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2"? European Conference on 'Sustainable Energy Consumption' under the
Marrakech-Process on Sustainable Consumption and Production (SCP)

Meeting Report and Co-chairs’ Summary

Co-chairs’ Summary

1. The 2" European Conference on 'Sustainable Energy Consumption' under the Marrakech
Process on Sustainable Consumption and Production (SCP) was held in Berlin, Germany,
13-14 December 2005. This informal expert meeting was jointly organised by the German
Federal Ministry for the Environment, Nature Conservation and Nuclear Safety, the German
Federal Environmental Agency, the European Commission, and the United Nations
Environment Programme. It was hosted by the Federal Government of Germany. The
Government of Switzerland also provided financial support.

2. Over 70 experts representing governments, business, consumer organisations, environ-
mental organisations, and research institutes from 17 countries participated in the meeting.

3. The meeting was organised in response to the call of the World Summit on Sustainable
Development (WSSD) Plan of Implementation for the development of a 10-year framework of
Programmes on Sustainable Consumption and Production, in support of national and
regional initiatives. All countries were requested to take action, with developed countries
taking the lead. Progress made in developing and promoting the framework, also referred to
as the "Marrakech-Process", will be reviewed in the 2010/2011 sessions of the UN
Commission on Sustainable Development (CSD).

4. The meeting in Berlin had a specific focus on sustainable energy consumption. It
addressed issues which relate to the production and the use of energy-using products,
including the role of public procurement. The areas transport, energy generation, and energy
distribution were not topic of the meeting.

5. The meeting was chaired by Ms. Susanne Lottermoser, Deputy Director-General of the
German Federal Ministry for the Environment and Mr. Timo Makela, Director, Sustainable
Development and Integration, DG Environment, the European Commission.

6. The objectives of the meeting were to:

e contribute to the implementation of the Johannesburg commitments on sustainable
consumption and production;

e contribute to the CSD 2006/07 work cycle where energy for sustainable development
is one of the key topics, including to the Marrakech Task Forces’ work plan;

e position SCP as one of the most important cross-cutting issues through all the CSD
work cycles;

e contribute to the further development of policies and activities at the European level,
including the implementation of the Framework Directive for setting eco-design
requirements for Energy-using Products (EuP Directive), and the European
Sustainable Development Strategy and Environmental Technology Action Plan;.

e demonstrate the technical and economic potential for making energy consumption
(and production) more sustainable;



¢ share information on ongoing activities and identify priority areas as well as potential
gaps in policies and tools;

¢ identify key areas and corresponding measures for the implementation of sustainable
consumption and production (SCP), and

¢ identify the role of each stakeholder group in the implementation processes.

7. The opening statements pointed to the large quantity of private consumption in developed
countries and its contribution to greenhouse gas emissions. The German government,
together with UNEP and the European Commission, chose to focus on energy efficiency of
products as a key to global sustainable development. The new EuP Framework-Directive
was considered an essential instrument for developing energy efficient products. The
conference was seen as an important opportunity to develop proposals for implementation
measures for the Directive and contribute to concrete action suggestions for the current cycle
of the Commission on Sustainable Development, which will focus on the topic of energy in
2006 and 2007. Similarly, UNEP is now focussing on supporting the development and
implementation of concrete demonstration projects with the most active countries in each
region, to provide replicable best practice examples. Additionally, participants were reminded
of the global dimensions of the conference topic: the relevance of energy efficiency to global
climate change and the need to overcome current global inequality of access to energy. A
paradigm shift in consumer behaviour, corresponding new policies regarding energy
efficiency and renewable energies, and most of all immediate action were called for to
promote and realise sustainable energy use of products.

8. During the plenary sessions’ key note addresses introduced several existing initiatives, in
particular at the EU level. The huge potential for environmental improvement through energy
efficiency measures was emphasised. As a consequence participants saw the need to
highlight priorities and develop flagships. The global perspective of energy efficiency and
energy poverty as a phenomenon prevalent in developing and developed countries was
stressed. In this context, the positive impact of small and inexpensive measures was
highlighted (e.g. the impact of smart meters) as well as the influence of green public
procurement, both in numbers (the amount of energy saving through efficient light bulbs) as
well as positive example to effect the much needed change in consumer behaviour.

Concrete actions proposed include inter alia:

e Promote performance targets for energy efficiency of products (e.g. Top-Runner-
Approach) using instruments such as the EuP Framework-Directive;

e Conduct a product panel on light bulbs at the European level to improve energy
efficiency.

9. Working Group 1: Energy Savings in Households — A utopia?

This working group discussed the consumption of energy-using products. The participants of
Working Group 1 were of the opinion that huge energy savings in the household could be
achieved by applying the existing stock of energy efficient technologies. The main concern
should therefore be on appropriate dissemination of information targeting the household, as
knowledge of energy efficient consumption is poor and technology for efficient energy use is



often poorly employed. A special focus should also be given to energy savings through
efficient heating, cooling and appropriate insulation of buildings.

Concrete actions recommended by the working group include:

e The EU energy label for products should be revised and regularly updated according to
the development of the improved energy efficiency of products;

e Promote energy efficiency requirements and certificates for buildings;

e Adapt online advisors (to compare lifecycle energy costs of different domestic products —
new with new and old with new) - and place them on well-visited internet portals;

10. Working Group 2: Eco-design and Life Cycle Thinking — ways to energy efficient
products?

This working group addressed standards and product information needs, design, and product
innovation on energy efficiency and sustainablility. Participants identified lack of awareness,
knowledge, capacity, and incentives with consumers, as well as SMEs as main obstacles on
the way to energy efficient products. Business should take a pro-active approach to providing
and promoting energy efficient and sustainable products. With supply chains becoming
increasingly globalised, taking a Life Cycle Approach requires commitment and information
from all parts of the chain — which is sometimes difficult to achieve. But not only end-
consumers and producers, also retailers and the public sector should take responsibility in
procuring sustainable products.

Concrete actions recommended by the working group include:

e Governments should develop concerted public awareness campaigns to promote Life
Cycle Thinking and raise consumer expectations that products should meet minimum
standards of sustainability;

¢ Business should be required to provide information on energy efficiency of their products
and services in advertising by a certain date (e.g. 2015);

e The Marakesh Task Force on Sustainable Products should develop effective networks for
the priority products.

11. Working Group 3: Renewable Energy — New energy sources, new consumption modes?

This working group discussed changing consumer preferences with regard to renewable
energy such as buying green electricity or renewable heating. Members of working group 3
emphasised the role of consumer attitudes and behaviour throughout their discussion of
renewable energy (RE) sources and the consumption of RE. Changing attitudes and
behaviour was thus considered the key challenge in the discussion. Two important strategies
to tackle this challenge were discussed: information and education on the one hand and
pricing on the other hand. Internalising environmental costs and revealing the “real” price of
products would give a significant signal to consumers. On the other hand information on
alternative, renewable options needs to be made more readily available and accessible to
consumers, for example through energy agencies or renewable energy centres.



Furthermore, informed consumer choice making use of renewable energy options should be
achieved not only for end-consumers but also government and business procurement. It is
important to share information among governments and stakeholders on successful
renewable energy diffusion options and distribute best practice approaches on successful
consumer mobilization strategies for RE awareness and consumption.

Concrete actions recommended by the working group include:

¢ National governments should create awareness through curriculum development (in
primary schools, vocational training, and universities; specific for products &
consumption);

e Public authorities should buy at least 20 % green electricity by 2012 (this could be
followed up by the Task Force on Sustainable Public Procurement);

e Marrakech Task force on sustainable tourism should promote the use of ,green‘ hotels &
youth hostels to inform guests on RE & EE.

12. Working Group 4: Public Procurement — Setting efficiency incentives

This working group addressed the potential and limits of public (and private) procurement to
stimulate energy efficient consumption. The participants stressed the catalytic role of public
procurement activities to stimulate energy efficient consumption and the consumer role of
governments at all levels (federal, national, subnational and local). Green procurement
policies (‘green procurement is understood to include procurement of products and services
with the least negative environmental impact and the highest energy-efficiency throughout
their life-cycle. Other aspects of sustainability should also be given due consideration') offer
environmental, social, and economic advantages - for both consumers and producers. Key
areas to promote sustainable energy consumption range from energy consuming office
appliances to the entire building and construction process.

The participants stressed the strategic role of green public procurement for innovations in the
area of energy efficient products and services with positive impacts for the competitiveness
of economies. Therefore, political leadership and commitment to green procurement on all
levels is a key requirement for successful sustainable consumption and production.

Concrete actions recommended by the working group include:

e Emphasise the leading role of the UN system and the European Commission in
implementing green procurement in their own purchasing;

e The Sustainable Building and Construction Task Force will develop guidelines for the
introduction of energy efficiency criteria to be used at all steps of the building and
construction process, and will provide input about them to the CSD 14 and 15;

e The Sustainable Public Procurement Task Force will strengthen the role and
dissemination of eco-labels as a benchmark for purchases in the field of products;



13. The co-chairs’ conclusions highlighted the need for immediate, concrete action.
Targetting the “low-hanging fruit” of feasible, low-cost actions seems an obvious and
necessary step. Such actions are important both to realise short-term successes and to
stride towards long-term aims, such as changing consumption patterns. Immediate activities
should focus on simple but effective measures, such as public procurement of energy
efficient light bulbs. Another cost-effective example with far-reaching energy efficiency
potentials are smart meters for households.

