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Introduction 

The Association for Decentralised Energy welcomes the opportunity to respond to the Department 
for Business, Energy & Industrial Strategy’s call for evidence regarding a future framework for 

heat in buildings. The ADE is the UK’s leading decentralised energy advocate, focused on creating 

a more cost effective, efficient and user-orientated energy system. The ADE has more than 100 

members active across a range of technologies, and they include both the providers and the 

users of energy equipment and services. Our members have particular expertise in heat 

networks, combined heat and power, and demand side energy services, including demand 

response and storage. 

 

The ADE sees that it is crucial that development of the future policy framework incorporates 

discussion about the synergies between demand management (including encouraging energy 

efficiency) and low carbon technologies. This will be what enables reduced energy bills and 

reduced carbon emissions. The scale of change required in heat delivery systems will be 

fundamentally linked to what complementary action is also underway to reduce or shift heat 

demand.  Therefore both types of solution (change to heating technology/ies and demand 

reduction measures) need to be considered together to determine the most appropriate (i.e. 

acceptable, cost-effective, and able to meet heat service needs) options for any given customer. 

The Association believes that for future policy to be effective there must be a shift away from 

technology-focussed policies. Solutions should be principles-based, with an emphasis on the 

desired outcomes rather than dictating how those outcomes should be met. The future policy 

framework should be comprehensive and empowering; allowing people to consider their energy 

needs holistically and incentivising them to make a selection of integrated energy choices that 

work together but also support policy goals such as decarbonisation and security of supply. 

Policy – whether delivered through regulation, fiscal incentives or subsidy – should enable people 

to make the right decisions. Priority should be given to solutions which enable cost effective 

carbon reduction. It is also sensible to target small steps which can be easily taken – the ‘low 

hanging fruit’ which will cumulatively make a significant difference to people’s lives and towards 

meeting the UK’s carbon commitments. Where steps can be taken to future-proof decisions being 

taken now so that they will continue to serve into the future, or can be easily adapted, this should 

also be considered.  
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This work has a critical role to play in beginning the step-change needed to meet the UK’s carbon 

goals. For most, major changes to their heating system are only likely to be considered at the 

point of major refurbishment, or when the system breaks.  Therefore, to catalyse the necessary 

change, it will be important for the future trajectory of these policies and regulations are set well 

in advance and communicated clearly, so that people and businesses can plan for the medium 

and long term. 

The Association welcomes the Department’s recognition of the importance of working with 

industry to identify the most efficient approaches to realising their low-carbon ambition, and is 

eager to be involved in further discussions on consultations on proposed solutions to ensure 

future policy and regulation are designed as effectively as possible. The ADE will share further 

thinking and results of modelling as it continues to engage with members to identify evidence and 

innovative ideas to contribute to the discussion about driving the energy transition. 

 

Consultation questions  

A pathway to regulation (Q1-Q3) 

The ADE welcomes the Department’s recognition of the likely role for regulation in propelling the 

shift towards a low carbon UK. A long-term regulatory target can be the most effective and 

efficient way to enable the market to drive a transition, provided that such regulation works with 

the market. Whether regulation is used to drive a significant shift or incremental changes, it is 

essential that the economics of the results make sense to those that will be subject to them.  

The Association agrees that the policy framework should focus initially on enabling the market to 

drive the transition away from high carbon fossil fuels – this recognises that a well-functioning 

market works to serve consumers also. 

While it will be essential to provide support for industry to transition, it is worth noting that the 

majority of industry will not need much help to comply with regulations as long as they are well-

designed and plenty of notice is given of their introduction. Clarity, pragmatic solutions, and 

sensible implementation timelines work to assist the market to shift towards compliance. Crucial 

to this shift will be a clear trajectory for policy: lack of certainty about future long-term policy has 

undermined investment from all parties in innovation and transformation to date. 

With regard to plans for stakeholder engagement, if policy is to be market-driven then it is 

sensible to engage first with industry. Markets are simply the net result of stakeholder actions 

and if policy and regulations are not implementable by industry then the market will not thrive – 

they are thus an important first port of call. The ADE suggests engaging through industry and 

trade associations, who often have a broad network across relevant markets and are able to 

speak for the industry as a whole. Additionally, careful consideration should be given as to how to 

ensure that the views of those implementing new approaches and business models are accounted 

for, as well as the incumbents’. 

