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RESEARCH REPORTS - EXECUTIVE SUMMARY 

 

INTRODUCTION 

Investment in housing does not always deliver the intended outcomes and an increasing list of issues 

to be taken into account in housing schemes is stretching already inadequate budgets.   

However, there are a number of opportunities and emerging models that support a new approach to 

designing, delivering and managing our national housing stock.  Our research has found that money 

is not the showstopper that is often claimed when we propose that a higher performance standards 

must be achieved from our housing and UK programme of housing investment is required.   

There are a number of other recognised systemic failures common in our ‘business as usual 

approaches’.  Removing the barriers of systemic failures is possible.  Part of the answer lies in 

creating a demand for long term value and high quality outcomes from investment in housing.  To do 

this we need a new vision underpinned by confirmation of a coherent set of objectives and a belief 

that value can be added without increasing long term costs.   

The SHAP WMHOG research commissioned in 2018, provides an evidence base to support 

decisionmakers in defining a new vision for housing, with a clear set of objectives, that can be 

procured with more certainty of outcomes being achieved and that high quality long term outcomes 

can be afforded now. 

This research has been grant funded by the West Midlands Housing Officers Group (WMHOG) and 
supported by a large number of SHAP Members and industry leaders.  However, the findings are not 
restritcted to use by West Midlands authorities and others are invited to take a look and, where they 
have it, provide additional evidence and information to help with the testing and updating of the 
research findings. 
 
The research information will be further developed for easy web access and will be updated as 
context changes and more information becomes available. 
 
The research reports can be found at:  www.shap.uk.com/research. 
 

RESEARCH TOPICS 

The 2017/2018 SHAP WMHOG research programme investigated three related and interdependent 

topics:   

1. Development of a West Midlands healthy homes new build standard supporting the delivery 
of high quality, energy efficient, healthy homes.  

2. Development of a West Midlands Smart Sustainable procurement model to improve value for 
money and long term outcomes from investment in housing by Local Authorities and their 
partners  

3. Development of a West Midlands Model for financing the refurbishment of existing homes to 
address fuel poverty and energy efficiency targets.   
 
 

http://www.shap.uk.com/research
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RESEARCH OBJECTIVES 

 

1. Create a vision and a common set of objectives for WM LAs and give the information to 
help drive forward the demand for high quality outcomes from investment in housing in 
their area.   

2. Demonstrate that better outcomes are realistic, affordable and deliverable but confirm 
that more robust and iterative processes need to be in place. 

3. Disseminate where great things with good outcomes are happening and reflect on the 
success factors behind them. 

 

RESEARCH REQUIREMENTS 

The research had to be relevant to: 

• All tenures 

• Many types of housing construction 

• Urban, rural and suburban areas 

• Whole place solutions 

• Changing energy system, demographics, health and wellbeing contexts 

• Existing planning regulation but with a vision and plan for future planning policy and Building 

Regulation reviews 

• Building resilience to increasing extreme weather events and changing energy demands 

FACTORS INFORMING THE RESEARCH 

1. There is a desire to improve outcomes from investment in housing. A significant percentage 

of new build housing does not meet the performance required by the Building Regulations 

applying at the time of planning approval1.   A significant percentage of energy efficiency 

retrofit (e.g. external wall insulation) has led to unexpected consequences and/or has had to 

be removed and reinstalled.  The Preston case study details an extreme example of failure.2 

2. Radical change is required to deal with the worst housing stock in Europe3.  A number of 

systemic issues such as fuel poverty, homelessness and the increasing evidence base of the 

incidence and cost of mental and physical ill health are associated with poor housing and 

poor placemaking.  These can be addressed through a focus on long term outcomes/value 

from investment in housing. 

3. Housing is a critical part of our social and physical infrastructure and should be regarded as 

such 

4. Investment in housing should be treated as infrastructure investment i.e. long term 

programmes rather than discrete, ad hoc projects. 

5. Finance is available for the creation of a high quality, sustainable housing stock in the UK but 

we need to approach housing investment differently. 

6. There are new drivers for better outcomes from housing investment e.g. industrial strategy 

and construction sector deal; focus on building regulations after the Grenfell fire; financial 

                                                                    
1 Ref: https://www.gov.uk/government/publications/low-carbon-homes-best-strategies-and-pitfalls 
2 Ref: http://www.katedeselincourt.co.uk/preston-retrofit-disaster/ 
3 Ref: https://www.birmingham.ac.uk/Documents/college-social-sciences/social-
policy/SPSW/Housing/2018/delivering-healthy-housing.pdf 



 

WORKING DRAFT August 2018 

P
ag

e9
 

opportunities due to transformation of the energy sector; skills and materials shortages and 

the skills agenda; growing circular economy agenda; increased focus on a holistic whole 

place and inclusive growth agenda. 

7. Procurement based on a lowest cost approach to value for money does not allow for long 

term outcomes to be valued or the total cost of occupation of homes to be balanced against 

initial capital investment costs.   

RESEARCH TEAM 
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RESEARCH FINDINGS  

There is the need and great opportunity to manage investment in housing in a completely new way.  

If housing investment is treated in the same way as investment in other national infrastructure 

assets, then we can build affordable finance packages that deliver lower total costs of occupation for 

householders and lower risk/improved outcomes for investors. 

RESEARCH HEADLINES 

Systemic failures are impacting on the success of securing desired outcomes from investment in 

housing. 