14. On the policy level the co-chairs highlighted the need to build on the multiplicity of
existing policies and initiatives to take forward selected priorities in regard to energy
consumption. Involvement of all stakeholders is key to this process. At the EU level, existing
policy processes already have created stakeholder platforms and dialogues. During the
meeting the relevance of the Marrakech Task Forces was stressed and concrete proposals
developed for their work.

15. The revised EU Sustainable Development Strategy puts Sustainable Consumption and
Production high on the list of key priorities. The European Union will develop an Action Plan
on Sustainable Consumption and Production, which will be an important vehicle for
improving coherence and synergies between existing policies and tools, as well as
prioritization and implementation of the suggested actions on sustainable energy
consumption.

16. The co-chairs higlighted that the outcome of this meeting will be taken forward to the
CSD with the aim to establish sustainable consumption and production as one of he main
cross-cutting issues thorugh all CSD cycles, as well as to highlight some key issues
regarding energy consumption in the CSD14/15 cycle which addresses energy for
sustainable development, air pollution, industrial development and climate change.

Working Group Summaries
Working Group 1: Energy Savings in Households — A utopia?

Working Group 1 was of the opinion that that huge energy savings in the household could be
achieved by way of applying the existing stock of energy efficient technologies. The main
concern should therefore be on appropriate dissemination of information targeting the
household, as knowledge of energy efficient consumption is poor, and technology for efficient
energy use is often poorly employed. A special focus should also be given to energy savings
through efficient heating, cooling, and appropriate insulation of buildings.

To address key issues, participants made various recommendations, mainly in the field of
awareness raising and information exchange. With specific individualised awareness and
information campaigns, consumers should be sensitised toward energy efficient consump-
tion. The information should not only contain numbers and figures on energy consumption,
but also give concrete recommendations in order to facilitate a shift in attitudes and
behaviour. Energy-labelling of products needs to be reviewed to provide more targeted
information to consumers. Participants in the working group recommended developing a
colour-coded energy label supported by life cycle costing estimations. For example, a red
label could thereby effectively communicate a negative life cycle cost performance of the



product to the consumer, even if the net price might be lower than that of a similar product.
Moreover, the identification and publication of energy consumption values for buildings
should be highlighted or initiated. The conflict of interest between the owners of buildings (for
whom energy costs are secondary) and those renting (who are paying energy bills) needs to
be addressed. Another major interest of participants was the restructuring of energy tariffs
provided by energy suppliers. The tariffs should ideally hold fewer fixed elements and more
variable costs. Thus to optimise the incentives for savings, the price per unit should increase
with increasing consumption. Smart metering systems in every household should support the
change in consumer behaviour by comparing energy consumption with previous
consumptions.

Participants proposed several concrete actions to put the recommendations into practice:

e The EU energy label for products should be revised and regularly updated according to
the development of the improved energy efficiency of products;

e Promote energy efficiency requirements and certificates for buildings;
e Conduct peer reviews of national household energy-labelling schemes;

e Develop mechanisms of co-decision, co-investment and co-benefit between house/ flat
owners and tenants;

e Set up energy funds for poor citizens for investment in energy efficiency (cheap loans);

e Establish a technical committee by ISO to develop common international standards for
domestic energy consumption;

e Adapt online advisors (to compare life cycle energy costs of different domestic products —
new with new and old with new) - and place them on well-visited internet portals;

¢ Promote smart metering systems and restructured energy tariffs by energy suppliers;
e Adapt online advisors for energy systems of buildings;

e |Initiate national stakeholder round tables to define targets, measures, follow-up, and
feed-back;

e Prepare a booklet to demonstrate gaps between current practice and best available
technology.

Working Group 2: Eco-design and Life Cycle Thinking — Ways to Energy Efficient
Products?

Participants of Working Group 2 identified lack of consumer awareness as one of the main
issues to tackle in order to promote energy-efficient products. Due to a lack of easily
accessible information on product performance - or just because they set different priorities -
consumers often take a passive role in deciding whether sustainable products are successful
on the market or not. Consumption is, however, not only driven by end-consumers but also a
question of public procurement and business-to-business trade. With supply chains
becoming more and more globalised, businesses —as well as monitoring organisations- face
difficulties in enforcing energy efficiency along the supply chain. Reasons for this can be



either unavailability or even unwillingness to provide information on suppliers’ energy
performance. Moreover, especially SMEs often lack knowledge, capacity, and also incentives
to apply a life cycle approach to product design. On the other hand, not only producers but
also retailers need to take on responsibility in providing energy-efficient goods and services.
All three — consumers, traders, and producers — require more coherent legal and policy
frameworks from governments.

The working group further discussed visions for a road to energy-efficient and sustainable
products. Participants recommended that governments should commit themselves strongly
to supporting sustainable innovations. This could be achieved by adopting benchmark
standards on sustainability in all available policy measures - standards for sustainable public
procurement are but one example. A vision for the private sector could be a competition to
provide sustainable products for consumers’ needs (end-consumers, other businesses, or
the public sector). Furthermore, business should take a pro-active role in promoting more
sustainable solutions (goods and services) for consumers. The consumers, on the other
hand, should also expect products to meet minimum standards of sustainability and
increasingly adopt a life cycle perspective when deciding what to buy.

In order to achieve this vision, the working group recommended the following concrete
actions:
Governments should
« Implement all measures they have already committed themselves to in various
initiatives (e.g. 3Rs, G8, 1Watt for standby);

e By 2010 adopt at least minimum sustainability requirements in all available policy
measures;

e Introduce effective economic measures to support market building for innovative
sustainable products — and discourage products which do not meet minimum
standards of sustainability;

« Put in place immediately active campaigns to raise consumers‘ expectations of
product sustainability;

* Connect with EC IPP projects

— on product information needs to promote Type I, Il, lll environmental
information

— on IPP metrics and measurements
« Create eco-design competence centres to promote sustainable products;

* Promote knowledge and technology transfer to emerging economies such as China
and India (e.g. by including them in IPP network);

e By 2010 have a map of remote impacts of supply chains to their markets.



European Commission should

* Propose framework directive covering non energy using products, which strongly
contribute to global warming (modelled on the EuP Directive).

Business should

* Include information on sustainability of their products and services in advertising by a
certain date (e.g. 2015).

Task Force on Sustainable Products should

e Strengthen links to the European Commission’s Project on “IPP-Product Information
Needs” and on IPP metrics and measurements;

e Ensure that there are effective networks to support development of sustainable
standards.

Working Group 3: Renewable energy — new energy sources, new consumption modes

The participants of working group 3 emphasised the role of attitudes and behaviour
throughout their discussion of renewable energy (RE) sources and the consumption of RE.
On the one hand, working group members thought of attitudes and behaviour as crucial
driving forces for the diffusion of renewable energies through ‘bottom-up’ demand. On the
other hand, where this demand is lacking, incentives are considered important for increasing
positive public attitudes and behaviour regarding renewable energies.

Participants agreed that price is an important issue in fostering an increase of RE
consumption. While some saw price-based incentives as the most promising route to
enhancing RE demand, others highlighted the mediating role of attitudes and transaction
cost (convenience). Fiscal policies thus have important steering functions. In this connection,
feed-in tariffs were considered an important issue that has in some countries led to positive
incentives for the diffusion of various forms of RE (e.g. in Germany), while other countries
have seen the positive effect from this measure focused selected technologies (e.g. small
hydropower in Slovenia). Taxation of CO2 emissions was mentioned as another fiscal
measure with potential positive impacts for RE. At the same time, the high subsidies of fossil
fuels were considered counterproductive from that perspective. Besides coherent fiscal
strategies, working group participants agreed that setting the “the right price” of products by
internalising external costs is important.

The decentralised, local character of most renewables makes them less costly for countries
in transition or developing countries compared to establishing expensive, centralised energy
provision solutions. At the same time, all countries may have to deal with differing interests
between these two groups of energy providers. Participants also pointed to EU member
states’ role in transferring RE technologies to transition and developing countries and thus
increasing their access to RE sources, such as the use of hydropower in Serbia and
Montenegro.



Finally, as a conclusion of the key issues of this working group, the co-chairs pointed to the
fact that everyone is a consumer: households, businesses, and governments. Each of these
groups thus makes consumer choices and has equivalent rights and responsibilities.

Before this background, the working group participants agreed that communication and
education play a key role in changing consumers’ attitudes and behaviour. For example, the
French public’s sceptical stance towards wind energy was considered to be rooted in a lack
of information on the technology and contextual issues. Serbia and Montenegro has set up
an energy efficiency agency to inform consumers and has gained good experiences with this
approach, which participants recommended to apply in other countries.

Another aspect of information that the working group participants highlighted was the
dissemination of experiences. Three areas were given particular attention in the discussion:
the sharing of best practices in implementation, sharing of successful strategies in mobilising
consumer demand for RE, and in the area of sharing knowledge by communicating research
results relevant to the promotion of consumer behaviour.

Corresponding to the key issue of fiscal mechanisms and economic incentives, participants
recommended developing and implementing appropriate mechanisms that would help set
“the right price”, encourage innovation, and thereby address consumption in particular.

Finally, picking up on the specific challenge that most countries face with their old housing
stock that is fitted with traditional heating systems, it was recommended that RE policies
could pay particular attention to addressing residential heating and cooling, efficient use of
energy in homes, as well as insulation of public and domestic buildings.

