


ELECTRA sets out
concrete proposals
for the use of energy-
intelligent technolo-
gies in Europe.
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B.6 Initiatives of ZVEI

ELECTRA

ELECTRA is ZVEDs European agenda for fostering growth, innova-
tion and competitiveness in the electrical and electronic industry. It was
jointly drawn up by the industry and the European Commission. In June
2008, they presented their “20 solutions for growth and investment to
2020 and beyond”. The policy recommendations cover three areas:

e Energy efficiency and CO, reduction as drivers of innovation,
concentrating on the technologies and innovations produced by the
industry that contribute to energy efficiency;

e How to generate more growth in key European electrical engineer-
ing sectors by building high-tech infrastructures across Europe: this
includes a review of the potential future lead customer markets for
the industry;

e The internal and export markets of the industry, looking at the chal-
lenges in the area of the framework conditions in the EU, as well as
in the area of regulation and standards on the internal market and on
export markets and policy.

ELECTRA shows that the largest area of profit-
able CO,-reduction potential is found in build-
ings (commercial, industrial, residential), industry,
transport and energy generation, transmission and
distribution. Policy recommendations are targeted
at both member states and the EU:

e The EU should refocus its policies more on developing growth and
jobs through its programme for CO, reduction, including develop-
ing incentive schemes and policies other than the Emission Trading
Schemes (ETS) to mobilise economically attractive investment poten-
tial in the defined sectors;

e To foster the perception that energy efficiency must be tackled
everywhere, a massive information and education campaign aiming
at raising the general awareness of all actors — architects, contractors,
and the general public — must be launched;

e Regulation must continue to support energy efficiency: in buildings
and homes, to include the active energy part, and in products and
systems by progressively introducing appropriate minimum energy
efficiency requirements which evolve over time.
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ELECTRA is the most recent of the European Commission’s sectoral
policy dialogues with industry based upon its 2005 Communication “Im-
plementing the Community Lisbon Programme: A policy framework to
strengthen EU manufacturing — towards a more integrated approach for
industrial policy”.

The full ELECTRA Report with all 20 recommendations can be found at:
http://www.europa.eu/enterprise/electr_equipment/electra.htm
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C The Framework for the
Intelligent Use of Energy:
Market and Legislation
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Without government
intervention, the
market mechanism
is unable to provide
climate protection.

The market fails if
firms or consumers
have an information
deficit and there-
fore make distorted
decisions.

McKinsey demon-
strates that simply
implementing eco-
nomically profitable
investments in energy
efficiency could save
130 megatons of
CO, a year by 2020.
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C.1 Market Mechanism
and Climate Protection

The electrical and electronic industry fully supports the German govern-
ment’s efforts to tackle climate change. It has made enormous invest-
ments in recent years to significantly increase the range of available ener-
gy-efficient technologies. The fact that demand is still lower than supply,
and therefore in need of impetus, is primarily due to market failure. To
change this situation would require government intervention. Below, we
attempt to explain why the market mechanism fails in more than one
respect where climate protection is concerned.

Information problems

A functioning market mechanism requires that market participants have
access to all the information of relevance to their economic decisions.
Only then can market players adequately evaluate their investment and
consumption decisions and assess their consequences. If on the other
hand firms or consumers have an information deficit, they will make dis-
torted decisions. As a result, the market fails.

In the case of climate-friendly technologies, the lack of information is a
significant problem. Without adequate information, businesses and con-
sumers fail to invest in or acquire energy-efficient products in spite of
the fact that they make good economic sense. Numerous recent studies
provide evidence of this dilemma, particularly the climate study! carried
out by McKinsey & Company on behalf of the Federation of German In-
dustries (BDI), entitled “Costs and potentials of avoiding greenhouse gas
emissions in Germany”, the initiators of which include ZVEI. According
to this study, Germany could reduce its greenhouse gas emissions annu-
ally by around 130 megatons by the year 2020, simply by implementing
those energy efficiency measures which make good economic sense for
the respective decision-makers.

