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1. At their third session held in Decenber 1994, the Ad Hoc G oup of Experts
on Energy Efficiency Standards and Label s recomrended that a conprehensive
report on energy efficiency standards and | abels be prepared with data on
product technol ogy performances, narket evol ution, patterns of use, energy
suppl y managenent, manufacturing capacities, standards and existing
certification (ENERGY/ WP. 4/ AC. 2/ 2). The Ad Hoc G oup of Experts called for
cooperation with the European Conm ssion which | aunched the SACHA Proj ect

in February 1995. Progress was reviewed during the fourth session of the

Ad Hoc Group of Experts held in May 1996 in Rone (ENERGY/ WP. 4/ AC. 2/4). The

1/ This summary and the final report of the SACHA Project were
prepared by ISIS, Istituto di Studi per |'Informatica e | Sistem, Via
Fl am nia 21, 00196 Rome, Italy, Tel. (39 6) 321 2655, E-mail: |SIS@LCLINKIT

2/ European Comm ssion Directorate General XVII ENERGY, Speci al
Action Progranme for Vigorous Energy Efficiency (SAVE) Project State of the
Art of Cooling Househol d Appliances Standards Market and Technol ogy in Central
and Eastern European Countries for Energy Efficiency Programres |nplenentation
in ECE Menber States (SACHA) devel oped within the framework of the UNECE
Energy Efficiency 2000 Project.
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results of the SACHA project were presented to the first Internati ona
Conference on Energy Efficiency in Household Appliances held in Florence
(Italy) on 10-12 Novenber 1997 sponsored by the EC SAVE Programre.

2. The present paper is a suimmary of the final report of the SACHA project
which is to be published by the United Nations. It provides information in al
the categories for the conprehensive study in the cooling househol d appliances
sector for the countries covered in the SACHA project Belarus, Bulgaria,
Hungary and Wkraine. The intention of the SACHA proj ect has been to increase
current know edge of circunstances in the counties studied and identify
possi bl e scenarios for the inproverent of energy efficiency and therefore of
envi ronnent al condi tions.

3. The project was lead by the Italian firmISIS (Istituto di Studi per
["Informatica e | Sistem) in collaboration with the Italian National Agency
for Energy, New Technol ogy and Environnent ENEA, the Italian Donestic
Appl i ances Association ANIE and the German market research firm &G K The
counterparts in the economes in transition were the Energy Efficiency
Commttee in Belarus; the Bulgarian Foundation for Energy Efficiency
(EnEffect) in Bulgaria; the Energy Information Agency in Hungary, and the
Institute for Energy Saving Problens in Wkraine.

PRQIECT | MPLEMENTATI ON AND OQUTPUTS ACHI EVED
MARKET STRUCTURE

4. Oiginal data and information to portray the market structure were
collected directly in the field, and conpl enented with market data previously
avai | abl e. Anmong the nost significant descriptors is indeed the so-called
apparent market, calculated as “national production + inport - export”. This,
in fact, corresponds to the nunber of units available for purchasing on the
national markets. For exanple, tables hereafter illustrate the historica

evol ution over the past 15 years, as well as average selling prices for type
of appliance, classified along the EU categories. The representation of the
mar ket structure is further conpleted by the description of the distribution
and sal es mechani sns, through the identification of the dom nant nodel s and
di stribution channels, and the density and diversification of the sales
net wor ks .



ENERGY/ WP. 4/ AC. 2/ 1998/ 1
page 3

Table 1. Apparent Market and Appliances Price in Belarus in 1995

EU appl 1 ance Manut act ur ed Aver. selling Second hand
cat egory appl i ances price for new appl i ances
(nunber) (units) products (US $) (units)

01
02
03
04
05 30, 000 265
06
07 123,200 344
03 31,300 314
09
10
TOTAL 184,500

Table 2. Apparent Market and Appliances Price in Bulgaria in 1995

EU appl I ance Manut act ur ed Aver. selling Second hand
cat egory appl i ances price for new appl i ances
(nunber) (units) products (US $) (units)

