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The social value of community energy

- Background

- Analytical framework – Transaction cost economics

- Case studies of social value in the procurement and delivery of energy services



Community benefit



Social value



Social return on investment



Additional outcomes



Local benefits and wider benefits



Social and economic benefits



Transaction cost economics

The costs involved in preparing, negotiating, establishing, executing, monitoring, and enforcing technology 

deployment and operation, and associated energy service contracts (Williamson 1985; Furubotn and Richter 1997; 

Rindfleisch and Heide 1997; Sorrell 2007; Polzin et al. 2016):

- Search and compliance costs: finding information, due diligence, and ensuring rules and regulations are met

- Negotiation costs: agreeing on terms and conditions

- Enforcement costs: ensuring rules and regulations, and terms and conditions are met

- Opportunism costs: protecting against self-interest

→ What are the trade-offs between the ability to demonstrate and amplify social value and the transaction costs of 

capturing social value? 



Case study 1

Project LEO (2020-2023)

As part of this four-year innovation 

project, three rounds of interviews on 

project learnings were undertaken, 

one in each year, with representatives 

from equiwatt, Low Carbon Hub, 

Nuvve, Oxford Brookes University, 

Oxford City Council, Oxfordshire 

County Council, Piclo, SSEN, University 

of Oxford

Year Interviewees Organisations

2020 16 10

2021 19 10

2022 12 8



Banks and Darby 2020; Banks et al. 2021; Darby and Banks 2022; Parrish 2023





[By working with an aggregator] the number of customers you engage with, the number of contracts 
obviously goes down to one [...] So I think for me the offering through the aggregator is critical. 
However, that brings a challenge in […] that there's an overhead for an aggregator to operate in that 
space.  And I don't think we're quite there yet with who pays for that, and how that cost might ultimately 
be distributed between different actors like the generator, the consumer and the DNO. (DNO 
representative)

Early adopters are doing it because they're interested in climate change and want to reduce their 
emissions and things like that. Is that ever going to be a driver for everyone? Probably not. But yeah, I 
guess, are there other mechanisms that you can kind of drive that change and find out the value? 

We found that it was very difficult creating a business case for flexibility, because we don't know how 
many flexibility events there’ll be, and we don't know what the prices will be in a competitive market. 
(Low Carbon Hub representative)
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Case study 2

Riding Sunbeams (since 2018)

Two workshops with representatives 

of three community energy groups, 

three meetings with a total of six 

representatives of two intermediary 

organisation, three meetings with a 

total of four representatives of 

Network Rail

Stakeholder group
Organisation Meeting 

participants

Community

REPOWER Balcombe 1

HKD Energy 2

OVESCO 1

Intermediary
Riding Sunbeams 4

Pure Leapfrog 2

Institution
Network Rail - Routes 3

Network Rail - Central 1

14



Riding Sunbeams 2017, 2019, 2021, 2022



Search and compliance costs

Network Rail 2025



The hardest part of realising our mission is turning out to be breaking into the traction power supply 
market as an SME with an innovative new value proposition. (Riding Sunbeams representative)

We’ve been comfortable that a technical solution can be reached to allow connection directly to the 
traction power system […] but commercial and procurement issues have so far prevented us from 
proceeding. (Network Rail representative)

[We are in the process of] embedding that strategy and those templates and those processes into kind 
of business processes so that it becomes part and parcel of what [Network Rail] do, work on integrating 
social value into the investment decision-making process, some work into project planning, some work 
on sustainable procurement, and some work on […] KPIs, governance, assurance reporting (Network Rail 
representative)
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UK Government Find a Tender 2025



Case study 3

Bristol City Leap (since 2021)

One workshop with academics 

involved in research touching upon 

the Bristol City Leap business case, 

one workshop with community 

energy groups supported through 

Bristol City Leap, two workshops with 

a total of six representatives of Bristol 

City Leap, 10 interview with actors 

involved in the procurement and 

delivery of Bristol City Leap

BCC 
2018

role ref
Senior manager MA
Senior politician MR
Communications 

manager

JS

Operations manager OH
Procurement 

manager

DW

Social value manager RB
Former energy 

service contractor

RS

Competing BCL 

bidder

NR

Measurement and 

verification expert

NK

Energy service 

contracting adviser

RG

BCC 
2018



BCC 2018; BCL 2022a, 2022b, 2024



Bristol City Leap has a contracted 

value of £424m (>£500m in the 

latest business plan), of which 

14.4% (£61m of the original 

value) is for social value. 

Community benefit amounts to 

8.3% of this commitment, or 

1.2% of the originally contracted 

amount. 



