Energy Saving Obligations and Tradable White
Certificates: Purposes and outcomes
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Introduction
The paradoxes of not sufficiently implementing ersg energy efficiency despite huge cost-

effective potential all over Europe are well delsed (see e.g. IEA 2009; Jollands & Ellis
2009; Fischer & Sohre 2007). With the upcoming afeav policy instrument in the field of
end-use energy efficiency, the so-called whiteifteate instruments (WCI), the question
arises if this is a new way to close the efficiegap.

A WClI is a hybrid instruments making on the onedase of an energy saving obligation,
and on the other hand allowing for some flexibility reaching the target including some
trading provisions. WCI are implemented in threedpean countries with rather different
approaches and regulatory traditions in energycpolbreat Britain, France, and Italy. Why
are these countries pioneering the introductiora afimilar policy instrument? Suspicious
minds would say that employing a hybrid instrummaty water down its stringency and may
be a good excuse to show action without doing angttOthers may see it in the context of
growing European preferences for marked-based ypoistruments (MBIs) especially those
making use of trading and highlight its cost-effesness.

Three major international research projects on Wifllenced the scientific debate: “White &
Green” (2004-2005), “EuroWhiteCert” (Januar 20054AR007), and Task XIV of the IEA
Demand-side Management project (June 2004-June).20®@ initial intention of these
projects was to explore options for a European-Withete Certificates Scheme, or, to at least
identify ways towards a scheme integrating differgrpes of certificate such as Green
Certificates and European Emissions Trading Sch@heETS). The discussion about WCI
can be located within the context of tradable pesthemes for climate protection (“White &
Green”, EuroWhiteCert) and fostering learning pss&s on an international scale (IEA DSM
Task XIV). Early research papers were dedicatesintolar subjects and the discussion is still
ongoing (Sorrell, Harrison, Radov, Klevnas & Vos802; Bertoldi & Rezessy 2006;
Oikonomou & Mundaca 2008; Birger & Wiegmann 20@&4pecially the role of trading has
been addressed by various scholars. Their reseaathly concludes that there is limited
evidence for the cost-effectiveness through tradBignilarly, experts see little room for a
European wide trading scheme. They estimate thditiadal values of energy efficiency
measures on a local/regional level are superiorpeoed to the benefits of a broader
certificates market (Langnil} & Praetorius 2006; Maeca, Neij, Labanca, Duplessis &
Pagliano 2008; Radov, Klevnas, Sorrell 2006).

Up to now, there is, however, a lack of researchly@mg this policy instrument from a
political science point of view. This paper is pafta dissertation project that aims at filling
this gap. The dissertation projects aims at exjlginvhy this policy instrument has been



introduced in Great Britain, France, and Italy.

In order to understand the implementation of a \ECange of explanatory factors, i.e. path
dependent regulatory choices, actors’ intereststh@dnfluence of ideas are explored in the
course of the dissertation project. The underlyaggumption is that understanding the
introduction of a policy instrument and the effeittsnfolds has to entail both, the explanation
of agenda-settingnd the explanation of design choices. This paperdestespecially on the
influence of framing for agenda-setting and desigoices.

Theoretical approach
Historical institutionalism serves as a theoretitamework for the dissertation (Thelen &

Steinmo 1992; Hall 1989; Hall 1993; Hall & Taylo®48). It is inspired by authors that
expanded the historical institutionalism to whats@metimes referred to as constructivist
institutionalism as a fourth brahdf new institutionalism (Winscott & Hay 1998; H2906;
Schmidt 2008; Jabko 2066 Instrument choice can be seen as an elementligfychange,

be it rather incremental or be it rather radical.alcertain extent, instrument choice can be
seen as an indicator for policy change (Lascoumés &ales 2007, Linder & Peters 1989).
Analyzing policy instrument choice is a way “to neakisible some of the invisible”
(Lascoumes & Le Gales 2007:17). Focussing on poiistrument choice implies the
extension of policy analysis towards taking intc@amt not only agenda-setting but also the
political process of design choice. In order tolakppolicy change, especially Baumgartner
& Jones agenda-setting approach (Baumgartner &sJd®®3; Baumgartner 2007) and
models of policy instrument choice (especially lend. Peters 1989; Lascoumes & Le Gales
2007, Bocher & Toller 2007) will be the theoretitalsis for the analysis. This paper focuses
especially on one factor expected to influencegyaistrument choice: the policy architect’s
framing of the policy instrument as a way to maiishdiscourses with solutions. This is
further set out as follows:

