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Dear Chancellor, 

As you will no doubt concur, the Prime Minister could not have articulated the urgency of the climate crisis in 
stronger terms than he did at the recent United Nations General Assembly meeting, at which he warned world 
leaders that further inaction will inevitably lead to “desertification, drought, crop failure, and mass 
movements of humanity on a scale not seen before”.  

You will also be aware that, at 40% of U.K emissions, the built environment represents both one of greatest 
threats to the country’s ambitious decarbonisation targets and one of our largest potential sources of 
emissions reductions, both in terms of embedded carbon and resource use, and through lifetime consumption 
of energy  

However, there remains a significant disincentive to reducing – particularly embedded – greenhouse gas 
emissions from the built environment due to the application of VAT on renovation works for buildings. This 
applies to property in existing use as residential, empty office, retail, and employment spaces.  
 
This problem is compounded by the fact that new build construction projects are exempt from VAT. As a result, 
the U.K’s tax system currently discourages investment in thermal and broader energy efficiency, and 
densification/repurposing of appropriate existing structures, while encouraging the highly carbon-intensive 
practice of demolition and reconstruction. In doing so, we also magnify the world’s environmental challenges 
by accelerating deforestation, aggregate extraction, and wide range of other forms of resource depletion 
through the use of new construction materials. 
 
The US National Trust for Historic Preservation’s 2011 The Greenest Building report found that “it can take 
between 10 and 80 years for a new, energy-efficient building to overcome…the negative climate change 
impacts that were created during the construction process”. The report concluded that ‘reusing an existing 
building and upgrading it to be as efficient as possible is almost always the best choice regardless of building 
type and climate’. No less than Carl Elefante, former president of the American Institute of Architects, has also 
emphasised that ‘the greenest building is the one that already exists’.  
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Reducing VAT on housing retrofit is also strongly supported by the U.K construction industry, with research by 
the Federation of Master Builders (FMB) finding that 59% of builders believe such a move would improve their 
business prospects. Brian Berry, Chief Executive of the FMB, has noted that the benefits extend well beyond 
the financial interests of the U.K’s small and medium-sized builders, emphasising that: 
 
“we need a National Retrofit Strategy that sends homeowners and landlords a strong signal to invest in their 
properties, reduce costs, and cut carbon. Cutting VAT is the key to unlock this and set us on track to achieve 
Net Zero by 2050 by saving almost 240,000 tonnes of CO2 from 92,000 homes.” 
 
While any reduction or elimination of the VAT currently levied on renovations would certainly be welcomed 
by Local Government and registered providers of social housing – amongst whom there is significant appetite 
to decarbonise housing stock both from an environmental perspective and to reduce energy costs for the fuel 
poor – extending the approach to private households is something of which I am also highly supportive. As 
the Climate Change Committee noted its recent Independent Assessment of the UK Net Zero Strategy, for the 
60% of homes which are owner-occupied and not fuel poor, there are currently no mechanisms to allocate 
costs or catalyse the market for efficiency. 
 
By stimulating demand for low carbon retrofit and repurposing of empty spaces in our city centres via a more 
active approach to VAT, the Treasury can assist in reducing emissions from the built environment, generating 
low-carbon skilled employment, and reducing the U.K’s dependency on volatile, non-domestic energy sources, 
improving national resilience.  
 
While I acknowledge that public spending is under significant pressure following the national response to the 
unprecedented events of the past two years, and that the VAT derived from building renovations makes a not 
insignificant contribution to the public finances, it is by no means clear that a revised approach to the taxation 
of such consumption would not stimulate investment in low carbon retrofit and generate ‘green jobs’, which 
would potentially offset any loss of tax revenue.  
 
With this in mind, and in recognition of the fact that a blanket application of a reduced rate of VAT to all 
renovations could potentially produce a wide range of negative externalities, I am writing to request that you 
have senior Treasury officials consider the application of a reduced or nil rate of VAT to all low-carbon retrofit 
renovations, and an expansion of the eligibility criteria for any reduced rate to include the widest possible 
range of energy efficient construction materials and products. 
 

Yours sincerely 

 

 

Richard Cook 

Leader of Gloucester City Council 

 


