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Disclaimer

kMatrix Data Services Ltd

This information is provided to help the client identify opportunities in current and fuomestic
Energy Efficiency SuppBhain markets.

It does not constitute advice to the client as to what they should do, when, where or with whom.

The client sholdl exercise discretion or seek further professional guidance before committing
themselves to any future actions or investments arising from this information.

Greater South East Net Zero Hub
This study has been commissioned by @eater South East Net Zero Hub.

The views expressed within this Report are those of the authors and should not be treated as
Greater South East Net Zero Hudlicy. The authors worked solely on the Commissioning
Authorities instructions and for the Authorities purposes.

The Report may have not considered issues relevant to third parties. Any such third parties may
choose to make use of the Report or extracts from it but do so entirely at their own risk and neither
the authors nor ourselves shall have any responsibility whatsoever in relation to such use.
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Report Overview

This report forms part of the evidendsase produced within Lot 1 of the Greater South East Net

Zero Hub (GSENZH) project: Dome®iesofit Supply Chain Market Intelligence & Skills

Assessment. Lot 1 of the project is specifically focussed on the Domestic Energy Efficiency Supply
Chain Market Intelligence.

This report examines the marketthe HertfordshireLocalEnterprise Partneship(HertsLER with
detail comparing théen Local Authorities (LAs) within the region. Alongside this report are a
further eleven reports, one for each LEP am@$ENZH regionaport.

The detail within tiese reports feed into the wider Lot 1 reportij, which includes the extensive
stakeholder engagement and wider analysis.

Geography

The GSENZH is one of five local net zero hubs in England, funded by the Department for Business,
Energy and Industrial Strategy. The overarching aims of thedrelds bring investment into local
energy projects and working together to share best practice across the regions.

The GSENZH is a collaboration of eleven Local Enterprise Partnerships (LEPs), who work together to
increase the number, scale and qualifyi@cal energy projects being delivered across the greater
south east region of England. These LEPs are:

Greater South East Net Zero Hub Map

@ Bucks LEP - Buckinghamshire Local Enterprise Partnership \
www.buckstviep.co.uk
Norfolk
@ C2CLEP - Coast to Capital Local Enterprise Partnership
www.coast2capital.org.uk Dorxieh \
Nmn )
® CPCA - Cambridgeshire & Peterborough Combined Authority 5
www.camt 3 g borough-ca.gov.uk/bus board r
Northamptonshire /1
EM3LEP - Enterprise M3 Local Enterprise Partnership 7 _.M_V_‘_b
Northampten J
N Cnmb ridgeshire {
{ & /
@ GLA - Greater London Authority \ ¥ Q /
www.london.gov.uk ) [Milton | Bedferd c-mnm-
Keyne Suffolk /

@ Herts LEP - Hertfordshire Local Enterprise Partnership
www.hertfordshirelep.com
| OxLEP |
@ NALEP - New Angiia Local Enterprise Partnership

www.newanglia.co.uk 9
Oxford

Bodlo dlmm/

L AR
{ e )\

} Essex

® OxLEP - Oxfordshire Local Enterprise Partnership
i Oxfordshire

SELEP - South East Local Enterprise Partnership

_ _ (e 0 g o | °
@ SEMLEP - South East Midlands Local Enterprise Partnership FT N
Hampshire /™Croyso
@ TVBLEP - Thames Valley Berkshire '
Local Enterprise Partnership S
www.thamesvalleyberkshire.co.uk 9 °
Winchestar Maidstone
Kent
B Solent LEP in South West Energy Hub
East Sussex pa ‘
L
Enstbourne s . . g:‘éll\(éas
uf
www.gsenetzerohub.org.uk ®  NetZeroHub

Note: TVBLEP was-named BerksLEP in 2022
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This report includes local authoritgvel data, to allow deep disaggregation within the LEP.&fea
clarity of data visualization, the names of many local authorities have been short&éhedormal
names and shortened labels of the local authorities witHertfordshireLocal Enterprise Partnership

(HertsLEJare listed below:

Local Authority name

Shortened Name

Boroughof Broxbourne

Dacorum Borougouncil

East HeffordshireDistrict Council
Hertsmere Borougkouncil

North Hertfordshire Distric€ouncil
St Albans Citgnd DistrictCouncil
Stevenage BorougB@ouncil

Three Rivers Distri€ouncil
Watford BoroughCouncil

Welwyn Hatfield BorougRouncil

Broxbourne
Dacorum

East Herts
Hertsmere
North Hers

St Albans City
Stevenage
Three Rivers
Watford
Welwyn Hatfield

Matrix
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Executive Summary

This executive summary provides key findings, drawn from the graphical representation of the data
within the report. Sector definitions are provided in Appendix 1.

HertsLER&a 52YSaiAO0 9ySNHE 9FFAOASYOe {dzllLX & / KI A 0
HertsLER&a SO2y2Y& AY HANHMKHHYE |4 AYRAOFIGSR o6& (GKS @
generated by over 330 businesses that employed over 12,000 people in the sector in 2021/22. The
HertsLERccounsfor 4.3% of the wider GSENZH DEESC market.

