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ABSTRACT

All countries have a common obligation regarding environmental issues. Mature market
economies still have problems with market imperfections and countries with markets in
transition have not yet fully developed the institutions to make use of the market mechanisms.
Both market function, institutions and policies must develop to achieve market transformation
both in a national and an international context. An initiative from several International
Institutions has lead to a set of recommendations aimed at designing an effective energy
efficiency policy with implications for different kinds of economies and for the trade of goods
and services related to energy efficiency.

The paper will present the European context in which this 18-month project took place.
It explores the most favorable conditions for an energy efficient economy. The paper then
highlights what is believed to be the key steps of a succesful energy efficiency policy:
e organise a global open energy market;
e set the energy price at the right level (avoiding any subsidies on energy cost);
e develop a qualified expertise on energy efficiency issues;
e integrate energy efficiency in sectorial policies (housing, transportation, urban planning...)
The product of the Energy Efficiency Initiative is a book' designed for policy makers and
governements of developing nations. Many developed countries can also benefit from it. The
paper concludes with some lessons learned by the experts involved from this intensive effort.

Introduction

The objective of the Energy Efficiency Initiative is to provide a comprehensive and
valuable report to the European Environment Ministers that will
e stimulate an more energy efficient economy in countries in transition (namely East European
countries)
map out the potentials in energy efficiency
seek approval and political commitment of the guidelines at governements’ level
promote integration between energy and environment policies in Europe
facilitate the implementation of the Energy Charter Treaty Protocol

The Danish government who hosts the European Environment Ministers conference in
June 1998 positions the Energy Efficieny Initiative on top of the meeting’s Agenda. The
Danish government organised a task force to prepare a report. The Danish Energy Agency,
The International Energy Agency, The Energy Charter have joined forces during the past year
to carry out the analysis. Several workshops have been organised to validate the proposed
ideas and scheme.

The main questions to answer were: what is the current situation for energy system in
the Eastern European countries? What lessons can be learned from Western experience? What
are the basis of a sound energy efficiency policy? The present paper summarizes the main
findings of the 18 months project.
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1. The Four Key Messages
The whole project can he summarized.in four main messages to Environment Ministers., ;

o Accurate energy prrcmg is crucial . me ] 12
n] Successﬁxlemrgy efficiency polrcres use an mtegrated approach :
0,. Energy users systematically under-invest in efficiency. . . ¢
0 .Government and different actors.on the market need to mteract :
i+ oy ol : JFITNY
" Accurate pncmg of energy is grucial since it s1gnals the value of. efﬁcnency gains and as
a consequence, can attract investment. This signal is weak if prices are subsidised. The signalis .
stronger and more accurate if it reflects the impact of external effects on the environment. Price
increases to.the correct level generally need to be made at pace to allow users to adjust their
behaviour, and within a framework that avoids pitfalls such as non-payment.. g :
A Successfut policy integrates measures to assure that comprehensive actions aim to make‘
usezgf market transformation and to avoid mixed: signals. Energy efficiency policy needs to be-
co-ordinated with, and be part of, other policy matters that relate to energy use, e.g. housing, ,
and transport., Policies and. programmes must be adapted to actual situations. Unsuccessful’,
policies-have been based on short-term and single focus programmes, often using grants. .. - . .
Energy users under-invest, from a strictly financial standpoint, in energy efficiency
improvements as ,they are primarily interested in the service that can be delivered by the
equipment or installation. So even though on-going technical development brings mere energy- ,
efficient products to_the market, consumers are often slow to try them and opportunities that
could save reseyrces are systematically foregone. Customer needs should be better addressed in
order to give the purchaser more confidence in the energy efficient alternatives. .
- . Government and actors in the market interacting to improve energy efﬁcrency shcw
numerous examples of success. Governing takes place on many levels and aspects: ;
governments set the rules for markets, yet can also influence demand for efficient goods as.
they are big buyers- of energy using equipment; local governments set performance.,
requirements; business associations set practice and routines. In many of these activities an
interaction between:the parties in_formulating demands and challenges for new markets has
shown.good: results. The linking of environmental goals in formal certification of companies
accordingto EMAS and International Standards Organisation (ISO) 14 000 is an example.
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2. Energy Efficiency - A Common Concern

