research Director, Craig Mickle. f r c m  
i i i  fo r in a t i oi 1 su r p  1 i ed cl i i ec t 1 y by the i iid u s t ry . 
2. Meeting of leading inanulacturers, December 1994; see also letter from Norman Adsetts OBE 
(SIG plc) to Joliri Gurntner, December 1994. 
3. June 1995 
4 Calculated hy Dr Philpot, Chairman of the Employment Studies Institute, as part of a 1994 st i i t l \  
for the Rowntree Foundation. 
5 'Job? and Energy Conservation' a report prepared for ACE by Environmental Resources Lirnilt., 1 
( 1983). 7 his rcport qiioted a range of studies looking at the multiplier effect, and concluded flint ttv 
use of a niultiplier of 4 additional jobs fot every 10 original jobs created was 'a robust.assumpric.ri 
wliicli et i s  oii the pessimistic side'. Whilst the economic situation of the country has undoubtedl\ 
changed since lliis tiinr, more recent figures are not readily available for the UK.  Recent figurcz I ' r  
I]enmark show close agreement with the figure used here (from the 1993 report by the General 
Workers 1Jnioii in JJeninark * 'Iniproving the environment and promoting employment in Denmnrl I 
G See I992 NEA/PSI report 'Energy Policy in the 1990's', chapter entitled 'Employment Aspects of 

Enei gy Efficiency by Liiida 'I'nylor wliicli suininarised surveys with a range of estimates of indtrec t 
joh creation froin 5 per 10 direct jobs to 20 per 10 direct jobs! So i t  does not look like we are 
overstating our case. 
7. The ' 1  993 Familj Expenditure Survey', I-LhkSO, 1994. This splits average household expenditure 
into categories. We have assumed that final fuel bill savings are spent on all categories other than 
housing and fuel, mid that food, children's clothes, a i d  books and newspapers are zero rated I not 
VAT-able, atid that everything else is rated at 17.5%. 
8. Letter iron1 the President, John Footman, to all members, September 1995 
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TORY COUNCILLORS 
SNUB CHANCELLOR ON 
HOME WARMTH TAX 
6-1 Majority for Reduction in VAT on Energy-Saving Goods 
Conservative councillors throughout Britain have 
voted, by a majority of six to one, in support of a Bill to 
reduce VAT on energy-saving materials from the 
current rate of 17.5% to 8%-the same as it is on fuel. 
Theview atTory grass-roots is, thus, totally at variance 
with that of the Government's Treasury Ministers, led 
by Chancellor Kenneth Clarke MP and Chief Secretary 
William Waldegrave MP, who are determined to keep 
the VAT rate at 17.5% 

As was revealed in the last edition of The Fi,fLii File/ ,  Mr 
Clarke and Mr Waldegrave are already defying the 
will of Parliament on this issue: 343 MPs have signed 
a Motion in support of a Bill to reduce VAT to 8% on 
energy efficiency equipment. 

Survey 

This latest blow to the Treasury is revealed by the 
publicationby ACEofthe resultsof a survey conducted 
by the Association. Tory councillors from all over 
mainland UK were sent details of the Energy Saving 
Materials (Rate of Value Added Tax) Bill, which was 
introduced into Parliament last year by Alan Simpson 
(Labour-Nottingham South) and a cross-party group 
of MPs, and they were then asked to indicate their 
support or opposition to the measure. 

Highlights of results 

The full results are printed overleaf, but the main 
features are: 

** by a majority of 6 to 1 Conservative councillors 
voted in favour of the Bill thus giving a resounding 
'no' to the Treasury policy of keeping VAT at 17.5%. 

** there was a majority of Tory councillors in favour of 
the Bill almost everywhere, including rock-solid 
Conservative councils like Westminster. 

Home Warmth Tax 'Unconstitutional' 

ACE Director, Andrew Warren, said: 'Support for this 
change isenorrnous-nearly400MPs, the wholeof the 
industry, the Builders' Merchants Federation, the CBI 
Energy Policy Committee the Buildings Energy 
Efficiency Confederation, the Government Round 
Table and House of Lords Select Comm:ttee on 
Sus:ainable Development, local Chambers of Com- 
merce, nearly 300 local authorities, and now Tory 
councillors. I call upon the Treasury to accept that 
their position is unconstitutional and untenable, and 
to back down gracefully before another winter goes by 
with millions of people cold in their homes.' 