Government and industry called on to improve transparency

More transparency in relation to energy-saving and climate-friendly tech-
nologies which are also economically beneficial would remedy the prob-
lem of information deficits and therefore leverage considerable CO, re-
duction potential. This calls for government and industry action equally.
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The customer information, press relations, public relations, communica-
tion and marketing measures provided by industry need to be accompa-
nied by public-financed advice or mandatory labelling.

Example: If a company wants to buy an electric motor, for example to
install it in an industrial pump system, the main criterion at present is
a low procurement price. In many cases the reduction in life-cycle or
operating costs that can be achieved with the new motor, which often
amount to many times the purchase price, are not taken into account
in the economic calculus (return on investment). This is often due to
the fact that the buyer is not responsible for controlling these costs. In
the case of electrical drives, however, energy costs often account for
more than 90% of the total life-cycle costs.

Externalities or the environment as a public good

Externalities are another reason for market failure. Externalities occur
when businesses or consumers make microeconomic decisions without
taking into account the impact of these decisions on third parties or the
economy in general. This impact may be positive or negative. The de-
cisive factor is that, in either case, it is not fully reflected in the price
mechanism, which generally leads to poor decisions.

An extreme example of (positive) externalities is public goods which
can be consumed by several or all market participants at the same time
(non-rival consumption). The market mechanism fails in the provision
of public goods because of the problem of “free riding”. Few people
would voluntarily make a financial contribution to the provision of pub-
lic goods because nobody can be excluded from using them — which, by
the way, would not make economic sense.

The climate has many of the key characteristics of a public good. Con-
sequently, there are strong externalities in the area of climate protection.
The effects of economic activity on the environment, be they positive or
negative, are not taken into sufficient account in microeconomic deci-
sions. Climate protection is certainly in the interest of all market partici-
pants, but individual economic players have little incentive to take the
initiative, preferring instead to wait for others to act, while these others
remain inactive for the same reason.
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Effective incentives
are needed to remedy
market failure.
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Public measures to internalise externalities
One direct consequence of this problem is that neither companies nor
consumers will generate an economically desirable, i.e. effective, level of
demand for climate-friendly and energy-saving products. The policy ob-
jective must therefore be to internalise externalities in order to bring both
microeconomic and macroeconomic interests into harmony with one an-
other. There are various instruments and measures available to achieve
this internalisation (see table in appendix), for example the government
leading by example in public procurement, voluntary commitments, the
trading of emissions rights, environmental taxes and subsidies, and im-
peratives and prohibitions in environmental policy. These instruments
must be distinguished according to their level of market compliance, i.e.
their fundamental compatibility with the market and price mechanism.
One of the primary tasks of the government is to create the right incen-
tives to encourage companies and consumers to consider the impact of
their investment and consumption decisions on the climate as a public
good. Effective incentives are a way to achieve the necessary impetus to
remedy market failure. By assigning a time limit to government regula-
tion and thereafter continuously reducing the scope of the measures tak-
en, the government could gradually withdraw from the market once the
internalisation of externalities is assured. An approach of this type would
also prevent windfall profits — i.e. economic players taking advantage of
incentives as a reward for actions they would have taken anyway.

Example: A consumer buying a new refrigerator, when choosing
which appliance to buy, does not take into account the positive im-
pact on the climate of replacing his old appliance with a new, more
climate-friendly appliance of energy efficiency class A++ and therefore
the overall impact on the economy. In other words, the new appli-
ance would be of more value to the economy as a whole than to the
individual consumer. To internalise the (in this case positive) external-
ity, the consumer needs the right incentive to buy the energy-efficient
product. A public subsidy (ideally reflecting the difference between
the macroeconomic and microeconomic value of the A++ refrigerator)
could provide this incentive.
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Capital market imperfections

If we were dealing with a perfect, unflawed capital market, it would be
possible to finance all economically profitable investment projects even
taking account of the specific associated risks. However, the reality is dif-
ferent. Worthwhile investments are failing at the financial hurdle because
of numerous imperfections on the capital market. This has the same
ramifications as the market failure described above. One reason for these
imperfections is, yet again, a lack of information, as potential investors
cannot fully assess the risks of parties requesting credit and therefore
decline to provide the necessary cash resources.