01
02
03
04 9,375 (*)
05
06
07 387
03 .
5 4,308 (*) 340
10
TOTAL

350

Table 3: Apparent Market and Appliances Price in Hungary in 1995

EU appl I ance Manut act ur ed Aver. selling Second hand
cat egory appl i ances price for new appl i ances
(nunber) (units) products (US $) (units)

01 3, 000 175
02 - - - -
03 11,000 235
04 1, 000 210
05 40, 000 226
06 40, 000 247
07 70, 000 3382
03 33, 300 300
09 48, 000 260
10 2,000 792
TOTAL 248,300
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Table 4 Apparent Market and Appliances Price in Wkraine in 1995

EU appl I ance Manut act ur ed Aver. selling Second hand
cat egory appl i ances price for new appl i ances
(nunber) (units) products (US $) (units)

0T ™)
02 - -
03 (*)
04 8, 850 150
05 54,050 165
06 371,500 250
07 15,000 230
08 /1, 000 300
09 (*)
10 &)
TOTAL 537, 500

LEGAL AND REGULATORY FRAMEWORK

5. The state of the art of |laws and regul ati ons was then anal ysed, based on
information collected in each country through an ad hoc format, so as to
apprai se both the nature and contents of standards and nornms currently in
force in the four countries, as well as the organization and functiona
structure operating in each national context for the enforcenent of the
latter, including the identification of standardization bodies, nationa
programres and certification | aboratories.

CONSUMERS' HABI TS AND PURCHASE BEHAVI OUR

6. An extensive survey was conducted in the field: no | ess than 1000
househol ds were interviewed in each national narket, providing an original,
wi del y docunented picture of the currently installed stocks, as well as of
consuners’ behavi our and habits. Exanples of the data thus gathered and the
out put el aborated therefromare shown in the figures presented hereafter,
illustrating and conparing the installed stock of the nost common appliances
and the corresponding | evel s of ownership. Stocks are described and broken
down along a variety of paraneters, e.g. origin, nodel, and age. A detailed
analysis is carried out on the distribution of the stock according to the
gross volune of refrigerators and freezers.

In Bel arus the ownership level, in the households and by 1,000 people, is:

Table 5: Cooling househol d appliances ownership | evel in Belarus

Refrigerators + Freezers 1985 1990 1993 1994
% of equi pped househol ds 85 85 /8 /6
(by 1,000 people) 266 266 244 236
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The ownership | evel, constant between 1985 and 1990, decreased of about 9%in
the years between 1990 and 1994, from 85%to 76% of the househol ds.

In Bulgaria the ownership | evel is:

Tabl e 6: Cooling househol d appl i ances ownership level in Bulgaria

Appl I ances 1985 1989 1990 1991 1995
Refrigerators 94 96 97 96 93
Freezers n. a. n. a. n. a. n. a. 23

I'n Hungary, in 1995, about 98% of households own refrigerator or a
refrigerator/freezer, while about 62% own a freezer.

In Wkraine the ownership |evel of refrigerators and freezers is:

Table 7. Cooling househol d appliances ownership | evel in Wkraine

Appl I ances 1993 1994 1996

Refrigerators 71 6/ 83.9

Freezers n. a. n. a. 4.6
n.a. = not avail able

A conparison of the 1995 val ues for ECE Countries gives the follow ng results:

Tabl e 8: Cool i ng househol d appl i ances ownership level in ECE Countries
; Bel ar us Bul gari a Hungary kr al ne
Appl i ances (1994) (1995) (1995) (1996)
Refrigerators 76 93 98 84
Freezers -- 23 62 S

MARKET SHARES

7. The narket shares of the | eading brands in each country were assessed
and a ranking of the top 10 nodels for each national narket was established. A
detailed anal ysis of the technical features of the stock was then carried out,
taking into account the star rating and its distribution according to the age
of appliances, but also such features as insulation type, defrosting system
nunber of doors and thernostats, as well as positioning aspects (share of
built-in, position of freezer conpartments). This allowed in particular to
draw a full outline of the characteristics of nodels considered to be
representative for each exam ned country. Sanple outputs are presented in
figures 1 to 5.
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TECHNI CAL CHARACTERI STI CS OF THE | NSTALLED STOCK

