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Saving at least 1% more 
energy each year 

 
 
 

 
 
 

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
The Commission proposed on 10 December a new Directive on energy efficiency and energy services in the Union. 
Its objective is to save an additional fixed amount of energy every year equal to at least 1% of previous consumption 
in each Member State, leading in 2012 to an annual improvement in energy efficiency of around 6%.  
 

Untapped energy efficiency potentials in the Union  
 
It is estimated today that energy consumption in the Union is 
approximately 20% higher than can be justified on economic 
grounds. There is thus a very large economic potential of 
unrealised energy savings. National case studies show that 
typical energy performance projects often have a cost-effective 
potential savings of 15-35%.  
 
Without reducing comfort or standards of living, it is therefore 
possible to reduce energy consumption by at least one fifth at no 
extra cost and in many cases with considerable profit. The saved 
energy is indeed in most cases sufficiently valuable to repay the 
cost of the investment in a reasonable length of time and to cover 
interest charges.  
 
 

The emerging energy efficiency market 
 
A large part of this energy savings potential can be effectively realised through energy services and other 
energy end-use efficiency measures. There is a market for these services and measures which is 
estimated to be worth 5 to 10 billion € per year. This market is characterised by highly labour intensive 
investments leading to substantially increased employment, for example when large retrofitting projects are 
carried out in the buildings sector.  
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A few figures 
 
Untapped energy savings in the 
Union, correspond today to over 200 
million tonnes of oil a year.  
 
The average cost of saving a unit of 
electricity in the domestic sector is 
around. 2.6 € cents. The average off 
peak price for delivered electricity is 
around 3.9 € cent/kWh. 
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Current obstacles to the more efficient use of energy  
 
Using less energy makes economic sense. A market for services and measures designed to help us save 
that energy also makes economic sense. So why are we still consuming this unnecessary extra energy? 
 
A set of obstacles is preventing us or discouraging us from using energy more efficiently, which can be 
grouped under the following reasons: 
 
A lack of information and structures. There is no harmonised and credible framework of instruments, 
mechanisms, definitions and information regarding energy efficiency and energy efficiency measures. As a 
consequence: 
- the knowledge on the cost-effectiveness, returns and risks of investments in energy efficiency is poor; 
- the visibility of the savings potentials is mediocre; 
- the investor-user dilemma reigns. Owners of residential buildings and offices try to minimise investment 
costs in efficient energy technology since energy costs will not be paid by them but by their tenants or 
users. 
 
A lack of financing. Finances available for energy-efficient technologies have proven limited:  
- households and SMEs have difficulties in financing efficiency measures because of high transaction costs 
and a relatively limited access to the capital market; 
- the payback gap between consumers and energy supply companies works to the detriment of energy 
efficiency investments. The required rate of return for end-use consumers for investments in energy 
efficiency is indeed much higher than that of energy supply companies, which are able to build new power 
plants with relatively low internal rates of return; 
- volatile energy prices act as disincentives for investments in energy efficiency as payback times are made 
uncertain. 
 
Institutional and legal barriers to enhance energy efficiency include: 
- the traditional system for calculating and contracting the fees for suppliers of energy end-use 
technologies, as well as for installation engineers, builders and architects. Fees are usually proportional to 
the total investment cost and have little to do with energy performance;  
- the separation of public sector budgets for energy-using technology and for maintaining and operating this 
technology makes it difficult to develop incentives for public sector managers to invest in energy-efficient 
technology. 
 
The combination of these factors explains why the energy services and energy efficiency measures market 
is still fragmented and underdeveloped today. 
 
 

How energy services can help using energy more efficiently 
 
 
Energy services to the end user combine the provision of energy 
with that of an energy technology. The price of the energy 
service integrates payment for the energy used and for the 
technology involved. Price competition in this sector thus leads to 
a reduction of the energy consumed. Market forces thus assume 
an important role in improving energy efficiency when energy 
services are provided. 
 
The illumination of a building for example, may be done through a package of services including lighting 
equipment, maintenance and electricity. The package usually provides a predetermined level and quality of 
illumination billed on the basis of €/m² per year. The integration of energy supply into the energy service 
ensures that competitors need to include end-use energy efficiency improvements in the package to 
minimise costs without reducing the quality of the service. 
 
