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Working Sequence for an
Policy Incentives Energy Conservation Project

at the National Level .in Industrial Enterprise

- incorporation of energy conservation

in the national energy policy ENERGY AUDLTS
- promotion of energy conservation ) MEASUREMENTS
- subsidies/grants for execution - ENERGY iALANCE

of the audits

- information on the available optionse

- subsidy/grant programme for con- IDENTIFICATION OF
sultancy services MEASURES TO REDUCE
ENERGY UTILIZATION
- target/standard setting +
’::> ENERGY AND COST CALCULATION

- list of national conservation FOR ALL MEASURES
priorities l
. PRIORITY LISTING OF MEASURES
-~ research, demonstration and pilot
projects

- appropriate pricing policy

-.soft loans for energy conservation
equipment or tax exemption scneme

~ distribution of the grants and sub-
sidies in accordance with energy :

v

IMPLEMENTATION OF ENERGY
SAVING ACTIVITIES

conservation priorities
- softening of the import restrictions

- information on the available
contractors

2

- set up of training institutions or FOLLOW-UP PROGRAMME
subsidies for training |

- Training and Infcrmation

- reporting scheme

' |
: ::t> - Repcrting of Energy
- incentives and rewards for Efflc}eny
achievement - Planing for Future
Measures

- grants for R and D at the industry
level

Figure 1: Policy incentives aimed at supporting energy conservaticn
projects in the existing enterprises
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te bozed on the Frimore thermel (or nuclecr’ ererSua. Thiz imelies
thot woste heet rroduced inm *thermol or nucleor Fower stotionz i
else =subdect to the enerdy tox. *hus the waste heot utilization ord
the combined heet end Fower SCHPY preoduction wi

Within the industricl fector +he enerf@w tox lood woald warw
widelw becouse of different ener9e intencitiess in the =
€9 in comruter rFroduction ond in olumirnum Ffobricotion. The cccepted

texetion end subsidy relicies =zhould ollow for o laras Fortion o

-+

the enerdy tox. esreciollw in enerSs intensive industries. +ao be

comrensoated for bw subsidi

ee i enerSd conservetion inwvestment.
Therefore. in wost coses the enerdy tox would lead +a mirnimol.

or Terc. increccses in eroduction
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I monw develcoring countries ceriitol shortofes and imFerfec-—

tions in the financial wmarkets: or in<allecotion of Fublrc and ePri-
vwote caritols mog obstruct the +inoncind of ecornomicalls attractius
end secioily sdvantoSecus Frolects thot iwerrove the sfficiencs of

industrioel ernergy uvee. In cddition. ndustres. bw ond larde. resuir

10
11}

grecoter rotes of return on ernerse conseruvetion inuvestment .
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The role of Sronting ficscol and fincciel incentiwves in indus-
tre is- —dherefore; to correct the exicsting imrerfections in the
tirnencioel morkete or in the ogllocotion mechornigm. to reduce the cozt

ot investwent ond therebs the risk inuveluved:. ond to imcreasze the

rote of return on the investment mode .

Lix]

evearoel oimsg ore exrected to be renlized therebo: (i3 aided
investment in ener9ye conservotion focilities by the industrs itsel+?

£i1} re-direction of cther mord3inal inuvsstumerits towords thiz Frriorits

erec? 1111 tecilitoting receorch. develorment. demorstraticomn ond
merketing of new enerdy sowving technisues ond Froducts. In additiaor

it 1g rosgible through thece incentives to occelerocte ztructurael

chendes in the industry towerds lower enersSy intensitys and 4o

improve *the longer fterwm comretitiveness of industriasl eroducts.
y.1. FISCHEL IMCEMTIMES