<,

Sales and growth

The Domestic Energy Efficiency Supply Chain sector HdtisLEPas growryear on year since
2019/20. Total sales in the sector were worth £1.0bm2019/20 anchave now reached £1.2bn in
2021/22 This compares with the widésSENZH sales of £22.8bn in 2019/20 and £27.8bn in
2021/22.

The sector in thédertsLERrew by 10.7% during the financial year 2019/20 to 2020/21 and 10.2%
during 2020/21 to 2021/22. This compares with the GSENZH average of 9.6% and the 11.3%
respectively.

Employment

EmploymentirHertsLERE 52YS&AGA O 9y SNHE 9FFAOASyOe { dzLlJ & /
from 9,953 in 2019/20. Annual growth rate in employment was 8.4% between 2019/20 and 2020/21

and 12.5% between 2020/21 and 2021/22. This compatittsthe GSENZH average of 7.7% and

13.3% respectively.

Companies

The number of companies HertsLERa 52 YSaidA O 9y SNHe& 9FFAOASyOe { dz
was 338, up from 279 in 2019/20. Annual growth rate in the number of companies was 9.0%

between 2019/20 and 2020/21 and 11.2% between 2020/21 and 2021/22. This compares with the
GSENZH average®®% and 11.3% respectively.

Activity

Activities within the sector, allocated through sales were sfpitallation 52%, Manufacture 17%,

Advisory 7%, Sales 7%, Maintenance 6%, Product Design 5%, R&D 4%, Professional Services 2%, with
negligible Servicand Information activity. This split is within one percentage point of the wider

GSENZH.

HertsLER & -s2adads

In 2021/22HertsLERa 52YSaidA O 9y SNHE& 9FFAOASyOe { dzLdL¥ & / KI
proportions: Energy Efficiency Measure®§Electricity and Heat 26% Making Good After Works

9% and Advisory and Related Services 3%. This is similar to the wider GSENZH with 62%, 26%, 9%

and 2%.

HertsLER & -siealad strengths
The five largest subectors in the Domestic Energy Efficiency Supply Chain sector by sales account
for 78% of theHertsLER& G 2dGFf &l € S&a FyR NB YIRS dzlJ 27FY
1 Ventilation & Airtightness(£666m)¢ this subsector includes insulation and activities such
as hsulation manufacturers, agents and installers
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1 Walls & Ceilings (E95mjhis includes those installing plasterboard, plasterers and painters
and decorators, alongside companies manufacturing the plasterboard and paint and those
providing advisory servise

1 Heat Pumps (£68ng)this includes manufacturing of components, installation and
maintenance

1 Energy Management (E68mjhis includeslesign manufacture, supply, installation and
maintenance activities

1 Photovoltaic (E44mJthis includes predominantlgupply and installation, with some
manufacture ancillary equipment

The next five largest sukectors by sales account for a further 129%eftsLER & G 2aG+ €t at t Sa |
made up of:

Biogas (E35mythis includes supply and installation, manufacture armimtenance

Biomass (£32mythis includes manufacturers, installers and consultancies

Technical Services (E26nipclude construction project management

Energy Saving Lighting (£24qthis includes design, manufacture, agents and installers

Hot Water (23m)c¢ this includes manufacturers and installers

=A =4 =4 -8 =9

Key Energy Efficiency Measures Sgdrtors
The two largest Energy Efficiency Measuressetiors are Ventilation and Aliightness (including
insulation) and Energy Management. Within thesé-sectors, key markets include:
91 Ventilation and Aitightness (E666m)
1 Roof/Loft Insulation (£256m)
1 External Cavity Wall Insulation (£102m)
9 Floor Insulation (E59m)
i1 Ventilation and Heat Recovery Systems (£41m)
1 Heating System Insulation (£38m)
1 Energy Effieihcy Windows (£37m)
1 Energy Management (£68m)
1 Home Energy Systems Integration (18m)
1 Home Automation (£18m)
1 Energy Management Systems (£18m)
1 Smart Heating Controls (£14m)

Key Electricity and Heat Sedectors
The six largest Electricity and Heat sglztorsare Heat Pumps, Photovoltaic, Biogas, Biomass, Hot
Water and Electric Vehicle Charge Points. Within thosessators, key markets include:
1 Heat Pumps (£68m)
9 Air Source Heat Pumps (£29m)
1 Ground Source Heat Pumps (£E27m)
1 Water Source Heat Pumps (£12m)
1 Photovoltaic (E44m)
1 Photovoltaic PV (£24m)
1 Solar Thermal (E20m)
1 Biogas (£35m)
1 Biogas Plant (E10m)
1 Biogas Energy Systems (£9m)
1 Biogas Boilers and Related Systems (£8m)
1 Biogas Furnace Systems (E7m)
i Biomass (E32m)
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I Biomass Boilers and Related Systems (£12m)
1 Biomass Furnace Systems (£11m)
1 Biomass Energy Systems (£10m)
1 Hot Water (E23m)
1 Hot Water Systems (£23m)
1 Electric Vehicle Charge Point (£22m)
1 Onroad Solutions (£11m)
i Off-road Solutions (£10m)