The working group proposed following concrete actions:

e Set goals: number of solar-thermal ,roofs* in the EU annually (especially public buildings,
such as schools, universities, and hospitals) (to be developed and monitored further by
Task Force on Buildings & Construction);

¢ National governments should create awareness through curriculum development (in
primary schools, vocational training, and universities; specific for products &
consumption);

e Public authorities should buy at least 20 % green electricity by 2012 (this could be
followed up by the Task Force on Public Procurement);

e Communication campaigns (by consumer organisations, NGOs, businesses, in
partnership with governments and media) to raise awareness of RE & EE consumption
(previous examples include “Are you doing your bit?”, “Aus, wirklich aus?”);

¢ Renewable energy centre(s) in every EU country (incl. demonstration, shop, teaching...);

e Task force of Marrakech-Process on sustainable tourism should promote the use of
.,green’ hotels & youth hostels to inform guests on RE & EE;

¢ Provide start-up funding for innovation (e.g. ‘Competitiveness and innovation programme
of the European Union’, EC patient capital initiative' and private sector);

e Promote RE (e.g. cooking & electricity) in developing countries, e.g. through EU Energy
Initiative, donors;
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e Take up consumption-related issues with RE organisations/initiatives and enhance
communication between RE community and mainstream (e.g. public planning);

¢ Include RE & EE in SCP research programmes.

Working Group 4: Public Procurement — Setting efficiency incentives

The participants of Working Group 4 stressed the catalytic role of public procurement
activities to stimulate energy efficient consumption. Against the backdrop that procurement
spending in all public agencies in the EU amounts to about 16% of EU-wide GDP, public
authorities can influence market developments, and lead the private sector and consumers.
This concerns the procurement of electrical appliances and other energy-consuming office
appliances as well as building and construction processes.

To realise these potentials, participants stressed a number of key issues that need to be
addressed as priorities. By communicating the future challenges of public procurement to
governments and public authorities the debate needs to move from “green” to “sustainable”
procurement. Sustainable procurement policies offer environmental, social, and economic
advantages for societies and are not only a requirement for environmentally sound
behaviour. Therefore, the strategic role of sustainable public procurement for innovation of
energy efficient products and services should be highlighted to policy makers and public
authorities at all levels. As a result, technology innovations developed for goods and services
used and provided by the public sector can help increase the competitiveness of the
countries. The creation of “Living Labs” would strengthen the enabling environment for
sustainable innovations as they become platforms for direct interaction between public
consumers and producers. The Working Group 4 participants emphasised that public
procurement is too often reduced to purely technical questions. They identified a lack of
awareness regarding the important political and strategic character of public procurement
decisions.

Consequently, participants agreed that political leadership and commitment to sustainable
procurement is a key requirement for successful sustainable consumption and production. As
a part of this political leadership it is crucial to effectively communicate the objectives of the
procurement approach to public authorities at all levels of government. To facilitate the
understanding of the underlying rationale of sustainable public procurement measures,
capacity building efforts at all levels are needed. One step in this direction is, for example, to
inform consumers about the huge energy efficiency potentials of the building and
construction sector. As the discussions pointed out, there are a number of entry points for
taking actions to increase energy efficiency during the entire building process. Considering
energy efficiency requirements is both part of the planning and construction process of new
buildings, as well as use, maintenance, and retrofit of existing buildings. Another step is to
design an initiative for one specific product group, such as energy efficient light bulbs, to give
a concrete example of how sustainable public procurement can become reality. For this
purpose multipliers (e.g. churches) can be involved in order to create a critical mass of
institutional consumers.
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To improve the performance of public procurement the participants agreed on a number of
recommendations. A broad awareness raising project about sustainable procurement
policies and actions is needed. As numerous examples mentioned during the discussions
indicated, there is hardly a lack of experience in this regard. However, insights about
successes and shortcomings of sustainable procurement approaches need to be compiled
and distributed to trigger policy and technology innovations. The participants recommended
setting up supportive structures for capacity building and disseminating best practices in
cooperation with the private sector. The Working Group especially emphasised the leading
role of the UN system and the European Commission in implementing sustainable
procurement in their own purchasing. It further recommends that European governments
should introduce energy efficiency criteria in all its funding decisions. In addition, peer
reviews among governments of sustainable procurement practices focusing on energy
efficiency should be initiated. These reviews can be accompanied by regular control and
monitoring mechanisms in order to systematically assess success and deficits.

The working group proposed following concrete actions:

e Emphasise the leading role of the UN system and the European Commission in
implementing sustainable procurement in their own purchasing;

e European governments should introduce energy efficiency criteria in all funding
decisions;

e Introduce peer reviews among governments on sustainable procurement practices
focusing on energy efficiency;

e Finland will take the lead on the Marrakech Task Force on ,Sustainable Building and
Construction® (SBC), which has several links to public procurement, taking into account
relevant activities by UK and Sweden (as part of the EU Environment Technologies
Action Programme);

e The SBC Task Force will develop guidelines for the introduction of energy efficiency
criteria to be used at all steps of the building and construction process, and will provide
input about them to the CSD 14 and 15;

e The Marrakech Task Force on “Sustainable Public Procurement” (SPP) works on a
toolbox to promote sustainable public procurement and to develop communication
strategies specifically on energy efficiency as a first step using EU experiences on green
public procurement;

e The SPP Task Force will strengthen the role and dissemination of eco-labels as a
benchmark for purchases in the field of products;

e The Marrakech Task Forces will look for opportunities to organise a Side Event during
CSD-14 on energy efficiency, including public procurement and sustainable building and
construction.
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Annex A: Slides from the Working Group Sessions

Working Group 1

Energy Savings in Households —
An utopia?
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Key Issues

» Energy efficient technologies exist but are poorly
known and applied - and are not accessible for
people in fuel poverty

« Consumer information concerning energy
efficient consumption is not individually relevant

» Energy efficient heating & cooling systems and
proper insulation should be priorities as they
consume the main part of energy
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Working Group 1

Recommendations

* Personalise information and awareness campaigns on energy
efficiency to change behaviour & attitudes of consumers and

businesses;
* Train planners, engineers, builders and other stakeholders;
* Share best-practices internationally;
» Bring energy efficiency into the educational curricula;

» Develop colour coded energy labelling including life cycle cost

estimates for products (positive/ negative labelling);
+ Develop a scheme for energy labelling of all buildings/ flats
» Revise tariff structures to encourage energy efficiency;

* Make energy consumption visible through smart metering
systems in every household.
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Concrete Actions

Introduce peer review of national household energy labelling schemes;
Develop mechanisms of co-decision, co-investment and co-benefit

between house/ flat owners and tenants;

Set up energy funds for poor citizens to invest in energy efficiency

(cheap loans);

Establish a technical committee by ISO to develop common
international standards for domestic energy consumption;

Adapt online advisors (to compare lifecycle costs of different domestic
products — new with new and old with new) - and place them on well-

visited internet portals;
Adapt online advisors for energy systems of buildings

Initiate national stakeholder round tables to define targets, measu
follow-up and feed-back;

res,

Prepare a booklet to demonstrate gaps between current practice and

best available technology.
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Working Group 2

Eco-design and Life Cycle Thinking
— ways to energy efficient products?
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Issues
Governments

* Lack of a coherency, lack of mechanism to set minimum standards for
non-EuP, need for engagement at global level.

Business

» Supply Chain: lack of data and transparency, lack of commitment all
the way down the supply chain;

* SMEs: lack of awareness, knowledge, capacity, incentives;

* Retailers: lack of responsibility for the sustainability of products they
sell.

Consumers
* Persistence of markets for unsustainable products

* Passivity of consumers, negative perceptions, lack of interest and
tools to act
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Working Group 2

Visions/ Recommendations

Governments
+ Commit to support innovation (by adopting ambitious sustainability
standards in all available policy measures, e.g. procurement);

» Support capacity building in eco-design for sustainable products, especially
for SMEs;

+ Take responsibility for the remote impacts of supply chains to their markets.

Business

» Compete to provide and invest in development of more sustainable and
appropriate products (B2B, B2C, B2G) taking a forward looking
precautionary approach;

» Actively promote more sustainable solutions (goods & services) based on
life cycle information.

Consumers

+ Should expect products to meet minimum standards of sustainability and
increasingly choose to buy the best (not the cheapest) — from a life cycle
perspective.
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Concrete Actions (1)

Governments

L]

L]

L

Do all things they have already committed to do (e.g. 3Rs, G8, 1Watt);

By 2010 adopt at least minimum sustainability requirements in all available
policy measures;

Introduce effective economic measures to support market building for
innovative sustainable products — and to discourage products which do not
meet minimum standards of sustainability;

Immediately, active campaigns to raise consumers‘ expectations of product
sustainability should be in place;

Connect with EC IPP projects

— on product information needs to promote Type |, Il, lll environmental
information

— on IPP metrics and measurements
Create eco-design competence centers to promote sustainable products;

By 2010 should have a map of remote impacts of supply chains to their
markets.

Federal Ministry for th Capia
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Working Group 2

Concrete Actions (2)

European Commission

* Propose a framework directive covering non energy using products
modelled on EuP-Directive.

Business

» By a certain date (2015?7?) all advertising should contain information
on sustainability of the product or service.

