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1. During its seventh session the Steering Committee requested the Bureau to
appoi nt an expert to evaluate the project and make recommendati ons for
incorporation into the draft project plan for the third phase. The eval uation
of the project has been carried out by Hagler Bailly Consulting Ltd. with
prelimnary interviews of Steering Commttee nenbers beginning in Qctober 1996.
These initial interviews led to the formulation of a detailed questionnaire
circulated to all delegations of the Steering Conmttee. Interviews were
carried out by tel ephone and in person with current and past nenbers of the
Bureau (Chairman and Vi ce Chairmen) and sel ected del egations of the Steering
Commi ttee.

2. An analysis of the replies fromthe questionnaire, information and gui dance
fromthe interviews were used to prepare the present report on Concl usi ons and
Recommendat i ons. The questionnaire replies have been anal yzed statistically to
show what Project activities were considered to be nost inportant, which
activities have been extensively covered, nost inportant inpacts of the Project
and a rank ordering of proposals for the 1997-2000 period. The statistical

anal ysis is contained the Eval uati on Report Conpilation of Replies to the
Questionnaire (ENERGY/ WP. 4/ R 6). Qpinions expressed in this report are those of
the authors and respondents to the eval uati on survey and do not necessarily
reflect positions of the UNECE secretariat or UNECE nmenber states.

Y Prepared by M. Nels de Terra, Managing Director and M. Pascal Habay,
Principal, Hagler Bailly Consulting Ltd., 22 Crofton Road, Dun Laoghaire, Co.
Dublin, Ireland, Tel. (353-1) 284-6267, hagl erbaillydubli n@onpuserve. com
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Executive Summary

3. Inits first six years the EE 2000 Project has filled an inportant niche
not addressed by other institutions. It has | everaged its nodest resources to
achieve results that are far greater than the resources woul d indicate. The
high I evel participation that the EE 2000 Project continues to receive in the
ECE Transition Economes (ECETES) is a testinony to the positive inpacts

al ready achi eved and to the expectations held out for the next phase. Mst of
the ECETEs are beginning to experience growh, and the advent of private sector
activity. Phase 3 of EE 2000 will be focused on facilitating private sector
delivery of energy efficiency best practices and technol ogies to narkets in the
ECETEs. Based on the 21 responses received from18 participating countries, and
on meetings and interviews, the Consultants have prepared this summary report
and a conpanion report that is a Conpilation of Survey Responses.

4. The Consultants’ sunmary reconmendati ons are:

a. Reduce the high narket entry costs and risks for private sector energy
efficiency entrepreneurs. Recogni zing that the risks and returns of energy
efficiency business activities for ECEME and ECETE private conpanies are stil
not sufficient to result in the needed | evels of investment, EE 2000 shoul d:

i) Encourage ESCO Activities. Mxed public-private sector ESCOs may be
appropriate in start-up situations. EE 2000 shoul d al so devel op an ESCO

Ref erence Checklist for ECETE partners that will assist themto verify the
credential s, past experience, technical conpetence and financial soundness of
woul d-be ESCOs expressing interest in operating in the ECETE country. It is
essential that the ECETEs prevent unqualified and/or unscrupul ous operators
fromentering this field, lest private sector credibility receive a ngjor

set back.

ii) Denonstration Zone |nplenenting Agreenents. As a further aid to reduce
risks for all parties, nodel inplementing agreenents shoul d be devel oped for
new denonstrati on zones.

iii) Energy Efficiency Investor Quides. To help reduce rmarket entry and
transaction costs for ECEME conpani es wishing to | earn about naking energy
efficiency investnents in ECETEs, the exanple of the Quide to Investors in
Energy Efficiency Project in the Russian Federation (United Nations 1997)
shoul d be drawn on and enul ated in a sel ected nunber of ECETE countries where
there is sufficient donestic and outside support for the task. The Internet
Wb Site initiatives described bel ow could be linked to this work.