There are significant financial, social and environmental opportunities from reviewing ‘business as 

usual’ approaches to housing design, procurement and management in order to reduce risks of 

unpredictable outcomes and costs associated with housing projects and secure long term value from 

housing investment.  There is sufficient opportunity within existing regulatory frameworks for this to 

happen immediately. 

However, there are also some necessary conditions for changes to ‘business as usual’ to be effective: 

particularly creation of iterative feedback loops driven by an ‘intelligent client’; a desire to secure 

long term positive outcomes and impact from investment; interest in whole place solutions and 

building resilience into projects (extreme weather events; changing demographics; digital and 

energy system transformations). 

New financial models can now address the split incentive and allow capital costs for enhanced 

quality and performance to be recovered by investors whilst also allowing occupants to benefit from 

revenue savings and greater comfort. 

There is finance available to all tenures to support whole house energy efficiency retrofit and 

evidence from the Netherlands shows that costs do fall as the pipeline grows. 

More information is required to fully understand the associated costs and performance of homes 

built above building regulations.  We know that there is still a issue with (10- 40%) housing failing to 

meet the Building Regulations applying at the time of construction, representing a huge waste of 

money. 

Energy system transformation is driving change in heating and power solutions for housing and 

providing financial opportunities for housing developers and asset managers (including private 

owners). 

Investment in housing fabric and active ventilation strategies do result in greater comfort for 

occupants.  Such investment may not reduce energy bills but does help improve quality of life and 

life outcomes. 
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RESEARCH RECOMMENDATIONS 

1. Approach housing as one element of our national infrastructure and invest accordingly for 

long term outcomes – long term largescale programmes of investment 

2. Consider housing within whole place solutions 

3. Make use of existing regulatory frameworks and tools/guidance to drive up the predictability 

and value of  long term outcomes from investment in housing.  

4. Understand the potential for the supply chain to provide more value if they can be given the 

opportunity to do so by completely overhauling procurement processes 

5. Test and develop the new financial models that are available, providing return on 

investment for capital spend to deliver increased quality and performance for both the new 

build and existing housing stock 

6. Take advantage of the transforming energy system and digital offer  

7. Plan for change – increased weather impacts, demographics, connectivity, energy system – 

and do not preclude the opportunities for future investment by designing out prohibitive 

future enabling costs 

8. Invest in skills and training across the whole supply chain from client to maintenance 

services 

9. Take immediate action to address issues such as the performance gap of new housing 

10. Invest in monitoring and evaluation and carry findings back into feedback loops 

11. Remember that housing becomes homes and people can be completely unpredictable and 

perverse in their maintenance, energy and technology management. 

 

THE RESEARCH REPORTS 

 

West Midlands new build healthy housing performance standard matrix 

SHAP standard presentation – conference – handout 

West Midlands new build healthy housing performance standard supporting notes 

Costing Energy Performance Enhancements Beyond Building Regulations 

Maximising Outcomes from Investment in Domestic Retrofit 

Finance Models for Retrofit of All Housing Tenures 

SHAP WMHOG Smart and Sustainable Procurement Model July 2018 

  

https://shapuk.files.wordpress.com/2018/07/west-midlands-new-build-healthy-housing-performance-standard-matrix.pdf
https://shapuk.files.wordpress.com/2018/08/shap-standard-presentation-conference-handout.pdf
https://shapuk.files.wordpress.com/2018/07/west-midlands-new-build-healthy-housing-performance-standard-supporting-notes.pdf
https://shapuk.files.wordpress.com/2018/07/costing-energy-performance-enhancements-beyond-building-regulations.pdf
https://shapuk.files.wordpress.com/2018/07/maximising-outcomes-from-investment-in-domestic-retrofit.pdf
https://shapuk.files.wordpress.com/2018/07/finance-models-for-retrofit-of-all-housing-tenures.pdf
https://shapuk.files.wordpress.com/2018/08/shap-wmhog-smart-and-sustainable-procurement-model-july-2018.pdf
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NEW BUILD HEALTHY HOMES RESEARCH HEADLINES AND RECOMMENDATIONS 

The Sustainable Homes Action Partnership appointed Axis Design to develop a new build healthy 
homes performance standard which summarises the regulatory minimum standards across a range 
of issues and provides guidance on how to move flexibly towards a range of standards that will 
deliver high quality healthy homes fit for 2050.   
 
Cambridge Architectural Research (CAR) were appointed to provide cost estimates for enhanced 
energy performance targets and to compare the costs for traditional and non-traditional 
construction approaches.   
 

SUMMARY OF FINDINGS 

1. A new approach to viability that considers the total cost of occupation should result in better long 

term outcomes from new housing developments with more predictable maintenance and energy 

costs.  The retrofit finance model demonstrates that any increased capital costs can be recovered 

by the investor. 

2. New homes built today to current Building Regulations will need to be retrofitted to meet 2050 

homes targets.   

3. Planning policy allows energy targets to be set above current Building Regulations and requirements 

of local authorities do vary regarding building performance and renewable energy generation 

installation.  “As per the Written Ministerial Statement of March 2015, Local Authorities can continue 

to set and apply energy performance standards for new homes that exceed current Building 

Regulations providing they have a policy in place and can evidence need and viability. But Local 

Authorities are ‘not expected’ to require energy performance above that required by Code Level 4 

(19% above BR 2013). If the changes to the Planning and Energy Act are brought into effect in future, 

this ability may be removed.  