Task Force on Sustainable Products

* Ensure that there are effective networks to support development of
sustainable standards.
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Working Group 3

Renewable energy —
new energy sources,
new consumption modes?

@ | Umwelt sy &
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+ Attitudes & behaviour; incentives to change them
(bottom-up demand approach),

» Pricing & price;

» Further technology research & product development;

» Decentralised, local character of most renewables;

» Fiscal policies (e.g. feed-in tariffs, CO2 taxes);

+ Diffusion of innovation from niche to mainstream market;

» Transfer of & access to RE technologies to transition and
developing countries;
« Everyone is a consumer (households, business,

government) => consumer choice (rights &
responsibilities), public procurement: lead by example.
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Working Group 3

Recommendations

Strengthen information, communication & education - considering specific
audience/target groups;

Focus on win-win: RE, environment, new jobs, import dependence, energy
security, etc.;

Disseminate experiences (best practice in implementation, mobilising
consumer demand for green energy & for products using RE,
communicating research results, etc.);

Develop economic incentives & mechanisms (setting the right price,
encourage innovation, addressing consumption);

Strengthen RE policies addressing buildings, in particular heating & cooling
demand (e.g. through energy efficiency & RE agencies);

Develop international cooperation and capacity building: institutions and
governmental organisations;

Stronger link with organisations and partnerships that already exist (e.g.
JREC, EREF, REEEP, REN21...);

Strong need to address EE & RE in transport.

] ek S Umwelt Fam .
and Nuclear Safety Bundes &"!y z it

Y
LA UNEP

L

Concrete Actions (1)

Set goals: number of solar-thermal ,roofs’ in the EU annually
(especially for public buildings). This could be developed and
monitored further by Task Force on Buildings & Construction;

National governments should create awareness through curriculum
development (in primary schools, vocational training, and
universities; specific for products & consumption);

Public authorities should buy at least 20 % green electricity by 2012
(-> task force Public Procurement);

Communication campaigns (by consumer organisations, NGOs,
businesses, in partnership with governments and media) to raise

awareness of RE & EE consumption (e.g.: “Are you doing your bit?”,

“Aus, wirklich aus?”, ...);

Renewable energy centre(s) in every EU country (incl.
demonstration, shop, teaching...);

1 Mini Leen -
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Working Group 3

Concrete Actions (2)

Task force of Marrakech process on sustainable tourism should
promote the use of ,green‘ hotels & youth hostels to inform guests
on RE & EE;

Provide start-up funding for innovation (e.g. ,EC patient capital
initiative’ & private sector);

Promote RE (e.g. cooking & electricity) in developing countries, e.g.
through EU Energy Initiative and other donors;

Take up consumption-related issues with RE
organisations/initiatives and enhance communication between RE
community and mainstream (e.g. public planning);

Include RE & EE in SCP research programmes.

Federal Ministry for the
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Working Group 4

Public Procurement —
setting efficiency incentives?

B | Envicnosot ot Conservaion Umwelt Fan AL
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Priorities

Highlight the strategic role of sustainable public
procurement as a forerunner for innovations in the area
of energy efficient products and services;

Use opportunities to involve industry associations in the
capacity building for public procurement;

Raise awareness that public procurement is a political
not just a technical issue;

Highlight the need for both: political leadership and
capacity building on all levels;

There is the need to move from “green” to “sustainable”
procurement;

Inform about the huge uncaptured energy efficiency
potential within the building and construction process.
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Working Group 4

Recommendations

Strengthen the communication about the potential of
sustainable procurement policies and actions on all
levels and within the CSD process;

Set up supportive structures for capacity building and
disseminating best practices in cooperation with the
private sector;

Emphasize the leading role of the UN system and the
European Commission in implementing sustainable
procurement in their own purchasing;

European Governments should introduce energy
efficiency criteria in all funding;

Introduce Peer Reviews among governments on
sustainable procurement practices focusing on energy
efficiency.

Concrete Actions

Finland will take the lead on the Marrakech Task Force on
~oustainable Building and Construction® (SBC) which has several
links to public procurement;

The SBC Task Force will develop guidelines for the introduction of
energy efficiency criteria to be used at all steps of the building and
construction process and provide input about them to the CSD
sessions 14 and 15;

The Marrakech Task Force on “Sustainable Public Procurement”
(SPP) works on a toolbox to promote sustainable public
procurement and to develop communication strategies specifically
on energy efficiency as a first step;

The SPP Task Force will strengthen the role and dissemination of
eco-labels as a benchmark for purchases in the field of products;

The Marrakech Task Forces will look for opportunities to organize a
Side Event on energy efficiency including public procurement.
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Annex B: Conference Programme

Sustainable Energy Consumption"
European Conference under the Marrakech-Process on
Sustainable Consumption and Production (SCP)

Venue: Federal Foreign Office (Auswartiges Amt)
Werderscher Markt 1, 10117 Berlin (Entrance: Unterwasserstra3e 10)
Time: Tuesday, 13 December 2005, 09.00 — 18.00

Wednesday, 14 December 2005, 09.00 — 13.00

Tuesday, 13 December

09.00 — 09.30 Registration

09.30 - 11.00 Plenary Session

Co-chairs:

Susanne Lottermoser
Deputy Director-General, German Federal Ministry for the Environment

Timo Makela
Director, European Commission, DG Environment, Directorate G

Statements by:

Astrid Klug
Parliamentary State Secretary, German Federal Ministry for the Environment

Arab Hoballah
Head, Production and Consumption, UNEP DTIE

Timo Makela
Director, European Commission, DG Environment, Directorate G

11.00-11.30 Coffee/Tea

11.30-13.00 Plenary Session: Multi-Stakeholder Panel and plenary discussion

Holger Krawinkel, Federation of German Consumer Organisations - vzbv
Allan Asher, Energywatch, United Kingdom
Martin Charter, Centre for Sustainable Design, United Kingdom

13.00 - 14.30 Lunch
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14.30 - 15.00
15.00 - 16.30
Environment
16.30 - 16.45
16.45 - 18.00
19.30

Plenary Session: Introduction to Group Work

Peter Hennicke, President, Wuppertal Institute

Working Group Session I
Working Group 1: Energy saving in households — an utopia?
Co-Chairs: Gunilla Blomquist (Ministry of Sustainable Development, Sweden)
Anne Solgaard (ForUM for Environment & Development, Norway)
Working Group 2: Eco-design and Life Cycle Thinking - ways to energy
efficient products?
Co-Chairs: Chris Baker (Dpt. for Environment, Food and Rural Affairs, UK)
Prof. Dr. Marina Franke (Procter & Gamble Service GmbH, Germany)
Working Group 3: Renewable energy — new energy sources, hew
consumption modes?

Co-Chairs: Alenka Burja (Ministry for Environment, Slovenia)
Dr. Rolf Wiistenhagen (Institute for Economy and the
at the University of St. Gallen (IWOe-HSG))

Working Group 4: Public Procurement — setting efficiency incentives?

Co-Chairs: Philip Kristensen (Swiss Agency for the Environment,
Forests and Landscape)
Kaarin Taipale (Coordinator of the Finnish SCP Task Force)

Coffee / Tea

Working Groups continued

Dinner Reception

Restaurant , Diekmann im Weinhaus Huth"
Alte Potsdamer StraBe 5

Wednesday, 14 December

09.00 —10.30
10.30-11.00
11.00-12.30
12,30 -13.00

Working Group Session II

Coffee / Tea
Report from the Working Groups and discussion
Co-Chair's Summary

End of the meeting
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Annex D: Background Paper

Sustainable Energy Consumption
Background Paper
European Conference under the Marrakech Process

on Sustainable Consumption and Production (SCP)
Berlin, 13-14 December 2005

This paper was prepared by the UNEP/Wuppertal Institute Collaborating Centre on
Sustainable Consumption and Production (CSCP).
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1 Introduction

1.1 Background

In the Johannesburg Plan of Implementation, all countries were called on to "encourage
and promote the development of a 10-year framework of programmes (10YFP) in support
of regional and national initiatives to accelerate the shift towards sustainable consumption
and production” (Chapter 3). In response to this, several initiatives have been launched
and the Marrakech Process - the designated programme for the development and imple-
mentation of 10YFP — was set up. Two international meetings (in Marrakech, Morocco and
San José, Costa Rica) and various regional consultation meetings have taken place. The
first European regional meeting took place in Ostend, Belgium, 24-26 November 2004 and
involved European governments and stakeholders from all societal groups.

The upcoming meeting in Berlin will be the second European meeting of the Marrakech
Process. Whereas the Ostend meeting had a general thematic focus, the Berlin meeting
will focus specifically on sustainable energy consumption. It will address the issues that
relate to energy use in households, offices and industry, but will not deal with those related
to transport, energy generation and energy distribution.

Energy issues relating to sustainable development were discussed at inter-governmental
level for the first time at the Ninth Session of the Commission for Sustainable Development
(CSD-9), held in April 2001. Countries agreed that stronger emphasis should be placed on
the development, implementation and transfer of cleaner, more efficient technologies and
that urgent action is required to further develop and expand the role of alternative energy
sources. In its 2006-2007 work cycle (CSD-14/15), CSD will review the progress in the
areas of energy for sustainable development, air pollution/atmosphere and climate change
along with industrial development. The outcomes from this Berlin meeting will also contrib-
ute to the discussion in the CSD sessions.