b. The SACHA Programme for energy efficiency standards and | abelling shoul d be
expanded to provide greater coverage.

c. Update EE 2000 Infornation D ssemnation and Trai ning Techni ques. In view
of the fact that access to the Internet Wrld Wde Wb (WWY is now w despread
t hroughout the ECE States, WWVsites should be created in all the maj or ECETE
| anguages. These “virtual energy centres” woul d provide periodically updated
information of use to all UNECE Menber Countries. The WWapproach will

i nprove the cost-effectiveness of EE 2000 information delivery, and it wll
have the capability of being updated to reflect the rapidly changing
opportunities and conditions. EE 2000 traditional use of printed media should
not be abandoned, but it shoul d receive | ess enphasis in favor of nore
efficient and nmore cost-effective methods.
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d. Professional Training. The successful training initiatives in the areas of
project feasibility study preparation and financial engineering should be
continued. The Internet should al so be used to supplenent the traditional EE
2000 training programes, by permtting nore people to be reached at a | ower
cost .

e. Joint Inplenentation (JI). The mechani sns of Joint |Inplenentation offer
the potential of attracting private sector financing from ECEME menber States
to the ECETE s energy efficiency and other environmental mitigation projects.
Recogni zi ng that the Denonstration Zone process shoul d not be burdened with
additional conplicating factors in the near term EE 2000 shoul d exam ne the
advant ages and di sadvantages of using nmature Denonstration Zones to test the
validity of a mediumtermeffort to lay a broad groundwork for JI in ECETEs.

A. Background

5. Since 1991 the Energy Efficiency 2000 Project has played an evol vi ng and
singul ar role in encouraging trade, co-operation and deploynment in the field of
energy efficient and environmental |y sound technol ogi es. The ECE Transition
Econom es (ECETEs) started the 1990s in conditions of high inflation, econonic
and denographi ¢ depression, social dislocation, institutional nalaise, absence
of domestic capital and | ack of market econony skills. Wile the severity of
these factors varied fromcountry to country, all of the ECE Transition
Econoni es shared high energy intensities, a structural insensitivity to energy
costs, outdated technology and the absence of delivery nechani sns for energy
efficiency investnents and the technologies to go with them Mny of the
Transition Econom es al so shared a wish to protect vul nerabl e donestic

manuf acturing capabilities, and thus to resist |large scale technol ogy inports.

6. The market drivers for energy efficiency activity began to emerge during
the second phase of the EE 2000 Project, with the novenent of domestic energy
prices towards world | evel s.

7. At the start of the EE 2000 Project, the operating node of the UNECE was
characterized by the search for non-politicized areas of co-operation between
East and West. The situation today has evolved in that the UNECE s goal s

i ncl ude the accel erati on of convergence between the ECE Market Econom es
(Autums) and the ECETEs that are working to institutionalize denmocracy, re-
start their econonies and conpete successfully in the gl obal econony.

8. EE 2000 occupi es a niche anong the | ending and techni cal assistance
activities of the international financing institutions, bilateral technica

assi stance programmes and the European Conmi ssion’s Phare and Taci s programres.
Froma small resource base, EE 2000 uses the unique UNECE forumto pronote a
set of activities that conpl enent the nationally focused work of the other
institutions. EE 2000, |ike the ECETEs thensel ves, nust nmake a small anount of
resources go a long way, and in this lies part of its appeal

9. The task of this evaluation was to collect the views of Menber States,
National Participating Institutions and other participants as to how effective
the Project has been, and how it can be nost effective in leveraging its
resources for the next three years.
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B. The Survey Process

10. In consultation with the Secretariat, we designed a 12 page questionnaire
enbodyi ng the eval uati on net hodol ogy. The questionnaire devoted rel atively
nore space to the needs of the ECETEs, however, as a result of tel ephone
conversations and neetings with the Bureau it was al so possible to obtain
substantive feedback fromthe Autums. Questionnaires were sent to 55

i ndi viduals. W received 21 responses from 18 countries, of which 6 were from
Autums and 15 from ECETEs. A detailed conpilation of the answers has been
prepared as a separate docunment (ENERGY/ WP4/R 6).