It took many many many many hundreds of hours to negotiate with three bidders in parallel, which was fun. And everybody 
hopes that that contract is left in a drawer and never looked at again. (Bristol City Council representative)

For a portfolio to work, you don’t want every project the same… there is inevitably going to be things of higher and lower 
return. And you can see that there is a natural inclination to cherry-pick that. Effectively, to put together the program in a 
smart way that effectively it's like if the smaller projects or lower return projects were delivering more social value you then 
set a social value requirement that meant you had to do the nice fat juicy project but also the social value projects in order to 
hit your metric and you can see that the private sector understands that, they would see that that's a legitimate ask. If the 
smaller projects, the ones with the social value were rubbish, were crap projects being done for vanity, that would be different. 
But the [contractors] sort of get that the government or the public sector has multiple objectives they're trying to hit. In [the 
BCL framework] I think you can get there. (Competing BCL bidder)
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Search and haggling costs are increased as due diligence not only encompasses technical competence and 
financial stability of contracting partners but also the ability to deliver social value.

Negotiating costs are increased most significantly through the addition of social value criteria in contract 
evaluations, especially if these are additional and bear a minimum weighting (e.g., 10%), and metrics beyond the 
technical specifications of energy equipment and savings need to be agreed on. The lack of standardized metrics 
lends itself to opportunism, which in turn increases transaction costs to agree on terms and conditions to mitigate 
against it.

Enforcement costs are increased as social value needs to be monitored and verified alongside energy saving and 
generation, which itself is complex in the case of energy saving as baselines can be challenged, and even more 
complex in the case of social value as counterfactuals are largely absent and measurement contestable. Careful 
trade-offs are necessary to ensure that the transaction costs associated with measurement and verification of 
social value do not outweigh production cost savings

Opportunism, in contrast, can be lowered in the delivery of portfolios if less profitable projects are contracted 
to deliver more social value alongside to the more profitable projects. Socially valuable yet less profitable 
projects thus contribute disproportionately to the contracted social value outcomes. In this context, the inclusion 
of social value in procurement specifications entails significant transaction costs while creating transaction value 
through the mitigation of opportunism.





Social value 
priorities of the 
UK community 
energy demand  

ecosystem

Community benefit Additional social 
value

Embedded social 
value

Value Monetary value OR 
cost reduction

Proxy derived 
monetary value

Proxy derived social 
return on investment

Legislation 
and policy

Infrastructure Act 
2015, Clean power 
mission

Procurement Act 2023, 
National Procurement 
Policy Statement

RIIO-2 DNO and GDN 
regulation

Entities Energy infrastructure, 
generation, and 
storage developers 
(including community 
energy organisations)

Procuring authorities 
(local authorities, 
central government, 
Network Rail etc.)

DSOs, GDNs, National 
Energy Action

Oversight DESNZ Cabinet Office Ofgem



Additional social value

Community energy organisations like 
Community Energy Pathways are 
being procured to deliver programmes 
of work, such as capacity building, by 
local and combined authorities. The 
procurement specifications 
increasingly require the need to 
demonstrate social value outcomes, 
such as Community Energy Pathways’ 
contract with Suffolk County Council



Additional social value

To support the procurement of 
community energy organisations and 
the social value they deliver, we are 
undertaking research among 11 
community energy groups which are 
members of Community Energy 
Pathways’ Community Energy People 
project. Funded by the National 
Lottery Community Fund, this project 
seeks to create 33 paid jobs and 100 
volunteer roles

We are capturing the transaction costs 
involved in:

• Determining the appropriate scale 
and depth of social value 
measurement (variables, metrics)

• Gathering, cleaning, and 
processing data to facilitate social 
value measurement

• Calculating and verifying social 
value data



Additional social value



Additional social value



Embedded social value





What is valuable from a community energy perspective?

0
0.5

1
1.5

2
2.5

3
3.5

4
4.5

5

Climate Change  (eg. CO2 
reductions, renewable 

energy generation) 

Environment  (eg. 
biodiversity gain, reduced 

pollution)

Local economy  (eg. 
spend with local businesses, 

keeping money local)

Financial  (eg. sharing 
profits with members, saving 

people money)

Wellbeing  (eg. creating 
community connections, 

improving people's health)

Upskilling  (eg. training 
local people)

Thinking about the value your group creates, how important 
to you is each type of value outcome?

N=19



Emergent 
findings

We have a good understanding of the cost of community 
energy but not the benefits

Widespread agreement that community energy delivers 
social and economic benefits, but it is unclear how much 
they are worth

Social value from a procurement perspectives focuses on 
economic benefits but does not do a good job at capturing 
social benefits

Social value from an SROI perspective does a good job at 
capturing social benefits but requires a lot of data and 
input

The right balance needs to be struck between creating 
visibility for Treasury (Green Book) on the one hand and 
data and input on the other
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Thanks for your attention!

C.Nolden@sheffield.ac.uk

mailto:Colin.Nolden@sheffield.ac.uk
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