Energy, a key component of economic development, is needed as a means of
production and to contribute to quality of life. Energy provides service. It powers pumps to
irrigate crops, heats schools, and cools vaccines in clinic refrigerators. These services, among
millions -of others,. are;-what count. It is the. combination of energy input and the
equipment/installation that deliver the service. It is not the barrel of oil or the kilowatt itself .
that.are important.to most people, rather it is the service that energy provides that matters,

.~ .., Estimates.show efficiency imprevements in the range of 20-30% can be attained cost- ,
eﬁ’ectwely The opportunity to redouble efforts to use energy more efficiently is clear. It is also
clear that-there is a need to push forward on an energy efficient path now because the central.
and eastern Europe-and the Commonwealth of Independent States (CEE/CIS countries) cannot
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afford not to, particularly in this time of economic transition, and in the OECD countries for
economic reasons and because it is a cost-effective path to meeting environmental goals and
international commitments,

The challenge is common for both tfie east and wiest. All Countries’can improve energy
efficiency in their systems. A significant amount of energy use is embedded in the existing
capital stock. A change of buildings, appliances, machinery and pfocesses constitutés an
opportunity to use energy more efficieritly: Every de€ision in'purchasing, building or retooling -
made without taking energy efficiency into account‘isa lost: opportuiity. Evéry policy decision
made without due regard to making energyefficiency improvements’ prolohgs a waste of
resources. Concerns about international competitiveness, restructuring of industry, the speed
of ttechnological development and: rapid growth-of trade further underline” the ¢ommon
challenge. Though countries considered in:‘this report r'hay ‘be: m very dlf’fr‘erent economlc
situations presently,-the future is commen. - A - < - ot

Countnies which are in the process’ ‘of* restmeturmg thexr economies have a historic:
opportunity to build a higher degree of energy: effi cxency into! refurbished ahd “néw capltal
stock. This positions them advantagedusly  both in‘-business- competitiveneéss’ and in
ervironmental performance. There is-an urgency for countfies i central and eastern Eurdpe
and the Commonwealth of Independent States (CEE/CIS} to act now. CEE/CIS ¢ountries have -
the - uhique opportumty to -improve their--efiérgy -“pérformance during the ecofiomic -
transformation. They can-also draw upon the experience of‘other toufitries and avond some of"
thé-pitfalls expeérienced. e , P L s

" Since the-oil price shocks, many “countries;’ mam]y i the west, have’ undertaken a
variéty of policy approaches to improve'energy efficiency, as'well as security of supply and' fuel
diversity. Experience emphasises the need for adequate” ‘e¢onomic signals 'to trigget’ energy
efficient behaviour and investment. This-experiehce=also demonstrates that resporise to-some: -
policies and measures has not been sufficient’ to-'realise ‘the full ‘potehtial- of cost-effective
energy efficiency. It points out that compleméntary actions-ithat'strengthen consumer and
business participation provide better results. Experience shows: that ah integrated and"
persistent ‘policy appfoach is essential: ore baséd on thesdyhamics of a-market ‘économy}
which improves' access to information, expértise-andtechnology, Which ' focuses ofi the's
consufmer desire for service - not energy -perse--and fosters capacity builditig. Moreovet; there
is no ‘e set of policies and measures that is siitable:for all coutitries: Policy-niakers rust
carefully weave a basket of policies ahd measures ‘that takes full consideration:of économic,
social ard -institutional factors in order to 'adhigve ‘énérgy ‘efficiency improvements: and-
consequent environmental and economic gains.