 Local Authorities can still include Merton style policies in their Plans which require a percentage of a 

development’s energy use to be delivered by renewable or low carbon energy on or near to the site. 

(Sections 1A and 1B of the Planning and Energy Act have not been affected by the Deregulation Act, 

only section 1C which enabled local authorities to require above Building Regulations energy efficiency 

standards).  

Where local plans require decentralised energy to be considered in accordance with the NPPF this can 

be maintained.  

Non domestic building have not been affected. Local Authorities can still require above building 

regulations standards (commonly defined by the use of BREEAM, LEED or any other tool) for non-

domestic buildings.”  UKGBC briefing4  

4. Whole place solutions are increasingly a focus for the UK housing stock as the energy system changes, 

the use of electric vehicles is predicted to rise dramatically and there is recognition that high quality 

homes in great places can support inclusion, address loneliness and mental and physical ill health and 

tackle contributory factors such as obesity, poor air quality and access to opportunities. 

5. New build costs are difficult to establish.  There is an expectation that industrialisation of housing 

construction, alongside traditional build, will result in improved quality, future cost reductions and 

new employment opportunities but this needs to be verified. 

6. The Industrial Strategy (November 2018), Construction Sector Deal (July 2018) and emerging WMCA 

strategies and SIDP are driving innovation in housing delivery to meet speed and quality demands and 

deliver skills and employment opportunities. 

                                                                    
4 
https://www.ukgbc.org/sites/default/files/Briefing%20on%20changes%20to%20planning%20and%20
regulations%20for%20new%20homes_0.pdf  

https://www.ukgbc.org/sites/default/files/Briefing%20on%20changes%20to%20planning%20and%20regulations%20for%20new%20homes_0.pdf
https://www.ukgbc.org/sites/default/files/Briefing%20on%20changes%20to%20planning%20and%20regulations%20for%20new%20homes_0.pdf
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7. New finance models are required to take advantage of opportunities such as the changing energy 

system and mechanisms for long term return on investment to investors to address the split 

incentive. 

8. The SHAP WMHOG new build healthy homes performance standard provides a simple to use graphic 
tool which allows local authorities to foresee changes in regulatory standards and good practice and  
pathway to move at their own speed to 2050 homes standards.  The graphic is easily updated as 
Building Regulations change.   The graphic allows the quality of individual schemes to be 
demonstrated and different schemes to be compared.  The graphic can be updated to link through to 
local planning policies and relevant guidance. 
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NEW BUILD HEALTHY HOMES PERFORMANCE STANDARD – AXIS DESIGN 

The SHAP WMHOG new build healthy homes performance standard provides a simple to use graphic 

tool which allows local authorities to foresee changes in regulatory standards and good practice and  

pathway to move at their own speed to 2050 homes standards.  

West Midlands new build healthy housing performance standard matrix 

SHAP standard presentation – conference – handout 

West Midlands new build healthy housing performance standard supporting notes 

 TABLE 1 –  IMAGE OF SHAP WMHOG HEALTHY HOMES PERFORMANCE STANDARD  

This information is generated from a table which sets out the SHAP WMHOG healthy homes performance 

standard. 

The Table shows: 

Column 1: 6 topics (water, carbon, comfort, space, 

places and Energy) and one overarching theme of  

Wellbeing:   Column 2: basic regulatory standards.  

Column 3: short term enhanced standards.  Column 4: 

medium term enhanced standards. 

It is anticipated that Column 2 (regulatory standards) 

will change over time and be replaced by enhanced 

targets (e.g. as a result of the current Building 

Regulations review). 

Columns 3 and 4 will be accordingly updated as 

regulatory targets change and new information and 

guidance becomes available.   We already know we 

have to meet new targets for housing by 2030 and 

2050.  The SHAP WMHOG new build healthy homes 

standard shows how to move toward these targets as 

efficiently and quickly as possible, with the objective of 

avoiding the need for reinvestment and doing the job 

twice before 2050. 

This standard is being fed into discussions with the 

WMCA and PHE on housing quality and whole place 

solutions. 

The table can also be shown as a circular graphic, Figure 1, which then acts as: 

A graphical evaluation chart, summarising the recommendations in the standards table. 

This can be used as: 

• A framework for use by topic working groups and project consultants in meetings and workshops, 

Figure 1 

• A method to overlay a scoring system to simplify and structure cross project dialogue, Figure 2 

https://shapuk.files.wordpress.com/2018/07/west-midlands-new-build-healthy-housing-performance-standard-matrix.pdf
https://shapuk.files.wordpress.com/2018/08/shap-standard-presentation-conference-handout.pdf
https://shapuk.files.wordpress.com/2018/07/west-midlands-new-build-healthy-housing-performance-standard-supporting-notes.pdf
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• A comparative tool to assist judging housing quality between topics and across housing projects, 

Figure 3 

 

FIGURE 1 -  SHAP WMHOG HEALTHY HOMES STANDARD: CIRCULAR GRAPHIC 

The representational graphic sets current 

Building Regulations at the centre of the 

circle with recommended first stage 

enhancements in the next circle and 

stretch targets in the outer circle.  Each 

circle can be updated and moved along the 

timeline as policy and vision/ambitions 

change.  