 

Examples of energy services 
 
Indoor thermal comfort, lighting comfort, 
domestic hot water, transportation, 
product manufacturing.  
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The objectives of the new proposed Directive  
 
The prime objective of the Commission’s proposal is to 
enhance the efficient use of energy in the Union.  
 
The main mechanism to achieve this objective will be to 
improve the functioning of the Union’s internal energy 
market by removing barriers hampering the development of 
a well functioning, commercially viable and competitive 
market for cost-effective energy efficiency measures on the 
end-use side.  
 
Initially some degree of market subsidy and a certain level 
of government programmes may be necessary. In time this 
should give way to the provision of energy services and 
energy efficiency programmes and measures on purely 
commercial grounds.  
 
 

The Commission’s proposal 
 
 
 
 
 

The Commission proposes that Member States be obliged to respect two energy efficiency targets and 
an obligation to offer energy services for the period 2006 to 2012. 
 
− An overall energy savings target of 1% a year. 

Member States would have to save each year 1% more 
compared with the average amount of energy distributed 
and sold to the final consumers the previous five years. 
By 2012, this would lead to an annual reduction of 
around 6% compared with 2006.  

− A demand-side public sector target. The public sector 
in each Member State should set a good example. 
Member States should thus ensure that the annual 
improvement of total energy efficiency in the public 
sector, mainly through public procurement of energy 
services and efficiency measures, leads to 1.5% energy 
savings. 

− On the supply-side of the market for energy 
efficiency, the sales of energy services should be 
actively promoted. Member States shall ensure that 
retail suppliers or distributors of energy offer energy 
services to their customers or provide them with energy 
audits. 

 
Member States will be able to count the verifiable savings of earlier measures in reaching 
targets. Member States may reach their 1 percent annual target by establishing new or by using 
already existing energy efficiency, services, programmes and measures.. Savings will be calculated as 
the sum of the measured or estimated reductions in final energy consumption attributable to these 
services, programmes and measures1. 
 
 

                                                 
1 Electricity, because of its high energy quality, will be valued at 2.5 times other energy forms. This reflects the EU average transformation efficiency 

(40%). This means saving a kWh of electricity is worth more than saving the equivalent amount of gas, etc. at the final point of consumption.  

The distinction between energy end-use 
services and measures 

 
- energy services, for the purpose of this 
proposal for a Directive, shall only refer to 
integrated energy end-use efficiency services 
which include energy efficient technology and 
the energy to run it when they are delivered 
- energy efficiency measures, such as 
efficient lighting sources, control systems, 
energy audits, informative billing or boiler 
replacements do not include energy. They are 
still very important in developing the market for 

  Savings will have to be 
registered… 

 
for final customers within  the 
following sectors: 
households, agriculture, commercial 
and public sectors, transport 
(excluding air and maritime transport
means, for measurement reasons) 
and industry (excluding most energy-
intensive industries, already covered 
by other pieces of legislation). 
 
for the use of the following 
energy types: 
electricity, natural gas, district 
heating and cooling, heating fuel, 
coal and lignite, forestry and 
agricultural energy products and 
waste and transport fuels.  

  The distinction between energy services
and measures 

 
- energy services, for the purpose of this 
proposal for a Directive, shall refer to services 
that include energy-efficient end-use  
technologies and the energy to run them when 
the services aredelivered; 
 
- energy efficiency measures include all 
actions and technology  such as efficient 
lighting sources, control systems, energy audits, 
and programmes and mechanisms. These do 
not need to include energy. They are still very 
important in developing the market for energy 
services and energy efficiency.  
 

          Two compulsory energy efficiency targets and a promising market  1. 



 

4  

     M E M O   
 
 
Energy taxes and energy saving information campaigns can be taken into account provided their 
impacts are measurable and verifiable. It will be up to each Member State to decide which sectors 
should be addressed and how much each sector should contribute in reaching the national target, 
although all eligible customers should be offered some form of energy service or energy efficiency 
programme or measures. Member States will report regularly on their success in meeting the savings 
targets and the energy services obligation.  
 
 
 
 
 
 
To help Member States achieve these targets and make sure that progress can be monitored, the 
draft Directive sets up a harmonised framework through common definitions, tools and methodology. 
Member States are thus also called upon to: 

− Close the information gap by ensuring that end-users are provided with 
competitively priced individual metering and informative and adequately frequent 
billing that reflects the consumer’s true energy consumption and its actual time of use. 
Consumers should thereby be provided with the information needed for them to 
regulate and steer their own consumption.  