There ore five moior twree of fiecol incentives thot can be

ueed to encourode increosed industricl energws efticiences. Thew are
1y . investment tox credit ond deduction
An inwvestment tox credit rermnite o comrore 0 borrow o
given rFercentose of on enerds reloted inveztment oz o
credit on ite income *tox. Tox deduction rraSrommes Fermit

o comFons, to deduct ell or Fort of itz erergs con-

servotion investrent from its toxoble incone 3

_\
-

-
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ne ExEnFtlon

Underatoy exemnrtion Fro8romme. o comronE thot hoz imFle-

mented certaoir grecific enerduw efficience imerovements
wowid ke Frees fron obligotion to row certain toxes For
aomst osaroog oo Pare. Tre esemehior corn orun ue to tThe end
o “w oTEor od mhe srmoretrdiel wmgiemer T 1Ruo ed onmg 1
cor o Leosorouihd i oo pith gdLiziencs torSetor




ci11 accelerated derreciction N
With accele ted derrsciotion o comsone iz rFermited to

deduct the cost of on enersSe comservaotion caritol inwvest-

ment in a zhorter rericod of time trhonm iz rnornclls allowed

il Froferts taox sxemption
A FrorFerts tox exemnrtion excludes tThe volue of +the spaci-
fied snerSy conservetion equirment from the oszsesced

velue of erorerty for Frorerts tasx pureposes
e reliet +rom imFort dutises
One of the moest imeortont for 0le ond eocsizsst 40 odmini-
t

ster t+tizcol incentiuves ie the relist from imeor+t duti

lt‘
I||

It crriies to ecrecicllv desiSnoted items from the 1i:

"
+

a
of energ9s socving equirment. &8 thozse which are not comez-

ticalls produced.

The molor industricl Ffiscol incentives enocted *o dote in the
IEﬁ‘countraes ere within tThe frowework of eoch Cdunfra‘z
Folicy obiectives ofor detoiled descrirtion of the incentives appli-
ed see Toble 23+ The method of trial end error hos been uzed inorder

thot rrorer incentives for eoch cose of ofrrlicotion develored.

(a3
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For examrle toxetion ccnressﬂonr fintroduced 1979 for conwverting 011

using equirmnent to o+her {uels in Austrolic were chomded in 1921 +o
occelercted derrecistion of thot ture of squipment.
ficcelercted derreciotion of srecified equirment iz the favorsd

fiecol ingentive olsc in Rustrio. Joron. Mew Zeclond ard Switzerland

I -

For ztimulating eroiects thot need hi8h coritol ocoutlows. &5

Combined Heot ond Fower “(CHF! schewmes. torx deduction iz efered in

[ . - -

Germons ond Jaranr.
e tﬁ?
Twe of the develering countries wmembere of 1EM, namels Turkeo

ond Portugcl. orFrrly custonsduties evemnrtion

schemes on ImFor+ of
enerSy conrncervotion equ*Fmgnt-

Fizcol incentives ore widelw used omongd +the DCs for =z+imulating

theltr industrioclizotion. o feoture enhoncing their aeprofrriotensss

pg 0 ztimulus for indusiricl ener8y conserwvotion inwvesitment. For

[N

evnamFie,the neijorits of DIe recofnize ord froctice exoneration from

custorsduties on mechimers ornd edauirtnent. Erozil and Feryg recognize
croeiereted seereciotion For o anduztriol esuiepent. Ore oFf the crite-
! IR SR S S RN cmenttaee 1E tied rnooFe {2 the replocemner<
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Exrerience in the Deuvelored oS well 0 in cope Develoring

Lountries hos shown thot +or o ComFrehensive engrds maonolement

cclicy, the +izcal:. finencial ond erice incentives nesd on irnstitu-
tionael: infeormeticnel and corSenizoticncl currort both on the SrTer-

Frise and on the notionol levelsz. Thig infruztructure should be
teilored to the srezific conditions cnd con include a combination
of the Following @

5-1. Legicglotive Fromework

Frocticellys oll industriclized countries houve sSome form of

legislotion deoling with energ8y concervetion. Some mz kbowe also

L]

enacted zuch lesisleticon. These
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SCOFe: and mas= desid-
nete Sovernwment orcdanizeotionel reseonsibilities and eouwers <or
vorious conservotion rolicies ond FProSrommec: mow demand cerfiin
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Sweden Evesluction mode of Sront FProSromme 1978-20. and
graont ond looan Fro@ronme 25TE-TSE enerda SO g -
tion committee is%%rn ent. . ewaluoting itS WOk =
cmrlished since 1976: il substitution cCommittes s
evoluu+in9 the work of the coil subztitution Fund
Jonuary 198Z2: law erecifies +that oll rew or excharn-
ed boilers with +ue consumrtion cuer B0 SWh must
use sclid Ffuels: Flont cubhers with o certain leusl
ot consumrption must consult the Hationnl Eoarg of
Industry regording the design of their boilers: Ere-

. reY technololy commission to helr municiralities
Froceed with il cubsti +4tion Flans.