 

 

 

 

 

 

 

 

FIGURE 2 - SHAP WMHOG HEALTHY 

HOMES STANDARD: ANALYSIS AND REPORTING TOOL 
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A method to overlay a scoring system to simplify and structure cross project dialogue 

 

 

FIGURE 3 –  SHAP WMHOG HEALTHY HOMES STANDARD:   A COMPARATIVE TOOL TO 

ASSIST JUDGING HOUSING QUALITY BETWEEN TOPICS AND ACROSS HOUSING PROJECTS  

 

 

The standard also foresees emerging issues such as the need for homes to become smart(er), changing 

demographics a transforming energy system, new work/life patterns and a growing demand for increased 

digital and transport connectivity. 
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COSTS FOR ENHANCING NEW BUILD HOMES ENERGY PEFORMANCE – CAMBRIDGE 

ARCHITECTURAL RESEARCH 

The CAR research examined the additional costs involved in going beyond the minimum 
performance requirements of current Building Regulations for Energy 
Conservation in 3 steps moving towards an ultra low energy/zero carbon home. 
  
This research will be supplemented by further industry surveys during September 2018. 

Costing Energy Performance Enhancements Beyond Building Regulations 

 
 There are many ways to achieve the energy efficiency enhancements and the combination 

of insulation measures and technologies used by CAR for the financial modelling is detailed 
in a spreadsheet supplied with the final report.  This can be used by developers and builders 
to examine different packages of measures for themselves (and change floor areas) 

 

THE CAR RESEARCH METHODOLOGY 

 Investigated the same package of improvements for traditional and non-traditional 
construction with an emphasis on whole-house and fabric-first approaches 

• Used same house type throughout – three-bedroom 84m2 semi-detached 

• Building on past work, did energy modelling to assess energy use in homes built to current 
Part L 

• Modelled upgrades sequentially (walls, roof, floor, windows, air-tightness, heating, PV) 

• Used 2018 Spons’ Architects’ and Builders’ Price Book, supplemented by Government 
sources, Internet searches and contractor costs 

 
 

COSTINGS  

CAR found that actual costs are difficult to determine due to commercial sensitivities and regional 
variations (e.g. reflecting skills shortages) and costings are mainly from SPONS.  However, book 
prices from SPONS were challenged in workshops e.g. prices for PV panels were up to three times 
lower in the market than shown in SPONS.  The CAR research did find evidence that costs fall as scale 
rises and this is reflected in the range of costings given for each level of energy performance.  

https://shapuk.files.wordpress.com/2018/07/costing-energy-performance-enhancements-beyond-building-regulations.pdf
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Evidence from the large Energiesprong initiative in the Netherlands also demonstrates falling costs 
as scale increases. 

 
The piece of work on finance models for retrofit also provides confidence that investment in long 
term outcomes for new build housing performance can also deliver a viable financial package to 
fund ultra low energy new build homes. Exceeding Part L would bring running-cost savings, not just 
from energy but also from maintenance costs – especially Gas Safe checks. 
 
Currently, there seems no significant cost difference related to method of construction. 
 
  

 
Extra cost Percentage rise Carbon emissions 

(kgCO2 a year) 
Percentage saving 

Base case - - 1400 - 

Level 1 £5,600 - £7,100 ~9% 1150 18% 

Level 2 £11,500 -
£14,400 

~18% 90 93% 

Level 3 £14,100 -
£17,700 

~22% -780 156% 
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FINANCING THE ENERGY EFFICIENCY REFURBISHMENT OF EXISTING HOMES 

RESEARCH HEADLINES AND RECOMMENDATIONS 

The Sustainable Homes Action Partnership appointed Steven Harris to examine a recently completed 
innovation project that trialled a number of retrofit systems and technologies.  The evaluation 
included interviews with occupants and supply chain companies and analysis of monitoring data.  On 
the basis of this evaluation and of a literature review, Steve was asked to advise on a list of success 
factors and areas of risk that should be taken into account when making decisions about improving 
the energy efficiency of existing homes.   

A second piece of work was commissioned from Red Coop, to advise on what sources of finance are 

available to fund energy efficiency retrofit works for all housing tenures.   

SUCCESS FACTORS IN PLANNING AND DELIVERING RETROFIT PROJECTS – STEVEN 

HARRIS LTD 

Maximising Outcomes from Investment in Domestic Retrofit 

WHAT WAS LOOKED AT AND DID IT WORK  

• EWI, loft insulation and air tightness – yes, does the heavy lifting…but beware of (very) bad 

detailing 

• Triple Glazing – yes, but for full benefit it must have no trickle vents so must be combined 

with… 

• Heat exchange ventilation – YES…! always, anyway, whatever! (but do it right!) 

• Hybrid heat pump gas boilers – No, not a solution for small retrofitted properties (with <£2k 

annual gas bills) 

• Solar thermal ‘under wall heating’ – maybe, but needs further detailed monitoring 

• Solar PV with electric batteries – yes, but not economically viable yet, however great 

financial potential for both the householder and stock holder 

• Solar PV with heat batteries – interesting… (perhaps a DHW gas combi boiler replacement 

and funding source, even without PV) 

• Solar PV with harvest share – almost, could become a standard technology for flatted blocks 

with some further technical development 

• Energiesprong – yes but emphasises that existing structural issues must be identified and 

addressed before investing in any kind of retrofit 

LEARNINGS 

•Design – think about the whole house, not just the technology. 

•Contract – who’s in charge? Are lines of responsibility and communication clear? 

•Measure – monitoring is essential for understanding: does ‘it’ really work? (and what is ‘it’?) 