Key Advisory and Related Services Heat Sabtors
Thelargest Advisory and Related Services-settor is Technical Services and key markets include:
i Technical Services (£26m)
1 Project Planning (Strategy and Approach) (£11m)
i Buildings Surveys (E3m)
1 Planning Application Services (E3m)
1 Monitoring and EvaluatiofE3m)

Investment
Investment withinHertsLERrew in all three categories of investment between 2019/20 and
2021/22:
1 Private Equity Investment grew 24.1% from £79m in 2019/20 to £97m in 2021/22
1 Venture capital Investment grew 19.0% from £81m in 2019/2646m in 2021/22
I Other Investment grew 18.0%om £80m in 2019/20 to £95m in 2021/22

The pattern of Investment was similar to sales, with the exception of the Heat Punysestd,
where the largest suisector in terms of sales was Air Source Heat Pumps, followed by Grou

Source and Water Source Heat Pumimsiestment in Private Equity and Venture Capital were
higher for Water Source Heat Pumps than for Air Source or Ground Source Heat Pumps. (
investment, which includes government, followed the same pattern as for sales.

Subsector growth
HertsLER & T A @S -sdctordliy Sadesi have ddbenjoyed high levels of growth in sales, number of
employees and number of companies between 2019/20 and 2021/22:
1 Ventilation & Airtightnessc sales have grown from £545m to £666m (22.2%), number of
employees by 22.1% and number of companies by 22.3%
1 Walls & Ceilingg sales have grown from £78m to £95m (21.6%), number of employees by
21.0% and number of companies by 29.6%
1 Heat Pumpg sales havgrown from £56m to £68m (22.1% increase), number of employees
by 21.9% and number of companies by 31.6%
1 Energy Managemerngsales have grown from £56m to £68m (21.4% increase), number of
employees by 21.3% and number of companies3h39b6
1 Photovoltaicg sales have grown from £36m to £44m (21.1% increase), number of
employees by 20.9% and number of companies by 19.6%

Subsectors which saw stronger growth than the UK average between 2019/20 and 2021/22 include:
i1 Battery Technologies with 21.6% (GSENZH 22Jk4.9.9%)
1 Biomass with 22.3% (GSENZH 22.0%, UK 21.2%)
1 Combination Systems with 21.3% (GSENZH 21.7%, UK 20.5%)
1 Heat Pumps with 22.1% (GSENZH 22.1%, UK 21.5%)
1 Wind with 22.0% (GSENZH25%, UK 18.1%)
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Ventilation & Airtightnesswith 22.0% (GSENZH 21.9%,21K3%)
Walls & Ceilings with 21.6% (GSENZH 21.9%, UK 18.5%)

Subsectors which saw weaker growth than the UK average between 2019/20 and 2021/22 include:

=A =4 = =8 -4 -8 -8 -9 9

Sector Development with 23.0% (GSENZBY21UK 24.7%)
Electric Heating with 22.1% (GSENZR®2JK 24.1%)
Geothermal with 21.9% (GSENZH322.UK 24.1%)

Heat Networks with 22.1% (GSENZH 21.7%, UK 24.8%)
Hot Water with 21.2% (GSENZH 22.7%, UK 24.6%)
Photovoltaic with 21.1% (GSENZH 22.2%, UK 23.8%)
Energy Saving Lighting with 22.4% (GSENZH 22.4%%,19K)
Cleaning Services with 21.5% (GSENZM/®2JK 24.2%)
Floors with 21.6% (GSENZH 21.9%, UK 24.8%)

Subsector Strengths and Weaknesses
Subsector strengths include:

=4 =8 =4 =8 -8 -8 -9 9 9 9 -9

Wind has stronger growth than the UK and above average market size

Battery Technologis has stronger growth than the UK and above average market size
Biomass has stronger growth than the UK and above average market size

Hot Water has weaker growth than the UK, but above average market size

Heat Networks has weaker growth than the UK, &lobve average market size
Cleaning Services has weaker growth than the UK, but above average market size
Electric Heating has weaker growth than the UK, but above average market size
Energy Management has weaker growth than the UK, but above average raadket
Heat Pumps has similar growth than the UK, but above average market size
Hydrogen has similar growth than the UK, but above average market size

Walls & Ceilingbave stronger growth than the UK, but below average market size

SubSector weaknessesdlude:

1
1
1

Floors has weaker growth than the UK and below average market size
Sector Development has weaker growth than the UK and below average market size
Geothermal has slightly weaker growth than the UK and below average market size

Scalability ofsub-sectors
Scalability of the subectors within theHertsLERs variable and when combined with GVA, strengths

include:
1 Consumer Advisory Services has a very SB¥#but the highest Scalability
1 Hydrogen has a sma&lVAbut high Scalability
1 Photovoltaicwith large GVA and above average Scalability
1 Energy Management with large GVA and above average Scalability
1 Hot Water with moderate GVA and above average Scalability
Forecasts
5-year forecasts for sales include:
1 No policy sales to increase yeam-year fom 11.8% between 2021/22 and 2022/23 to
17.6% between 2025/26 and 2026/27
1 Current Policy sales to include a large growth of 117.8% between 2021/22 and 2022/23

followed by 13.3% between 2022/23 and 2023/24 to 18.9% between 2025/26 and 2026/27

