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1.1 Towards a demand-led approach to commercialising 
low carbon technologies 

1  INTRODUCTION: 
DRIVING DEMAND
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1 Stern Review on the Economics of Climate Change, HM Treasury (2006), pXVIII
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2.1 Valuing carbon savings made by demand reduction 
technologies

2  VALUING CARBON 
SAVINGS

Box 2.1 - The Renewables Obligation 

The Renewables Obligation requires electricity 
suppliers to source a percentage of their 
electricity from renewable sources. The target 
percentage increases incrementally from 3% 
in 2002 to 15.4% in 2015. Renewable energy 
generators are issued with Renewables 
Obligation Certificates (ROCs) for every 
megawatt hour of renewable energy they 
produce. When an electricity supplier buys 
renewable energy from a renewable energy 
generator, they are also required to pay an 
additional amount to purchase the ROC to 
prove that they have met their Renewables 
Obligation. Suppliers that fall short of meeting 
their Renewables Obligation are obliged to pay 
the difference into a ‘buy-out fund’. The revenue 
generated by this fund is redistributed among 
suppliers that met their Renewables Obligation 
in full.

Box 2.2 - Feed-in Tariffs 

Feed-in Tariffs support small scale renewable 
energy generation by obligating energy com-
panies to buy all surplus energy generated in 
this way, and guaranteeing they will pay a fixed, 
above-market rate for it. The cost will be shared 
among electricity suppliers proportional to their 
share in the electricity market in the UK. The tariff 
will apply to renewable electricity installations up 
to a maximum capacity of 5 MW from sources 
including solar photovoltaic, wind, hydro, anaero-
bic digestion and domestic-scale micro-CHP. 
Feed-in Tariffs are due to begin in April 2010. 
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Recommendation 2

2.2 CRC Energy Efficiency Scheme

Box 2.3 - CRC Energy Efficiency Scheme  

Under the CRC Energy Efficiency Scheme, 
participating organisations will be obligated to buy 
carbon allowances to cover their on-site energy 
usage, but not transport. The revenue generated 
by the sale by government of carbon allowances 
is to be redistributed among participating 
organisations depending upon their performance 
in reducing emissions.

The carbon allowances in the CRC Energy 
Efficiency Scheme are to be sold by the 
government at £12 per allowance in the 
introductory phase. Allowances may also be 
traded on a secondary market. 

In the introductory phase, unlimited allowances 
are available in the sale period. In subsequent 
phases, there will be a cap on the total number 
of available allowances, with the aim of ensuring 
that total CO2 emissions are reduced over time. In 
these phases, allowances will be auctioned and 
the supply of allowances will be capped. 

Driving Demand: Creating opportunities for the commercialisation of low carbon technologies 
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3.1. Measuring embedded carbon

2  The PAS2050 Specification measures the life cycle emissions for all greenhouse gases not just carbon dioxide. Other 
gases are measured in carbon dioxide equivalents.

3  EMBEDDED CARBON IN 
GOODS AND SERVICES
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3.2 Overcoming barriers to measurement

Recommendation 3
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3.3 Supply chain management Box 3.1 - Carbon footprinting as key to 
supply chain management

While direct emissions from on-site electricity and 
fuel use can be major sources of greenhouse 
gas emissions from production processes, 
examination of supply chains, and consumer use 
phases of the product life cycle, can reveal that 
these also make a significant contribution to 
climate change. 

Best Foot Forward (BFF) has conducted a 
number of footprint assessments and these have 
shown that emissions from the supply chain often 
contribute more than 90% of the total impact 
of a product, or that, in some cases, emissions 
associated with the use phase of a product can 
dwarf production emissions. A small effort in the 
supply chain can therefore contribute a greater 
reduction in emissions than an on-site effort, 
as well as reducing the risks and costs to the 
supplier. 

‘Diagnostic’ footprinting, using readily available 
physical or financial data, is a cost effective way 
to identify potential opportunities to improve 
resource efficiency and reduce emissions. These 
may include initiatives such as light-weighting, 
materials substitution, waste minimisation and 
recycling, durability improvement and innovative 
business models, such as refurbishment and 
leasing, rather than ownership followed by 
disposal. It can also be used to identify priority 
actions based on return on investment and 
scale of improvement. Carbon labelling, which 
requires more product specific data to derive a 
footprint, costs more but can be a useful tool for 
communicating with consumers.