•Control – how do you make sure householders get the best from their home? 

•Energy vs Gas – might making a house more energy efficient make it less gas efficient? 

 

OPPORTUNITIES 

•Foot room – domestic electrical and heat batteries aggregated together may provide opportunities 

to both reduce bills for householders and deliver an income for aggregators. 

https://shapuk.files.wordpress.com/2018/07/maximising-outcomes-from-investment-in-domestic-retrofit.pdf
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•Health and wellbeing – While retrofit might deliver a bill saving, it will deliver an improvement in 

health and wellbeing. How can this be leveraged? 

ACTION 

1. Procurement – No retrofit should be undertaken without an expert (professional) retrofit 

coordinator with overall responsibility for the functioning of the whole home, and it must be 

their legal responsibility to act with reasonable care. 

2. Targets – Remember Maslow’s ‘hierarchy of needs’, shelter and air (breathing) comes before 

financial security. This means a house that does not let the rain in and provides a healthy 

environment comes before bill saving.  

3. Specifications and Employers’ Requirements - should be as well considered, tight and 

comprehensive as possible in order to level the tendering playing field between experienced 

contractors and those who are yet to make (the same) mistakes. 

4. Avoid (product) industry led solutions - the industry will always define ‘good’ as ‘good for the 

(their) industry’  

5. Retrofit outcome targets - should be based on comprehensive quantitative and qualitative 

standards. There is no point in a retrofit that is inexpensive to heat in the first year if it leaks and 

falls apart in the second. 

6. Ventilation – ventilation – ventilation. If you do nothing else, put in heat exchange ventilation 

(but do it properly!). 

7. Any retrofit pilot using new technology - must include metering and monitoring or the 

outcomes will be unknown. There must also be budget for the analysis of the data or at the very 

least, an automatic dashboard display and client/officer time allocated to look at it. 

8. Don’t try to fund retrofits from individual bill saving; aggregate! 

9. Retrofit for energy efficiency - should become just be part of good building and maintenance 

practice. 

10. Look out for funding opportunities from other industries. Aggregating the energy demand of a 

housing portfolio might be very profitable in the future. 

11. We need further research on gas combi boilers - are they really the best way to create domestic 

hot water. Some of our monitoring seems to be suggesting far more gas in being consumed than 

heat created. 

LITERATURE REVIEW   

If you only have time to look at one report, invest time in Relish by Worthing Homes. 

If you want think about how to do battle with the system to start a large scale retrofit project, read 

UKGBC Regeneration and Retrofit. 

If you are a client and think an argument based on Health and Wellbeing might win over your 

accountants, read UKGBC Health and Wellbeing in Homes. 

If you want to understand how we have moved on, look at the other references in the main report. 

  



 

WORKING DRAFT August 2018 

P
ag

e2
2

 

FINANCE MODELS FOR RETROFIT –  RED COOP 

Finance Models for Retrofit of All Housing Tenures 

THE REPORT: 

1. Includes a large scale model to show how the components of retrofit could be assembled to 
work at regional scale.  

2. Shows how creating opportunities for savers to access opportunities to invest in projects 
with social as well as financial returns, as well as giving organisations and individuals with 
buildings to retrofit access to funding at rates which make projects viable. 

3. Confirms that retrofit requires a cross sectoral approach to develop the market over a 
period of years and maximise the potential of the public and third sector to bring sufficient 
numbers of people together to build capacity. 

4. Suggests that some owner occupiers and some private landlords are demonstrating 
leadership in retrofit that can help build the scale needed to establish process and costs for a 
national retrofit programme. 

5. Foresees that as the energy system transforms and landlords see opportunities for offering a 
total cost of occupation to tenants there is likely to be a growing understanding of the 
benefits of high EPC ratings and inclusion of energy costs in rent. 

 
Bringing our buildings up to modern standards of insulation, air tightness and services is 
complex and expensive but it is not impossible and it will form a key part of meeting our 
obligations if we are to stop catastrophic climate change. 
 
Finance is available for all tenures BUT we know that .. 
 

 

https://shapuk.files.wordpress.com/2018/07/finance-models-for-retrofit-of-all-housing-tenures.pdf
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COSTED WORKED EXAMPLE OF DESIGNING A RETROFIT PROJECT 

A detailed example in the report sets out the costs of retrofitting a property, taking it from a UK 
average EPC rating of 56 (low D) to 100 (zero net carbon for heat, light and hot water).  This example 
costs work to a three bed mid terrace property with an average SAP rating - the data for sizes and 
costs come from an actual retrofit carried out in 2017.  The cost savings for each stage of work are 
determined and the opportunity to create a return on investment is calculated at a given interest 
rate.   
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COST REDUCTION TRAJECTORY AND INCOME STACKING 

Any income generation is then added to create a financial package that can also benefit from falling 
costs as retrofit activity increases. 
 

. 
 

SOURCES OF FINANCE 

 
The report then provides an overview of where finance is available and which forms of finance are 
most relevant to which tenures. 
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Retrofit to anything beyond the most basic measures requires low cost, long term, “patient” 
capital. The report examines current funding sources and identifies the most beneficial. 
 
In 2012 the eminent City economist Roger Bootle gave a lecture asking “what the great 
Victorian entrepreneurs would have done if they had been confronted by interest rates and 
bond yields as low as we have today”. His answer: “They would have rebuilt the world.” 
Interest rates for savers have remained low since this statement. 
 