8. A detail ed description was carried out of the appliances avail able on the
exam ned national nmarkets fromthe point of view of their technica
characteristics and performances. The information used to this end was

gat hered and organi zed by nmeans of an ad hoc format, documented in cl ose
cooperation with the national institutions involved in SACHA

9. The basis for this description is the classification of the nodels sold
in 1995 in each country, by geographic origin and by category of the EU
Directive 94/2. Al nmjor technical characteristics of Cooling Household
Appl i ances (CHA) and their occurrence and distribution in the nodels sold in
1995 were then anal ysed. In particular, gross volume distribution by category
was assessed and conpared according to star rating and origin of production;
refrigerating and insulating fluids were examned in the context of the CFC
phase-out and ot her significant environment oriented international agreenents,
their distribution highlighted according to country of origin; volunme ratio
(i.e. External/Total Net) was eval uated as a neasure of insulation thickness;
distribution along climatic cl asses was conputed; the incidence of no-frost
devi ces was highlighted, and that of other positioning and design
characteristics.

10. Final ly, energy consunption was estimated for each national market in
terns of the average val ue for sold nodels, and for each of the 10 categories.
Bot h non-wei ghted and wei ghted (wi th market shares) averages were established
Sanpl e outputs are presented in figures 6 to 10.

CONCLUSI ONS AND RECOMVENDATI ONS
THE POTENTI AL | MPACT OF THE APPLI CATI ON OF EU DI RECTI VES

11. A first set of significant conclusions on the situation of the current
ECE stocks when anal ysed through the lens of the EU Drectives could then be
drawn, with particular regard to Directive 94/2 on energy |l abelling and
Directive 96/57 on energy efficiency limts. A (theoretical) classification of
the existing appliances into the A G classes (94/2) was established to this
effect, and subsequently with respect to the consunption limts set for each
of the 10 categories (96/57). The conclusions anmount to a hypothetical Pass-
or-Fail verdict for each appliance, should the EU Directives be applied here
and now to the exam ned ECE countries.

PCSSI BLE OPTI ONS FOR | NTERVENTI ON
12. The weal th of informati on and data gathered and el aborated in the course

of the project inplenentation also allowed the formul ation of possible
scenarios to describe and anal yse the future evolution of the CHA sector in
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the four ECE countries. Particular enphasis was put on the identification of
recommrended pat hs which could be foll owed and i npl enmented by the nationa
authorities, through the establishnment and the enforcenent of appropriate

m xes of interventions, with standards and | abels playing a promnent role.
Four nmain categories of tools were considered to be available to the invol ved
authorities who intend to steer the sector towards increased energy and

envi ronnent al performances. Both mandatory and non-nmandatory tool s and
programres were obviously identified, classified and anal ysed:

e Consuner awareness options include standards, |abels and adverti sing;

e product energy efficiency can be increased thanks to mandatory limts set
by law, but al so through agreenents negoti ated between nanufacturers and
authorities, or based on the effects of unilateral conmtments of industry;

e consuner incentives can be drawn froma varied range of possible options,
i nvol ving product prices, energy prices, fiscal and financial incentives,
awar ds;

« finally, supply agreements nmay be targeted to yield structural changes in
the nmarket as a whol e.

For each such typol ogy, advantages and di sadvant ages were hi ghlighted, thus
contributing to a prelimnary identification of the criteria to be used for
the selection of the nost appropriate nix of nmeasures, to be defined according
to the specificity of each socio-econonic context.

COUNTRY SCENARI OS
BELARUS

Short Profile

13. Bel arus or Wiite Russia is a republic that becane soverei gn when the
Sovi et Union broke up. It lies between the Russian Federation and Pol and; the
capital (Mnsk) is approximately half way between Mbscow and Wrsaw.