It will, of course, also be important to engage with other stakeholders, such as consumer bodies, 

to ensure consumer concerns are adequately reflected. The Association believes that engagement 

with other Government departments will be a crucial step to ensuring a shift away from siloed, 

technology-focussed solutions. 

Additionally, it will be valuable to examine what lessons can be drawn from other jurisdictions 

(particularly what has worked or failed internationally in terms of carbon reduction, and why?) 

and sectors (what are analogous efforts in other sectors – and what has been effective for 

them?).  
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A firm end date for fossil fuels? 

Industry is committed to working with Government to achieve a decarbonised economy. Work is 

underway now to adapt their technologies to renewable energy sources to ensure that they can 

continue to play a critical role in efficient heat and power generation, particularly for industry. For 

example, renewable penetration within CHP is growing. Additionally, the work of organisations 

such as Calor in the area of renewable bioLPG evidences the significant potential in this area, and 

should form part of the discussion about future pathways.  

There remain significant uncertainties regarding the most cost-effective approach to 

decarbonising our gas system; including, for example, the extent of hydrogen or biomethane use, 

the extent to which islanded or local networks will be used, the extent of electrification. These 

decisions will have a significant impact on the way in which currently fossil-fuelled installations 

adapt their technology to decarbonisation. Assuming that the majority of households and 

businesses will remain mains electricity-connected into the medium and long-term, the decisions 

taken on this will be very significant to the speed and the way in which high carbon fossil fuel 

installations can be phased out. The Association considers that a clear roadmap showing how the 

gas grid will be decarbonised and reform to the network’s arrangements to support it are required 

in the first instance, with regulation only introduced once this process is clear and underway. 

The ADE is eager to remain involved in conversations about ambitious timelines for 

implementation, as policy proposals become increasingly certain.  

 

Cleaner heating technologies (Q4-Q15) 

As discussed above, the ADE believes that for future policy to be effective there must be a shift 

away from technology-focussed policies. Solutions should be principles-based, with an emphasis 

on the desired outcomes. It is essential to consider the system as a whole, rather than in 

technology silos, for the large-scale changes that are needed to take place. This also means that 

any conversation about how to achieve a low-carbon future must explicitly consider the role of 

demand reduction, and the effect that such a reduction has on the rest of the energy system.  

The level of thermal efficiency of buildings also has a significant impact on what technology 

choice is right for that property, and must be accounted for. This can likely only be done by 

creating a framework of empowerment in which individuals and businesses can assess their own 

assets and needs and make integrated energy choices to suit them (and that contribute towards 

longer term carbon abatement).  

Industrial users 

With regard to process heating requirements for industrial users, evidence from within the UK 

and internationally1 suggests that this varies widely depending on the industry. This suggests that 

it may be more beneficial to focus on what specific industries can do to improve their 

understanding of their process heating needs and what efficiencies they could implement.   

This is an area in which the Association is engaging in further work. In particular, the ADE has 

begun examining the role of CHP in a completely decarbonised system, within the context of 

                                                
1 For eg Heat and cooling demand and market perspective, European Commission 

Joint Research Centre, 

https://setis.ec.europa.eu/sites/default/files/reports/Heat-and-cooling-

demand-and-market-perspective.pdf  

https://setis.ec.europa.eu/sites/default/files/reports/Heat-and-cooling-demand-and-market-perspective.pdf
https://setis.ec.europa.eu/sites/default/files/reports/Heat-and-cooling-demand-and-market-perspective.pdf
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enhancements to business efficiency. As the results of this exercise become clear, the Association 

would be pleased to share the findings with the Department to inform the ongoing discussion. 

Rural heat networks (Q16& Q17) 

There is certainly opportunity to use heat networks in less-urban settings. It is also important for 

context to note that many off-grid properties are not in ‘rural’ areas in the traditional sense, and 

are in fact on urban fringes or may be smaller towns. This allows one to envisage how heat 

networks could have an effective role to play in these settings. Indeed, building heat networks in 

such settings tends to involve less capital expenditure, as there are not the high costs associated 

with excavating busy urban roads.  