1.2 Objectives of the meeting
The general objectives of this meeting are to:

» contribute to the implementation of the Johannesburg commitments on sustainable
consumption and production;

e contribute to the CSD 2006/07 work cycle where energy for sustainable development
is one of the key topics;
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e position SCP as one of the most important across-the-board issues within all the CSD
work cycles;

» demonstrate the technical and economic potential for making energy consumption
(and production) more sustainable;

« share information on ongoing activities and identify priority areas as well as potential
gaps in policies and tools;

e identify key areas and corresponding measures for the implementation of sustainable
consumption and production (SCP), and

e identify the role of each stakeholder group in the implementation processes (who does
what?).

1.3 Objectives of this background paper

Within the overall objectives of the meeting, this background paper serves the following
objectives:

« to outline the technical and economic potential for making energy consumption more
sustainable through raising energy end-use efficiency and combining it with the use of
renewable energy sources, as well as highlighting the policy priorities and challenges
necessary to harness the potential;

» to briefly review the current status of policies, and

e particularly to provide background information for the four working groups which will
convene during the meeting to discuss the themes of energy savings in households
(WG1), eco-design and life cycle assessment (WG 2), renewable energy (WG 3), and
public procurement (WG 4).

As it is written for a European conference of the Marrakech Process, this paper mainly
focuses on European challenges, but also aims to provide good practice examples to other
countries, especially emerging and transitional economies.
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2 Technical Potential, and Policy Priorities and
Challenges

2.1 Global challenges

Energy consumption is the ultimate cause of the challenges faced by energy supply and
energy policies. Levels of consumption determine the need for energy supply and are,
therefore, one side of the equation for the security of energy supply. Levels of consumption
are also a key determinant in the overall cost of the energy supply system and the overall
levels of emissions harmful to health and the environment.

Current trends in global energy use are far from sustainable. Oil demand continues to
grow, while experts expect a historic peak in oil production within the next 20 years. Car-
bon dioxide (CO2) emissions from fossil fuel combustion in 2002 were about 13% above
the 1990 levels, whereas a stabilisation of the climate would demand a reduction by 50%
until 2050 and further reductions thereafter. For OECD countries this would mean a reduc-
tion target of 60-80% in order to allow developing countries a certain temporary increase in
emissions. In order to achieve this, global primary energy consumption would need to stop
growing, while OECD energy consumption would need to decrease. Currently, nearly one
third of the world population has no access to electricity and another third has only poor
access. Reliance on traditional fuels for cooking and heating can have a serious impact on
health and the environment. On the other hand, the world’s richest people, earning over
20,000 US dollars per annum, consume nearly 25 times as much energy per person as the
poorest people.

However, energy is merely an intermediate good. Consuming energy is a means to an end,
that end being the provision of energy-related needs (“energy services”) such as cooking,
maintaining a comfortable indoor temperature, producing goods, and providing mobility.
The ultimate challenge for sustainable energy consumption and production is, therefore, to
satisfy the appropriate level of energy-related needs of every human being by using a vari-
ety of technologies and fuels tailored to local conditions rather than merely increasing en-
ergy supplies, while keeping the overall cost and environmental damage as low as possi-
ble.

How can the use of energy in households, offices and industry become more sustainable?
Although challenges vary greatly in different parts of the world, the ways of achieving sus-
tainable energy consumption can be summarised in the following four basic options:
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a) Demand-side energy efficiency (also termed energy end-use efficiency): This most
important option relates to technical, organisational and individual measures to re-
duce the final energy needed to heat/cool our houses, produce goods etc.

b) Co-/tri-generation: Introduction of on-site co- or tri-generation of heat, cold, and
power can dramatically improve energy efficiency on the supply side. This option is
largely related to the issues of energy generation and distribution. It is, therefore,
only further discussed here in relation to its applications at consumers’ sites (e.g.
in industry or public buildings).

c) Renewable energy: The third option is renewable energy produced and used on-
site through biomass or solar thermal collectors etc. as well as that fed into the
electricity grids.

d) Limiting energy services: The final option could be to limit the amount of energy
services we use (e.g. by capping dwelling floor space) to a level sufficient to cover
our energy-related needs. Assessing this is, however, highly subjective and for
that reason will not be discussed further in this paper.

2.2 Demand-side energy efficiency and on-site co-/tri-
generation

2.2.1 Potential

Demand-side energy efficiency involves an array van o W Transports
of hundreds of different technologies for numer- T
ous energy uses in different sectors. To name a pop o | musty
few, these include thermal insulation of buildings,
energy-efficient household appliances, fluores- 1000
cent lighting with T5 or T8 lamps, electronic bal-
lasts, efficient luminaries, daylight or occupancy
sensors, variable speed drives to control the
power of electric motors etc. The implementation T E E = B
of measures depends on re-investment cycles
and the decisions made by a large number of
decision-makers who have different degrees of
information and varying preferences. The same
is true for small-scale on-site co-/tri-generation.
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In its recent Green Paper on Energy Efficiency, w0 208 20
Doing More With Less, the European Commis-
sion stated that “the EU could save at least 20% Figure 1. Final Energy Demand in the EU-25
of its present energy Consumption in a cost- by sector in million tonnes of oil equivalent

. . - (Mtoe), comparison of BAU and P&M scenarios
effective manner, equivalent to 60 billion euros
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per year, or the present combined energy consumption of Germany and Finland”. “Cost-
effective” means that it is cheaper to invest in saving energy than to supply or purchase the
same amount of energy. On average, it would cost 1-2 eurocents to save one kilowatt-hour
(kWh) of fuel and 2-4 cents to save 1 kWh of electricity. On the other hand, saving energy
would avoid the long-term system costs to the national economy — 2-3 cents for 1 kWh of
fuel and 5-6 cents for 1 kWh of electricity. Furthermore, the fuel prices for consumers are
currently no less than 5 cents per kWh and electricity prices are 10-15 cents per kWh.

A recent policies and measures (P&M) scenario for the 25 EU Member States (EU-25)
analyses the possibility of achieving a substantial reduction in greenhouse gas emissions
by 2020. This scenario illustrates a strategy that fulfils about 80% of the currently available
energy savings potential. It is assumed that via this strategy, decision-makers are better
informed and will change their P&M towards incorporating the best available energy-
efficient technologies.

Figure 1 shows that in this P&M scenario, energy demand would be reduced by 22.3% by
2020 compared with the business-as-usual (BAU) scenario. This is equivalent to energy
savings of almost 2% per annum. Instead of an increasing energy demand of 1.1% per
annum in the BAU scenario, a reduction of the demand by, on average, 0.4% per annum
can be achieved in the P&M scenario.

Another recent study shows that improvements in the energy efficiency of new equipment
and buildings by 5% or more per annum seem to be realistically achievable if a targeted
innovation strategy is in place in industrialised countries. This study further shows that over
a period of 50 years, such improvements can reduce the total energy consumption by 1%
per annum (in absolute terms) and, therefore, may be capable of cutting the energy de-
mand by half by the middle of the century. The other study projects that the average elec-
tricity consumption of home appliances can be reduced by 25% by 2010 and 33% by 2030,
while the profit per ton of CO, emissions avoided is expected to be 160 euros.

As seen above, most of the technical potential for demand-side energy efficiency and on-
site co-/tri-generation can be cost-effective, but only a small part of the potential has been
exploited so far. A plethora of market barriers deriving from the diversity of energy-
efficiency technologies — such as lack of information, prioritisation, funding, incentives and
management capacity — leads to this deplorable reality.

2.2.2 Priorities and challenges

As Figure 1 shows, significant energy savings can be made in all three sectors under con-
sideration here — households, tertiary, and industry. However, public policies need to sup-
port market actors to overcome the barriers mentioned above.
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Figure 2. Innovative Energy Efficiency Policy — the Basic Package

An effective policy for energy efficiency requires a combination of information, practical
guidance, regulation, and financing incentives ("sticks, carrots, and tambourines"). Figure 2
gives an overview of the basic package, which consists of general economic instruments
(top) and sector or technology specific instruments (the box in the centre). The package
needs to be adopted by each actor in the market chain in order to realise energy-efficient
buildings and equipment (shown at the bottom). An appropriate policy mix is required to
make their actions for increased energy efficiency feasible, rewarding, and straightforward.

While most of the specific instruments listed in the box in Figure 2 directly address final
customers or technology providers, energy policies can, and should, also involve energy
companies and specialised energy service companies as professional intermediaries. They
can mediate between the providers and customers of energy-efficient end-use solutions to
overcome a multitude of barriers and to reduce the transaction cost for energy efficiency
measures. Their mediation will multiply the effects of economic and legislative instruments
such as energy taxes, minimum energy efficiency standards and labelling.

However, such professional intermediaries cannot work alone. Public policies need to cre-
ate a framework that stimulates energy efficiency programmes and services. This can be
done, for example, by creating a special fund that finances energy efficiency programmes,
or by setting an energy efficiency obligation for energy suppliers or network companies,
coupled with the permission to finance programme costs via energy prices. Such an obliga-
tion could also be coupled with a system of tradable energy saving certificates (“white cer-
tificates”). Energy performance contracting (EPC) is also in need of public policy support
and promotion.