Corporate survey by Kreditanstalt fliir Wiederaufbau on ener-
gy efficiency barriers and successes in business

The problem of capital market failure has a particular impact on invest-
ments in climate-friendly products and systems. This was the conclusion
reached by a corporate survey carried out in December 2005 by Kredi-
tanstalt fir Wiederaufbau (KfW) on the barriers to and success factors
for energy efficiency in business2. The survey addressed the issue of why
investments in energy-efficient and climate-friendly projects are not be-
ing financed, when they would actually offer a good return — not only in
macroeconomic terms but in microeconomic terms as well. The follow-
ing two main obstacles were identified:

e There is a lack of resources for project implementation; in particu-
lar there are no banks or other investors prepared to provide these
resources.

e Companies must choose between several investment alternatives, all
of which are profitable. When it comes to the actual decision, energy-
efficiency projects tend to fall by the wayside because of a lack of
financing opportunities.

The capital market failure described above could be remedied firstly by
addressing the lack of information. This would help investors providing
credit for energy efficiency measures. Secondly, government subsidised
loans for investments in environment- and climate-friendly systems and
projects would contribute to remedying market failure.
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Investments in energy
efficiency measures
should be calculated
by the net present
value method.

The high level of
energy efficiency
required for effective
climate protection
cannot be achieved in
a free market left to
its own devices.
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Miscalculation of energy efficiency measures

Capital market shortcomings in the broadest sense also occur when in-
vestment projects for energy efficiency measures are not evaluated by the
net present value method, but by the amortisation period method. As the
example below illustrates, this can result in poor decisions, particularly
if the cash flow gained through the investment does not materialise for
a number of years. This situation could be redressed by a government-
financed programme of awareness-raising in investment and finance cal-
culations.

C The Framework for the Intelligent Use of Energy

Measures to internalise externalities

Problem (form of market failure) Instruments to solve the problem

Example: Let us assume that an investment requiring a procure-
ment pay-out of €100000 today will generate annual payments of
€20000 over the total duration of 10 years. If we apply a required
rate of return of 10%, the project will have an earning power of
around €123 000. Taking into account the initial outlay of €100000,
we end up with a positive net present value of €23 000. Therefore, the
investment is profitable. However, if the (interest-bearing) initial pay-
out is required to amortise within five years, the project will fall at the
hurdle of the evaluation.

Summary

Left to its own devices, the market mechanism is incapable of guarantee-
ing effective climate protection. Government intervention is necessary,
because the market is failing in several respects: in the provision of infor-
mation, in the correction of externalities, and in the financing of climate
protection measures.

Ultimately, effective climate protection requires a high level of energy
efficiency. With its wide range of energy-saving cross-application tech-
nologies, products, systems and services, the electrical and electronic in-
dustry can make a huge contribution to improving energy efficiency in a
manner that encourages growth while keeping costs under control. But
because of the market failure described above, there is a need for public
support in order for these technologies, products, systems and services to
be put to actual use.

The table in the appendix presents a clear overview of the various
forms of market failure in the area of environmental and climate protec-
tion and summarises the key instruments for resolving the problem.
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(1) Information deficit Increase transparency by means of
In particular: failure to purchase customer training

energy-efficient products even « press and public relations, market-
though these would pay for ing measures, communication
themselves economically, even in labelling: voluntary (private) and
microeconomic terms. mandatory (public)

public financed advisory service

(2) Externalities or the Internalise externalities
environment as a public good by means of

In particular: the effects of eco- * the government leading by
nomic activity on the environment, example

be they positive or negative, are « public procurement/public

not sufficiently taken into account expenditure

in microeconomic decisions. voluntary commitments or
non-mandatory standards
market instruments

emissions and certificate trading
positive or negative incentives
taxes

subsidies

cash-back programmes

cost increase programmes/
intermediate bodies between
the public and private sectors
fulfilling a public mandate

(e.g. EEG contributions)
imperatives and prohibitions
mandatory standards

legal requirements, product bans
binding standards

top runner approach

minimum efficiency requirements

.