HEES Grants - Government Rats on Energy Conservation Industry 
Tough on broken promises: tough on the causes of broken promises? 
One of the reasons that Treasury Ministers have givcn for 
opposing rhc reduction of VAT on cncrgy-savlng materials 
to 8% is that ihey prefer to assist cncrfy conscrvation 
through the Home Energy Efliciency Schcmc (HEES). 

Indeed. the incrcasc in the HEES money to 5100 iiiillion i n  

ihe 199415 budpctdcbaichas bccn pwadcd by thcGoi.emmcnt 
as a iokcn of its coniniitnicnt to cncrgy conacrvation-I'or 
the next three yews As Chancellor Kcnncth Clarbc told the 
Houae oTComnions on 29th Nownber 1991. 'Last ycar's 
doubling (of ihc HEES budgct) sill bccarried I'orwardcach 
year' (Hanaard Col. IOS2). 

The Paymaster-Gcncral repcatcd ihia during lasi ycir ' s  
FinanccBiIl dcbatc.saying: 'TncHEESschcmcii i l l  rcccivc 
f 100 niillion i ycnr Tor the next thrcc years' (Hanaard 
23/1/95. Col.59). Energy El'licicncy Minister. Robertloncs. 
in a Parlianientiry answer given on 2 n d  May last. also said 
that.'During 1995-96.5100niilIion will bc niadcavailabic ... 
and a siniiliu sun1 has bccn SCL isidc for thc next 1wo ycars' 
(Hananrd Col. 355). 

Broken Promises 

By Novembcr all this was forgotten and the Governmeni 
announced two changes 10 the HEES budget: a reduction in 
funding from the promised f I00 million to f69 niillion and 
the removal of ful l  entitlement to grants for pensioners. 

Neighbourhood Energy Action (NEA). which administers 
the HEES scheme, has estimated that the effecl of this wi l l  
be that 200,000 households wil l  suffer by no[ having 

insulation materials installed-an alarniing fact conridering 
ihc cold weaihcr expcricncsd this winter. 

No. 31 - Matthew Taylor 
Matthew Taylor, aged 33, MP for Truro, is the 
Liberal Democrat environment spokesman. 

Educated in Truro and at Oxford, where he 
was president of the students' union at Lady 
Margaret Hall, h$horked as the economic 
policy researchq,Qf his predecessor, the late 
David P e n h a l i g a e f o r e  succeeding him ata 
by-election infebjuaryi987. He is one of only 
two sitting Li$ei2. Democrat MPs to inherit a 
seat previowsly.pld by his party. 

He won his initiafbpelection with a thumping 
14,617 majority, obtaining 60.4% of the vote. 
At a General Election three months later, it 
had slipped to 49% with a 10,480 majority but 
by 1992 he was back up to 51% (maj. 7,570). 

Entering Parliament as the youngest MP, he 
has held avarietyof spokesmanships,starting 
with energy, and including education, trade 
and industry, local government, housing and 
!ransport. He chaired the party's com- 
munications committee from 1989and latterly 
its campaign team. 

Mr Taylor i s  a consummate grass-roots 
campaign organiser with a shrewd political 
brain who can take much credit for his party's 
growing strength in the south-west. He 
combines this with a measured, and hence 
respected, Houseof Commonsspeaking style. 

Verdict: It is the sign of the importance now 
given the environment portfolio that it has 
been given to an MP so valued by his part) 
leader. His campaigning on the Home Energy 
Conservation Act and the Energy Savings 
(Rateof VAT)BiII isa recognition of the political 
value now placed upon energy saving. 

P 

'There has been no breach of an) undertaking to maintain 
the lcvcl of funding for thrcc )cars. The stawments you 
mention. made when the budgct for HEES was increased by 
f30 million last year. simply made i t  clear that this was not 
a one-off increase. but was an alteration to the baseline for 
the public expenditure survey period. This meant that 
consideration of this year's public expenditure requiremenis 
itaned fro!:? a reference point off I05 million.' 

So that's clcared that up, hasn't it'?! 
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VAT Reduction Bill: We name the Warm Nation Tories 
Conservative councillors from 65 local authorit ies 
were wr i t ten  to  a n d  asked  to  indicate either their 
suppor t  or oppos i t ion  t o  theBill reducing  VAT on 
energy-saving materials to 8% a n d  a surprising 
30% replied.  The results a re  published below. 