Turkes Ererds Monodemnent Grours ond Ernerds Contro Centers

hove been set ur in several of the State Economic
. . Enterrricest in the textile. retrochemical and zle-

ctricity Qeneration sectors.

United Kinddom In occcordonce with the Enercw Cormseruntion Act —l?Blﬂ
Sovernment will set efficience ond safets =tamdaords
tor 0ll teres of heating orrlionces uzed in indus-
triel. commercicl onrd recsidenticl sectorz: "Imdus
tricl Erergsy Thrift Schewe" storted inm 1976 +o oro-
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. tre. It works throudh visits 4o comranissz. The info-
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. Conservotion OfFiciere” ond +the Hoticnal Erer9w Mao-
nogere’ fAduisorys Committee - estoblizh. = ond
maintoin. -limks with ener9y moro9ers ir industra
ornd the rublic zector (the Derortment of Eneraw:.

Uriited S+ates The federal redulotory rrocess will be reformed Wwith

S dhoim of reducing costs ond lead-time Far building
cool-fired industricl focilities. Envirormertal o=
» gireints imrosed by the Cleon Air Act ore also under
' review: the goverrnment intends %o encourode utilitu
rotes which rFromote 9recter wse of co-Ferncsration.
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erys few Dlsz houe gdesuote informaotion an their ernergu

consunFiiondisegredatad b2 enerSw form ond end-use suwen of The neE T
enerds Intensive scectore. &3 iron ond steels ¥erti?izEPs;ntﬁ?1195’
gtce. E- Pote on the consumetion of fuelwood ord other +raoditi-
erel fuels ere exitremels rousSh. sven thouSh in mons countries zuch
) tuele account for cuver hol+ of the totol ernev99 comsumertion .
Foertunotels this situetion is chon9inS. EnerSw cugiiz and rerorting
. N
FroSrams. in the lorSer industriaol rleonts. ere hecinind +o huild ur
enerds consumFtion intormotion ot the entererise level. Fecentla the
Internctional Enerfs Afence (IERD: wvericus UM kodiez. +the oy 1
) Bork. re@icnal orSonisatione such ae CEFAL. EECAP ond CLADE. alondg.
with nukerous noticnel edministrations and erivete zources. houe b
been working in co-crercticn to dewveleor an integrpted aond co-ordi- ;
roted enerds doto base for opbout 40 ceveloring courtriesz. The E
resulis ore exrected *o become ovailaeble esorls 1934 . {
In the fielc of ocuerall iwrrovement of krcowledSe comcerning §
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emrhosis on o1l derivetives ond srecicl otternticn to the zFrecific
:haractemisticz of eoch Frocessi

-Information orn the torgets ond the wav in which interrnal Srours
con dewvelor ornd imrlenent enerdwy conservation rrodromss

- Dezcrirtion of enerd2e exreriments zurvewed in tarical instf-

- Precentoticn of cose studies on the reduction of enerds con-
sumFtion in the zector, . E
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Tardet settind schemss hauwe been established in $iuwe DECD cou-
3 ntries. mamelws CDarnoada. Greece. Japarn: United Kingdom andvlnited

Stotesz. Scme deuvelorins Ccountr

et -
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Evperience Seens +o indicote that incentives JCarrotsr o are

more effective thon digincentives Ctetigks" o oin amuernmental
eftorts to cut industriol enerdd consSuRETIon.
— —— e - g T
Folicw incentives are furidamentol to the suZcesstul

Furzuit of on energe conservation FPOliCs. Their selection and
zuitoble crrlicotion: therefore. should be o watter of Friorits

tregtment. .