"
A L5308 e AT A o

3. Short Analysis of Energy Demand and Efﬁclency

P -

30 De‘inand Trends in OECD Countrles S ' 3

2] - . '
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" “Energy demand is driven by"“a variety of factors the most important being'ecofiomic
olifput and structure, energy prices, technological progress, personal iticome, fiféstyles, and the
impact-of energy and environmental policies: The link amorig all thesé«factors is comfllexfand’
the ‘response in energy demand to changes in 6né of more’ of them ‘depends on the type of
eniergy’ service in question, stage of ecoromic developrhient, exi'stiﬁg’“infr'&bfx‘uéthre’fi'oliticﬁp
systern; availability ‘of energy resources, ¢limétesand geographic conditions, chltufe; etc” 4 7

5.7 = Before the first oil price shock, energy dénfand in OECD coutitries AW at-close & the
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same rate as gross domestic product (GDP). After the steep increase in prices following the
1973 and 1979 oil shocks, growth in energy demand flattened out, and even declined in
absolute terms in the immediate years after the disruptions. The average annual growth rate :+
between 1973 and 1985 was 0.7%, while GDP grew at a rate of 2.4%. However, after the. "
drop in oil prices in 1985, growth in energy demand picked up again, at an annual average
growth rate of 1.6% between 1985 and 1995, even as the econpmic growth was mamtamed at--
the, same. rate as between 1973 and 1985. e

Two key factors have resulted in changmg the composmon of energy use.in the OECD '
economies. First, growth in the use of electric equipment and appliances-and the increased . -:
mobility has resulted in a significant shift towards, electricity and transport fuels. Equally as
important, large . reducttons in the fuel used per unit of space heated or per unit of?.
manpfactunng kept reducmg the use of fuels for these services relative to- actual outputs: The /-
growth in electricity demand has been close to the GDP growth, though the actual coupling
depended gritically on the price of electnclty and the role of both electric heating and. raw
materials productlon in each country’s economy. Transport fuels also grew steadily, and as-a
result transport fuels almost doubled their share of total final consumption between 1971 and
1995. They now account for more than half of total oil demand today. A key issue for the
future is the extent to which some of the activities or energy services for which these energy
forms are important will become saturated.

3.2 Demand Trends iih CEE/CIS Countries

..Energy demand in CEE/CIS countries before initiating economic reform . was,
chara.ctenscd by a strong emphasis on hcavy industry in the economies, and a lack of accurate;;.
energy. Since starting the. transition period, energy demand has fallen substantially in the-;
region. In 1996 energy demand in the CEE was about a quarter less than in 1990. In the CIS,
it was about one-thtrd below the mark in 1988, These reductions certainly relate to contrapted
econormooutput but at very different rates across sectors. For example, the changes that took. :
place in_heating of buildings were not primanly sparked by just economic collapse, but a-
cambination. of a surge in prices, real constraints in supply from a lack of hard currency or cut-
offs from exporting countries. ”

There are srgns that energy demand in CEE/CIS countries is on the rise in most. sectors
agam as economic activity picks up. It is most notable for electricity for services and
households and transport, fuels for private trucking and, above all, private automobiles. Real .
wage Jpcreases in_ some trans]tlon countries have spurred considerable growth in private qar
ownershtp and thetr wuse. Not surprisingly, the demand for oil for transport fuel has_sugged.
Between 1990 and 1995, gasoline consumption in the Czech Republic, Hungary, Poland, .
Slovakia and Slovenia grew by more than 30%, while heavy fuel oil for industrial use and
power generation fell by 25%. In these countries, gasoline prices declined in real terms, which ,
together with real income growth, provided incentives to increase car ownership and moblllty

Stifl from very fow levels, the sale of new cars in the CEE and CIS has now developed into the .
fastest growing market world-wide. In 1996, car sales in the CEE countries. increased by 35%
and in the CIS by 13% comparcd with 5% in. western Europe.