However, while heat networks can and do provide valuable opportunities for low carbon heating, 

they are not always the appropriate solution. The Association notes the limitations on when heat 

networks can operate efficiently and are eager to ensure they are only built when they are truly 

viable. The ADE suggests that viability for heat networks be assessed not be city boundaries, but 

by heat density. A study by Poyry concluded that the suitable heat density for heat networks is 

approx. 3,000kW/m22 – while the study is somewhat dated, it provides a useful reference point. 

With regard to ownership and funding models that may be suitable for these areas, there are a 

number of models that could be considered (in isolation or together), including: 

 Strategic town-wide networks, where there is an appropriate anchor load available; 

 Smaller networks with a mixed heat profile, where a commercial entity and domestic 

properties are able to share heat (for instance a hospital or factory that helps to heat 

properties close-by); 

 As above, but where this is set up as a commercial arrangement in which the domestic 

properties purchase the additional heat from the entity; 

 Smaller networks of only domestic properties, where there is also an investment in 

thermal storage capability (allowing the properties to balance the heat demand despite 

having similar heat use profiles); or, 

 A number of smaller networks that aggregate together for the purposes of procuring 

expertise, particularly for the operation and maintenance of networks and provision of 

customer services.  

There are lessons to be learned from the international stage with regard to uptake of smaller-

scale ‘rural’ heat networks. Austria provides an interesting example of the use of low carbon 

district heating in rural areas.  The Centre for Innovation and Energy Demand3 has examined the 

factors that supported diffusion of the technology in this example.  These were: perceived 

economic opportunities for system-builders; intermediary actors who facilitated information 

circulation; consistent and long-term policy support that underpinned societal embedding; and 

environmental and social considerations, which motivated early adopters of village-scale DH 

systems more than economics.  

                                                
2 The potential and costs of district heating networks, POYRY, 

http://webarchive.nationalarchives.gov.uk/20121205193015/http:/www.de

cc.gov.uk/assets/decc/what%20we%20do/uk%20energy%20supply/energ

y%20mix/distributed%20energy%20heat/1467-potential-costs-district-

heating-network.pdf  

3 http://www.cied.ac.uk/wordpress/wp-

content/uploads/2017/04/3525_CIED_policy_briefing_01_heat.pdf  

http://webarchive.nationalarchives.gov.uk/20121205193015/http:/www.decc.gov.uk/assets/decc/what%20we%20do/uk%20energy%20supply/energy%20mix/distributed%20energy%20heat/1467-potential-costs-district-heating-network.pdf
http://webarchive.nationalarchives.gov.uk/20121205193015/http:/www.decc.gov.uk/assets/decc/what%20we%20do/uk%20energy%20supply/energy%20mix/distributed%20energy%20heat/1467-potential-costs-district-heating-network.pdf
http://webarchive.nationalarchives.gov.uk/20121205193015/http:/www.decc.gov.uk/assets/decc/what%20we%20do/uk%20energy%20supply/energy%20mix/distributed%20energy%20heat/1467-potential-costs-district-heating-network.pdf
http://webarchive.nationalarchives.gov.uk/20121205193015/http:/www.decc.gov.uk/assets/decc/what%20we%20do/uk%20energy%20supply/energy%20mix/distributed%20energy%20heat/1467-potential-costs-district-heating-network.pdf
http://www.cied.ac.uk/wordpress/wp-content/uploads/2017/04/3525_CIED_policy_briefing_01_heat.pdf
http://www.cied.ac.uk/wordpress/wp-content/uploads/2017/04/3525_CIED_policy_briefing_01_heat.pdf
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The role of industry in heating innovation and cost reduction (Q18-Q21) 

Industry appreciates that it has a significant role to play in reducing cost through investment in 

innovation and enhancing understanding of how heat works across the UK. 

With regard to innovation, clarity as to the future trajectory of UK heat policy will assist industry 

to have the confidence to invest in innovation. This has been demonstrated previously through, 

for instance, the Capacity Market and its role in driving down costs of Combined Cycle Gas 

Turbines (CCGTs) and Contracts for Difference (CfD) and its effect on price innovation in the 

offshore wind industry. 

Further, to ensure future policy encourages and supports future innovations, the ADE suggests 

that regulation be kept light-touch (principles-based) to allow industry the flexibility to adapt to 

innovative opportunities.  