Driving Demand: Creating opportunities for the commercialisation of low carbon technologies 
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Best Foot Forward and Orangebox
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3.4 Selling goods as services
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Car clubs – a ‘sale of service’ business model
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4.1 Targeting regulation

4.2. Regulating outcomes 

4  DRIVING DEMAND 
THROUGH REGULATION
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3  Brent D. Yacobucci, Advanced Fuel Technologies: 
Energy, Environment and Development Issues,
 CRS Report for Congress, (2007) p.5

4  California Environmental Protection Agency Air 
Resources Board 
http://www.arb.ca.gov/msprog/zevprog/background/
background.htm

California’s Zero Emission Vehicle (ZEV) Mandate
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4.3. Ambition

5  Disruptive Technologies for Light Metals Symposium, Aluminium from Cars to Cans, Geoff Scamans Innoval Technology, 
London (April 2006) 
http:www.innovaltec.com/downloads/scamans_cans_to_lowco2_cars.pdf

6 Meeting Carbon Budgets – The Need for a Step Change, Climate Change Committee (2009), p196
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Box 4.1 - EU Carbon regulation targets

The EU framework for reducing car emissions 
agreed in April 2009 set a legally binding target 
to reduce average new car emissions across 
the European Union from the then average level 
of 153.5g CO2/km to 130g CO2/km by 2015. 
Each manufacturer will be given an individual 
target along with penalties for not achieving 
these targets.6
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4.4 Medium term benchmarks
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Box 4.2 The Code for Sustainable Homes

The Code for Sustainable Homes aims to reduce 
energy usage in newly built homes. The Code 
requires that new homes conform to a certain 
energy efficiency standard depending upon 
the date upon which they are built. The energy 
efficiency standard is expressed as a percentage 
increase on the energy efficiency standards in 
the 2006 building regulations. After 2010 all new 
homes must be built to code level three, which 
requires a home to be 25% more energy efficient 
than the 2006 regulations, by 2013 all homes 
need to be level four, 44% more energy efficient 
than the 2006 regulations. Finally, all homes built 
after 2016 are required to be ‘zero carbon’, i.e. 
the net carbon emissions from a house over the 
course of the year should zero.
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4.5 Maximising market certainty Box 4.3 - The Carbon Emissions Reduction 
Target (CERT)

The Carbon Emissions Reduction Target (CERT) 
is the government’s main policy to reduce 
energy demand within the existing housing 
stock. It drives demand for energy efficiency 
technologies by obligating energy suppliers with 
more than 50,000 customers to reduce the 
carbon emissions of those customers. CERT is 
expected to save 5.6MtCO2/yr at the end of the 
policy, which is approximately 3-4% of emissions 
from the UK’s housing stock. The programme 
began in 2008 and was expected to run until 
April 2011. However in December 2009 the 
government began consulting on whether to 
extend the programme until the end of 2012. 
CERT follows on from two similar schemes, the 
Energy Efficiency Commitment 1 (EEC1), 
which ran from 2002-2005, and the Energy 
Efficiency Commitment 2 (EEC2), which ran from 
2002-2008.

Energy suppliers deliver carbon saving measures 
to homes and are given a score for each 
measure they use. The score represents the 
expected emissions reduction delivered by that 
measure over its lifetime and is determined by 
the Buildings Research Establishment domestic 
energy model, which is based on an average UK 
house. The scores allocated to loft and cavity wall 
insulation have been reduced by around 50% 
because it was discovered that poor installation 
skills and the ‘rebound effect’ were impacting 
upon the effectiveness of these technologies. 
The ‘rebound effect’ is where householders 
use energy less efficiently in response to their 
cheaper energy bills, counteracting potential 
carbon savings. 

Driving Demand: Creating opportunities for the commercialisation of low carbon technologies 
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Recommendation 6
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5.1 Low carbon differentiation

5  DRIVING DEMAND 
THROUGH PROCUREMENT
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5.1.1 Comparing low carbon tenders

5.1.2 EU law and low carbon differentiation
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Recommendation 7

5.2 Outcome based procurement 

Recommendation 8
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5.2.2 Forward Commitment Procurement Box 5.1 - The Small Business Research 
Initiative

The Small Business Research Initiative (SBRI) is 
being run by the Technology Strategy Board to 
try to encourage innovation and small business 
participation in the procurement process. Under 
the SBRI, public sector organisations are 
encouraged to set out a challenge or to define 
an outcome that cannot be met using existing 
technology. Industry is then invited to suggest 
technology solutions and the public sector 
organisation funds the research and development 
of the technology. 

The SBRI operates under procurement 
regulations, so it cannot be restricted to small 
businesses, but the inquiry heard that around 
three quarters of all contracts have been 
awarded to small companies, and around 60% 
have been awarded to companies with fewer 
than fifteen employees. 
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5.3 Whole-life costing
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Forward Commitment Procurement of Zero Waste Prison Mattresses 
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CARBON CONNECT

Designed by Lloyd Northover & Richard P Chapman Design Associates
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