Popul ation is ten mllion.

14, From the econom ¢ point of view, Belarus is trying to enter a mnarket
econony but the inheritance of a planned econony left by the USSR is stil
very strong. The country still adopts this econony for many production

aspects. The econony shows signs of great sluggishness if not of a real slunp.

15. Fromthe point of view of electricity, the country has many probl ens;
production is al nost exclusively thernoel ectricity. For the household
appl i ances under exam nation, in the context of the planned econony of the
USSR, Bel arus had a central role to play in the devel opnent and production of
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cool i ng househol d appliances for the entire union. These days the narket is
conditioned by the strong presence of |ocal producer ATLANT.

Current Qutl ook

16. Bel arus has the nost unusual features anong the countries bei ng exan ned,
features typical of a young country that feels the strong inheritance of the

pl anned econony. In detail

e inthe refrigerator industry the market is virtually a nmonopoly with a
single producer that represents sonme 98% of the nmarket and which is al so
the national conpressors nanufacturer;

e the consuner has very little choice: the eight main nodels produced |locally
represent 90% of the nmarket. Furthernmore, these few nodels are not simlar
to each other and are not in conpetition with each other: for every type of
device (snall, nmedium large, with or without freezer and so on) there are
generally no nore than one or two nodel s avail abl e;

e despite the current production being at a good | evel, nost of the nodel s
installed are of old design and consequently of | ow energy efficiency;

e the dealer circuits are largely different fromthose in countries with a
mat ure mar ket econony: purchasing in |arge bl ocks by closed structures
(such as stores organi zed by conpanies for their enpl oyees), or by
suppliers of |owcost public housing that are building “turn key”
apartnents with refrigerators already installed. This does not give the
consuner the ability to choose the nodel

17. Furthermore, many of the refrigerators in use are fairly old. Around 75%
of the refrigerators installed are nore than five years old and around 50% are
at least ten years old. Onvng to both the average age of refrigerators and the
technol ogi es adopted in the last few years, it is reckoned that energy
efficiency is fairly low The need for energy saving is made even nore urgent
by Belarus’'s electricity deficit nade worse by the fact that thernoel ectric
stations are nostly of conventional conception. In addition, where the

consuner can make a choice, this is usually nmade on the basis of price since
noney is in very short supply.

18. In conclusion it is worth noticing that sales are declining heavily and
the process of replacenment has been bl ocked. The hoped-for recovery nust be
directed not towards the use of second hand products or the repair market,
that will not bring any benefit with it, but the purchase of new nodel s.

| mpact of the Various Sol utions

19. Seeing the characteristics of the economc structure of Belarus and, nore
specifically, seeing the conditions of production (good in terns of quality

and export) and the refrigerator narket (the domestic narket in recession) it
is highly unlikely that nmeasures based on fixing m nimumenergy efficiency
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threshol ds and information to the custoner will have results of any
i nport ance.

20. The setting of a mininmumenergy efficiency threshold will in fact have a
hi ghly depressive effect on the market, since it will force technol ogi ca

i nnovati on to be adopted in the production process and the cost of this would
be reflected in the price the product is sold at. An increase in list prices
woul d accentuate the forecast sluggi shness of sales even further; that would
beconme even greater, nade worse in a country where these products only account
for 3% of national consunption

21. A simlar |owlevel of success would be achieved with the introduction of
instruments based on information to the consuner: on one hand, the |ack of
conpeting nmodel s does not give the consuner terns of conparison or choice; on
the ot her hand, the preval ence of the price factor in the choi ces reduces the
extent of the consuners’ responsible invol venent.