Summary Chart 

Yes No Reply but Totals 
no comment 

London 78 11 23 112 

Scotland 23 1 2 26 

Cabinet 20 5 1 26 

Tory Losses to LDs 6 1 7 

Tory Councils 36 8 2 46 

Tory Marginals 37 4 41 

Totals 28 2% 

yes = supporting reduction of VAT to 8% 
no = opposing 

Results in Detail 

London Conservative councillors 

Bamet Supporting: Liz Mammatt, Sheila Scott, 
4alcolm Lester, Barbara Langstone, John Ti ladv 

jexley Sup orting: Mrs A.Brewster, A.Char?ton: 
R.French. I.gtewart 
Opposing: R.Barman 
Brent Supporting: David Games, R.Colwill, Peter 
Golds. Eric McDonald. Peter Nelke, Frank Torrens, 
Albert Wakelin, AIan Wall 
Bromley Supporting: Philip Jones, John Gray 
Opposing: Brian Humuhre s 
Camden Supporting: l ud i t i  Bames, Pam Chesters, 
Ron King, Dawn Somper 
Croydon Sup ortin Anna Hawkins, Derek Millard, 
Brian Smith, ?.Wrig% 
Opposing: Graham S eed 
E a h g  Su parting: Joy?letheiington, Bemadette Devine 
Enfield &p orting: Celia Gooch, Pamela Adams, 
Ann Marie &arc,, John Wyatt, Mark Evans 

Haringey Supportin%Pame?a Steele 

Nick Whit ie d 
Opposing: Richard Romain 
Haverine Sumortine: A.Watkinson, Ms M.Edwards, 

U-- . . a . . ae~mi*  & Fr;!ham Su porting: S o n p  Hilton 

. Harrow Supyt ing:  a y  John, Jean Lammiman, 

E.Mundgy, J& Stevart 
Hillin don Supporting R Barnes, David Bishop, 
Mrs ,.&ease. Mrs C.Dann; E.Hales. M.Hevwood, 
G.Horn, MrsS.James, K.Morris, D.Payne ' 
Opposing: Jeremv Bisho N.Sherry 
Kensington & Chelsea fbpporting: Ian Donaldson, 
A.Fitzgerald, Lord P.Gillford 
Opposing: C.Buckmaster, E.Tomlin 
Kingston U on Thames Supporting: Q.Edgington, 
A.Gaur an8K.Wootton 
-ambeth Supporting: Hu h Jones 
Redbridge Supporting: hfBorrott, A.BurRess, 
A.Weinb&g ' '  - 
Richmond upon Thames Su porting: H.Champion 
Sutton Su porting: Graham b i tham 
Waltham forest Supportin& D.Amold, M.Thompson 
Wandsworth Suzporting: ola Avonrinde, Colin 
Dawe, Duncan awkins, MSimpson, Kathy Tracey 
Opposing: A.Crellin, Malcolm Grimston, E.Lister 
Westminster City Sup orting: J.Hood, Tim Joiner, 
J.Lord, S.MacDonagh, $.Martindale, lan Wilder, 
N.Woodhead-Page 

Scotland (councillors on new authorities) 

City of Aberdeen Supporting: John Porter, Nanette 
Milne 
Aberdeenshire Supporting: Thomas Donoghue, 
Car1 Nelson MBE 
Argyll & Bute Supporting: Archibald McCallum, 
Norman Dunn 
The Borders Sup orting: Carolyn Riddell-Carre, 
Alexander Scott, Thomas Ho g 
City of Edinburgh Sup or6ngYain Whyte, James Walls 
Opposing: Elizabe:h grereton 
East Dumbartonshire Sup orting: Ian Miller 
East Lothian Supporting: Eilbert Meikle 
East Renfiewshxre Supporting: James Shaw, Frank 
McGee 
City of Glasgow Supporting: Catherine Lyon, John 
Young OBE 
Renfrewshire Supporting: James Maclaren 
South Lanarkshire Supporting: Beith Forrest, 
Hector Macdonald 
Stirling Supporting: Brenda Holliday, David 
Davidson 
West Lothian Supporting: Thomas Kerr 

' 