.

.

(Measures are listed in order of
their degree of compliance with
the market mechanism.)

(3) Capital market imperfections Provision of information for
In particular: the necessary finan- investors and publicly finance aids
cial resources cannot be obtained « Subsidised loans
externally. * Discounted loans
Sources

1 McKinsey & Company: Kosten und Potenziale der Vermeidung von Treibhaus-
gasemissionen in Deutschland, September 2007.

2 KfW survey on barriers to and success factors of energy efficiency in business,
December 2005.
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In future the life-
cycle costs of pur-
chased products and
services are to be
taken into account
in public tendering
and procurement.
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C.2 Evaluation of Selected
Implementation Measures
for the German Federal
Government’s Integrated En-
ergy and Climate Programme

On 5 December 2007 the German government enacted the Integrated
Energy and Climate Programme (IEKP), which is intended to set stand-
ards in global climate protection policy. The programme consists of 29
measures, which echo the government’s orientation decision made at the
cabinet meeting in Meseberg in August 2007. From the point of view
of the electrical and electronic industry, the implementation measures in
place thus far can be appraised as follows.

Electrical drives

The enormous energy-saving potential in industrial drive technology is
to be exploited at corporate level with the assistance of independent,
qualified energy efficiency consultants. As part of the Federal Ministry of
Economics and Technology/Kreditanstalt fiir Wiederaufbau programme
“Special fund for energy efficiency in small and medium-sized enterpris-
es (SMEs)”, subsidies are to be paid for highly efficient drive systems.
Since February 2008, energy advice has been subsidised by up to 80% of
the energy consultancy fee and low-interest investment loans have been
available for energy-saving measures such as energy-saving motors and

frequency converters.

Public tendering

In future, public procurement and the energy renovation of federal build-
ings and the social infrastructure are to be based on the life-cycle cost
principle. This was laid down in the administrative regulation on the pro-
curement of energy-efficient products and services at federal level, passed
in early 2008. As a result, energy-efficient products and services will be in
a stronger position to compete on equal terms on the market as the focus
will now be on operating costs instead of just the initial purchase price.
The technologies mentioned as examples in the administrative regulation
are energy-saving lamps and energy-efficient electronic appliances.
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Market launch programmes

There are also plans to introduce market launch programmes for very
high-efficiency appliances or ‘top runners’, with the aim of encouraging
faster uptake of these products. This is the ideal platform for the time-
limited cash-back programme proposed by ZVEI to promote the use of
A++ refrigerators and freezers.

To increase the market penetration of high-efficiency appliances, cur-
rent energy consumption labelling needs to be updated and more widely
used at EU level. To make the labelling system flexible enough to al-
low for future technological advances, ZVEI suggests keeping the prin-
ciple of different categories but having no upper limit. Specifically, there
would still be seven categories but they would be given numbers instead
of letters. The lowest category would be given the number 1 (low energy
efficiency) and the highest category number 7 (high energy efficiency).
Higher categories could be introduced if necessary without altering the
classification of products already on the market. The German govern-
ment is in favour of the urgent revision of the labelling system, and is also
discussing the ZVEI proposal outlined above.

Expansion of very high voltage grids

The draft bill passed by the German cabinet in June 2008 for the accel-
eration of the expansion of very high voltage grids describes in detail the
considerable challenges facing power grids over the coming years (the
requirements of cross-border energy trading and the integration of re-
newable energies, in this case, particularly offshore wind capacities). The
long-term redevelopment of the power grids will require investments in
innovative technologies, which in principle are supported by the draft
bill. The intention is to simplify the approval processes for expanding
the grid and to increase public acceptance by laying underground cables
instead of overhead lines. The bill takes account of technology neutrality,
after the abandonment of the original intention to exclude cable solu-
tions. However, finding a solution to Germany’s innovation deadlock and
the development of ‘smart grids’ in line with incentive requirements to
work towards an efficient energy supply system will remain a key task of
industry associations.
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Heat contracting