One of the basic tasks of energy policies is to ensure that energy prices reflect the true
environmental and social costs by reducing subsidies for non-renewable sources and in-
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corporating external cost by means of energy taxes etc. To correctly evaluate the cost and
benefit of energy efficiency measures, it is important not to compare the marginal cost of
saving energy with subsidised electricity prices but with the total systems cost (i.e. cost of
production, transmission, distribution, and reserve capacity cost plus subsidies from the
government). Emissions trading, the Clean Development Mechanism (CDM) and Joint
Implementation (J1) (the Kyoto mechanisms) are additional policy instruments that should
support energy efficiency and its integration with renewable energy. However, the small
and dispersed nature of energy efficiency improvements leads to relatively high transaction
cost. Simplified procedures for small-scale CDM/JI projects could provide a solution.

2.3 On-site renewable energy

2.3.1 Potential

Both the passive and the active use of renewable energy in a decentralised manner are of
particular importance. Renewable energy not only generates clean energy but also has the
potential to reduce levels of investment in large-scale networks, power plants and other
centralised energy supply technologies.

The utilisation of passive solar energy can be achieved primarily by optimising the design
of buildings in particular ways to:

e achieve high solar heating gains which can be supported by special translucent insula-
tion of walls;

» make optimal use of sunlight for lighting purposes through the orientation and sizing of
windows, shades and light transportation systems (mirrors, glass fibres), and

e prevent high thermal loads of buildings by shading, and natural and night cooling.

The above passive optimisation of buildings can be supplemented by the following active
renewable energy technologies:

e Direct use of solar thermal energy for warm water and heating, and solar cooling;

o Integration of photovoltaic cells into the fagades of buildings and possibly into efficient
low-voltage in-house electricity grids;

e Use of biomass for heating and, with micro-scale combined heat and power (CHP)
devices, for electricity generation, and

e Exploitation of local thermal energy potential (particularly geothermal and waste heat)
using highly efficient heat pump technology.

Numerous examples show that, by intelligent planning, high insulation levels and optimisa-
tion of windows, the energy use of new residential and office buildings can be reduced to
almost zero at a reasonable cost — even under central European climate conditions. By
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integrating photovoltaics (PV), buildings can produce more energy than they consume over
the course of the year. Almost the same level of efficiency can be achieved by retrofitting
existing buildings. Solar radiation can provide, in moderate climates, more than 50% of
sanitary hot water and meet up to 20% of space heating demand with the current available
technologies. Under warmer conditions, up to 100% of hot water can be provided by solar
energy. Examples of daylight use, and passive and active solar cooling systems show that
the energy demand in intelligent office buildings can be mostly met by renewable energy.

2.3.2 Priorities and challenges

As the passive solar use and many options for active solar use are predetermined during
the design and construction phase of buildings, integrated building planning must be pro-
moted among planners, architects and developers. Specialised tools for solar optimisation
of buildings and bigger developments need to become standard.

Effective legal instruments to foster solar and renewable development include:

e Inclusion of provisions for passive solar use and prevention of high summer heat loads
in spatial planning and building codes;

e Financial support for the installation of solar collectors and other renewable heat gen-
eration systems, and

e Making renewable energy use mandatory in building codes as in Spain, or imposing
quotas of renewable energy supply in new buildings or developments (e.g. the eligibil-
ity criteria for the demonstration scheme of 50 solar settlements in North Rhine-
Westphalia, Germany).
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On the EU level, the following existing or planned policies can be assumed to have consid-
erable effects on demand-side energy efficiency and on-site renewable energy:

The Directive on the Overall Energy Performance of Buildings
The Framework Directive on the Eco-Design of Energy-using Products (EuP)
The forthcoming Directive on Energy End-use Efficiency and Energy Services

A revised Energy Labelling Framework Directive has been proposed in the report of
the European Climate Change Programme. It would widen the scope of the existing
implementing directives on energy labelling.

The European Parliament has called for a Directive on Renewable Heat and Cold.

In the current 25 EU Member States and the accession countries, as well as in the EEA
countries, these EU directives form the framework for national energy efficiency and re-
newable energy policies.

The EU also provides programmes in the areas of communication and research to promote
energy efficiency and sustainable energy sources across Europe as well as developing
countries. The Intelligent Energy — Europe (IEE) programme co-finances international pro-
jects, events, and the start-up of local or regional agencies relating to energy efficiency,
renewable energy and alternative fuels. The Sustainable Energy Europe 2005-2008 Cam-
paign was launched in the framework of IEE, aiming to raise public awareness and pro-
mote sustainable energy production and consumption among individuals and public and
private organisations.

Many good practice examples from European and other countries demonstrate how a sup-
portive framework with adequate policy instruments can increase energy efficiency in the
final energy demand. The following examples are particularly notable:

The Danish Electricity Saving Trust finances innovative energy efficiency programmes.
Those programmes are expected to save around 7% of the electricity use in the
household and public sectors by 2008, whilst achieving net economic savings for con-
sumers and society.

Building codes in countries such as the Netherlands and Germany were taken into
consideration in the development of the EU Directive on the Overall Energy Perform-
ance of Buildings. Due to the progressive standard introduced in 1996, energy effi-
ciency improvement of residential buildings in the Netherlands accelerated to more
than 5% per annum.
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e The energy efficiency programmes of electricity and gas suppliers under the Energy
Efficiency Commitment scheme in the UK will save 7% of private consumers’ energy
use between 2002 and 2008. The economic benefits of the programmes have been
proven to be four times higher than their cost.

e Industrial and commercial enterprises and public administrations in Finland have im-
plemented 50-70% of the energy-saving potential identified by detailed energy analy-
ses subsidised by the government.

e Energy management and benchmarking networks in Norway will contribute to saving
around 1% of the total energy use in the industrial and commercial sectors each year.

e The Czech Republic has been particularly successful in promoting energy performance
contracting.

o The Spanish government announced that it would spend 8 billion euros between 2005
and 2006 on measures to limit energy demand.

Non-European examples include Japan’s Top-Runner programme, energy labels for appli-
ances in Thailand and energy efficiency legislation in India.

It would be appropriate for goods traded worldwide to have a global policy on their energy
efficiency so as to harmonise product standards. For example, a performance target for the
stand-by power consumption of electrical appliances can be universally set below 1 watt to
encourage energy efficiency innovations. For goods which are traded only on a regional or
national scale, and for buildings and production facilities, the exchange of knowledge on
energy efficiency and renewable energy policy should be firmly promoted by the UN and
governments. One of the first tools in this area of development is the Collaborative Label-
ing and Appliance Standards Program (CLASP) that promotes efficiency standards and
labels in developing countries.

Under the framework of the Global Environmental Facility (GEF), relatively few energy
efficiency and on-site renewable energy projects have been funded so far, although the
multi-country Efficient Lighting Initiative is a good example. Only 4% of the first 202 CDM
projects that were approved, or are close to approval, by the CDM Executive Board target
energy efficiency. Although 75% of the projects relate to renewable energy, these would
only generate around 20% of the total amount of certificates acquired from all projects. The
difficulties and a possible way forward have been mentioned in Chapter 2.
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As discussed in Chapter 2, energy end-use efficiency and on-site renewable energy use in
households, offices and industry comprise many different technologies for numerous en-
ergy uses in different sectors, involving a large number of decision-makers. The decision-
makers include component suppliers, manufacturers, architects, designers/planners,
wholesale and retail traders, installation contractors, specialised energy efficiency consult-
ants, specialised energy service companies, energy companies, building owners and other
investors, tenants, and users of energy-efficient equipment.

Four topics — energy savings in households (WG1), eco-design and life cycle assessment
(WG 2), renewable energy (WG 3), and public procurement (WG 4) — have been chosen to
facilitate discussions to unravel these complex relationships. The challenges for the work-
ing groups will be to:

e acquire an overview of the current debate;
o discuss forthcoming challenges;
e identify areas for concrete measures, and

 identify potential areas for exchange and co-operation between participating countries.



Notes to the
Working Groups
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Working Group 1: Energy Savings in Households
— A utopia?

Scope

This working group will discuss the consumption phase of energy using products. The is-
sues cover all sectors except transport, ranging from technical solutions such as the use of
stand-by modes for electronic appliances and the thermal insulation of buildings, to soft
approaches for changing household behaviour, such as communication strategies. The
main objectives are to:

highlight the potential for energy efficiency in European households;
share experiences and best practices (what works, what doesn’t);
demonstrate framework conditions for energy-efficient household consumption;

identify solutions which make it easier and more convenient to choose energy-efficient
goods and to adopt behaviour which focuses on the efficient use of energy;

identify communication strategies or other methods to make households behave in
more energy-efficient ways, and,

if possible, initiate concrete implementation measures.

Current status of discussion

Around 90% of the energy use of products throughout their life cycles stems from their
consumption phase. However, 80% of the energy use in the consumption phase is de-
termined at the time of the initial investment or reinvestment in the products. Alterna-
tive energy-efficient choices often require more investment at the point of the initial de-
cision-making. Supporting the choice of energy-efficient buildings and goods is, there-
fore, highly significant.

The remaining 20% of energy use can be influenced by the behaviour of households;
for example, by turning off lights and turning down thermostats when rooms are not in
use, and only using washing machines and dryers at full load.

Space heating accounts for 66% of household energy consumption in the EU. The
most effective means of increasing energy efficiency in households is, therefore, the
thermal insulation of existing and new buildings. Passive houses can make energy
savings of up to 90%. Optimisation of the heating system — boilers, hydraulic setting of
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pipes and thermostats, and pumps — can also produce energy savings of 10-30% of
heat and up to 80% of electricity.