− Establish national energy efficiency programmes to promote and facilitate the 
provision of energy services and efficiency measures such as energy auditing, 
financial instruments, the development of energy service companies, etc.  

− Encourage the supply of energy services and measures  
 
Member States need to set up a system for the qualification, certification or 
accreditation of energy service providers. These certificates should be recognised 
throughout the Union. 
 
Member States shall remove barriers and provide credible information, mechanisms, 
tools and incentives, for energy retail suppliers and distributors as well as all other 
potential suppliers of energy services to offer energy services and energy efficiency 
measures.  
 
Member States shall require national regulators for electricity and gas to introduce 
innovative tariffs, cost recovery regulations, revenues caps and similar instruments to 
promote energy services, measures and programmes and to remove incentives to 
increase volume per customer.  
 

− Facilitate access to financing by: 
 

Amending or removing legislation that restricts the use of financial instruments for 
energy savings. 
 
Establish publicly overseen financing possibilities for energy end-use efficiency, 
especially for investments with comparatively long payback requirements or high 
transaction costs.  

 
− Appoint a new or existing body to oversee, monitor and verify the savings 

obligations and the energy services obligation. 
 

Setting up a harmonised framework for energy efficiency measures and 
services 

2. 
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Examples of energy efficiency measures taken in Member 
States  
 
In Italy, tariff structures set forth by the regulators for electricity promote energy end-use efficiency. Total 
revenues coming from certain customer classes are no longer 100% proportional to energy units sold, but 
partially dependent on the number of customers. Costs of energy efficiency programmes incurred by 
utilities may also be recovered through a small increase in the tariff.  
 
In Sweden electricity distribution tariffs are evaluated with the help of a model that takes into account the 
length of the grid, the value of the installations, and the need for new investment.  
 
Distribution companies in Denmark are obliged to grant energy counselling free of charge to all customers, 
including households. This includes free energy efficiency audits, programmes promoting fluorescent lamps 
and rebate programmes for selected technologies. Distribution companies are allowed to collect the costs 
for these activities via the tariff. For the year 2001, the savings created by directly measurable energy 
efficiency measures of the electricity grid companies were equal to 0.5% of total consumption. Energy 
companies` investments are about 1% of the price per kWh net of taxes. For the customers the average 
payback time is 4 years and the net value in the savings lifetime is approximately 32 million €.  
 
In the Netherlands between 1991-97 around 600 million € have been spent on energy efficiency 
programmes and measures through rebates for high frequency lighting ballasts, variable speed drives, 
compact fluorescent lamps, Class A refrigerators, and condensing boilers These programmes were based 
on negotiated agreements and funds created by a charge on energy of ca 1.4 euro cents/kWh. 
 
In Germany, 80 utilities, under an agreement with support from the state government of North Rhine-
Westphalia increased the number of compact fluorescent lamps in use in the domestic sector by 1.4 
million, saving 550 GWh at costs of 1.6 euro cents/kWh saved. Germany has also adopted a new act on 
energy savings, which clearly addresses the demand side. This new regulation aims to reduce CO2 
emissions by 10 million tonnes by 2005. Energy efficiency in new buildings will be increased by 30 % 
compared to the present standard. 
 
The UK has a programme called The Energy Efficiency Commitment (EEC), which currently has a target of 
62 TWh savings during a period of three years. The EEC is a legal obligation on gas and electricity 
suppliers to reach an energy saving target. It is up to suppliers to decide how they meet the cost of 
delivering their EEC target. The current design of the EEC is to try and get suppliers to integrate energy 
efficiency into their businesses. 
 
Luxembourg has set up a bonus scheme for the rational use of energy and renewable energies. Bonuses 
are paid for investments in all types of residential buildings.  
 

MEMO is prepared by the Information and Communication Unit of DG Energy and Transport. Don't hesitate to 
contact us for further  information (tel +32 2 2968 042) 
Our website address is as follows : http://europa.eu.int/comm/dgs/energy_transport/index_fr.html 
Subscribe to DIGEST, our electronic newsletter "Energy and Transport in Europe Digest " at 
http://europa.eu.int/comm/energy_transport/mm_dg/index_en.html  