In the field of heat contracting, the ESCO Forum within ZVEI has drawn
up a set of concrete proposals for the necessary adaptation of tenancy
law based on two reports (a legal report and a potential study) by the
Institute of Energy Management Law at the University of Jena!. These
proposed changes are intended to protect the option of allocating heat
contracting costs and to enable energy-saving potential to be exploited.
However, no action has been taken at political level with respect to the
revision of tenancy law, which could help to resolve the investor/user
dilemma. The call to put energy contracting on an equal footing with
self-production in industry was not taken into consideration in the Re-
newable Energies Act (EEG). This continues to act as a deterrent to the
development of an energy-efficient contracting industry.

Industrial self-production

The draft amendment to the Combined Heat and Power Act (KWKG)
was originally to contain a greater degression of 0.2 cents/kWh in over-
head cost rates for the self-production of “industrial power”. This would
have put self-production at a disadvantage compared with feed-in to the
public grid and further reduced the incentives to invest in combined heat
and power. However, the proposal of ZVED’s ESCO Forum in favour of
equal treatment for industrial self-production and feed-in to the public
grid was realised in the KWKG, passed in July 2008. Contractors will
benefit from the increase in the number of funded full-use hours from
20000 to 30000.

Smart metering

In the field of smart metering, a new law has been passed to open up
the market for gas and electricity metering. The aim of the new law is
to encourage the use of new, intelligent domestic meters with a com-
munication interface and thus also the introduction of flexible electricity
tariffs. The metering liberalisation law and the draft ordinance based on
it, passed by the federal government in June 2008 and enacting the regu-
lation of gas and electricity metering equipment, can be considered a step
in the right direction. Energy suppliers are now required to offer load-
based electricity tariffs and additional information and services, such as
monthly electricity bills. The decisions made thus far will not result in
the attainment of the government’s original target of nationwide intro-
duction of new metering technology within six years. New meters will
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only become obligatory for new installations or at the request of the end
customer, and not until 2011. There is also no obligation to standardise
communication interfaces.

Night storage heating

The draft amendment to the Ordinance on Energy-Saving (EnEV 2009)
passed by the German cabinet in June 2008 will provide for the gradual
elimination of night storage heating systems. However, the obligation to
remove these systems from service will not apply until 2020 and then
only for buildings with more than five apartments. On the positive side,
however, only products that are 30 years old or more will be subject to
this requirement. At the same time, these products need not be replaced
if this would be uneconomical.

Heat pumps

The promotion of heat pumps is embraced in the government’s Integrated
Energy and Climate Programme and was implemented in December 2007
through the Guideline on Promoting Measures for the Use of Renewable
Energies in the Heat Sector. It is possible, however, that the evidence for
the technical requirements set out in the guideline (annual operating fig-
ures for heat pumps) might preclude a large number of already available
heat pumps from being subsidised.

Sources

1 Report: “Rechtliche Voraussetzungen einer Steigerung der Energieeffizienz durch
Warmecontracting in der Wobhnungswirtschaft als Beitrag zu Energiesicherbeit und
Klimaschutz”; Dr. Dietrich Beyer, Prof. Dr. Michael Lippert, Institute of Energy
Management Law at Friedrich-Schiller-Universitdt Jena, October 2007.
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In many developing
countries, upgrad-
ing or optimising the
power transmission
grids is essential if
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are to be utilised ef-
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C.3 Energy Intelligence as
a Global Challenge

Rising energy prices around the globe have intensified the need to use en-
ergy-saving technologies. The combination of efficient energy generation,
transmission and distribution enables savings not only in terms of energy
costs but also in terms of CO, emissions. This is particularly beneficial
to emerging and developing countries because a reliable energy infra-
structure is an essential precondition for building a competitive economy.
It would also allow these countries to make a crucial contribution to
achieving international climate protection targets.

The very different situations in which the various countries find them-
selves, be they industrialised, emerging or developing countries, require
very different solutions. It follows that there cannot be one single energy
policy that applies to the whole world, only a regulatory framework for
more energy-efficient global economic activity. While a country building
a number of new power plants could significantly increase energy ef-
ficiency — often cheaply — in energy generation, countries like Germany,
where few new power plants are being built, can approach the problem
from the consumption side.