Growth in transport. demand wﬂl continue to have an tmportant impact, as levels of
sutomobile ownership are only a quarter to half of what they are in western Europe, truqkmg
is only now becoming, common as the state railways are reorganized and economies move.to .
higher value and less bulky goods. The transport sector, however, has not yet received the
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attention of policy-makers to make a convincing case that CEE/CIS countries will find' more.
effective solutions than.those applied elsewhere in the world. Growing demand for mobility
and freight transport requires new infrastructure for which public funding may be madequate

This could lead to road congestion and deterioration of the ‘urban environment if no
appropriate measures are taken. It will iricrease local pollution' if unleaded gasoline and
catalytic convertors are not introduced promptly. Finally, the short-term crlppllng of’ natmnal
and local finances in turn has put pressure on collective transport systems to reduce actwmes

which in turn could further strmurate an 1rreversnble development towards car use at the
expense of the public systems. -

As well .as demand growth for transport and électricity, there have been notable"'~
changes in the fuel mix patterns in the CEE/CIS as a consequence of economic decline and
industrial restructuring. Demand for coal -has declined -substantially, largely in electncnty i
generation, heat supply and industry. As the use of coal without cleaning devices-is K main
contributor to extremely high regional emissions, e.g. SO, and partlculates fallmg energy
demand has reduced the environmental burdén during the downturn. 3

3. 3 Eaergy Efficiency in OECD Countries

Overall energy use per GDP is neither a good measure of efficiency, nor a gauge for
how efficiency develops over time. Energy efficiency is related'to how much energy is needed
to satisfy demand for a given energy service, e.g. fuel needed to heat a building. So when
looking at efficiency, energy use should be disaggregated among different end-uses to more
closely refléct the energy service. It also ‘illustrates “that energy us¢ changes by the relative
amounts of services demand, i.e., the structure of energy use: Diﬁ”ere’ht'bra’nbhes‘ of the
economy grow and evolve at different rates,’ causing the structure of an economy to' dhange
over time. Since each branch or activity has a different energy mtensrty, or energy use/oufput,
thesé changes alone can change the overall ratio of' energy use to GDP: These developments'
occur for different reasons and in response to various ‘stimuli, for example sensitivities to
energy prices. Policy-makers need to see the impact of measures and technology on the parts -
of energy use affected by those pohcles or technology, thus drsaggregatlon becomes even
more essential,

This report suggests more precise tools than the aggregate energy to GDP ratio to give
a better understanding of which determinants’ shape energy use and consequent emission
trends- Increased insight of the contribution of different elemerits’ in energy and ‘emissién’
profiles can, in turn, point to areas where pOllCleS to 1mpr0ve energy eﬁ“xcxency and reduée A
emissions can be most effective. 5 -

Using this methodology to investigate some 32 energy intensities for different end-uses
and sectors shows that many OECD countries -achieved more than 30% savings totally .
between 1973 and 1995, pr1nc1pally before 1988. The pace aﬁer that time ‘was markedly -
slower, both because of the recession in the: early 1990s and lower energy pnces In the same’
period, 1973-1995, the energy intensity* of home heating plummeted by'20°to 50%, and the’
ratio of fuel use to manufacturing output plunged by 20 to"50%, a significant drop though the
same ratio for electricity held constant. In North America, 6% less fuel'was used to'move a
car one kilometre by 1993 from 1973 levels, and for the [EA countries as a'whole, 40- 60% less""
fuel was requrred for eachrpassenger- kllometre of': air travel over the ‘same perlod =i Y
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.. . These trends, however, did not always result in lower energy demand. As.income rose, s
dnvers e.g. size of residences, comfort levels, moblhty, pushed electricity and fuel use.up more.,
than savmgs of the efﬁcnenc,y 1mprovements \

) 0o ] I
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3. 4 Encrgy Efﬁmency in CIS/CEE Coumnes J 5t
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Compared to, the levels in western Europe, enefgy use per economic actwuy is; higher
in the CEE, and even more so in the CIS. Though the comparison at an aggregated level is
prone to mlsmtcrprctanon other available data also support the cenclusion that economies s
the CEE/CIS region use energy less efficiently than western European countries. The main
reasons are an old and inefficient standing stock in industry, as well as its structure, high losses
in energy productlon transmission and dgstnbutnon and mefﬁment energy use in bulldmgs In,
practical terms, space heating mten51ty in thecold CIS and east European countries were as
much as twice as high as those in the Nordic countries before 1990. Industrial processes
appeared to use 1.5 to 2 times more energy per tonne of product than in western Europe.
Automobiles used less energy per kilometre, but more energy relative to their power and
w’elghf Truckmg was parncuiarly wasteful because of both a low share of diesel trucks and,,
poor utilization of routes. Clearly there is room for change.

