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Ministerial Foreword

Oliver Letwin

Minister of State,
Cabinet Office
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Department of Energy
and Climate Change
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Parliamentary
Under-Secretary of
State, Department for
Communities and Local
Government

This paper draws on evidence from behavioural
economics and psychology to outline a new
approach to enabling people, at home and at work,
to reduce their energy consumption and reduce
their bills in the process.

These insights are not alternatives to existing policy.
They complement the Government's objective

to reduce carbon emissions across all sectors, and
show how we can support these efforts in relatively
low-cost ways.

Behaviourally based changes that reduce emissions
have major advantages. First, the benefits can be
very fast, unlike major infrastructure changes that
can take years, or even decades —a 1% gain today is
worth more than a 1% gain tomorrow. Second, they
can be highly cost-effective. Third, they can provide
savings and other benefits directly to citizens.

This paper demonstrates how government is
working with the commercial sector and with local
authorities to test the application of behavioural
insights to public policy in order to see how we can
encourage the uptake of energy efficiency products
by thinking about how people respond to the
incentives that they are given — either as individuals
or communities.

Other insights tell us that we can reduce carbon
emissions by informing people about what other
people living in similar households are doing to
manage their own emissions, or how much money
they may be wasting by being relatively energy
inefficient.



But this paper is not just about encouraging people
in domestic settings to do all the hard work. It also
shows what the Government has already done

to reduce the emissions of central government
departments.

We have managed to reduce emissions by over
10% in just one year, including by applying insights
from behavioural economics to departmental
policy on how to heat and light our buildings.
We have set a new target of 25% by 2015.

In the long term, these changes will save the
public sector millions of pounds a year.

Government's own endeavours are part of a
wider national movement around saving energy
and reducing carbon emissions. We want other
organisations to join us in these efforts to cut
emissions and bills, so we are launching a green
Responsibility Deal to help companies to reduce
their emissions further.

The behavioural insights at the heart of this paper
are, we believe, just the start of a new approach
to thinking about and understanding the way

in which we might conduct public policy in the
future. Applying behavioural insights in this way
will ultimately become an additional, important
way of achieving our policy objectives.
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Oliver Letwin, Minister of State, Cabinet Office
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Department of Energy and Climate Change
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This paper shows how government can make it
easier for people to use energy more efficiently.

It sets out a range of trials to test different ways

of applying behavioural insights to overcome
barriers to being more energy efficient. This
research will help to ensure that government policy
on energy efficiency will be as effective as possible
in motivating behavioural change.

Chapter | sets out how we can encourage people
to green their homes and be more energy efficient.
It puts in place four large-scale field trials to test
the efficacy of different ways of encouraging the
uptake of energy efficiency products. These trials
have been developed in partnership with local
authorities and businesses, and include:

* atrial to test the impact of offering upfront
incentives to encourage the uptake of energy
efficiency products (for example a month's
council tax holiday); and

* trials that test the impact of offering community
rewards and discounts for people who agree to
collectively purchase energy efficiency products
(for example 25% discount for five households).

Chapter 2 focuses on how we can use information
more effectively to encourage people to be

more energy efficient. In particular, it explores
how we can draw upon the fact that people are
influenced by what those around them are doing
(social norms), and are more likely to be influenced
by information which is novel, accessible and of
relevance to the individual in question. Two main
areas are explored. These are:

* atrial which examines how behavioural feedback,
including comparisons of how much energy you
are using compared with a similar person, can help
consumers to save energy. Similar trials in the US
have shown consistently positive results; and

* reforming the front page of Energy Performance
Certificates (EPCs), which provide information
for those buying or renting a home. From 2012,
these will be made much clearer, and will provide
an estimate of the costs of heating a home.

Chapter 3 demonstrates how the Government
has already done a great deal to achieve energy
efficiency savings of its own. The Government
set itself a target to reduce emissions from
departments by 10% in just one year. The
application of behavioural insights has helped the
Government to surpass this objective, for example
through changes to the default settings of heating
and lighting systems. Building on this progress,

we will seek to reduce emissions by 25% by 2015.
This chapter also recognises the work done by
UK businesses, non-governmental organisations
and other organisations, and sets out a new
Responsibility Deal, whose aim is to encourage
organisations to make public commitments to
reduce energy use.

Taken together, these trials and reforms show how
the Government is drawing on new evidence to
encourage positive behaviours in ways that do

not require a new legislative initiative or spending
programme. We will evaluate their impact, and
ensure that lessons learnt inform future policy.



2. Helping people to reduce energy consumption through better information 21

The Behavioural Insights Team and DECC are

also working with British Gas and AlertMe to
investigate the effectiveness of different channels
in providing personalised information to smart
meter consumers about their energy use.
Personalised hints and tips on how to save energy
will be provided to customers through various
channels. The advice will be based on analysis of
current patterns of energy use and consumers

will also be able to compare their consumption
with households of a similar type. The research
will involve a selection of British Gas customers
who have received smart meters in advance of the
wider roll-out. The learnings will be published and
will help to ensure that future government policy
reflects the most effective means of communicating
to smart meter customers how they might waste
less energy.