The report emphasises that finance is just one part of making the UK housing stock fit for the future 
and other issues need to be addressed as part of a national retrofit programme. 
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SMART AND SUSTAINABLE PROCUREMENT MODEL  

SHAP WMHOG Smart and Sustainable Procurement Model July 2018 

HEADLINES AND RECOMMENDATIONS - EBC 

RESEARCH OUTPUTS 

The aim of the study was to confirm the value of the adoption of Smart and Sustainable Procurement practices 
and to identify a consistent approach to implementation based on best practice worldwide; and to evidence 
the benefits of adoption through highlighting published case studies and guidance.  

The expected output from the research programme was the framework for a web-based guidance tool for 
establishing a smart and sustainable procurement programme which could be adopted in any organisation 
with an interest in housing and form the basis on which a user could create a Smart & Sustainable 
Procurement process. This would bring together statutory requirements with international guidance, academic 
thinking, evidence based on case study, and best practice experience, with KPIs where available, from a range 
of organisations, business and the public sector in the UK and internationally.   

The study revealed that there is considerable interest in smart and sustainable procurement among 
academics, policy makers, professional bodies and business organisations, and especially in its implementation 
across supply chains.  Most recently the Construction Leadership Council (CLC) has led work on Procuring for 
Value in the UK Construction sector deal5, which will inform the development of the Industrial Strategy. The 
aim of the CLC study is to connect procurement clearly to delivering overall business value though supporting 
improved productivity and efficiency in the sector. 

Over the last few years the adoption of smart and sustainable procurement as a business tool has been 
supported by revised European legislation6 

However the adoption of the principles as a recognised business tool is inconsistent and in most organisations 
forms only a small part of the established procurement process.  In discussion practitioners revealed that there 
is often limited knowledge of best practice and insufficient evidence to gain organisational/corporate support 
for a process which, while offering longer term advantage, can often result in higher initial costs. 

The SHAP study has captured a range of processes and activity from local, national and international work and 
used this to create the framework for a best practice guide as set out below. 

Each process is based on best practice findings as referenced in the main research findings.  

 

 

  

                                                                    
5 Ann Bentley. Global Director, Rider, Levett, Bucknall and Member of Construction Leadership Council, 
Procuring for Value and the UK Construction Sector Deal. 2018 

6 EU Directive 2014/24/EU on Public Procurement 

 

https://shapuk.files.wordpress.com/2018/08/shap-wmhog-smart-and-sustainable-procurement-model-july-2018.pdf


 

WORKING DRAFT August 2018 

P
ag

e2
7

 

RATIONALE FOR ADOPTION  

WHAT ARE THE BENEFITS FROM WM LOCAL AUTHORITIES FROM ADOPTING SMART AND 

SUSTAINABLE PROCUREMENT PROCESSES?  

 

 

WHAT ARE THE PRINCIPLES OF SMART AND SUSTAINABLE PROCUREMENT?   

 

 

 

 

  

Faster  
delivery 

More 
durable 
product

Improve 
value for 
money 

Reduce 
financial/op-
erational  risk

Increase 
reputational 
recognition/
Meet social 
objectives  

(CSR)

Intelligent 
Client 

Smart & Sustainable Procurement

A purchasing system which enables organisations to meet their needs for goods, 
services, works and utilities in a way that is faster and cheaper; and achieves 

value for money on a whole life basis in terms of generating benefits not only to 
the organisation, but also to society and the economy, whilst minimising 

damage to the environment. 
Whole Life Costing

Whole life basis means: 
considering the 

environmental, social and 
economic consequences of 

design; non-renewable 
material use; manufacture 
and production methods; 
logistics; service delivery; 

use; operation; 
maintenance; reuse; 

recycling options; disposal; 
and the suppliers’ 

capabilities to address these 
consequences throughout 

the supply chain”.

Value for Money (VFM) 
means:

the most advantageous 
combination of cost, quality 
and sustainability to meet 
customer requirements 
(whether for infrastructure, 
product or service)’ where:

• cost means consideration 
of  whole life cost

• quality means a 
specification which is fit for 
purpose and sufficient or 
better to meet customer 
requirements over the life 
of the product or service. 

Faster and Cheaper (and 
Better) means:

• understanding the existing 
market and market offer 
before purchasing 

• introducing efficiency 
savings in project design 
rather than in value 
engineering  thus:
• shortening the purchasing 

process or contracting period 
and reducing administrative 
time

• reducing or streamlining 
supply chains

• reducing business risk by 
eliminating late orders, over 
runs and reworks.
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WHAT ARE THE OBJECTIVES OF SMART AND SUSTAINABLE PROCUREMENT?  

Smart and Sustainable Procurement

Objectives

Deliver value for money purchasing, create value for the organisation 

Promote purchase of clean technologies and resource efficient products 
and services 

Encourage and introduce innovation to improve public infrastructure and 
sevices

Maintain air and water quality; Preserve and regenerate the natural 
environment and protect buildings and sites 

Invest in the local economy; Open up supply chains and removie barriers to 
entry for SMEs, social enterprises, community organisations; Increase 

employment opportunity

Enhance social value;  Embed fair employment practice; Invest in 
community assets and improved services

Develop effective value-added partnerships and collaborations  with and 
between suppliers

Encourage wider participation. Regular engagement/communication with 
stakeholders - brand reputation

Deliver Sustainable Development Goals

Meet legislative and corporate strategies - climate change targets, 
community engagement, health and safety, air quality
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STEPS IN  A SMART AND SUSTAINABLE PROCUREMENT PROCESS?  