(ﬁ%atr‘ix



5-year forecasts for employment include:
1 No policy sales to increase yeam-year from 9.1% between 2021/22 and 2022/23 to 11.3%
between 2025/26 and 2026/27
1 Current Policy sales to include a large growth of 71.4% between 2021/22 and 2022/23
followed by 9.8% between22/23 and 2023/24 to 14.7% between 2025/26 and 2026/27

Net Zero 2030 and 2050 forecasts for sales include:
1 No policy sales are forecast to increase from £1.2bn in 2021/22 to £27bn (22.7x) to reach
net zero by 2030 or £6bn (5.3x) to reach net zero by 2050
9 Current Policy sales are forecast to increase from £1.2bn in 2021/22 to £36bn (30.1x) to
reach net zero by 2030 or £9bn (7.2x) to reach net zero by 2050

Net Zero 2030 and 2050 forecasts for employment include:
1 No policy employment is forecast iocrease from 12,135 in 2021/22 to 203,244 (16.7x) to
reach net zero by 2030 or 39,877 (3.3x) to reach net zero by 2050
1 Current Policy employment is forecast to increase from 12,135 in 2021/22 to 334,300 (27.5x)
to reach net zero by 2030 or 51,426 (4.2x) to reach net zero by 2050

A key point of the analysis is even without policy, the sector is forecast to see strong,-doubl
digit growth throughout theforecast period and current policy has the potential to fréodad

that growth, resulting in a significantly larger market. To reach net zero by 2030 requires thi
largest proportional increase in both sales and employment, because there is a smaller
timeframe to complete the retrofit of a finite number of properties.

HertsLER & 9 ELJ2 NI &

The value oéxports inHertsLER& 52YS&aGA O 9ySNHE 9FFAOASyOe { dzLJli
£239m, an increase from £196m in 2019/20. This accounted®r4 2 ¥ (G KS D{ 9b %l Qa4 59
in 2021/22 and is in line with thidertsLER a3%rof GSENZH's overall DEEBE&rket.

HertsLER& 599{/ SELRZNIA&a 3INBS o6& mMnop: YR mMmnom: 208
GSENZH growth of 10.3% and 10.8%.

HertsLER & ( 2 LJ -8eEthd@whith sawdaige export market and strong growth include:
1 Ventilation &Air-tightness- £131m

Walls & Ceilings£18m

Energy Management£14m

Heat Pumps £12m

Photovoltaic- £10m

Biomass £7m

Biogas £6m

= =4 =8 4 -4 A

HertsLER & L Y LJ2 NI &

The value of imports was lower than exports, making the LEP a net exporter in the mitket.

value of imports intheHertsLER& 52 YS&aGA O 9y SNHE& 9FFAOASyOe { dzLJLJ
£161m, an increase from £132m in 2019/20. This accountedfar4 2 ¥ G KS D{ 9b %l Q& 59
imports 2021/22 and is in line with thdertsLER a3%rof GSENZH's ové2EESC market.

HertsLEMEESC imports grew by 10.9% and 10.3% over the last three years which compares with
GSENZH growth of 296 and 10.8%.
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Introduction to the Domestic Energy
Efficiency Supply Chain

The definition oDomestic Energy Efficiency Sup@lyain used within this study is broadly defined
as:

4 ¢ K acivBiesNB lj dZA NBR G2 RSt AGSNI ySaG T SN2 | ONR&aa

This includes obvious activities such as insulating the propeautyglbo manufacturing of the

insulation materials, the advice given to insulate the house and the behavioural scientists working to
change behaviours. It does not include wider activities not directly attributable to the property, e.g.,
district heat netwaks are included, but only for those activities relating to the property, such as the
infrastructure within the property boundarylikewise Wind is included, but only small domestic

wind turbines. As such, these sabctors are lower in significance tiih the domestic energy

setting than the wider energy market.

Skills within this remit include equipment and materials installers, alongside domestic assessment,
advice, maintenance and manufacture and extending into sales, communication and sector
develgpment activities and public procurement.

Handson activities involve the energy efficiency technologies such as the building envelope or
fabric, separating the outside elements from the inside of the property, including energy efficient
windows, doors, w&ll and loft insulation, but also home energy management systems, home
automation and smart heating controls. Activities also involve energy generation and heating
technologies such photovoltaics, heat pumps, geothermal, heat networks and so on, butelso t
installation of electric vehicle charge points.

Ancillary activities include societal behaviour studies, societal engagement campaigns, sector
development activities (such as business model development) and (technical services such as
planning applicabn services, architectural services and environmental consultancy).

Brief Methodology for data production

kMatrix uses a unique data triangulation methodology, develogedn international research
programmewith Professor R. Jaikumar of Harvard University over 35 yeararabsubsequently
developed in countries across Europe.