.~ Energy price shocks, however, provoked little immediate change. Part of the reason
was the low capacity utlhzatmn of industries that survived the first real shrinking of economig
activity Another reaSOnwas that some industries simply did not pay or households coyld not
proper]y cuf back their consumptron of heat. A third reason was that the economic declme
mednt little real new buiilding or retrofitting of factories and buildings, though the very nch dlq
begm to establish a relanvely energy-intensive mobility and housing style. And to some ex ent,
the’ modest f'reemg up 'of trade and personaI freedom did lead to greater housing comfoﬁ for
so'rhe ahd’ 5rap1d escalaflon n the 1mport of used cars from the west, many older, larger and
more fuel intensive than ‘the ones prevmusly common in CEE/CIS countries.

Indeed real eﬁimency 1mprovements will take longer. Without macro- economlc
stability, adeQuate price and subsidy reform, open markets and an inflow of investments, ef'forts
to' ‘énhan&e energ*y effi c’tency in the CEE/CIS countries may be disappointing. One reason |s
that' these Techanisms are ‘essential 1o proper investments in better factories, housing, new .
vehicles, and technologlcal progress in general, the most important mechanisms for savmg
energy. Those countries which have succeeded in stabilising their economies and accelerating
energy sector reform, have progressed in attracting (private) investment to enhance eﬁimcncy
in energy production and use.

Energy prices in most CEE/CIS countnes particularly for electricity, natural gas and
district héhting for household supplies sfill remain too low to give proper economic signals.
The’negative impact of subsidised energy supply and below cost energy prices is ‘substantial
aHd’ gbes beyorid the issue of insufficient demand-side investment. Low energy prices not only
reduce the incentive for energy efﬁcnency, they also induce demand that would not occur if
prlces followed market principles. As a consequence energy suppliers need to mvest in
capacnv that could otherwise be avmdeﬂ L

""" This price induced shift is ampllﬁed by thé fact that governments are generally more
willing to provide budgctary support for capacity expansions than implementing mcasures to
enhiince ¢fficiency“This is*also reflective of a lack of project management capacity for small-
scale energy efficiency projects. Expertise is-still' concentrated in utilities and government
offices-which have #n the Past focused on large supply-side projects.” Also contributing is the
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apparent preference of government and industry alike for large scale investments for which
financing can be obtained from international firiancial institutions; and lowers transaction costs.

An important example of further integration and ‘growing concern about energy
efficiency is the Energy Charter Treaty and its energy efficiency protocol. Due to come into
force in April 1998, the treaty calls on parties to°promote and protect investments, to facilitate
and secure transit, to liberalise trade and improve energy efficiency. The energy efficiency
protocol requires parties formulate polrcy objectives and strategies to improve energy
efficiency and reduce environmerntal impact. To this end, countries are to develop, implement
and regularly update energy efficiency programmes suited to therr circumstances. Intematronal
co-operation is seen as a major supporting tool.

4. Impediments and Incentives to Energy Efficiency Improvements
4. 1 Paying Energy at the Right Price

Energy prices play an important role in determining the _potential for energy eﬁlmency
improvements. Obv1ously, an energy price that reflects full costs, makes the efficient model
more attractive and improves the potential for efficiency gains. Non-payment of -energy
delivered to industry and households is'a major barrier to energy eﬁicxency of relevance to all
market participants (consumers, energy industries and investors). Low collection ratios need to
be addressed as they reduce the incentive for private business to provide energy services and
limit the financial viability of energy industries. Further economic development may aileviate
the non-payment problem.

There is concern that price increases, particularly in the residential sector could
undermine the fragrle political consensus necessary to complete the transition process, It 1s,
therefore, not surprising that many governments are reluctant to increase prices to economic
levels, or even to levels that compensate inflationary erosion. Prices have also been kept below
economic levels by governments in pursuit of broader policy objectives such as macro-
economic stablisation and social policy. Changes to energy prices should be made transparent,
and possibly introduced step-by-step which allows consumers and investors to rationalise their
investment decisions, appropriately taking account of long-term price expectations., Such as
approach can enhance market confidence.