22. Furthernmore, instrunments based on the mnimumlevels of efficiency and on
information to the consumer need a system of narket control based on

i nspecti on and checks for these nmeasures to be effective and to ensure that
they have a high profile. Against the background of Bel arus’s sluggi sh

econony, the purchase of nodern concept products such as those produced

locally nust be stimulated rather than the resort to the second-hand narket
currently bei ng made

Proposal s for Future Action

23. Measures pinpointed are largely of two types: financial incentives for
the purchase of new products so as to speed up the replacenent of the nore
obsol ete nodel s and a pronotion of organi zed purchasing that involves higher
specific techniques. Incentives given the scarcity of national resources could
be part of international aid to Belarus programmes, for exanple progranmes
like the upgrading of electrical power plants. In detail

e in the short term: introduction of generalized but concrete incentives to
the consuners (a mnimumdi scount of 15 - 20%on the purchase price or |ow
constitution tax are possible) if possible as part of an international aid
programre. This woul d encourage a rapid replacenment of very old and
inefficient nodels with recently produced nodels that are usually nore
efficient because they are new, with a benefit even if technol ogi ca
i nprovenents have not been nmade to the refrigerators currently offered for
sal e;

e« inthe short term: it is also worth considering tax breaks, if possible as
part of an international aid programme, offered to purchase nore efficient
equi pnent; self-certification or an energy consunption certificate will be
required and will be checked;
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e« inthe mdterm: further, energy saving can be obtai ned by pronoting the
adopti on of comron purchasi ng specifications (supply agreements) by the
large sales points in the sector. This requires a mninmmenergy efficiency
threshold for refrigerators and freezers; a high percentage of sales in
Bel arus are in this type of shops;

e additional neasures : to inprove the results of these actions, an
advertising canpaign to make consumers aware of the opportunity offered by
the incentives, would be a good idea.

BULGARI A

Short Profile

24, Bul garia (Bulgarija) has been a sovereign state for over a century. It is
| ocat ed between Romani a, Yugosl avia, G eece and European Turkey. It borders on
the Black Sea. The capital is Sofia. It has some nine mllion inhabitants.

From the econom ¢ point of view, the country is quickly entering a narket
econony but is still influenced heavily by the planned econony t hat
characterized the country between 1945 and 1990. As for electricity, the
country is in deficit; there are a | arge nunber of hydroelectric plants (6%
and nucl ear plants (41%.

25. For cooling househol d appliances, the nmarket is characterized by inports
particularly fromltaly and by a | arge nunber of goods from Eastern Europe; it
shoul d be noted that North Africa has an albeit snall share of the market.
MRAZ is the national nmanufacturer.

Current Qutl ook

26. Bulgaria is in a lively, though recently initiated, transition phase from
a pl anned econony to market econony. This obviously applies to the

refrigerator sector as well. The production of the major conpany, MRAZ, is

still largely traditional in concept and consuners prefer inported articles
Thus, refrigerators already installed can be divided into two | arge

categories: those purchased over the | ast decade are al nost excl usively nmade

in Bulgaria while those purchased nore recently are al nost always foreign

27. The range available is sufficiently wide: fromthe point of view of the
sal es structure organi zed forns and the nost nodern production live side by
side. Furthernore, Bulgaria is approaching the features characterizing Wstern
Europe in terns of consuner |life style and in terns of commrercial and

t echnol ogi cal standards. In detail:

e national plants are going through a very difficult stage. Their production
in a nmarket systemno |onger seens sustainable economcally, if not
subsi di zed by the Governnent:

« MAZ the main | ocal producer represents 66% of househol d appliances al ready
installed but only 7.7%of the refrigerators sold in 1995;
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e Bulgarian production is still suffering because of the |ack of nationa
conpr essor manuf act urers;

« the high nunber of inported products assures the consumer of a w de range
of different brands and nodels;

e local production is also directed towards Western standards and, at
present, Bul garian standards are comng into line with I SO standards.

28. A high nunber of refrigerators already installed (40-45% have been in
operation for over ten years. However, the nodernization process is al so
changi ng purchasi ng behavi our: many of the new products (as a rough gui de 35%
of those less than five years old) have high functional perfornance (four
stars).