C. Sunmary of Conclusions fromthe Survey Responses

Near Term (oj ectives

11. The survey reveal ed the follow ng concl usi ons about objectives:

a) The six ECEME' s responding to the survey placed a high priority on trade
and co-operation in energy efficient technologies, but this ranking was not
shared by the ECETE s, who gave high priority to laying foundations for

decentralized, grassroots approaches to energy efficiency.

b) Both groups shared the view that high priority should be given to the
envi ronmental em ssion reduction inpact of energy efficiency activities.

c) The role of EE 2000 in linking ECETE s with non-EU market econoni es was
stressed by a nunber of respondents, while at the same tinme EE 2000 pl ays a
role in pronoting the convergence of energy practices between EU Menbers States
and those ECETE s that are destined for eventual EU nenbership.

d) Consider whether the AIJ systemcould bring additional funding to projects
in those countries that have ratified the Franework Convention on dinate
Change.

Strategi ¢ Approach

12. Five el enents make up the EE 2000 project:

a) exchange of infornation

b) achi eve practical and tangible results in energy efficiency denonstration
zones

¢) share and disseninate | essons and results from denonstrati on zones

d) build capacity in the scope of market establishnent (e.g., training,
institutional reform guidelines, financing nechani sns)

e) renove market barriers (e.g. capital investment source, norns, standards
and | abel | i ng)
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13. Both ECETE s and ECEME s ranked information exchange as having had the

hi ghest priority during the first six years of the programme. Printed mnedia,
conferences and wor kshops were the mai n mechani sns for infornation

di ssemnation in Phases 1 and 2. In 1997, professionals throughout the ECETE s
have access to the Wrld Wde Wb via Internet, and are accustomed to maki ng
use of it. Web sites offer flexible and very cost-effective nmeans of making
information avail able as well as providing delivery mechanisns for interactive
training. For the ECETE s the second highest priority was the one nost closely
connected to the first, nanely, sharing and di ssem nation of results.

D. Wrk Pl an

14. The inportance and the effectiveness of each of the six functional areas of
the EE 2000 project was ranked by all respondents. For ECEME s the nost
inportant elements were the pilot and denonstration projects, information
exchange and busi ness contact networking. For the ECETE s, infornation
exchange, business contacts and technol ogy information were the three nost

i nportant areas.

E. Activity Priorities for the 1997-2000 Peri od

15. The ECETEs are characterized by high technical skills and a good
under st andi ng of the technical solutions to energy efficiency problens.
However, w th nmarket economes only beginning to energe in nost of the ECETE s,
t he mar ket - based del i very nechani sns for energy efficiency are nostly | acking.
Thus, while requirenents to satisfy technical feasible criteria are well
under st ood, the el ements of business planning, financial and economc
feasibility, and negotiating with project sponsors, investors and | enders are
not w despread. In our view, this explains the top priority given by the
ECETE s to “financial engineering nechani sns” as the highest training priority
focus for Phase 3. Activities that ranked next in priority to financial

engi neering were trade pronotion, denonstration zones, and |aws and regul ati ons
to covering energy efficiency.

F. Inpacts of the Energy Efficiency 2000 Project.

16. This question was covered both in the formof a matrix and with a request
for narrative statenents. It was directed at the ECETE s rather than the
ECEME's. Therefore, although the matrix contained in the Conpilation of
Responses does not distinguish between ECETE s and ECEME's, it should be
assurmed that the answers reflect the former.

a) EE 2000 has had najor inpacts on legislation and national institutions
(Al bania, Belarus, Bulgaria, Hungary, Lithuania, Poland, Russian Federation
and Wkrai ne).

b) EE 2000-inspired denonstrati on zones in Belarus, Bulgaria, Latvia, Ronania,
Russi an Federation, Slovenia and Wkraine received high marks fromrespondents,
particul arly where UNECE has been a catalyst for bilateral (British, German
Norwegi an and United States), multilateral (UNDP/CGEF) and private initiatives,
such as in N kol aev, Wkraine).
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c) In the Russia Federation, EE 2000 co-operation resulted in the preparation
of a practical Quide for Investors in Energy Efficiency Projects in the Russian
Federation (United Nations 1997).