Devise 
Procurement 

Policy 

Agree 
Governance 

(Intelligent Client 
Model) 

Confirm Purchasing 
Areas/Budget 
Values/KPIs 

Validation 
Procedures (Tools 

and Toolkits) 

Tenders and 
Specifications

Contracts and 
Contract 

Management

Monitoring & 
Evaluation

Audit (external 
evaluation)

Organisation 
feedback loop 
(continuous 

improvement)
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THE ROLE OF THE INTELLIGENT CLIENT  

It is essential and confirmed by all the SHAP research streams that a robust decisionmaking process 
with feedback loops is driven by the ‘Intelligent Client’ role  i.e. someone who can confirm the 
required outcomes and drive a rigorous decisonmaking process through to evaluation and feedback 
of learning into organisational strategy, policy and the delivery of the next projects. 

Intelligent Client 

(an individual or group within the buying organisation with  
delegated authority and sufficient technical knowledge of the 
product or services being provided by a third party to specify 

requirements for the product or service and manage its delivery 
. The IC must collect and manage all data connected with the 

procurement (technical, organisational, financial, asset), 
understand and validate the need (including strategic 

alignment and cross-department policy compliance) for the 
purchase and how it will benefit the business in the future)

Appoints Board Room Champion

Establishes User - Buyer- Supplier 'teams' 

(with delegated authority)

Acquisition Planning

Manages Demand (Do we need to buy?)

Prioritises company spend 

Assesses (purchasing) risk

Identifies business opportunity

Introduces Early Market (Supplier) 
Engagement/Colaboration/Innovation Partnerships  

Prepares specification 

(with identified sustainable outputs/outcomes /KPIs)

Awards Contract and Oversees Delivery

Carries out Monitoring and Reporting

Commissions External Audit and Implements 
Recommendations/Improvements

Organises Feedback Loop

- Continuous improvement 
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BACKGROUND TO THE RESEARCH 

 

THE ISSUES 
The housing issues facing the UK remain critical despite a plethora of initiatives, pilots, 

demonstrators and asset management programmes.7  Recent reports highlight the need to do 

better, the unintended consequences of a number of housing improvement programmes and the 

growing body of evidence on the societal costs associated with poor housing condition and 

inadequate housing provision.  These reports cover housing issues including: 

• new build quality 

• existing stock condition and its contribution to fuel poverty, physical and mental illness 

• unintended consequences and unpredictable outcomes from investment 

and highlight underlying contributory factors such as lack of leadership and workforce/supply chain 

capacity and skills. 

 

 

                                                                    

7 https://www.gov.uk/government/publications/fixing-our-broken-housing-market 

http://www.constructionleadershipcouncil.co.uk/wp-content/uploads/2016/10/Farmer-Review.pdf 

https://www.gov.uk/government/publications/low-carbon-homes-best-strategies-and-pitfalls 

https://www.birmingham.ac.uk/Documents/college-social-sciences/social-

policy/SPSW/Housing/2018/delivering-healthy-housing.pdf 

 

Fixing Our 
Broken 
Housing 
Market

Farmer 
Review of 

the UK 
Construction 

Labour 
Model

Modernise 
or Die 

The 
peformance 

Gap (KTN 
and Zero 

CArbon Hub)

Delivering 
Healthy 
Housing

The 
Academic 

Practitioner 
Partnership

https://www.gov.uk/government/publications/fixing-our-broken-housing-market
http://www.constructionleadershipcouncil.co.uk/wp-content/uploads/2016/10/Farmer-Review.pdf
https://www.gov.uk/government/publications/low-carbon-homes-best-strategies-and-pitfalls
https://www.birmingham.ac.uk/Documents/college-social-sciences/social-policy/SPSW/Housing/2018/delivering-healthy-housing.pdf
https://www.birmingham.ac.uk/Documents/college-social-sciences/social-policy/SPSW/Housing/2018/delivering-healthy-housing.pdf
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THE OPPORTUNITIES 

The SHAP WMHOG research has investigated 3 interdependent issues that need to be jointly 

considered in order to create an affordable, high quality UK housing stock:  procurement; finance; 

guaranteed performance standards.  Despite the scale of the challenge to build high quality new 

build homes and significantly improve the quality of the existing housing stock, there are a number 

of new drivers and examples of how to finance and deliver long term value from housing projects.   

In particular: 

• The drivers for improved housing stock, the opportunities for communities and business 

from doing so all support new approaches to investing in the UK Housing stock. 

• The Government is committed to housing that meets 2050 targets including 80% 

greenhouse gas emissions.   

• There are enough pilots, demonstrators, lessons and examples of success (learning from 

previous initiatives -policy, procurement and delivery) to support a ‘right first time’ 

approach, based on robust process and rigorous risk management that supports innovation 

within safe spaces. 