I mpact of the Different Solutions

29. Bul garia s socio-economc condition is very close to that of EU countries
and the sales of refrigerators show an interesting growing trend. Neverthel ess
the nmarket econony is still young and a number of undertaki ngs that woul d

ot herwi se be applicable in countries with a nore mature narket econony coul d
have depressive effects in Bulgaria. This is the case, for exanple, in fixing
m ni mum energy efficiency limts: the technol ogi cal and productive innovation
that woul d thus be inposed, especially on national products, would cause an
increase in the sales prices, reducing nost of the growh of the last few
years and consequently the replacenent of all the equi prment installed.

Proposal s for Future Action

30. The nost effective instrunents seemto be those that enphasize
conpetitiveness between manufacturers and appeal to the consunmers’ awareness
wi thout setting up barriers. Already today the presence of EU products (sone
65% and, therefore, of products characterized by advanced quality standards
on a narket offering a suitable wi de range of alternatives is a spur to

| ocal | y-manuf actured products that are already coming into line with Western
standards. At the sane tine, the nost advanced standards nust be assuned by
non- EU manuf acturers (other countries in Eastern Europe or Northern Africa).
The main nmeasure identified is the energy | abel that must, however, be
introduced after integration with EU energy efficiency |egislation and

har moni zation with | SO standards (and correspondi ng EN standards), processes
whi ch rmust be followed by a suitable control of the market.

In detail:

e in the short term: introduction of the product energy | abel

e« inthe mediumto long term : voluntary agreenent negoti ated among producers
for mnimumenergy efficiency limts with different stages of application;

e additional intervention : a systemof inspection and check-based market
control is necessary. This systemof control could be encouraged through
international financial contributions, e.g. through EU progranmes.




ENERGY/ WP. 4/ AC. 2/ 1998/ 1
page 12

HUNGARY

Short Profile

31. Hungary (Magyarorszag) has been an autononobus country for a very |long
time. It is |ocated between Yugosl avia and Sl ovaki a, between Austria and
Romani a. The capital, Budapest, is by far the largest city. Hungary has around
10.5 mllion inhabitants. Fromthe econom c point of view, Hungary has a |ong
mar ket - econony tradition that managed to co-exist with the planned econony
during the period between 1945 and 1990. Today it is in lively expansion. For
electricity, the country has a large deficit; production is divided al nost
equal | y between thernoel ectric power plants (currently being extended) and
nucl ear power plants (being scal ed down).

In the househol d appliance sector, the market sees a strong presence of

| ocal | y produced goods by ZANUSSI - ELECTROLUX (t hrough LEHEL) and nunerous

i nports.

Current Qutl ook

32. Wil e not being part of the EU Hungary has a situation that is not so
different fromthat of a small/nediumsized EU country. There is a traditiona
wi despread sal es network: the nodels range present in the narket is reasonably
ext ended (around 200 considering refrigerators and freezers); the nain
national producer is part of an EU nultinational and, therefore, uses

t echnol ogi es, production standards and types of product that can be conpared
to those in the EU In detail

e the local ZANUSSI-LEHEL plants, owned by Swedi sh ELECTROLUX, represent nore
than 70% of the refrigerators sold in 1997

e nore than 95%of the nmarket, as a whole, (counting LEHEL products made by
an EU industrial group) consists of EU products;

e there are two | ocal conpressor producers;

e alnost 60% of the equipnent currently in use is less than ten years old and
about 38%is less than 5 years old (including many new devi ces);

e there are many brands and nany nodel s: consumers have a w de choi ce
avai l abl e to them