Almost one third of all electricity in OECD countries is consumed by home appliances.
Energy-efficient lighting and electronic equipment offer a similar saving potential. A++
refrigerators and freezers can reduce electricity consumption by around 50%.

A policy package to assist households in making it easier to choose energy-efficient
goods includes: mandatory/voluntary energy labelling (e.g. Energy Star programme),
minimum energy performance standards (e.g. Japan’s Top-Runner programme, new
EU Framework Directive on the Eco-Design of Energy-using Products), databases of
energy-efficient products (e.g. www.topten.info website initiated in Switzerland), indi-
vidual advice, financial incentives to attract households to energy-efficient alternatives
and information and awareness campaigns. .

It is also critical to make energy efficiency easy and attractive for the players in the
market chain of the supply of energy-efficient buildings, products, and services (manu-
facturers, retailers and sales staff, planners, installation and service contractors). They
need to understand the market and the profitability of energy-efficient solutions so that
these technologies can be applied within households. Additional policies in this area
include professional training and co-operative or public procurement.

Some good policy examples were referred to in Chapter 3 of the overview. Those ex-
amples prove that it would be possible to achieve energy savings of 1.0-1.5% in the
household sector, while at the same time bringing net economic savings to households
and society.

Forthcoming challenges

Very few countries have, as yet, formulated and implemented a coherent policy strat-
egy to harness the energy efficiency potential in households. By identifying the size
and cost-effectiveness of the potential, an optimal package of instruments can be de-
veloped. The forthcoming EU Directive on Energy End-use Efficiency and Energy Ser-
vices, which has as its target a 1% energy saving per annum in households, will offer a
good opportunity for EU Member States to develop such a strategy.

An example of such a strategy is the UK’s Action Plan on Energy Efficiency. For the
household sector, the action plan includes the Energy Efficiency Commitments (men-
tioned in Chapter 3 of the overview), tax incentives for private landlords to invest in
more energy-efficient buildings, a network of energy advice centres, special funding for
insulation and improved heating systems for low-income households, and a revision of
the building code to implement the EU Directive on the Overall Energy Performance of
Buildings.
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« Studies often find that households are primarily concerned with the purchase cost and
are only prepared to pay extra for energy-efficient products if there will be a rapid re-
turn on this investment. Where there is little market incentive for producers to invest in
energy-efficient features (e.g. new buildings), regulatory policies such as building
codes have been more effective. For other products, economic incentives and further
guidance such as Germany’s Sustainable Shopping Basket would help consumers’
decision-making. Innovative market-based instruments such as energy performance
contracting (EPC) also need to be developed and tested. It is important to set a
framework stragety and a policy package according to product types and replacement
cycles, taking social and cultural conditions into account.

e Research and development (R&D) efforts on energy efficiency, therefore, should not
only relate to technical improvements, but also focus more on understanding markets,
market barriers, the policy instruments and energy services that can overcome those
barriers, and how to measure their effects in terms of energy and cost savings.

Some questions for discussions

e Which technical solutions make energy efficiency in households easy and convenient,
and have the greatest potential to be cost-effective?

o What approaches and policy instruments can support households in making more
energy-efficient investment choices and make the players in the market chain offer en-
ergy-efficient options to households?

o What role should the producers and energy companies play in promoting energy sav-
ing in households?

e What could be the role of R&D in technologies and in the implementation of energy
efficiency, and what are the most important R&D needs?

Is it possible to identify concrete implementation measures that could be initiated?
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Working Group 2: Eco-design and Life Cycle As-
sessment — The road to energy-efficient products

Scope

This working group will focus on the design and production of products. Initiatives such as
the EU Framework Directive on the Eco-Design of Energy-using Products, Integrated
Product Policies (IPP), the UNEP/SETAC Life Cycle Initiative, and Japan’s Top-Runner
programme will be referred to in the discussion. The main objectives are to:

share practical experiences (including industry presentations);
discuss the role of the above initiatives and approaches;
identify priority areas for future implementation work, and,

if possible, initiate concrete implementation measures (e.g. voluntary commitments).

Current status of discussion

Energy-using products consume about 30% of primary energy in the EU and are re-
sponsible for 40% of CO2 emissions.

The analysis of regional priorities prepared for the 2nd International Expert Meeting in
Costa Rica names eco-design and product-service systems (PSS) as approaches for
business actions for sustainable development. The Asia-Pacific region emphasised the
importance of tools such as life cycle assessment (LCA).

Promoting a shift to more sustainable consumption requires the increase of both sup-
ply and demand for sustainable products. Demand-side energy efficiency measures
are an important option for improving the sustainability performance in households, of-
fices and industry, and products play an important role here. Most of the impacts aris-
ing from the consumption of products are, however, determined at the design stage.
Consumers are often “locked in” to unsustainable patterns of consumption by the
availability and affordability of products.

Policy makers are recognising the need for policies that address the impacts which
occur beyond the production phase, especially with regard to the use and disposal of
products. For example:

= Policy measures such as extended producer responsibility (EPR) are being used
to promote the recycling of electronics and other products. The EU’s new Directive
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on Waste from Electrical and Electronic Equipment (WEEE) aims to increase the
re-use, recycling and recovery of waste from a variety of consumer products.

= Japan’s Top-Runner programme aims to develop the world’s best energy-efficient
appliances. The programme sets energy standards for each type of product equal
to, or more stringent than, the level of the best available technologies on the mar-
ket.

= The EU’s Framework Directive on the Eco-Design of Energy-using Products aims
at increasing energy savings from all electrical appliances. Measures for priority
areas — heating, electric motors, lighting, domestic appliances, office equipment,
consumer electronics, air conditioning, and stand-by losses — will be decided on in
the next two years. They will define energy performance for each product and im-
plement related labelling to enable to consumers to make informed choices. They
will also encourage consumer responsibility in contributing to energy savings.

e There have been efforts to develop policies for particular products covering the whole
life cycle. The EU’s IPP calls for an approach that integrates three main areas — influ-
encing prices, promoting green production and stimulating demand for green products.

e The most effective measures for improving the efficiency of appliances have generally
been mandatory energy-efficiency standards. In the US, mandatory standards for a
number of appliances, such as refrigerators and air conditioners, have been estab-
lished. In the EU, voluntary agreements have been negotiated with manufacturers to
improve the energy efficiency of a range of consumer appliances, including power
supply units, televisions and DVD players. It is estimated that, in the EU, further meas-
ures of this kind could reduce total energy consumption by 10% by 2020.

» Not only energy-using products but also all other kinds of products need to be consid-
ered, since energy consumption is an issue throughout a product’s life cycle. Improving
the resource efficiency during production could, therefore, also be an effective strategy
to reduce the product’s “energy rucksack’.

e Technological leapfrogging in energy efficiency may enable developing countries to
accelerate improvements in living standards and bypass unsustainable patterns of
consumption and production.

Forthcoming challenges

o Developing incentives for energy-efficient design that addresses the full life cycle and
promoting skills in the private sector for LCA and eco-design remain as challenges.

e Increasing the awareness of the contribution that resource-efficiency strategies can
make in improving the energy efficiency of products.
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An important issue for consideration is consumer preference and behaviour, how this
influences what is produced, and how consumer preference and behaviour can be
shaped in ways that promote more energy-efficient products.

Increased product efficiency has generally been offset by even greater increases in
overall consumption. In addition, the “rebound effect”, by which increased efficiency
reduces prices and stimulates greater demand, has been observed. In order to reduce
absolute energy consumption by 1% per annum, taking into account economic growth,
a yearly average growth rate of energy efficiency by 3% has yet to be realised. If the
replacement cycles of products are taken into account, this requires new products that
improve their energy efficiency by 4.7% per annum on average.

Various research shows such efficiency improvement rates are technologically feasi-
ble. To achieve this, however, governments need not only to fund traditional R&D but
also to help create markets for the deployment of energy efficiency innovations.

Some questions for discussions

What is the role of governments in promoting concepts such as eco-design and in-
struments like LCA for energy-efficient products, in particular during the R&D phase?
What are the roles and effectiveness of different instruments? How can best practice
policies and programmes be disseminated and supported?

How can industry be persuaded to take responsibility during the R&D, marketing, sales
and after-sales phases for the impacts of consumption and disposal of the products?

What kinds of communication, information and eco-labelling are most effective in influ-
encing consumer choice?

How have consumers’ preferences been reflected in product design? How can con-
sumers and producers (and designers) best interact in order to mainstream eco-
design?

How can eco-design and LCA be promoted in developing countries? What kind of sup-
port will be most effective?
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Working Group 3: Renewable Energy — New en-
ergy sources, new consumption modes?

Scope

This working group will address the question of whether new energy sources lead to new
consumption modes. Can renewable energy be regarded as an inexhaustible energy
source and, therefore, will energy efficiency no longer be an issue of concern? Or should
the use of renewable energy go hand-in-hand with energy efficiency? The main objectives
are to:

o share practical experiences relating to these questions;

e develop strategies and projects that link the use of renewable energy and energy-
efficient behaviours, and

e identify priority areas for future work.

Current status of discussion

e As the total impact from energy use results from both the amount of energy consumed
and the mode of energy supply, we need to look at the two issues combined. It is im-
portant for policy makers to consider different energy options in order to minimise the
impact at the lowest cost, whether renewables or non-renewables.