DECC research®' indicates an appetite for
consumption comparison information across all
UK consumer groups, and recommends that, even
in the absence of smart meters, consumers could
benefit from additional advice on how to reduce
their energy bills. DECC and the Behavioural
Insights Team are seeking a voluntary agreement
with energy suppliers to provide customers with
comparative consumption information on their
energy bills, as well as information on their supplier’s
lowest tariff. We believe that this information is an
important tool to help consumers manage their
energy consumption. A voluntary mechanism is our
preferred approach but, if an agreement cannot
be reached by the end of the summer, we will

look to legislate to require companies to give this
information to consumers by October 2012 at the
latest. Prior to its implementation, we will continue
to work and consult on the most effective way

to implement this policy. The way in which these
messages are framed will draw upon research
DECC has conducted, together with a growing

body of international evidence. We will also
evaluate the impact of these changes in the early
stages of their implementation to ensure that the
information is as helpful as possible for consumers.

EPCs give information about how those buying or
renting a property can make their homes more
energy efficient. All homes for sale or for rent
require an EPC, which currently contains:

* information on a home's energy use and carbon
dioxide emissions; and

* arecommendation report with suggestions to
reduce energy use and carbon dioxide emissions
(see example below).

EPCs therefore represent important vehicles
through which information about a home's energy
performance is conveyed to those individuals who
may be best placed to take action.

However, research conducted by Consumer
Focus into people’s attitudes towards EPCs3?
demonstrates that they are not having the effect
which we would like them to have. It shows that:

* 8% of people report the EPC had any impact
on their decisions to buy a property; and

* |7% of people report acting on the
recommendations in the EPC.
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The savings of having
an energy-efficient
home will be made
clearer

The new EPCs will
highlight a small
number of things
which can be done
to achieve savings —
many of which will be
eligible for the Green
Deal and will incur no
upfront cost
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The implication of these
changes to Energy Performance
Certificates

Ultimately, we believe that the changes we will
introduce to EPCs should start to change people’s
behaviours in two distinct ways:

* It should start to impact upon individuals' initial
decisions whether or not to purchase or rent a
property, and at what price, which should feed
through to house and rental prices. An inefficient
home will cost the homeowner or tenant more
to heat, and the new EPCs will make this very
clear. We know that this is already the case in the
Netherlands, where homes with a green label
sell at a premium of 3.6% relative to otherwise
comparable homes.>

* It should start to impact upon homeowners'
propensity to put in place energy efficiency
measures, in the knowledge that this will result
in cost savings for them, and will arm them with
information about how this can be done in a
cost-effective way.



3. Government and businesses

leading by example

Over the past year, the Government has taken a lead, not just in helping to create the environment
in which others can reduce their carbon emissions, but in putting in place new measures which allow

government departments to do the same.

This chapter is about what government departments have done to reduce their carbon emissions,
and how we will be doing even more in the future. It is also about how we can work with other
organisations to support their efforts to reduce their own emissions.

There are two areas that this chapter focuses on:

A After a year of concerted action, we
have delivered a step change in the

drive to tackle the Government’s own
environmental impact and reduce our
carbon emissions by 10% in 12 months.
Government has significantly exceeded
the 10% target. Never before has central
government achieved this level of reduction
in such a short space of time. We are now
setting a new target of 25% by 2015.

The excellent work done by many
businesses, non-governmental
organisations, public sector organisations

and campaign groups in encouraging
voluntary action on climate change.
We now invite others to follow these
leads and join us in making a public
commitment to reducing their impact
on the environment, as part of a new
Responsibility Deal.
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Reducing
departments’
emissions by 10% over

one year and by 25%
by 2015

To demonstrate the Government's commitment to
reducing its own carbon emissions, the Prime Minister
committed central government to cutting emissions
from its office estate by 10% between 14 May 2010
and 13 May 2011. This is an ambitious and challenging
target on government energy efficiency, covering
300,000 civil servants in 3,000 buildings.

Over this period, the Cabinet Office and DECC
have led a programme of work which has
introduced a wide range of changes to the way
in which government departments manage their
facilities and encourage changes of behaviour.

Many of these changes have involved very practical
changes to building management — for example
eliminating unnecessary or redundant external or
internal lighting. Several of the changes have also
drawn on behaviour change techniques, the most
potent of which fall into two broad categories —
changing defaults for lighting and heating, and
encouraging behavioural change through social
norms and competition.

Changing defaults in government
department buildings

The behaviour change Iiterature shows that individuals
tend to ‘go with the flow’ of a pre-set option, whether
we explicitly recognise it or not. The classic example of
this is pensions — individuals are significantly more likely
to enrol on a pension scheme if they are automatically
put onto a scheme (with the option of opting out)
when they begin their job.