I npact of the Different Sol utions

33. Substantially, in Hungary the social -econom c conditions of the narket
are very close to those of a snall/nediumsized country in the EU and |ike
other simlar countries it has a strong | ocal refrigerator manufacturer well
integrated in the European system Therefore, instruments suitable for a

mar ket econony coul d be used. Refrigerator sales are follow ng an upward
trend. Neverthel ess, since Hungary has a relatively conpact consumer basin
(ten mllion inhabitants) and its market econony is not yet fully evol ved,
there do not seemto be suitable instrunents with a |arge incidence on price
| evel s.
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34. Consequent |y inposing a mninumenergy efficiency threshold woul d have an
adverse effect on the market, because of the presence of a doni nant

manuf acturer but, nore inportantly, because it would force the use of

i nnovati ve technology in the production process, whose cost would be reflected
in the price that the consunmer pays. An increase in price-list would lead to
sl uggi sh sal es, slow ng down the noderni zation of the refrigerators already
installed rather than speeding it up. Furthernore, the positive effect would

be much snaller as the refrigerators already installed are quite new and the
nodel s available are largely simlar to EU types.

Proposal s for Future Action

35. Hungary’ s approach to the European Union area will, in the short term
ensure that products sold will be nodified in line with European |egislation
regarding the energy labelling and the energy efficiency limts adopted in the
EU. The nost effective solution seens to be based on the information to the
consuner strategy and spurring conpetition between producers. In detail

e in the short term: w despread inplenmenting of the energy | abel for cooling
househol d appl i ances (which is already in force);

e in the short to mediumterm : voluntary agreenent, negotiated between
manuf acturers for mninumenergy efficiency limts with different stages of
application

e additional neasures : the bringing of Hungary in line with EU rules and
har moni sation with the 1SO standards, in any case, inplies the introduction
of a systemof market control based on inspection and checks. This system
of control, applied to the energy |abel, could be encouraged by
international financial contributions, e.g., through the EU programmes.

UKRAI NE

Short Profile

36. Wkrai ne (Wkraina) otherwi se known as Little Russia, is a republic that
becane soverei gn when the Soviet Union broke up. It is |located in the south of
Bel arus between Russia, to the east, and the central and east European
countries (especially Poland and Rormania). The capital, Kiev, lies inland
whil e another large city, Odessa, is one of the nmain ports on the Bl ack Sea.
kr ai ne boasts a popul ation of sone 52 mllion. Fromthe econom c point of
view, Wkraine is trying to enter a narket econony but the planned econony

i nheritance left behind by the Soviet Union is still very strong and in many
producti on-rel ated respects the econony is still integrated with the old
style. Economc conditions are not too bad, certainly better than those in
ot her adjacent countri es.

37. Fromthe point of view of electricity, the country is self-sufficient and
is also a fairly large exporter of energy to bordering countries; production
i s bal anced between the different sources of energy but with a | arge enphasis



ENERGY/ WP. 4/ AC. 2/ 1998/ 1
page 14

on nucl ear energy (no less than 45.3% |left behind by the USSR The Chernobyl
power station is in the North of the Wkraine. The househol d appliances narket
is heavily influenced by the presence of two | arge nati onal producers.

Current Qutl ook

38. krai ne has features that are not very different fromthe other countries
under exami nation (such as nearby Bel arus). These characteristics are typica

of a young country that feels the strong inheritance of the planned econony.
Neverthel ess, unlike the other countries in question, the Wkraine has a market
that is in reasonably good condition, a sales network that is quite w despread
and a range of products with a certain degree of variety (sonme hundred
refrigerator and freezer nodels). In detail

e inthe refrigerator sector, the nmarket is largely divided between three
national producers (NORD, DNEPR and VASI LKOV), which account as a whole for
nore than 95% of the Wkraine market. NORD in particular has 75% of the
mar ket. A considerable part of the market is absorbed by inports from
Bel arus (ATLANT) There are two | arge national conpressor manufacturers,
NCRD and ORI O\

e inports fromthe EU account for just 1.1%of the narket;

e the national lines of production are of obsol ete conception;

e Installed refrigerators, taken as a whole, are also fairly obsolete. It is
reckoned that 70% of equipment currently in use is over ten years ol d;

e the equipnent’s length of active life, its technol ogy and operation and,
finally, production |ine process technol ogies allow the assunption that the
energy efficiency of the equipnent currently in use is very |ow From
t echni cal conparisons nmade with conparabl e equipnent it can be seen that
the efficiency of the househol d appliances manufactured in Wkraine is |ower
(in one case 50% than the correspondi ng nodel s produced in the EU,

e the average price of a new locally manufactured product is at |east 30%
lower (slightly less for freezers) than prices in the other countries;

e the internal narket is sluggish

 consumer choices generally revolve around the price factor.