The core research processes within the methodology are used to track technology and market
OKI y3aS I yR S ¥ iialgtidaindugtdahdata ghidsblisiness case studies and industry
level research to provide probabilistic and measurable evidence about how companies and
economies adapt to and perform within changing market conditiding process was originally
developed to loolat individual companies, providing evidenced data for development and has since
mapped the market of single technologies through to whole countfidss is achieved outside of

the Standard Industrial Classification system, enabling detailed market séafinan

Because the process was originally developed to look at individual companies, providing evidenced

RFGF F2NJ RSOSt2LIYSyids aSOGu2NAR NB OfFaaATASR FNEP
finite level of granulation and grouping theimto successive levels of detaihis diagram provides

an example of the depth of detail possible, using the Low Carbon Environmental Goods and Services
(LCEGS) sector as an example:
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This is quite different to the National Statistical Apgr OK> ¢ KA OK Of  aaAFASa FNR
a company choosing theirdgit code, then successive codes down through the classification

system. The SIC system is very good as a hational accounting system, but it struggles with hard to
measure sectorsuch LCEGS or Domestic Energy Efficiency Supply chain. Here, the kMatrix system of

data collection, which triangulates transactional data from many sources, over 11,200 for this study,
provides the flexibility of a definition tailored to the sector bebtgdied. Although the sector is

classified from the bottom up, the sector taxonomy is reported from the sector level down, through

a series of levels of complexity.

This process has measured the LCEGS sector for the Greater London Authority and trevel<afor
decade. kMatrix also collaborate with academic colleagues in several fieldattoaring academic
papers, which are peeeviewed and published in academic journals including Nature, Climate
Services, and the Lancet.

Example sectors thgrocess has been applied to, where evidence is available in the public domain
via clients publishing reports or published p&eviewed academic journals include:

1 Domestic Energy Retrofit in the North EbR&ps://evidencehub.northeastlep.co.uk/domestic
retrofit-skillsneedsassessment

1 LowCarbonEnvironmentalGoods andServicesSector:
https://www.london.gov.uk/sites/default/files/london_low_carbon_market snhapshot

2019.pdfand https://www.sustainabilitywestmidlands.org.uk/resources/midlankdsv-carbon

sectorstudy/

1 TheGreen Economyhttps://rgs-ibg.onlinelibrary.wiley.com/doi/pdf/10.1002/geo02.3nd

https://www.nature.com/articless41599019-03293

AdaptationEconomy:https://www.nature.com/articles/nclimate2944

Adaptation & Resilience to Climate Change:

https://www.thelancet.com/journals/lancet/article/P11S0146736(21)0178®/fulltext

Carbon Financdattps://www.nature.com/articles/nclimate1492dft=marketing

Weather and Climatehttps://advances.sciencemag.org/content/3/5/€1602632.full

Climate Services

https://www.sciencedirect.com/science/article/pii/S2405880719300494?via%3Dihub

= =

= =4 =
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https://evidencehub.northeastlep.co.uk/domestic-retrofit-skills-needs-assessment
https://evidencehub.northeastlep.co.uk/domestic-retrofit-skills-needs-assessment
https://www.london.gov.uk/sites/default/files/london_low_carbon_market_snapshot_-_2019.pdf
https://www.london.gov.uk/sites/default/files/london_low_carbon_market_snapshot_-_2019.pdf
https://www.sustainabilitywestmidlands.org.uk/resources/midlands-low-carbon-sector-study/
https://www.sustainabilitywestmidlands.org.uk/resources/midlands-low-carbon-sector-study/
https://rgs-ibg.onlinelibrary.wiley.com/doi/pdf/10.1002/geo2.36
https://www.nature.com/articles/s41599-019-0329-3
https://www.nature.com/articles/nclimate2944
https://www.thelancet.com/journals/lancet/article/PIIS0140-6736(21)01787-6/fulltext
https://www.nature.com/articles/nclimate1492?draft=marketing
https://advances.sciencemag.org/content/3/5/e1602632.full
https://www.sciencedirect.com/science/article/pii/S2405880719300494?via%3Dihub

Impact of Policy on Sector Forecasts

Animportant element of this supply chain market intelligence report is the provision of forecasts for
the size of the sector, in terms of the sales and employment for different forecasting periods and
under different forecasting scenarios.

The baseline measement for 2021/22, together with the historical trends of 2019/20 and 2020/21
were used to forecast the likely growth of the sectors and-settors within the DEESC.

Forecasts are provided for:

5-year annual timeseries forecast with no policy overlay

5-year annual timeseries forecast applying current policies

Forecasting size of industry needed to deliver net zero by 2030 with no policy overlay
Forecasting size of industry needed to deliver net zero by 2030 applying current policies
Forecasting size afidustry needed to deliver net zero by 2050 with no policy overlay
Forecasting size of industry needed to deliver net zero by 2050 applying current policies

=A =4 =4 -8 -4 9

¢KS LJzN1J2asS 2F LINRPGARAY3I | RAaUGAYOlA2Y 0SGsSSy
policy makers of the likely impact of current policy, but also to provide the likely baseline minimal

growth of the sector if those policies were notglace.