4.2 Beyond Prices

Experience shows that many energy eﬁlcrency optrons are not taken even when the cost

of energy saved is much less than the cost of ‘producing the same amount of energy and a
consistent price structure is in place. Some of the obstacles to tapping into, the large potentlal
to reduce direct energy costs and envrronmental lmpact mclude -
° Lack of knowledge or mformatron about opportunmes to save energy, technology and
how they effect costs. This is the case for an average consumer,. but it often also holds

~ for business leaders, policy-makers, and local authority planners

e Al

. Limited capital which leads to lowest initial cost investment decrsrons without due._,
consideration for operating costs, or life.cycle costs. - v
o Access to capital for energy producers is easier and often at.better rates and terms than

for energy consumers.
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. Separation of expenditure and benefits such as a landlord making the investment in' a
building. and its energy dellvery mechanisms while the tenant pays the energy bills.

Lack of consumer confidence in new technology; s '

. Slow rates of infrastructure and capital-stock turn-qver;

e Legal and administrative obstacles, e.g: discriminatory tax regimes, accountmg systems
which do not accrue energy saving where they were.achieved. ..

S. Policies and Measures
i i A ; B e =g G .

In principle, markets respond quicker and more effectively to economic signals-than
government policy and regulation are able to do. Market forces alone, however;: may not
always be adequate to integrate the long lead times involved in energy supply and demand
options with the complexity of inter alia energy security, economic development and
environmental objectives. Public policy measures may help to overcome some of the barriers.
Indeed, many governments have programmes which focus on end-users or on equipment:
manufacturers to address these obstacles.

Government involvement in energy markets extends to regulatlon of monopoly
enterprises as.well as paryt}sv,qf restructured grid-based energy services, e.g. competition law,
safety,.and environmental protection. In the case of electricity and natural gas service, market
forces and other.factors that determine end-use efficiency can be modified by the regulatory
framework set out.by the.government and by a range of environmental, fiscal and other
policies. that. affect the allocation of economic resources. In designing policies to effectively -
encourage greater .end-use efficiency, a number of governments have employed strategies
along the following lines, depending upon economic and political circumstances:

e ensure that,correct price signals are given to consumers,

e ensure that consumers have access to adequate information and advnce to 1mprove the
effectiveness of market forces;,

e offset financial barners to energy-efficient investments through selected financial
inducements which need to be transparent and temporary,

e carefully design efficiency standards;
foster voluntary actions in business and industry that lead to cost- effectlve efﬁc1ency
advances. el

2 TSR TN 28 gl | e -
The principal policy measures reviewed include:

'iformation dissemination and technical assistance;
regulation and standards;
pricing and fiscal policies, e
A other economic incentive. measures ¥
demand-srde management;
e voluntary agreements, and
y ,research develop,ment and demonstration,

N )
, The mam challenge for, CEE/CIS countries is to create conditions to ensure that energy
eiﬁcgengy inyestments become- more attractive to private capital, both domestic and foreign-
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Consequently they need to: . " ‘ AR e

. create market conditions for energy efficiency by eliminating dlstorted energy prrces
and phasing out direct and indirect subsidies; =~ - ' °
. enhance the availability of financial sources by increasing: the collectlon ratios and”
i providing better accessto long-term finance; s
a enhance the business environment by improving the legal and regulatory framework