G Denonstration Zones

17. The Denonstrati on Zone concept is based on the assunption that it is at the
| ocal |evel where needs are best understood and where decisions critical to the
viability of projects will be taken. It is also clear that the “denonstration”
taki ng place is not of technol ogi es, because only technol ogi es that have been
fully proven in commercial operation wll be considered, but rather a
denmonstration of how energy efficiency projects are identified, analyzed,
packaged, funded and | aunched in enbryoni c narket econonmies. In the ECETE s
nost investrent is high risk. Energy efficiency is perceived of as a high
risk/lowreturn area of investnent, and denonstration zones are a nmeans of
lowering risk. Were the risks of experimentation at a national |evel are too
great, local denonstration zones becone the best method of testing
institutional mechanisns to reduce risk and extrapol ati ng success stories to
other regions and the national level at a later date. In addition, with

envi ronnental probl ens being typically local in nature, the denonstrati on zone
lends itself very well to conbined solutions to reduci ng energy waste and

envi ronnment al em ssi ons.

18. The experience to date yields the follow ng key recommendati ons for the
next phase:

a) Denonstration zone identification and authorization needs to be
accel er at ed.

b) Problens and solutions in demonstration zones nust be “typical” for the
country and not “uni que”

c) Mnitoring and dissenm nation of results nust be nore effective. The
possi bl e rol e of independent, private sector experts shoul d be exam ned.

d) There nust be a coomitrment at the level of national policy on energy
efficiency to link the experiences of the denonstration zones with the
formation of national policy, |egislation and standards.

e) Wile successful energy efficiency denmonstration zones may have benefi ci al
secondary effects (e.g. increased enpl oyment), the basic denonstration zone
goal s face enough chal | enges wi thout |oadi ng non-energy requirenents on them

f) Joint Inplementation may, in the future, develop to the point where it
coul d provide inportant financial and policy support to energy efficiency
denonstration zones, but attenpts should not be made in the near future to

i npose JI on denonstration zones. However, where FCCC signatory countries are
al ready col l aborating in a denmonstration zone, the case-specific opportunities
for JI may be exami ned for that situation
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g) Denonstration zones nust show results within one year of inplenentation
and the ECETE s shoul d establish procedures by which the positive | essons

| earned can be “scaled up” to the national |evel. Were appropriate, nationa
denonstrati on zone associ ations can facilitate exchanges of experience and zone
approval, as is the case in Russia wth RCSDEM

H  Private Sector |nvol venent

19. Up until 1997, the EE 2000 project focused on institutional capacity
building as a key condition for the establishnment of market econony-based
energy efficiency activities. Dorrestic and foreign investors have thus far
percei ved energy efficiency projects in private and seni-state enterprises in
ECETEs to be high risk/lowreturn. At the same tine, public authorities have
given high priority to projects in the state sector, particularly in the heat
and bui I di ngs sectors, where subsidies paid by | ocal governnents have been

i ncreasing as input fuel prices increase.

20. ECETEs have mininal budgetary resources to devote to energy efficiency and
are al so characterized by extrene shortages of domestic private capital. The
next phase of EE 2000 will have to increase the enphasis placed on facilitating
the entry of donmestic and foreign private project sponsors and investors. This
neans reduci ng transaction costs and project preparation tines, while refining
risk mtigation neasures such that conmercial banks will accept |ending risks
and private investors will consider equity investnents. It also suggests that
the authorities will need to becone informed and intelligent custoners for
private sector services so as to prevent unqualified and/ or unscrupul ous
operators from danagi ng a new market.