Energiesprong  is a case study that illustrates how new thinking can deliver high value long term 

outcomes using existing finance and regulation.8 

DRIVERS INCLUDE 

 

 

  

                                                                    
8 https://www.energiesprong.uk/ 

Industrial Strategy –
homes, people, place 

AND whole place 
solutions 

Construction sector 
deal – need for 1 

million new homes

WMCA agenda: 
environment, health 
and wellbeing, land 

and property, inclusive 
growth

Energy system 
transformation

Planning policy scope 
and reviews - e.g. the 
Black Country core 

strategy review

Availability of finance
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SHAP WMHOG RESEARCH ASSUMPTIONS 

SHAP workshops in 2017 agreed on three working assumptions that sit behind the commissioned 

SHAP WMHOG research:  

 

  

The proposed SHAP WMHOG 
models are sufficiently flexible 
to build in existing regulatory 
standards and allow WM LAs 
to set their own pace to reach 

milestones to 2050 homes 
targets.

Planned investment to meet 
2050 homes targets and the 

changing energy, social, 
weather and digital futures  is 

more cost effective and 
delivers better value.

Good housing is the essential 
foundation of great 
placemaking and  of 

flourishing communities

Housing is a critical part of the UK 
physical and social  infrastructure 

Long term outcomes and total cost of 
occupation must drive investment 

decisions

The  scope in the current regulatory 
and policy framework is sufficient to  

drive  a trajectory to create a UK 
housing stock fit for 2050
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NECESSARY CONDITIONS SUPPORTING BETTER OUTCOMES FROM INVESTMENT IN 

HOUSING 

The SHAP WMHOG research identified a number of necessary conditions that are required to 

underpin better future housing outcomes: 

  

 

  

Intelligent 
Client

An Intelligent Client role must be developed 
=> leadership, oversight and responsibility 
for driving high value long term outcomes

Feedback 
loops

The Intelligent Client role must drive and be 
informed by a robust process and feedback 

loop including: Monitoring + Evaluation + 
Feedback

Future 
Planning

Opportunities should be taken to create a 
flexible approach to housing investment e.g. add 
hooks into Planning Policy reviews that will 
allow outcomes to be planned for and required 
as contexts change
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NEXT STEPS 

There are big changes happening at a national and regional level that are impacting on housing 

programmes and project delivery.    The SHAP WMHOG research findings and evidence are being 

shared widely with partners and initiatives across the West Midlands to help inform current 

strategy, policy and project development.    

THE ASK OF WMHOG 

1. The West Midlands Housing Officers Group and key stakeholders and strategic partners are 

invited to engage with the following process:  

 

2. The West Midlands Housing Officers Group and key stakeholders and strategic partners are 

asked to agree a vision and objectives for whole place solutions based on the SHAP WMHOG 

research strands: 

a. Procurement 

b. new build healthy homes standards 

c. finance models for retrofit 

 

 
 

VISION

OBJECTIVES

- KEY 
PRINCIPLES

OBJECTIVES -
KEY ISSUES

TARGET 
STANDARDS/

MILESTONES

CASE STUDIES
SUPPORTING 

INFORMATION

WMHOG TO 
AGREE

WMHOG TO 
AGREE

INDIVIDUAL 
LOCAL 

AUTHORITIES 
TO DEVELOP 

Learn from live 
projects, complete 
feedback loop and  

commit to long term 
strategies and 
programmes 

Demonstrate 
principles 

through live 
projects

Confirm 
local 

priorities 
and policy 

links

Develop 
shared 

objectives

Agree a 
shared 
vision
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3. WMHOG MEMBERS are invited to attend the next SHAP conference  

16 November 2018 – Birmingham: New Housing Development - Planning, Procurement and 

Viability 

 

4. WMHOG members and their strategic partners are invited to keep the evidence base updated 

by providing information and case studies – See Appendix 1 

 

5. WMHOG Members and their strategic partners are invited to test the SHAP WMHOG research 

findings and report back 
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SHAP ACTIVITY – 2018 AND BEYOND 

The SHAP WMHOG research is being used to inform a number of topic areas including: 

• Fuel Poverty 

• Health and Wellbeing standards for new homes and whole place solutions for healthy 

outcomes  

• Modern Methods of Construction (MMC) / Offsite Manufacturing (OSM) 

• Construction skills agenda 

• Inclusive Growth 

• Planning policy review – e.g. Black Country Core Strategy  

The emerging West Midlands Combined Authority agenda is developing fast and will see the 

finalisation of the WMCA Industrial Strategy by late 2018.  There are several strands of activity 

that the SHAP WMHOG research is informing.  Whilst not all of the WM Local Authorities and 

LEPs are formally within the West Midlands Combined Authority, the current impetus is helpful 

in developing information and processes that can be shared across the West Midlands.    

SHAP has been confirmed as the Green Buildings lead reporting to the WMCA Environment 

Board through Sustainability West Midlands 

SHAP is represented on the task and finish group developing a Health and Wellbeing Standard 

for the Land and Regeneration Board. 

SHAP is also currently involved in discussions including: 

• Planning Policy review 

• HS2 and the Commonwealth Games outcomes for housing;  

• establishment of funding to support high quality outcomes from housing projects;  

• housing development viability 

• new approaches to housing construction;  

• jobs and skills development;  

• a West Midlands discussion on fuel poverty; 

• digital inclusion; 

• futureproofing homes against extreme weather events; fire risk; 

• the transformation of the energy sector and opportunities for housing – renewable 

energy generation / storage / peak load shifting 

• Natural Capital and Ecosystems Services 

• Procuring for Value and Intelligent Client/Leadership development 

The SHAP workshop and conference programme is free for Members (including WM Local 

Authorities) and can be found at www.shap.uk.com/events. 

 

http://www.shap.uk.com/events