I npact of the Different Solutions

39. Certainly Wkraine, that has an electricity surplus typical of largely
nucl ear countries, for the nmoment does not feel a pressing need to save
energy. Nevertheless, it is a good idea to inprove energy efficiency for a
nunber of reasons including the programre of reconverting to coal or oil fired
thernoel ectric technologies (with a large increase in carbon dioxide

em ssions) for one of the main nuclear power plants in the country | ocated at
Cher nobyl

40. Thi s suggests naking every effort, even in marginal fields such as
refrigerators and freezers for donmestic use (which represent only 1.1% of
total energy consunption), to reduce electricity consunpti on and the em ssion
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of carbon dioxide. Gven the features of the economc set-up in the Wkraine
and nore specifically in the light of the production and market conditions for
refrigerators, it is highly unlikely that nmeasures based on fixi ng m ni num
energy efficiency thresholds and information to the custoner will have results
of any inportance.

41. The setting of a mininmumenergy efficiency threshold will in fact have a
hi ghly depressive effect on the market, since it will force technol ogi ca

i nnovati on to be adopted in the production process and its cost woul d be
reflected in the product price. An increase in price-list would accentuate the
forecast sluggi shness of sales even further in a country where these products
account for 3.5% of domestic consunption

42. A simlar |owlevel of success would be achieved with the introduction of
instruments based on information to the consuner: on the one hand, the still
small variety in the market (mainly for nationally manufactured nodel s)

reduces the consuner’s choice to conpare and choose between products of a
simlar type; on the other hand, the preval ence in the choices of the price
factor reduces the extent of the consuners’ responsible involvenent.

43. Furthernore, instruments based on the mninmumlevels of efficiency and on
information to the consumer need a system of narket control based on

i nspection and checks to ensure that these nmeasures are effective and that

they have a high profile. It does not exist in a systemof this type and its

i npl enentati on woul d cost tine and noney.

44, The consuner woul d not be very involved by the energy | abel because, even
today, their purchasing decisions are directed al nost exclusively by the price
factor. Moreover, the still reduced variety in the market (due to the snal

nunber of nodel s, brands and technol ogi es of fered) drastically reduces the
pronoti onal effect of the |abel for products with enhanced energy efficiency.

Proposal s for Future Action

45, Measures pinpointed are largely of two types: financial incentives for
the purchase of new products so as to speed up the replacenent of the nore
obsol ete nodel s and a programme of technol ogy transfer and know how from EU
manuf acturers to Wkrai ne manufactures. Such a programre could be part of the
international aid programmes to inprove the electricity situation of the
country and convert the Chernobyl power plant. In detail

e in the short term: introduction of generalized but concrete incentives to
the consuners (a m ni mumdi scount of 15-20% on the purchase price or |ow
constitution tax are possible) if possible as part of an international aid
programre. This woul d encourage a rapid replacement of very old (and
inefficient) models with recently produced nodels that are usually nore
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efficient because they are new, with a benefit even if technol ogical

i mprovenents have not been nade to refrigerators.
addi tional measures : to inprove the results of these actions, an
advertising canpai gn shoul d be introduced to nmake consuners aware of the
opportunity offered by the incentives.

* * *

The conpl ete publication East Wst Energy Efficiency Standards and Label s , to
be avail abl e shortly, nay be obtained from

The Sal es and Marketing Section, LPD DPI
United Nations

Pal ai s des Nati ons

CH - 1211 Geneva |0

Swi t zerl and

Tel ephone:  +41 22 917 26 06
Tel ef ax: +41 22 917 00 27
E-Mil: unpubl i @nog. ch
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