I. Information Sharing and Di ssem nation

21. In the ECEME s infornation dissemnation is often associated with the
probl em of managi ng i nformation overload. In the ECETEs there has been an

i ntense denand for information which has nmade this is a key conmponent of the EE
2000 programre. During the first years of the Project, information exchange
was largely unidirectional, i.e. dissennation of information from ECEME
countries to ECETE countries on energy efficient technol ogies and policies.
This information flow has now acquired anot her two di mensi ons

a) Between the ECETEs, in order to share practical experiences acquired in
denonstration zones and fromthose countries that are farthest along in
creating narket environnents for energy efficiency; and

b) From ECETEs to ECEMES, in order to informwestern narket actors on how to
enter the nascent energy efficiency markets in the ECETEs.

22. Acorollary to this issue is the selection of efficient nedia for

i nformation dissemnation. Up to now, the principal nedia were printed
materials and distribution through mailings and as part of targeted
conferences. In the rapidly changing conditions of the ECETEs we suggest t hat
printed nedia now risk obsol escence, and that the use of new nmedia, such as the
Internet and Wrld Wde Wb (WWY, seens appropriate.
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a) Professionals throughout the ECETEs nake use of the Internet, often
notivated in the md-1990s by the inadequaci es of donestic comrunication

i nfrastructures. The European Conm ssion (Tacis, Phare and Therme - for energy
efficiency technol ogy di ssem nation) nakes extensive use of WWsites, as do
government al agencies in nost of the ECEMEs. |EA programres such as GREENTI E
and CADDET use the Wb, and in 1997 it is increasingly being used for
interactive training programmes, e.g. by Therme. Information on Wb sites can
be updated for a fraction of the cost of printed nedia, and the nature of

I nternet search technology is such that users are bound to find the sites of
greatest use and interest.

b) Training should continue to part of EE 2000, but shoul d focus on practica
probl ens of financing EE investment and not on technical issues. Effective use
of the Internet could reduce costs and increase coverage, although cl assica
face-to-face training should still be continued.

c) Printed naterials will continue to be needed, particularly for nanual s and
synt hesi s docurments. Nevertheless, if EE 2000 succeeds in establishing one or
nore WWsites, an on-goi ng eval uation shoul d be nade as to whether a
particular publication is nore suited to printed nedia or to distribution via
WW

d) Sub-regional co-operation initiatives. Cpportunities to carry EE 2000
obj ectives forward via sub-regional activities should be pursued. An exanple is
t he Sout heast European Co-operative Initiative (SEC) now getting underway.

J. Funding

23. The EE 2000 Project depends on the staff resources of the UNECE Secretari at
and on bilateral contributions to its Trust Fund. However, the EE 2000 proj ect

has shown the capability to raise funding fromother programres with a powerfu

| everage effect. The goal here is to expand the results achieved at the nicro
level to the national scale. There are two possible directions for growh

whi ch coul d al so be conbi ned

a) to secure additional funding for the EE 2000 proj ect

b) to inprove the |leverage effect fromfundi ng agencies (e.g. by avoidi ng
duplication and inproving co-ordination)

24. Respondents to the Survey had the follow ng suggestions:

a) co-ordination with other international organizations in order to
denonstrate conpl enentarity and val ue added, e.g. other UN operationa

di visions (environnent, training); UNDP and the dobal Environment Facility
(CGEF); UNFOCC secretariat (UN Framework Convention on dinate Change); CECD | EA
(GREENTI E / CADDET); European Conm ssion; Energy Charter Treaty and Protocols

b) Use of “inplenenting agreenments” to secure funding froma set of ECEMEs for
specific projects. This nechanism used by the | EA since 1976, is a neans of
obt ai ning binding commtnents on a task-sharing basis, thus avoiding the

adnmini strative burdens of centralized, nultilateral projects. This could
increase the levels of ECEME national contributions by providing specific
opportunities that fit with the varied priorities of Governnents.
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c) ECETE use of existing energy saving funds (for denonstration zones) and

i nproved al | ocation of existing funds. Many of the ECETEs have set up or are in
the process of establishing energy efficiency funds to meet the shortage of
capital available for such projects. Cten these are capitalised in whole or in
part by outside technical assistance agencies and official |lenders. In
accordance with the lending criteria of the funds, they coul d be encouraged to
| ook to denonstration zones for viable projects.