With regard to enhancing understanding, there is a significant need for accurate ongoing 

monitoring of heat provision and use. The more that is understood about how people use heat, 

and how heat provision changes over time, the greater potential there is for more efficient design 

and delivery. For heat networks, this is one area in which the ADE’s forthcoming Heat Networks 

Technical Compliance Scheme will seek to make a difference. Information gathered with regard to 

heat networks will also provide valuable insights that can be applied across the heating industry 

more broadly.  

One area in which there is potential to make significant efficiencies in the near-term is that of 

over-sizing. There is a tendency across the entire heat industry to oversize equipment, so as to 

reduce the chance of there being insufficient heat – however this can have a significant effect 

both on efficiency and on cost. Minimising this practice will be important in driving down costs. 

 

Enabling uptake of clean heating (Q22-Q40) 

In general, domestic consumers do not plan their heating choices until their existing system 

(traditionally a boiler) breaks down – domestic consumers do not tend to strategise about long 

term heating.  

Opportunities for installation of clean heating in homes occur at a range of points in the building’s 

lifetime.  Trigger points for energy performance work are: maintenance; modernising and 

upgrading; major refurbishment or complete renovation; and distress purchases.  It is unlikely 

that either maintenance nor distress purchases will be appropriate times for the introduction of 

novel heating options, and hence the focus should be on modernising and upgrading, and major 

refurbishment or complete renovation. 

Obligation approaches can be a useful tool in driving transition. With regard to the specific models 

noted in the call for evidence: 

Example 1 – information provision obligation on fossil fuel boiler providers 

It is essential to recognise that the installer community has important role in influencing 

people’s heating decisions. The Association believes that obliging information provision 

alone will not be enough. An effective solution will ensure the incentive for the installer is 

directly aligned with the government’s intentions to decarbonise.  

Additionally, it is important to consider that in the proposed model the information is being 

provided at the time of a ‘distress purchase’, which does not allow time for consumers to 
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consider their options and weigh the costs and benefits appropriately. Focusing such 

decisions on different timelines, such as when people are considering selling their property 

or doing major renovations, would be more effective.      

Example 2 – efficiency funding   

The Association is supportive of the idea that increased buildings efficiency should be 

encouraged within the heat decarbonisation policy mix.  In some cases, this could include 

additional funding for energy efficiency measures. 

The ADE would be concerned about links between such funding and the Energy Company 

Obligation (ECO), as ECO is focussed on targeting specific people (or groups of people), 

whereas appropriate low carbon efficiency choices are about building type. The differing 

objectives mean these considerations are likely best kept separate.  

Example 3 – a role for Distribution Network Operators (DNOs) or Gas Distribution 

Networks (GDNs)  

The ADE appreciates that there could be significant opportunities in engaging DNOs, as 

they are well-placed to understand some of the key system benefits of demand reduction. 

Consideration would need to be given as to the differences in understanding of the heat 

and power markets however, and how to support DNOs in navigating these differences.   

Examples 4 & 5 – Obligations on manufacturers and suppliers of oil systems  

The ADE acknowledges how introducing targets for alternatives or requiring a move to 

selling alternatives could be an effective method for achieving a significant shift on short 

timescales, however would be cautious about these approaches in terms of their ability to 

contribute to the creation of a longer term sustainable market for low carbon systems. 

This can be seen in the impact of the ECO scheme on the market for energy efficiency 

measures. Models will be most effective when they incentivise the transformation of core 

business for organisations, rather than an annoyance or ‘tick box’.   

 

Unlocking private investment and moving away from subsidy 

Clarity of policy trajectory is useful to de-risk private investment. In particular, outcome-based 

regulation can play an effective role in providing such certainty, as investors perceive that 

support is not limited to a particular political timeframe – they feel assured of the long-term value 

of their investment. 

The Association believes that the policy framework should seek to move away from subsidies.  

This call for evidence and consideration of a future framework represents a valuable opportunity 

to consider the energy system as a whole and to empower people to make the right decisions for 

themselves, rather than to dictate those decisions through overly-specific subsidies. The 

Association would instead encourage investment in building local supply chains, to enable greater 

market growth.  