In emerging and developing countries the main efficiency potential is
to be found in renewable energy generation, energy transmission and
distribution, industrial processes, lighting in private homes and public
buildings, building and installation technology, and the transport infra-
structure. There is also considerable potential in the consumer goods sec-
tor, in the replacement of old appliances.

Energy-intelligent technologies improve sustainable energy generation.
The efficient use of renewable energies, which are usually generated in
regions remote from densely populated areas, can only be assured by
minimising transmission losses and compensating for fluctuations on the
grid. In developing and emerging nations in particular, there are often
high losses in the transmission and distribution of power. Here the use
of renewable energies must be combined with an efficient, intelligent
power grid. In many developing countries, the upgrading or optimisation
of power grids and the introduction of energy management systems are
essential in order to achieve secure energy supplies and therefore help
tackle climate change, because of the associated increase in energy ef-
ficiency.
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What contribution can Germany make to increase global
energy efficiency?

Energy efficiency is not only a global necessity, but globally feasible. As
a supplier of cross-application technologies, the electrical engineering
industry has a wide range of solutions to offer. The overall aim must
be to raise the market profile of German technologies abroad, and this
can only be achieved by merging the international activities of German
departments and organisations. The German government’s Energy Ef-
ficiency Export Initiative is already making a key contribution in this
respect.

One basic precondition is, firstly, that emerging and developing coun-
tries create the appropriate legal framework for sustainable energy gen-
eration and intelligent energy transmission and distribution. In the sec-
ond stage, incentives could then be created to achieve an optimum ratio
of energy input to economic output. Germany can contribute to this by
participating in international committees and bilateral working groups.

One essential ingredient for encouraging the use of energy-efficient
technologies in developing and emerging nations is the inclusion of the
twin issues of energy and energy efficiency in development-related activi-
ties. To this end, it is necessary to adapt the requirements for the country
programmes of the German Federal Ministry for Economic Cooperation
and Development (BMZ) and the implementing organisations to incor-
porate energy efficiency as the Ministry maintains a dialogue with the
recipient country, which often still has to establish the right framework
conditions for the efficient transmission and distribution of energy. In ad-
dition, the use of energy-efficient technologies can be specifically defined
in tendering processes.

Germany can support other countries primarily by providing expertise
and policy advice, but could also act as a lender. The industry can provide
both the necessary know-how and equipment. German technologies are
among the best in the world and could make a vital contribution to the

efficient and intelligent use of energy.
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C.4 Eco-design Directive
and German Energy-using
Products Act

By introducing the Directive on the Eco-design of Energy-using Products
(also referred to as the EuP directive), the European Commission has de-
fined new energy efficiency standards for products. This directive estab-
lishes a new framework for advancing the integration of environmental
considerations into the development and design of energy-using products
and improving the negative environmental impact of these appliances.

Elements of the Eco-design directive

The EuP directive has been in force since 2005, and must be implemented
by all member states in line with the concept of a uniform EU single
market. The directive has such a wide field of application that it covers
all energy-using products, regardless of energy form, apart from means
of transport. In this respect it reflects the European Commission’s “New
Approach”, which aims to achieve the following:

e Only products that satisfy the basic requirements can go into circula-
tion.

e The free movement of compliant products must not be hampered.

e If a product complies with the relevant harmonised standards, it is
assumed that it meets the basic requirements.

e The application of the harmonised standards is voluntary. Manu-
facturers may resort to other solutions if they can demonstrate that
these offer the same level of safety.

e Compliance with the basic requirements is verified in a formal
compliance evaluation process. As much of this process as possible is
entrusted to the manufacturer, depending on the potential risk of the
products.