Certain councils with Cabinet Ministers 

Bristol Sup orting: J.Fey, Sir Robert Wall 
Opposing: ~ 5 . ~ o o 1 e  
Huntingdonshire Supporting: F.Clark, J.Lancaster, 
LMuir, M.Newman 
Opposin M.Bloomfield, E.Crossman, A.Densham 
Mendip& porting: W.Mackav, A.Ward, R.Willis 
Rushcliffe gup orting: B.Gun6 
South OxfordsEire Supporting. P.Buscombe, J.Day, 
D.Griffiths, A.Lane 
Suffolk Coastal Supporting: K.Burnett, B.Clarke, 
H.Ferguson, M.Minns, D.Savage 
Opposing: E.Cavendish 

Councils with Parliamentary seats lost bv 
Conservatives to Lib Dems in by-elections 

Christchurch Oppos in r  B.Williams 
Eastleigh Supporting: Milne, P.Molyneux, 
W.Pe per, D.Wellfare, B.Wri ht 
Rewgury Supporting: D.Lidiiard 

Conservative Councils elected in May 1995 

Arun Su porting: V.Barnard, Mrs D.Blake,K.Blake, 
E.Chand?er, Mrs S.Kellv, R.Lees, D.Maconachie, 
Mrs J.M.Maconachie, P:Wothers @on 
Broxboume Supporting: Mrs B.geach, R.Groucott, 
Mrs M.Dowsett, R.Hannam,Mrs M.Moles 
Opposin Mrs E.Clayton, M.Iszatt, Mrs M.O'Neil1 
Maccleskeld Su porting G Aldridge, W.Davies, 
Mrs S. Hardern, fottolini ,  A.Wall 
Opposing: J.Crockatt 
Runnymede Supportin 
Payne, Mrs E.Meanv, dPa lmer ,  Mrs M.Tavlor 

Mrs P.Edes, P.Poole, Moira 

Opposing: H.Langlev 
Spelthome Supporting: Tonv Bassett, Ted Culnane, 
George Blampied, Peter lames, Garth Paterson- 
Borland, Richard Smith-Ainsley, D.White 

?lE$geath: R.Christie, I.Christmas, D.Franklin, 
R.Oswald 
Opposing: P.Harper, P.Ilnicki 

D.Hulmes 

Councils with Conservative marginal 
Parliaimentary seats 

Amber Valley Supportin 
Bolton Met Sup ortin %.Cam, C.Churchman, 
C.Shaw, DShepRerd, f Wilkinson 
Bury Metro Su portin 
W.Johnson, H.faylor, WiWalker 
Chester City Supporting: J.Boughton, P.Connolly, 
B.Crowe. M.lones 

V.Barber, Mrs M.Fle:cher 

A."orIow, D.Higgin, 

Corby Suppbrting: J.Jaffrey 
Dover Supporting: T.Barlett, H.Bra g F Scales 
Isle of Wieht Sumortine: R.Rowseb ' ' 

Kirklees G e t  Su'pborling: E.Blunt, C.Fretwel1, 
Y.Worrall 
Oppbzng: A.Palfreeman 
North Tyneside Supporting: J.Bell, 1.Gordon 
Opposing: J.Ross 
Norwich: Su oorting: Lila Cooper 
Portsmouth kppor t ing :  M.Chewter, B.Read, I.Pine, 
Ian Gibson 
Slough Supporting: A.Gregorv 
Southampton City Su porting: C.Barber 
Thanet Supporting: I.&egorv 
Vale of Glamorgan Sup orting: R.Davies, R.Gwyn 
Thomas, A.Wicks, A.W$liams 
Opposing: Mrs March, COsborne 

TheFifthFuel is  thenewsletterof the Association for the 
Conservation of Energy (ACE), which was formed in 
1981 by a number of major companies active within the 
energy conservation industry, in order to encourage a 
positivenational awarenessof theneed for and benefits 
of energy consemahon, to help establish a sensible and 
consistent national policy and programme, and to 
increase Investment in all appropriate energy-saving 
measures. 
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Home Warmth Tax- 
another VAT row 

in Parliament? 
Further moves will shortly be made i n  Parliament to 
reduce VAT on energy-saving materials to 8%. On 1st 
March. Alan Simpson will attempt to get a Second 
Reading for theBill. now called theEnerpy Conservation 
Bill 1996butidenticaltotheoncthat343MPssupported 
last year. 