¢tKS Whb2 t2fA0eQ F2NBOlFad SaaSyaralrtte LINRPOARSEA |
forecasts from within the sector and provides:

9 the likely trajectory of the sector without intervention for they®ear forecasts
91 the minimum sizehe sector would need to be to achieve net zero targets for 2030 or 2050

¢KS W/ dz2NNByild t2fA0eQ F2NBOIFadG dzaSa GKS LRfAO
{GNY G§S3& 6HAHMOZ bSG %SNR {GNI GdS3e |, mdustrimhadds
Clean Growth Strategies (2016), Energy White Paper (2020), Energy Security Policy (2021) and
LYRdAzAGNARAIf 5SOINb2yAal A2y {(GNIG§S3I& OHAHHOOD ¢ K S
forecasts, to provide insight into the impactsthose policies and provide:

ASa
KS t

91 the impact of current policies on the likely trajectory of the sector for tha&r forecasts
1 the size the sector would need to be to achieve net zero targets for 2030 or 2050 under
current policy

The impact of policy on thgector is both direct through funding, and indirect such as the increase in
consumer awareness through increased reporting on polices, which drives an organic increase in
demand for energy efficiency.

In addition to the more general boost to the secthrough awareness and cultural movement,

there are also specific policies which focus on social housing and assistance to those in fuel poverty
which alter the supply chain needs of the sector, for example increase the need for painters and
decorators.

The Domestic Energy Efficiency sector has been growing steadily for the last decade, however a
significant effect of policy on the sector is to frdoad the growth, with immediate policy
interventions causing significant growth over the next couple ofyea the sector rapidly increases
capacity. This would then be followed by more usual sectoral growth, resulting in a larger market
overall.
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1. HertsLEP LEP Domestic Energy Efficiency
Supply Chain Analysis
This section of the report analyses tHertsLEREFDomestic Energy Efficiency Sup@lyain

(DEESCat Level 1 and Level2ee Appendix 1 for definitiond}.also provides information at Level 3
to show the type of activities included in these ssdrtas.

1.1 HertsLEREESCompared by Year

In this section of the reportiertsLEREFDEES@erformance is compared for the last three years
for the three key measures of Sales, Employment and Growth.

Figure 1: Sales 2019/20 to 2021/22 in £m HertsLEP. EPDEESE&ales in 2021/22 were
1,206.9 £1.2bn, up from £.0bn in 2019/20.
o802 1,095.1
Annual sales growth iHertsLEREFDEESC
was10.7% from 2019/20 to 2020/21 and
10.2% from 2020/21 to 2021/22.
In comparisorGSENZHBales growth iDEESC
0, 0, i
2019/20 2020721 2021/22 was9.6% andl1.3% respectively.
Figure 2: Employment 2019/20 to 2021/22 HertsLEREFDEESEmployment in 2021/22
12,135 was12,135, up from9,953in 2019/20.
10,787
9,953
Annual employment growth irlertsLEREP
DEES®@as8.4% from 209/20to 2020/21 and
12.5% from 2@0/ 21 to 2R0/22.
In comparisorGSENZEmployment growth in
2019/20 2020/21 2021/22 DEES@as7.7% andl3.3%respectively.
Figure 3: Companies 2019/20 to 2021/22 HertsLEREFDEESCompany count in

2021/22 was338, up from279in 2019/ 20.

Annual company growth iHertsLEREP
DEES®@as9.0% from 209/20to 2020/21 and
11.2% from 2@0/ 21 to 2@1/22.

In comparisorGSENZEbmpany growth in
LCEGS w#&s2% andl1.3% respectively.

2019/20 2020/21 2021/22

Growth in all three measureas the HertsLERreawasstrongerbetween 20B/20and 2@1/22, then
slower between 2020/21 and 2021/2&hen compared with th&sSENZHEs a whole

14 é@latrlx



1.2 HertsLEPEESGt Level 1

The analysis in this section of the report focuses on the Level 1 spEBSE the HertsLERor
each of the last three yearalong with the activities within thossub-sectors

1.2.1 HertsLE®EES(Q evel 1)

Figure 4: Sales 2019/20 to 2021/22in £m (Level 1)

1,095.1
989.2

Electricity & Heat
(275.2)

Electricity & Heat
(256.4)

2019/20 2020/21
Mnarix

1,206.9

Electricity & Heat

(312.5)

2021/22

Figure 5: Employment 2019/20 to 2021/22 (Level 1)

10,787
9,953

Electricity & Heat
(2,769)

Electricity & Heat
(2,744)

2019/20 2020/21
MCTnarix

Electricity & Heat

12,135

(3,343)

2021/22

Figure 6: Companies 2019/20 to 2021/22 (Level 1)

279

Electricity & Heat
(73)

Electricity & Heat
77)

2019/20 2020/21
Cféﬁlm

338

Electricity & Heat
(88)

2021/22

Figure 4 shows the thregear
DEESEales split by Level 1.

In 2021/22 the split was3Bo
Energy Efficiency Measure$%
Electricity & Heat, @Making
Good After Works an@%
Advisory & Related Services.
The split has not changed by mor
than one percentage point since
2019/20 and compares with the
GSENZH split of 62%, 26% 9% a
2%.

Figure5 shows the thregyear
employment split by Level 1.

In 2021/22 the split was3B%o
Energy Efficiency Measure$%
Electricity & Heat, ®@Making
Good After Works an@%
Advisory & Related Servicdhe
split has not changed by more
than onepercentage point since
2019/20 and compares with the
GSENZH split of 62%, 26% 9% a
2%.

Figure 6 shows the thregear
company split by Level 1.