The Pdientjul of the rFolicy incentives cEtiom woaries QACroOss

the countre's inducstriel sectors ernd by ture ond Si1zZe of users ot
whom the incentives are directed.

The current reduced economic EreSsure COmming o3 a result oof -
+he decreocing il rFrices should be viewed o o 9romted "breathind £
cppce” ond used to consilidote the energy Folicy lessons from the 9
Foct and to Fut ener@s future onoo comcictent roticonal bosis. g
Furthermore. bs emrlowing for rolice incentives some of The rescu- £
rees freed by the decrecse in oil Fricec. the rick of lonSer-tern 4
ererdy comstroint can be reduced. :
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1 Subetenticl Frice ircreosecs. F+ter long uweors of chHor2inag

. . . ) .. - P
subsadized rotes. *hz Koreon Eilectric {ocnmne recent! - obtainedvayub-
. R, . - ) . Q .
stentiol toriff increcsze. The Government introducedYreztrictive
Frice swstem? this involved reck lood Fricing in 1377 and increacsed

Block schedules in 1979.
2. Legisletion ond inmstitutional arranfsnents.

-Heot MoncSement Low ©1975:. gimes o Frencoting the effective
utilizetion of enerds in industrs ond inEroving efficiencs of fuel-
ueing eaquirment. Everws firm which uces more twon SO tons of coaol

an annwae

zquyivalent rer veor must ermnucllu submwit O rlor for ensrgw Corser-

r
vation ond ewmrloy o "heat monoger" +o o ergee ite execution. The Low

I'['

Frovides for the estoblishment of enersSy consumrtion sztoandoards and
for the crectiorn of the Koreo EnerSw Monogement Heccociation CHREMED.
FEMAR mokes "heot oudite". +rgoinc ernerg8s monoserss insrFre

using esuirment. rFrouvides technicol geci ictonce to lorde msre

and recommends methadz for imFrowing efficiencs to conzerve snerga

urider the gur_ervision of the Miniestre of Commerce ond industra. The
edministrotion hos % tional rower to enforce ener9w users and erne—
res equirment - ~tuzineszs to comrle with such resuloticons.

The Koreon Ernerswe [onservetion Irnstitute CEIECH, estobliszshed in 1977

conducte reseerch on vrricus osrects o

-H

conzerveticn. with special
enrhosie on moximizing the efficiencu of fuel-using. eauirment in
industra.
FEMA held enerdws conservetion meetingc, seminors ond training work-
shore for ener9u morcSers, enSineers ond techniciore. For the reri-
od 1974-1%80 tctol ottendorce wos S0000 rersons.
"Hoticnel Conventicn on Energw Conservotion Promction” and "Energw
Canseruution Exibition” were rromcted in 1975. Cowmendationsz ore
ennounced for cuccessful conservation cozes ond FPrizes o.re presented
ot -the notionel conventicon. An exibitiorn of erergw soning sostens,
rew develormnents ond models of new concerts ic held each Hear Zimgl-
toreouslw with the Hotiocnal Corvention.

3-Fi5callaﬁd finonciol ircentives hove beern introduced +ea enceou-
roge investment in erner9y fowing techrisues ond equiFmenrt. FPrefers-

rtiol loone for indusziricl erergw zoving investwent. inzulation of

puiicings and solior swsten inztollotion ore erovided be an "Ereray
Fotionalizetion Fund". or "Ererds SouinSs Focilitw Furd” ong a
TEodinr Franotion Fusdn,

A TrE Lovarmpent sl Broold et INOEnErgE Zauind

TrreEtmENT Fuch of Fretiol gcerreciotion olleworce C100% ef iroest-
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H FPetroleum Conservation Sesearch Szzociotiom CPDERY was zet us
in 19TE to initiaté zresltlc Fretrolsun rnﬁrérwn*ion Frodrams in
Induztrial. Domestic, ASricultural and Transrort sectors. One of
1tz ftoundind members. the Naotioroel Productivite Cowuncil CHFC), Nos

bear entrusted wi
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©3 Fuel EfFiciencs and
Ernerwy Monadement FrosSrams. Slons +haot line Fusel Efficiemnco (FE>
tells have been zet wr in Bhmedobad. Bordolore. Bhoral. Eombog.

