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Regarding the size of energy efficiency market, the report assumed
that no-regrets options would reduce energy consumption by 15% in
2003. The energy cfficiency market size was the product of energy
savings multiplied by average energy price in the same year. The
energy efficiency market size is important in the report because

ADB efficiency investment target was anchored to this variable.

As such, the 15% assumption needs to be put in perspectives. The
report acknowledges: “This estimate is very static, and does not
account for the growing level of energy demand, or inflation in

investment and other prices over time...”(Paragraph 20). This
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qualifying statement cautions against any interpretation for the
dynamic long-term implication. Then what about the implication in
static sense? In market, one would expect a linkage between oil price
and the size of the energy efficiency market. They move in the same
direction. Given the oil price in 2003, there would be an equilibrium
market size for energy efficient technologies. Would it be equivalent to
15% of the total energy consumption? We don’t have any means to
answer this question. It would be comfortable to know where the 15%

locates in the possible ranges of efficiency market size.

Today’s oil price is much different from 2003, implying a much higher
value for a barrel of oil saved through investment in energy efficiency
technologies. And all the while, the cost of saving an extra barrel
declines through learning, scale effect, and generic technology
advancement. Under these circumstances, energy saving decisions
must have generated higher net benefits and larger market size for the

energy efficiency technologies. In a world of fluid, unstable oil prices,
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the assumption of 15% market size is too restrictive and unlikely to

function even as an indicative benchmark.

For renewables substitution, the report assumed 4%. As in the
assumption on the energy efficiency potential, no premises about the
replacement potential were presented. The 4% replacement rate
implies that the cost of replacing onc barrel of oil by rencwables is
higher in the order of 3~4 than the cost of saving onc barrel by

efficiency improvement.

Is this a reasonable representation of a renewables market? We need to

know. But at this time, the report gives no clue.

In paragraph 7, the report states, “EE will slow the growth of GHG
emissions without sacrificing economic gains or living standards.” 1
would love living in that kind of world. Yet, this is too strong a

statement to be included in an ADB report. This may wrongly imply
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lots of low hanging fruits to be had. Availability of

In footnote 7, “Stabilization of CO2 concentrations at 550 ppm,
roughly twice pre-industrial level by 2050, is becoming a recognized
target for world action.” This is a gross misrepresentation of the
Pocantico report cited in the footnote, and misreading of the status of
the globally-discussed agenda on targets and timetable. The 550 ppm
is not becoming a recognized target. Nor any other ppm is becoming a
recognized target. The Pocantico report specifically emphasizes that
“Rather than attempt to necgotiate a quantified long-term target,
governments and others should continue to articulate their own visions
of a long-term objective.” The level of CO2 concentrations that would
prevent dangerous anthropogenic interference with the climate system

reflects political considerations, not scientific estimations.

In paragraph 10 on carbon capture and sequestration. CCS as climate

change response instrument is not an technological extension of
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carbon injection into oil wells for enhanced recovery. CCS is a vastly
different scale and function from the industrial use of carbon
sequestration. It is a permanent storage of carbons captured from

emission sources—to permanently lock up in underground cavern.

In paragraph 11, the report states “The cost of undertaking emissions
reductions through EE must be weighted against the costs of taking no
action.” Here the costs of taking no action are the damages from
climate change through its impacts on agriculture, fisheries, human
health, and ecosystem services. The facts are: the benefits of reduced
damages will occur decades later, while the costs of reducing
emissions occur today. Thus, the net benefits discounted to today’s
value are known to be miniscule or even negative. The value of EE as
an instrument of reducing CO?2 is determined by the carbon value in a
carbon-constrained world. This presupposes carbon cap and trade
system without which EE has little value in carbon cmissions

reduction. Paragraph 11 misses this.