In Germany, the EuP directive was implemented by the Energy-using

Products Act (EBPG) of 6 March 2008. The EBPG came into force on
7 March 2008.
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Implementation measures

The European Commission is defining product-specific eco-design re-
quirements for certain products and product groups in a set of imple-
mentation measures. These may include requirements relating to qualita-
tive and quantitative descriptions of key environmental considerations.
To prepare for the enactment of the implementation measures, in spring
2006 the Commission initiated preliminary studies for 13 product groups
and one cross-application aspect. Since then, six other product groups
have been added. The Commission started defining product-specific de-
sign requirements such as limit values for energy and resource consump-
tion in the second half of 2008.

Preparatory studies

The European Commission has initiated the first preparatory studies for
a number of product groups. The purpose of these studies is to develop
a basic framework for appropriate implementation measures. The data
collection and evaluation studies will be carried out according to a stand-
ard procedure, based on an underlying methodology study.

Consultation forum

The results of the preparatory studies are being discussed in a consulta-
tion forum and initial draft versions of the implementation measures put
forward. The wide spectrum of stakeholders represented in this forum
can influence the decision-making process in the implementation of the
EuP directive, and helps to create wider acceptance of it. The consultation
forum also assesses self-regulation measures, reviews the effectiveness of
market surveillance, and discusses and develops the work programme.

Regulatory committee

The regulatory committee is made up of delegates from each member
state and representatives from the European Commission, which presides
over the committee. The committee advises the Commission on the defi-
nition of the work programme and submits opinions on the draft imple-
mentation measures. On 7 July 2008 the regulatory committee approved
the Commission’s first new proposal for an implementation measure for
the reduction of stand-by and off-mode losses in electrical appliances.
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Work programme

The EuP directive only sets out framework conditions for the range of
products and product groups to be addressed. The European Commis-
sion is specifying these product groups in a work programme after hear-
ing the consultation forum and in coordination with the regulatory com-
mittee. A new work programme is defined every three years. In the first
work programme the Commission named 18 product groups and one
cross-application topic for further evaluation, and initiated correspond-
ing preliminary studies for the preparation of implementation measures.
A work programme for the period 2009 —2011 is currently in prepara-

tion.

Sources

1 Directive 2005/32/EC of the European Parliament and of the Council of 6 July 2005
establishing a framework for the setting of ecodesign requirements for energy-using
products and amending Council Directive 92/42/EEC and Directives 96/57/EC and

2000/53/EC of the European Parliament and of the Council.
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The freedom given

to manufacturers

to choose how they
achieve compliance
with the product
requirements, en-
shrined in the New
Approach, is a very
positive develop-
ment and enables the
technical standardisa-
tion process to evolve

freely.
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C.5 Standards

As the debate surrounding the climate protection targets of the European
Union and its member states intensifies and energy efficiency becomes
more widespread, new challenges are emerging for standardisation. While
environmental considerations and efforts to reduce energy consumption
have been playing a role in the design of business processes for quite
some time, on account of widespread implementation of the management
system standard ISO 14001 Environmental Management Standard, these
considerations are not yet incorporated in product standards.

Technical regulations and standardisation

The application of standards is essentially voluntary. However, the New
Approach introduced in Europe has established a mechanism whereby
legal product requirements and standards are closely interlinked. In the
New Approach, the EU sets out product requirements that must be satis-
fied but does not specify how this should be achieved in technical terms.
Manufacturers have the freedom to choose their preferred technical solu-
tion but can also follow EU-specified standards (harmonised standards).
If these standards are met, the EU assumes that the product meets the
necessary requirements (presumption of conformity).

Experience shows that standardisation leads to faster, more practical
and much more flexible solutions than can be achieved with European
legislation. Industry should therefore endorse the use of this principle
for the implementation measures of the Directive for the Eco-design of
Energy-using Products (see C.4). General and specific energy efficiency
requirements in implementation measures should define targets to be met
and not particular design principles or technical solutions. To provide
evidence of compliance with these requirements, standards on suitable
measuring procedures should be used. The relevant standards should
be based on corresponding international standards. Energy efficiency
considerations would then be taken into account across a wide range of
products in product standardisation.