» Renewable energy (RE) sources, even though these include large hydropower, ac-
count for around only 5% of total energy production and consumption.

» Even though most of the sources for RE are inexhaustible, its generation and distribu-
tion still involves the input of materials. On-site RE systems require storage batteries
that reduce environmental benefits. Energy use further causes consumption of electri-
cal and other energy appliances, which involve material use.

e Assuming that a considerable greenhouse gas reduction of 60-80% by 2050 is re-
quired, energy efficiency (EE) and RE should be regarded as complementary. With a
rate of 1% energy efficiency improvement per annum in the business-as-usual sce-
nario, RE will have to grow by at least 14% per annum in the coming decades. If effi-
ciency were to improve by 3% per annum, RE would have to grow by only 8% per an-
num. An improvement in EE makes a significant increase in the share of RE in the en-
ergy mix more achievable and cost-effective.
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The complementary use of RE and EE technologies can improve the security of the
energy supply. Recent trends in oil prices would encourage countries to develop local
energy sources and diversify energy portfolios as well as to improve energy efficiency.

In the discussion about the harmonisation of RE and EE policies, it is important to take
into account the differences between: 1) actors dealing with energy production and
consumption; 2) motivations, experiences and behaviour patterns; 3) countries.

Early movers for RE produced their own energy mostly as private individuals. They
were motivated by the will to have green energy and/or to become independent from
big suppliers. Those pioneers are generally sensitive to the interdependences between
energy production/use and environmental issues. A survey shows that Bavarian solar
thermal energy households had a better understanding of energy policies and supply
systems while they, at the same time, had lower energy consumption than others.

Due to the liberalisation of the European electricity market in 1998, consumers gained
an opportunity to choose green electricity. Most RE in OECD countries is now gener-
ated or purchased by utilities and sold together with electricity generated from fossil-
fuel sources. Furthermore, the investment in RE technologies either by private installa-
tions (e.g. PV), by joining operation companies (e.g. wind parks) or even by buying
shares in a joint-stock company can create a return with interest subject to special
conditions. In contrast to the original movers, these consumers and investors are not
essentially sensitive to the efficient use of energy. They might even regard their com-
mitment to RE as a justification for their energy consuming lifestyles.

In some parts of the world, particularly in developing countries, the installation cost of
on-site RE systems (e.g. PV in remote villages) can be significantly smaller than EE
technologies, while the link of energy consumption and production is clearly observed.
For example, using fluorescent lamps or LEDs instead of conventional light bulbs can
reduce the power output of a PV-installed home by a factor of five.

Forthcoming challenges

The existing policies and programmes often promote either RE or EE, not both, asking
whether one or the other is a better (or the only) way to reduce energy consumption.
How to make informed decisions about whether to focus on RE or EE in a specific
case is not obvious. There is a need for a more system-integrated approach that links
RE projects with an obligatory application of EE technologies. One good example is
the Solar & Save programme in North Rhine-Westphalia, Germany, which encourages
investment for climate protection projects in public schools among ordinary citizens us-
ing energy performance contracting (EPC).

To attain the right mix of RE and EE, prices need to reflect the environmental and so-
cial costs of energy production.
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e Public awareness of the interdependency between RE and EE is a very important fac-
tor in the promotion of the integrated approach. The communication of this issue in
both expert circles and amongst the public is of as much importance as bringing differ-
ent stakeholders together.

e A more innovative approach that integrates RE and EE technologies in product devel-
opment should be encouraged, including the development of buildings and motor vehi-
cles that combine EE features with RE sources.

« Significant financial resources for investment in RE and EE are needed, including the
use of innovative financial mechanisms such as loan guarantees and the Clean Devel-
opment Mechanism (CDM), and market-based instruments and public-private partner-
ships that can leverage scarce public funds. In Germany, the guaranteed purchase
price of electricity from private PV installations has been about 50 eurocents per kWh
for 20 years, far higher than the price of conventional power, which has created a con-
siderable incentive for private investment in solar power.

Some questions for discussions

e How can policy makers and experts be motivated to integrate RE and EE? Is setting a
combined target for RE and EE possible?

e Should the system-integrated approach become imperative for future programmes? Or
should there be any exceptions?

e What kind of public support, communication, capacity building and financial mecha-
nism will be required to achieve the approach and the accompanying processes?

e What should the roles of renewable energy equipment manufacturers and energy
companies be in integrating EE in RE technologies? How can R&D for such integrated
innovations be encouraged?

e How can RE consumers be motivated to use their energy efficiently? Is a new ap-
proach, different from that for conventional energy consumers, needed?
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Working Group 4: Public Procurement - Setting
efficiency incentives?

Scope

Governments can play a catalytic role in shaping consumption patterns, both through
public policies and through their own procurement practices. Public procurement has huge
potential to enable the market to provide more energy-efficient products and services, due
to both its position as one of the principal buyers and also its influence over the private
sector and consumer.

This working group will address the opprtunities and limitations of public procurement to
stimulate energy-efficient consumption. In addition to concentrating on the procurement of
electrical appliances and other energy consuming office appliances, the discussion will
also focus on the building/housing sector. The main objectives are to:

« share experiences (presentations by procurement departments and other relevant
organisations);

« llustrate the potential of public procurement in relation to energy efficiency, particularly
in the building/housing sector;

o identify key areas for creating markets for energy-efficient products and services, and

o identify concrete measures to promote the procurement of energy-efficient products
and services.

Current status of discussion

e The procurement spending in all public agencies in the EU accounts for 16% of the EU
wide GDP or a sum equivalent to half the GDP of Germany. If all public authorities
across the EU demanded green electricity, this would represent 18% of the EU’s
greenhouse gas reduction commitment under the Kyoto Protocol.

e The Johannesburg Plan of Implementation called upon all countries to ‘promote public
procurement policies that encourage development and diffusion of environmentally
sound goods and services’ (Chapter 3, para. 19¢).

e |n 2004, the EU adopted the new Public Procurement Directives that enable public
purchasers to integrate environmental considerations into public procurement.
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e A number of governments have already introduced public procurement legislation that
requires, or encourages, public agencies to adopt green procurement policies and im-
plementation plans and to report the results (Norway, Sweden, Japan, South Korea,
etc.), while others take different measures including developing co-ordinated strategies
and issuing executive orders and guidelines (e.g. UK’s Sustainable Public Procure-
ment Taskforce).

e Arecent study proposes a co-operation of European governments to develop common
standards and practical tools on public procurement of energy saving technologies.

o Several international networks have been established in recent years. Among them are
the UN Expert Meeting on Sustainable Public Procurement, the International Green
Purchasing Network (IGPN), and the Procura+ campaign organised by ICLEI Europe.

e Some developing countries have been rapidly accelerating their efforts for green pro-
curement. In 2004, the Chinese government issued a policy document entitied Imple-
mentation of Government Energy Efficiency Procurement that called for a three-year
programme to establish energy-efficient purchasing practices at all levels of govern-
ment.

e The Energy Star label, first introduced in the US in 1992, is considered to be one of the
most successful cases of public procurement for promoting energy efficiency. All fed-
eral government agencies were required to procure personal computers meeting the
criteria. The standard for public procurement became a general standard for the entire
market beyond the country.

e Public procurement can also be used to promote renewable energy. The Canadian
government has made a commitment to purchase 15-20% of its electricity in the form
of green power by 2010.

e The European Commission’s SAVE programme conducted a study on Public Pro-
curement of Energy Saving Technologies in Europe (PROST). The study shows that
with additional investments in energy efficiency that have a pay-back time not exceed-
ing five years, annual energy saving in the public sector worth up to 12 billion euros
could be achieved in 15 EU Member States by 2020. This year, ICLEI Europe
launched a three-year project, Dissemination of Energy Efficiency Measures in the
Public Buildings Sector (DEEP).

Forthcoming challenges

» The biggest concern for public agencies in the promotion of green procurement is the
extra cost incurred by purchasing sustainable products, since they need to pursue
“best value for money”. Striking a balance between conventional tender policies and
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environmental criteria is difficult, whilst support from taxpayers is critical to justify the
initiatives.
o The definitions of sustainable products as well as eco-labels are very diverse depend-

ing on country, sector, company, product and certification body. The lack of a unified
approach has made it difficult for public agencies to adopt good practices.

» Adding environmental criteria into the public procurement process may create disad-
vantages or barriers for small and medium sized enterprises (SMEs) and producers in
developing countries. Technology transfer and other support should be the key to pro-
moting energy-efficient products and services among these groups.

e The criteria and practices of green procurement do not always include energy effi-
ciency aspects for all types of products and services. Public procurement tends to look
atindividual products and services and has yet to be applied in an integrated manner
for bigger projects such as the energy-efficient design of buildings and houses.

e For the product categories in which energy efficiency is applied less, public agencies
need to co-ordinate their measures to incentivise R&D and procurement policies.

Some questions for discussions

e How can energy efficiency be integrated into public procurement? Should all the pur-
chasing criteria include energy efficiency aspects?

e How can energy-efficient building/housing design be promoted in the context of green
procurement?

e Isitpossible to develop EU-wide or international common energy efficiency criteria
applicable to procurement policies?

e What influence does public procurement have on the private sector’s purchasing be-
haviours and R&D? How best can the synergies between the public and private sec-
tors be created to expand the markets of energy-efficient products and services? How
best can SMEs and developing countries be supported to initiate green procurement?
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