The point is that defaults of this kind exert influence
as individuals regularly accept whatever the default
might be, even if that default has potentially
significant consequences. Policy makers have a role
to play here in thinking about whether the default
option does not necessarily maximise the wellbeing
of citizens — for example if the pension default
results in some people having smaller pension

pots than they would have had if the default

were different.

Changing defaults in government departments
was shown to be one of the most effective ways
of reducing emissions in them. Examples of this
included:

* changing the defaults around when heating
and cooling systems were turned on and off
through the identification of ‘optimal core
hours windows;,

* aligning operating temperatures with best
practice for the public sector, so that buildings are
never over-heated or over-cooled (space should
not be heated above 19°C or cooled below
24°C); and

* ensuring that buildings were shut down
effectively during relatively quiet periods. Some
departments did this between Christmas Day
and the New Year bank holiday, which included
minimising unnecessary lighting and heating.

Using social norms to encourage
behaviour change

As explained above, social norms can be powerful
motivators of behaviour change. The Cabinet
Office and DECC drew upon this knowledge to
encourage departments to take action.

Examples of ways in which social norms have been
used to change behaviour include the following:



* Publishing monthly performance league tables
showing progress towards the pan-government
target. These were discussed by the Cabinet
Secretary, Sir Gus O'Donnell, at his meetings
with Permanent Secretaries. This introduced
a competitive element to departmental
performance and a strong incentive for
departments to avoid the reputational loss of
being seen to perform poorly on the Prime
Minister's commitment.

Real-time displays were installed in 19 Whitehall
HQ buildings, feeding online reports of

energy use. Again, this has helped to ensure
that awareness of the programme has been
maintained, while also giving departments much
richer data about their ongoing performance.

3. Government and businesses leading by example 29

* A competition was held in October 2010 to see
which HQ building could save the most energy,
relative to the previous month. Details of how
the winning department achieved savings were
circulated to departments to help to reinforce
this behaviour as a social norm.

Achieving the 10% reduction in
carbon emissions and next steps

After a year of concerted action, we have
delivered a step change in the drive to tackle the
Government's own environmental impact and
reduce our carbon emissions by 10% in 12 months.
Government has significantly exceeded the

|0% target.
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Government has risen to the 10% challenge; the
next step will be ensure that the lessons learned in
doing so are applied as widely as possible in moving
forward. A new set of Greening Government
Commitments was published in spring 2011, setting
the framework for action on greenhouse gases,
waste, water and sustainable procurement.

In addition, we are setting a new, even more
challenging target to ensure that the the
Government keeps bearing down on its own
emissions. Building on the 10% target, we will
seek to have reduced the emissions from the
Government's estate by 25% by 2015.

The Government has led the way on showing
that it is possible to reduce emissions rapidly and
cost effectively. We also recognise the excellent
work done by many businesses, non-governmental
organisations, public sector organisations and
campaign groups in encouraging ambitious
voluntary action on climate change. We now invite
others to follow these leads and join us in making
a public commitment to reducing their impact

on the environment, as part of a new green
Responsibility Deal.

This is part of a broader approach by the
Government to establish new partnerships
with businesses to achieve social objectives.’
We will build on the approach of the Public
Health Responsibility Deal; as in health, voluntary
approaches complement rather than replace
current government schemes.

6

This new Responsibility Deal invites businesses and
other organisations to make public commitments
to reduce energy use and emissions by a specific
amount by a specific date in the future, with

the long-term aim of becoming carbon neutral.
Adopting the Government’s |0% target is one
route which Responsibility Deal partners may wish
to take, but we recognise that different levels will
be right for different organisations. Free support
for business is available via the non-profit group
10:10 (1010uk.org).

Voluntary action must be led from the ground
up, but the Government will help by putting in
place a simple and trusted online mechanism for
organisations to make transparent pledges on the
environment against which they can be measured
by customers, business partners and the public.

Some organisations will be able to go further than
others, and we welcome those wishing to make
broader commitments relating to other sustainability
areas (such as recycling or water usage), to support
staff and customers to take action or pledges to
introduce more environmentally friendly products
and services. The Government's Green Economy
Council will make a set of pledges later in the year.

The Responsibility Deal will formally launch in the
autumn, but we welcome all organisations that are
willing to commit to reducing their emissions and
impact on the environment.



Conclusion

This report illustrates some of the ways in which
behavioural insights can be used to help reduce
emissions and save people money. It also illustrates
a key point that in many areas, although the
behavioural insights literature gives us powerful
clues about what blocks behaviour and what might
work to make it easier and more appealing for
people to change their consumption, we need to
approach the issue with a degree of humility and
pragmatic experimentation.

Ultimately much of the innovation going forward
will flow from businesses, communities and the
expression of consumer preference. So the other
half of the story, and the Green Deal, is ensuring
that the incentives on businesses — from energy
companies to lenders — drive innovation towards
energy efficiency and conservation for consumers.
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