Standardisation

The aim of standardisation must be to create a consistent set of stand-
ards (generic, product family and product standards) among European
and international standardisation bodies. No requirements of conform-
ity assessment should be permitted in the standards. Existing standards,
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for example standards relating to energy efficiency labelling, should be
reviewed to make sure they comply with the structure described above
and the relevant aspects of the New Approach, particularly with regard
to their applicability in conformity assessment. Existing, deviating stand-
ards must be adapted to the harmonised body of laws and standards.

Conformity assessment and management

system standards

The Energy-using Products Directive 2005/32/EC (EuP directive) speci-
fies internal design monitoring or the introduction of a management sys-
tem as a means of furnishing evidence of compliance with requirements.
Generally speaking, preference should be given to the use of internal
production monitoring on the part of the manufacturer without involv-
ing third parties. In accordance with the EuP directive, other procedures
with the mandatory involvement of third parties should only be used
in individual cases where special reasons are stated. This option should
only be used as a last resort. Innovative product development is urgently
needed in the field of energy efficiency. For this reason, there is no ad-
ditional benefit given the manufacturer’s particular technical expertise if
third parties are involved.

To provide evidence of compliance by means of a management system,
the EuP directive states that an organisation already registered in the
Community system for the Eco-Management and Audit Scheme (EMAS)
for design activities fulfils the management system requirements. At the
same time, a management system standard published as a harmonised
standard provides a basis for presumption of conformity. Most compa-
nies have already implemented requirements from various management
system standards. This applies particularly to ISO 9001 Quality Manage-
ment and ISO 14001 Environmental Management, the most widespread
international standards. Meanwhile, companies are faced with a whole
range of additional management system standards. In the electrical and
electronic industry, the average company applies five management system
standards to its business processes. Of these virtually all companies have
introduced ISO 9001 and ISO 14001.

This situation should be taken into consideration in the publication of
harmonised standards. The most important aspects are already covered
by existing management system standards, which have already been in-
troduced into businesses. Creating more standards will not lead to more
energy-efficient product design — the parameters for this should be de-
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Internal production
monitoring without
the involvement of
third parties is the
most suitable method
for providing evi-
dence of compliance
with requirements.

The widespread
establishment of
management system
standards in most
companies allows for
practical conformity
assessment.



Rather than en-
couraging energy-
efficient product
design, the creation
of more management
system standards
usually only results in
excessive costs for the
company.

To get round the
problem of limited
resources for market
surveillance, use
should be made of
the existing institu-
tional and technical

infrastructure.

The considerable
efforts that compa-
nies must invest in
implementing legal
requirements must
be compensated for
with effective market

surveillance.
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fined in product standards — but rather to additional, unjustified costs for
companies. To ensure presumption of conformity, therefore, use should
be made of the standards that companies have already introduced, with
mention of the fact that design activities are covered by the management
system and that energy management is part of this same system.

Market surveillance
The new requirements for the energy efficiency of products are adding to
the activities of market surveillance bodies.

Neither voluntary labelling based on third-party inspection nor la-
belling based on a manufacturer’s declaration are proof against misuse
or falsification. Whenever the government legally codifies requirements
it is also obliged to ensure compliance with the law, and this applies
equally to energy efficiency requirements. Notwithstanding the reference
to standards, general and specific requirements should be formulated in
such a way that market surveillance bodies can evaluate the conformity
of a product directly using the corresponding implementation measure,
as described in article 15, paragraph 7 of the EuP directive.

There are often complaints about shortcomings in the market surveil-
lance system, which are due to insufficient resources. In terms of the of-
ficial allocation of market surveillance in the EuP directive, given the
limited resources for this public responsibility, use should be made of the
existing institutional and technical infrastructure. Market surveillance as
defined in the EuP directive should therefore be implemented by trade
inspectorates.

Fair market conditions can only be assured if there is purposeful market
surveillance. Companies invest a significant proportion of manufacturing
costs in the implementation of legal requirements, and also considerable
efforts in incorporating legal requirements in product standardisation.
The requirements of the EuP directive will demand considerable efforts in
product development for manufacturers. Market surveillance must pro-
tect their products against less reputable manufacturers and at the same
time, everybody must enjoy the same competitive opportunities.
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