K. Consul tants’ Recomrendations for Phase 3 Core Activities

25. After conpleting the survey and anal ysis the consultants nake the foll ow ng
recommendat i ons:

a) Reduce the high narket entry costs and risks for private sector energy
efficiency entrepreneurs. Recogni zing that the risks and returns of energy
efficiency business activities for ECEME and ECETE private conpanies are stil
not sufficient to result in the needed | evels of investment, EE 2000 shoul d:

i) Encourage ESCO Activities. Mxed public-private sector ESCOs may be
appropriate in start-up situations. Since all participants in this new market
need the assurance that partners are sound, well-backed and have integrity, EE
2000 shoul d devel op an ESCO Reference Checklist for ECETE partners that will
assist themto verify the credentials, past experience, technical conpetence
and financi al soundness of woul d-be ESCOs expressing interest in operating in
the ECETE country. It is essential that the ECETEs prevent unqualified and/or
unscrupul ous operators fromentering this field, lest private sector
credibility receive a major setback

ii) Denonstration Zone |nplenenting Agreenents. As a further aid to reduce
risks for all parties, nodel inplementing agreenents shoul d be devel oped for
new denonstrati on zones. These may build on the |EA' s twenty years of
experience in using nmulti-party inplenmenting agreenents for task-sharing
proj ects.

iii) Energy Efficiency Investor Quides. To help reduce rmarket entry and
transaction costs for ECEME conpani es wishing to | earn about naking energy
efficiency investnents in ECETEs, the exanple of the Russia Quide (1996) should
be drawn on and ermul ated in a sel ected nunber of ECETE countries where there is
sufficient domestic and outside support for the task. The Internet Wb Site
initiatives described bel ow could be linked to this work.

b) The SACHA Programme for energy efficiency standards and | abelling shoul d be
expanded to provide greater coverage.

¢) Update EE 2000 Infornmation D ssemnation and Trai ning Techni ques. Printed
nedi a are becom ng | ess useful given the rapid changing conditions in the

ECETEs. |In addition, the “search engines” in use throughout the world,
including in the ECETEs nmake sure that persons interested in specific topics
will find the needed information wherever it exists in the world. In view of

the fact that access to the Internet World Wde Wb (WYY is now wi despread

t hroughout the ECE States, WWVsites should be created in all the maj or ECETE
| anguages. These woul d provi de periodically updated infornation of use to all
UNECE Menber Countries. The WWV approach will inprove the cost-effectiveness
of EE 2000 information delivery, and it will have the capability of being
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updated to reflect the rapidly changi ng opportunities and conditions. EE 2000
traditional use of printed nedia shoul d not be abandoned, but it shoul d receive
| ess enphasis in favor of nore efficient and nore cost-effective nethods.

d) Professional Training. The successful training initiatives in the areas of
project feasibility study preparation and financial engineering should be
continued. The Internet should al so be used to supplenent the traditional EE
2000 training programes, by permtting nore people to be reached at a | ower
cost .

e) Joint Inplenentation (JI). The nechanisns of Joint |nplenmentation offer
the potential of attracting private sector financing from ECEME menber States
to the ECETE s energy efficiency and other environmental mitigation projects.
Recogni zi ng that the Denonstration Zone process shoul d not be burdened with
additional conplicating factors in the near term EE 2000 should exam ne the
advant ages and di sadvant ages of using mature Denonstration Zones to test the
validity of a mediumtermeffort to lay a broad groundwork for Joint

| mpl enent ation i n ECETEs.