To encourage novel approaches, the ADE believes that there is benefit in focussing on the desired 

outcomes, rather than the process. This is consistent with how value is assessed in many other 

markets. This could allow for Government to decide what they are willing to pay for certain levels 

of carbon abatement, and then have the market innovate to deliver.  
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Additionally, there are likely many transferable ideas that can be garnered from evidence 

gathered under the call for evidence on ‘Building a Market for Energy Efficiency’4 - as there will be 

many parallels between unlocking private finance for demand reduction and for other elements of 

heat decarbonisation. 

The Association is supportive of the proposed ‘whole house’ approach of combining interventions 

technologies and energy sources (gas, heat and power). To support this, it is important that 

schemes or policy initiatives are designed to work together and that they incentivise people to 

consider energy solutions holistically. As above, incentives should be linked to desirable 

outcomes: high energy performance, low carbon buildings. 

 

Local approaches 

The Association is very supportive of local approaches – good decisions are made when we start 

by understanding the user first. Heat, in particular, is a local issue at its heart. Additionally, local 

ownership encourages more genuine engagement and builds community trust, which is essential 

when attempting to implement significant change.  

There are many examples from around the UK of where local approaches have already proved 

critical to investment in strategic energy solutions – for example, in London, in Bristol, in 

Birmingham and in Manchester. 

Barriers to achieving desired outcomes through local approaches that should be considered 

include challenges in resourcing on a local level (including the diversity in the amount of resource 

and expertise available at different localities) and tension between local, regional and national 

powers. Additionally, if there is a wide variance in approaches on a local level, this can lead to 

issues in ensuring consistency within national markets – and could close-off opportunities to join 

up local solutions (to become regional solutions) at a later date. 

 

Building consensus around clean heating  

It will be critical that solutions are supported by a strong, centralised communications campaign – 

we know that consumers feel that they struggle to get neutral advice on what solutions suit 

them, as often the person offering advice is trying to sell them one particular technology. 

Improving domestic consumers’ base level understanding of options, benefits and caveats, and 

where they can go to learn more, will help remove some of the wariness about transitioning away 

from a technology they know. 

Building consensus will also require building understanding and buy-in from stakeholders all the 

way along the supply chain.  

It will be important to acknowledge in particular the relationship between installers and domestic 

consumers, who often look to them for advice. Installers are an informational lynchpin at a critical 

time (often when a traditional solution has stopped working) so it is imperative they are part of 

the solution. 

Further, whichever solutions are favoured by future policy, there will need to be significant 

investment in upskilling workers along the supply chain. There is an excellent opportunity to 

identify synergies in skills needed in the current fossil fuel market and the future low carbon 

                                                
4 https://www.gov.uk/government/consultations/building-a-market-for-energy-

efficiency-call-for-evidence 
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heating market, and to leverage these. There are many lessons to learn and skills to utilise from 

the traditional fossil fuel market – much of what works, and what are systemic issues, is true 

across both markets.  

Aligning these markets could also offer opportunities in terms of the sustainability of the 

workforce. As fossil fuel solutions are phased out, there will be fewer employment opportunities 

in this sector. Supporting the fossil fuel workforce to transition to low carbon workforce, on top of 

upskilling a base low carbon workforce right now will be useful to both markets. 

 

Future proofing and new build (Q41-44) 

Identifying and installing a comprehensive energy solution – or solutions – that suit the needs of 

the specific user involves considering the interaction of different pieces of technology, along with 

behaviour. This can be done most ‘cleanly’ and coherently at the outset. Making piecemeal 

decisions along the way, even when you have sought to favour solutions that ‘keep your options 

open’ tends to be more expensive, and skews towards decisions that more easily fit within the 

framework already in existence.  

 

 

 

 

 

 

 

 

 

The ADE believes this is an exciting opportunity to set comprehensive, integrated heat policy, and 

looks forward to continuing to engage with the Department as further consultation on this topic 

takes place. The Association would be open to convening industry groups for targeted 

engagement on specific technologies, if this would be of use.  

 

The Association is eager to be involved in further discussions on proposed solutions, and will 

share further thinking and results of modelling as it continues to engage with members to identify 

evidence and innovative ideas. 

 

For further information please contact: 
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Senior Policy Manager 

Association for Decentralised Energy 
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