Coleouto, Chandisarh, Delhi. Haderbaod. JaiFur: Kaneur. Madros ond

Fotro. Throudh these cells HFD offers conzultanca and troiring ser-
vices both ot the unit level for the aduvantads oFf indiwvidusl irdus-

u 1
tries ond olse ot the stote and hatiangl levels

gion mokers. RouShlwe TOX

[
T
.
]

f the NPE ectivities ig dewvoted to indus-
tre while the bolaonce iz concerned with energds conseruvotion in traon-
sFrortation and aldricul ture.

HPCAFPCREA orerationzs to dote howe *ouched owver 1200 incdustrial

ordanisaticons throuldb Conmsultance Frodrams. These 1rnclude promi-

nentls - Chemicoal Proceszing industries. Tewtile mills. Fulre ond
Forer mills, Glozsz and Ceramic fortoaries. End3ineering viz. rerolling
» fording indusztries. Foson industries. Food Frocezzsing industries
ornd Cement foctories. The zerwvice consists of rlant ener3d audits

with an oszessment of the enerSa zitugtion. inclulding the riecessorw

r
ingtruments ond measuremnents by HFL's zt0+f who work in co-creration

withh plant rerzornel. Seecific recommendotions are mode +o rlant

warndement for enerds conserwotich mecsures.

ol

igh level Inter-Miniztrs Commiltes < Enerds Conservation
=10

ond Maraog rnt hozs beesr constituted fo

|Il
0]

or
r zgettingur of comprehensive
nationol Frolice in thiz oren. The first ztep ic 0 rerort thot will

get forth rpolicies and Pprodrams refarding energw Conseruvation

[a g
[»]

.Eed on oszessment of enerds intenzive and nor-intenzive induszti-

L
0l zectors. In addition 4o techrnicol initiotives. +he rolice armd

m

Froframs will deal with fizcol and ledizlotive orFrcoches ord wari-
cuz incentives which the Irdlnh Gouernment con Frouvide +io industra.
‘The Committe& considers that ;he appoftunita gxizt 1n lndio For
e dwerovement in indugtriol enerde efficiencw. Hbout 10% of thisz
con be ochieved ziwrly bw better houze-keering ond wizer usze of the

cupiloble erergs .
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A notion-wide comroi8n om conszeruvaoticn of energs throudb info-
rmetion ond educotion Frog9rommes wos rlanned. end i1t was intended
that the estoblishment of lefieleticn. which could be technical
end refulictore. in forms of toritffe oand toxes would directls or
indirectly Sive imretus ond encourcaSement to the societa for

economizind snerdg .

MALRYZIA

In view of the wvitoel need of the countru o conserve Fretrolsum
.rescurcesa eliminote woste and eromcte efficient utilizotion of
ener8s. 9enerol rrincirlies ond methods of orrlicotion for esoch
energys conservetion Folicy 1tem would be studied ond inuvesztilated
by the working committee on enerr@gs conservotic. which had recentls

beern e=ztabl

The wuze of +iscel weosures for reflecting fthe real ecoromic and
spciol costs of enerSe. direct Scuernment manoSement of demaond
levels . ond the encourcSement of rFrublic ond rrivete co-creration
in the instituticnelizotion of enerdy concservotion ore being

Fursued « The moin short term mecsures cdorted oare .

erer3y Consu-
ming flonts %o submwit onnuol rerorts to the Minictry of Enerdu. taox
credites for the use of enerdgs concervotion devices utilizing indi-
dencus enerfw rescources. ond restructuring of electricits and oil
Froduct Fricing. LonSer term rlons include the develorment of
industriol stondorde for enerdw utilizotion and conduct of ene-2-
oudite in lor9e energu-consuming estoblicshments. In order to
rromote the eneres conservetion rolics, o Buro of Enerds Utilizo-
tiorn hod been et ur In the Minietrs of Ener9s. B serises oFf
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