and project management capacity.
Ty R
One finding is the heavy dependence on the programmes of the European Union (EU).
Only a few countries appear to have programmes that are:truly independent of the support
available from the EU. While such support has valué, bilateral support has tended to bé'less
comprehensive and less committed to long-term continuity which is important for effective
results. Notably those countries in the pre-accession phase of EU membership are developing
plans to meet EU obligations. including appllance labellmg, bonler efﬁcnency and mmlmum
applianceefficiency standards. . A
Fmdmgs of the survey related to CEE/CIS countries inclade; - -+ .t 7 e
o Good awareness of the need for an energy efficiency strategy and action plan.  There
. «.-are cases, however, where the overall strategy has been defined and adopted but the
~-z.action plan has not been comprehensively implemetited:: Other countriés’ have not: yet’ ‘
... adopted..energy legislation needed to develap energy efficiency strategles SRS
o .. Energy price reforms have not been cempleted. In some cases where pnces have- b’éen'
«..increased without taking- mto account purchasmg power parmes the non payment lssue
has increased. = - e i o cat
. Labelling of appliances is of growing interest.
There are few fmanmal mcentlves though most Countrles have identified a need*for
them. - . 2 W R i
Most countries have building codes but there is a lack of e‘nforcemeritf
Few regulations or standards directly related to energy efﬁmency e
Lack of capital. T . a
Few, if any, voluntary agreements. s
Somé general awareness programmes “of ‘good dnvmg practices and the benefi ts of
public transportation. Few measures to expand or improve public transport systems.

4:.:‘

. Few examples of information programmes such as audlts ‘mass medla campalgns ot
training. B
. District heating is a key area for improvement and the scale of needed mvestment is

large but only a small amount has been provided to date’ .,

Potentially, the greatest increases in efficiency will come not from ‘direct efforts to
reduce energy consumption but from pursuing other: economic goals like improved product
quality, lower capital and operating costs, or specialised product markets. - Many projects
undertaken for non-energy reasons yield energy efficiency gaifisias-a secondary consequence.
For example, glass producers adopted the energy-saving float process primarily for the*
production flexibility that it offered. Steel makers have installed continuous casters more for
the improved product yield than the energy savings. ‘Métal stamping plants have implemented
new techniques for cushioning presses not for the 10 percent energy savings, but for the more
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consistent products and lower maintenance costs.

vy i oo,

onclusions s g i R

The agreements made in Kyoto and the provisions of the Energy Charter Treat, -with its
protocol on energy efficiency, have made it extremely important to elaborate the concept of
energy efficiency and .to especially to distinguish the factors of successful policies. The:
recommendations made in the Energy Efficiency Initiative report pull forward the elements’of
such policies in terms of economic conditions to attract the necessary investments, and in
setting the scene for actors, technologies and institutions to develop and to do so with a
consistent long-term view. The present paper gives a summary of the analysis performed and
highlights what the study group found as more relevant. The Energy Efficiency Initiative report
has been used to draw set of guideline and a declaration that European Environment Ministers
are inviting to sign and support.

There is evidence that energy could be more efficiently used in all cconomies but also
that there is a need for more stringent policy actions to release the potential. Large scale
improvements are not easily or quickly obtained. Enduring and consistent work lies ahead. For
energy efficiency to be widely spread all the millions of everyday decisions made to buy and
operate energy-using equipment have to be made with energy efficiency as the preferred choice
when it is the least expensive alternative.

0  The dynamics of the market economy must be enhanced and fully used

@  Even when market conditions are sufficient the actors on the market might find
themselves unable to use the information correctly. Demand-side opportunities have to
focus customer needs.

0  Also in economies where decentralised decisions are the general rule, many energy
efficient and cost efficient opportunities are foregone every day. Promising technologies
are known, but do not find their way to the market since purchasing capacity is not
identified and signalled to the suppliers of the new equipment. Good technology needs
better dissemination to the market and even the best available technology can be
improved. There is a need to improve access to technology by aggregation of
purchasing power and improved communication between lead users and first movers
among manufacturers.

o

Even when good technology is available its properties are not known well enough to the
buyers and users. Institutions' must be developed to make sure that the everyday
choices are made with full information. The best technology should get a bigger market
share and the inferior gradually is weeded out.

0  Even when all market actors are working with the best intentions they might find that
leadership on different levels and sectors of the society is changing and inconsistent.
There is a need to establish policy co-ordination and consistency in all respects from
governments to business associations giving a clear message over the long term.

1 -
In everyday language institutions are not distinguished from organisations but more generally speaking institutions are a *“sets of habits,
routines, established practices or rules which regulate the relations between individuals and groups.
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The report’s recommendations do not explicitly distinguish between countries in the east or the

west. The obligation is common and the policy components are the same. IR g
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