The Bill is also sponsored by Alice Mahon. Llew Smith 
and Dennis Canavan (Labour): Sir John Hannam. Peter 
Bottomley. Harry Greenway. Gary Waller and Robert 
Hicks (Conservative): Matthew Taylor (Liberal 
Democrat): Marparet Ewing (Scottish National): and 
Dafydd Wigley (Plaid Cymru). 

Treasury Ministers are intending to use pioccdural 
!attics to block the Bill. 

However.attempts are tobemadeduring thecommittee 
Stage of the current Finance Bill to secure VAT relief 
(ratherthan reduction)onenergy-saving materials. which 
would havc a similar eftect of reducing the amount 
payable to 8%. I f  these attempts fail because the 
Government's hand-picked committee majority follows 
the Whip's instructions and votes them down, the issue 
will bebroughtbeforethefullHouseofCommonsatthe 
Repon Stage of the Finance Bill, probably in March. 

Scventy back-bench Tory MPs have already publicly 
backed thc reduction to 8%-in Parliament a n d  in 
lettcrstoconstituents and others. Forthe Govcrnmentto 
win 3 votc on this issuc, i n  the full glare of publicity on 
the floorof theHouse ofCommons. oli,io.r!ei'ei?oiieof 
iliesc M P s  will he reqi i i rcd 10 ohoricioir theirproriti.m. 

Integrity or Hypocrisy? 

This vote will be about political integrity as well as VAT 
on energy-saving materials. If all of these Conservative 
MPs are so devoid of integrity as to voce against written 
prsmiscs. :ha: would hc Lypo;;isj. OY, 8 Zrzzd sc>!c. 
People's opinion of politicians would plummet even 
further ifGovemment Whips 'persuade' all 7OTories to 
vote against their consciences and toe the Party line. 

It is vital, therefore, for the health of our democracy, 
as well as  for energy conservation, that  the 
Government does not win this vote. This is now a 
constitutional issue. Either the will of Parliament 
prevails or Government bullying prevails. 

Lobbying Guide 
I .  The following back-bench Conservative MPs signed 
Early Day Molion No.383 in support of reducing VAT 
on energy-saving materials to 84. Please write to them. 
or visit them in their surgeries. and urge them to stick to 
theirprinciples and support arelevantamendment tothe 
Finance Bill at Report Stage: Richard Alexander. Rt 
HonMichael Alison. Vivian BendalLSirRichard Body. 
Michael Brown. Rt Hon Paul Channon. Winston 
Churchill, Michael Colvin. Tony Coombs. Patrick 
Cormack. Nirj Deva. Tim Devlin. Bob Dunn. Harold 
Elletson. Sir Peter Fry, Phi1 Gallie. Sir John Gorst. 
Christopher Gill, Harry Greenway. John Greenway. 
Peter Griffiths, Sir John Hannam, Sir Alan Haselhurst. 
Roben Hicks, Sir Ralph Howell. Sir John Hunt. Sir 
Geoffrey Johnson-Smith. Sir David Knox,Sir Jim Lester. 
Michael Lord. Sir David Made]. Michael Mates, David 
Mitchell.SirRogerMoate.David Nicholson. Sir Cranley 
Onslow. Barry Porter, William Powell. Tim Rathbone. 
Andrew Robathan, Sir Nicholas Scott. Giles Shaw. Sir 
Colin Shepherd, Sir Roger Sims. Sir James Spicer, 
David Sumberg. Walter Sweeney, Sir Teddy Taylor. 
Peter Temple-Morris. Patrick Thompson. Sir Malcolm 
Thornton. Peter Thumham. Richard Tracey. Sir Gerard 
Vaughan. Charles Wardle. John Wilkinson, Ann Winter- 
ton, Nicholas Winterton. Mark Wolfson, Tim Yeo 

I n  addition. the two Conservative MPs who sponsored 
the Bill: Peter Bottomley and Gary Waller 

2.ThefollowingConservativeMPsareon thestanding 
Committee considering the Finance Bill. Please lobby 
them to support any relevant amendments to that Bill 
which will have the effect of reducing VAT on energy- 
saving materials to 810: Peter Butler, Matthew Carring- 
ton,Quentin Davies. Nigel Forman. Dr.LiamFox, David 
Heathcote-Amory, David Hunt, Michael Jack, Bernard 
Jenkin, Angela Knight, Barry Legg. Mark Robinson. 
David Shaw. Tim Smith. William Waldegrave 