In 2021/22 the split was3B%o
Energy Efficiendyleasures, 8%
Electricity & Heat, ®@Making
Good After Works an@%
Advisory & Related Servicdhe
split has not changed by more
than one percentage point since
2019/20 and compares with the
GSENZH split of 62%, 26% 9% a
2%.

In 21/22 UKDEESEales was split 63%Energy Efficiency Measure<i9a Electricity & Hea,0%
Making Good After Works ar&% Advisory & Related Services

15
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GSENZH Domestic Energy Efficiency Supply Chain Market Intelligence

1.22 HertsLE®EES@&ctivity Codes

Figure 7DEESGales Split by Activity Code 2021/22 (Level 1)
Advisory & Related Services

Electricity & Heat
Maintenance Product Design
Information
Advisory
Advisol
i R&D
Manufacture
Professional Services
Installation
Energy Efficiency Measures Making Good After Works

Sales

Manufacture

Maintenance

Manufacture
Advisory

Advisory
R&D

Product Design

Service

Installation Installation

MeTnarix

Activities vary by Level 1 sglector (Figure 7), with the largest activity code being Installation for Energy Efficiency Measures 61%, Making Good After

Works 8% ancElectricity and Heat 35%, while Professional Services is the largest activity within Advisory and Related SerVibessplivés within one
percentage point of the wider GSENZH region.
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1.3 HertsLER®DEESCevel 1¢ Energy Efficiency Measures

In this ®ction we look at the Energy Efficiency Measures market in greater detail. Initially we split
the market into three further sulsectors (Level 2) and then look at the Level 2sediors in more
detail, then by activity code and then the sabctors withinLevel 3. Subectors within Energy
Efficiency Measures are shown in Table 1.

Table 1: Level 2 and Level 3 sséctors within Energy Efficiency Measures

Level 2 Level 3

Energy Management Systems
Home Automation

Home Energgystems Integration
Smart Heating Controls

Energy Saving Lighting Energy Saving Lighting Equipment
Energy Efficient Windows

External Cavity Wall Insulation
External Wall Insulated Cladding
Floor Insulation

Heating System Insulation (ducting/pipework/cylinders
Ventilation & Airtightness Insulated Doors

Internal Wall Insulation

Park Home Insulation

Roof/Loft Insulation

Roofing

Ventilation and Heat Recovery Systems

Energy Management

1.3.1 Energy Efficiency Measures (Level 2)

Figure8: Sales 201/22in £m (Level 2)

665.7
_ 67.6 23.8
Ventilation and Air-tightness Energy Management Energy Saving Lighting

<« Mrnanrix

Energy Efficiency Measurissfurther subdivided intothree sub-sectors,Ventilation & Airtightness
88%, Energy Manageme@®%and Energy Saving Lighting @igure 8).

Each of thes¢hree sub-sectors grew between 2@1L20and 2@®1/22; Ventilation & Airtightness
from £545.0m to £665.7m; Energy Managemeritom £55.7m to £67.6m andEnergy Saving Lighting
from £19.4m to £23.8m.

Figure9: Employment2021/22(Level2)
6,527

666 222
I —
Ventilation and Air-tightness Energy Management Energy Saving Lighting

< Mrnatrix
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Employment within the thresub-sectorsare: Ventilation & Airtightness88%, Energy Management
9% and Energy Saving Lighting(B¥gure9).

Each of these three sutectors grew between 2019/20 and 2021/2Z&ntilation & Airtightness
from 5,343to 6,527, Energy Management fro®49to 666and Energysaving Lighting frorh82to

222

Figurel0: Companie®2021/22(Level 2)
184

_ 16 6

Ventilation and Air-tightness Energy Management Energy Saving Lighting

< Mhmur

Employment within the three subectors areVentilation & Airtightness89%, Energy Management
8%and Energy Saving Lighting 3%.

OnlyVentilation & Airtightnessgrewbetween 2019/20 and 2021/22rom 151to 184, whileEnergy
Managementemained onl6 and Energy Saving Lightingmained on gFigurelQ).

1.3.2 Energy Efficiency Measures Market by Activity Code

Figure 11: Energy Efficiency Measures Sales Spkdtivity Code 2021/22 (Level 1)

Energy Management Energy Saving Lighting

Maintenance M
anufacture
Sales

—-— —

Ny R&D

\ %

Advisory Product Design

10%

Product Design

Sales Advisory

Installation

Manufacture Installation

Ventilation & Air-tightness
Manufacture  Sales Activities vary by Level 1 siglector (Figure

, Maintenance 11), with the largest activity code being

: Installation for all three suisectors of Energy

Saving Lighting 70%gentilation & Aif

RED tightness65% and Energy Management 25¢

with Manufacture the second largest it

Energy Management 21%entilation & Air

tightness12% and Energy Saving Lighting 7

This split is within one percentage point of

the wider GSENZH.

Advisory

Product Design

Installation
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GSENZH Domestic Energy Efficiency Supply

1.33 Energy Efficiency Measures Markat Level 3

Figure 2: Summary ofmetricsfor 2021/22 for Energy Efficiency Measurgkevel 2 suksectors at Level 3

Chain Market Intelligence

Energy Saving Lighting

Energy Efficient Windows

External Cavity Wall Insulation

External Wall Insulated...

Floor Insulation

Heating System Insulation...
Ventilation and Air-tightnessInsulated Doors

Internal Wall Insulation

Park Home Insulation

Roof/Loft Insulation

Roofing

Ventilation and Heat Recov...

M narix

Turnover/Sales £m # Employees
Energy Management Systems 17.6 174
Home Automation 18.1 178
Home Energy Systems... 18.2 179
Smart Heating Controls 13.7 135
Energy Management
Energy Saving Lighting... | kX 222

2,443

W s A

Is

# Companies

Figure 2 shows a summary of the Sales, Companies and Employees for these Levee2tetd) broken out into their Level 3 sabctors
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Ventilation & Airtightnessis the largest Level 2 stdector andRoof/Loft Insulations the largest oitselevenLevel 3 sb-sectors, making up8% of the
market. Example companies in this ssdxctor wouldncludeinsulationmanufacturers, agents and installers.

Energy Management has four sabctors at level 3, withiome Energy Systems Integratiamd Home Automation botholding 27% bthe market sharg
Energy Management Systems holding 26% and Smart Heating Controls hofding the marketExample companies in this saéctor would include
design manufacture, supply, installation and maintenance activities.

Energy Saving Lighting only has one-sattor, Energy Saving Lighting Equipmé&mxiample companies in this saector would includelesign,
manufacture, agents and installers.
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1.4 HertsLER BEESCevel 1¢ Electricity and Heat

In this section we look at the Electricity and Heat market in greater detail. Initially we split the
market into thirteen further suksectors (Level 2) and then look at the Level 2sediors in more
detail, then by activity code and then the sabctorswithin Level 3.

Subsectors within Electricity and Heat are shown in T&ble

Table 2: Level 2 and Level 3 ssictors within Electricity and Heat
Level 2 Level 3

Battery Technologies Electrical Batteries
Thermal Batteries (Latent HeStorage)
Thermal Batteries (Thermochemical Heat Storage)
Thermal Stores (Sensible Heat Storage)
Biogas Biogas Boilers and Related systems
Biogas Energy Systems
Biogas Furnace Systems
Biogas Plant (Domestic)
Biomass Biomass Boilers arRRelated systems
Biomass Energy Systems
Biomass Furnace Systems

Combination Systems Combination Systems Design
Combination Systems Installation
Electric Heating High Retention Storage Heaters
Electric Vehicle Charge Point Off-road Solutions
Onroad Solutions
Geothermal Horizontal Systems

Vertical Systems

Heat Networks (Domestic Assets Onl External Physical Assets
Internal Physical Assets

Heat Pumps Air Source Heat Pumps
Ground Source Heat Pumps
Water Source Hed®®umps

Hot Water Hot Water Systems

Hydrogen Hydrogen Boilers
Hydrogen Cooking Appliances
Hydrogen Fuel Cells

Photovoltaic Photovoltaic PV
Solar Thermal
Wind Domestic Small Wind Turbines
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1.4.1 Electricity and HeaMarket at Level 2

Figure B: Sales 201/22in £m (Level 2)
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Electricity and Heds then split intathirteen sub-sectors, of whiclsixaccount for72% of sales
(Figure B). Thesesixare made up oHeat Pump22%,Photovdtaic 14%, Bigas11% Biomassl0%,

Hot Water7%and Electric Vehicle Charge Padifi.

Each of these six stiectors grew between 2019/20 and 2021/22: Heat Pumps fr66:08n to
£68.4m; Photovoltaic from 85.9m to £43.5m, Biogas from Z8.7m to £35.0m, Biomass from Z6.3m
to £32.2m, Hot Water from £8.8m to £22.8m and Electric Vehicle Charge Pdioim £17.7m to

£21.7m.

Figure 4. Employment2021/22(Level 2)
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The samesixsub-sectors account for4% of employment (Figuredl They are made up éfeat
Pumps 28%Photovoltaic 13%, Biogas 10%, Biomass 9%, Hot Water 7% and Electric Vehicle Charge

Point 6%.

Employment in eah of these six subectors grew between 2019/20 and 2021/22: Heat Pumps from
77310 943 Photovoltaic from358to 433 Biogas fron282to 343, Bbomass from249to 304, Hot
Water from193to 235and Electric Vehicle Charge Point Frbrdto 213,

22 Cﬁmam‘ix



GSENZH Domestic Energy Efficiency Supply Chain Market Intelligence

Figure B: Companie021/22(Level 2)
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A slightly differensixsub-sectors also account fai2% of companies (Figuré&)l They are made up
of Heat Pumps &%, Photovoltaic 4%, Bionass10%, Bigas9%,Battery Technologies 8% ahlbt

Water 7%.

Most ofthese six sulsectors grew between 2019/20 and 2021/22: Heat Pumps fténo 21,
Photovoltaic froml0Oto 12, Bianassfrom 8to 9, Bi@asfrom 7 to 8, battery Technologies from 5 to
7 andHot Waterremained on 6
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GSENZH Domestic Energy Efficiency Supply Chain Market Intelligence

1.4.2 Electricity and Heat Market by Activity Code

Figure 16aElectricity and HeaBales Split by Activity Code 2021/22 (Level 1)
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