Instrument choice is seen as an example of institak change in the process of policy
change (cf. Bressers & O'Toole 1998: 223). Poligassue goals. Ideally, policy instruments
are the means to deliver these goals. But goingrmbthis functional understanding of policy
instruments as tools for decision-makers, polistrimments themselves may enfold dynamic
effects in the political process: Since policy-makeoften attribute not only certain
characteristics but also ideas and values to aypatistruments, the instrument may be
politicized. The underlying historical institutidigt perspective assumes on the one hand that

goals are emerging out of historically predefinestitutional and ideational settings. On the



other hand, this approach acknowledges that g@aisemerge and change endogenously in
the political process of e.g. policy instrument icko Policy instrument architects are
expected to strategically frame the policy instram@abko 2006). Strategically framing
policy instruments is happening in the light of eg@tions about how the policy instrument
would work. Research on policy instrument choicsesbed that a policy-makers strategy
may be to ‘de-politicize’ or ‘neutralize’ policy struments in order to gain broad political
support (Lascoumes & Le Galés 2007: 17; Vol3 200J. Bolitical support is expected to be
higher, if a policy instrument matches with itsi¢stific and political) discourses (Bocher &
Toller 2007). As developed above, issue framingne possibility for policy architects to
match policy instruments to goals/ discourses. H@wesince strategic action is understood
as a social construct, an attempt to ‘depolitices@olicy instrument may fail and turn out to
enforce a value-afflicted image. This is the makely the less clear-cut goals are present in a
political process. Strategic action as social aoesibn has to be uncovered in the course of
analyzing political processes. This may help teedehidden goals of policy architects and
accordingly causes of unexpected outcomes.

This also implies putting issue framing (problemalg, and solutions) in context, by taking
institutional, actor, and time dimensions into acto The political process and strategic
action do not end by simply choosing a policy iastent. Rather, design choices belong to
the political process and have therefore to befalyeincluded in the analysis. When
examining energy saving obligations and tradabletewvhertificates, understanding issue
framing requires to strip down the complexity caaie of energy efficiency (problem, goals)

and to grasp different understandings of markeetb@®licy instruments (solutions).

Methodological implications and structure of the paper
It is part of the dissertation to trace policy psses of setting up the policy instrument from

agenda-setting to design choices including chamyes time. By doing so, predominant
frames and perceptions are detected as well asntluence they enfold in the political
process. This paper presents an analysis of hodvaheng of the policy instrument matches
its purposes and actual design choices. In theegbof this paper it is impossible to portray
political processes in a comprehensive way. Rathierpaper is an extract that aims at giving
the reader an idea about the dynamic process adypwistrument choice and the policy
instrument under examination.

Process-tracing is done with the help of a qualtatontent analysis (Glaser & Laudel 2006).

Apart from analyzing primary documents (legal doeuits, position papers, parliamentary



reports and written material from consultation sses), in total 30 exp&ihterviews have
been carried out. The transcripts of the semi-stathzed interviews are filtered according to
the categories ‘perceived purposes’, ‘mode of astioand the ‘significance of design
choices’ attached by the expert. The following afienalising questions are guiding through
the analysis: What have been the purposes andtexileenefits of introducing energy saving
obligations? How did actors express the modes tdras; objectives and main characteristics
of this policy instrument in the different coung®®e Are these perceptions and expectations
reflected in design choices and first implementatigsults and did they change over time?
The paper is divided into the following subsectidrisst, the policy instrument is introduced
in order to understand the range of mode of acd®gsociated with it. Second, the three WCI
schemes in the UK, France, and Italy are preseiidiadh case study comprises four parts:
agenda-setting, design choices, outcomes (achidanggt, routes of delivery, and trading),
and a summarizing part connecting the other partsidglighting the framing of the policy
instrument. Third, the most important results aigcuksed in an overall comparison. The
conclusion goes finally back to the initial questend identifies further need for research.

White Certificate Instruments - General Mechanism*
A White Certificate Instrument (WCI) is a policysiinument to save energy in the end-use

sectors. In this context it is understood as aleggry intervention by the government: the
government imposes an energy saving obligationnangy companies (supplier, distributor,
or generator). The instrument provides some fléikybior obligated actors to comply with
their obligation. A variety of measures and progsdaading to energy savings in the end-use
sectors by an increase in energy efficiency amecypally eligible to count towards the target.
The scheme may also create the possibility forgab#éid companies to involve partners
helping them to carry out the projects. This fléip entails some kind of trading but does
not necessarily require the issuing of ‘certificaté\part from trading ‘white certificates’,
there are other possible ways of trading. Thisudes$ trading of the obligation, trading of the
energy saving projects, or trading of the savinigched to that project. This definition of
WCI does not include voluntary approaches, i.e.tevhgertificates trading without a

mandatory saving target. Graph 1 illustrates threegd mode of action of WCI.
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Graph 1: General mode of action of White Certieclistruments source: own illustration

WCI instruments are usually referred to as markeield policy instruments. As a hybrid
instrument, or smart regulation, it makes use @eint modes of action — coercion on the
one hand, and freedom of strategy choice on therdtland. There are, however, major
differences of mechanisms employing a cap and hgatvie solution entirely to the individual

company’s choice (European emissions trading schenamd project- or program-based
mechanisms (WCI). The latter baseline-and-creditestes require much more rules and
regulatory intervention. It is the design choichattwill determine which mode of action

(coercion vs. freedom of choice) is dominant. Theeseveral points in designing the policy
instrument where the steering actors (be it theistmy be it the regulator, be it influencing

associations) can influence not only the way aagerbutcome is achieved. Their decisions
will also determine the substance of the outconee,its effectiveness to reach its objective.
Generally, there are two ways to enhance the fiigyilof the scheme: trading provisions and
determining the range of measures eligible to cémmards the target.



Additional value of energy efficiency projects and the role of trading
The idea to include trading in WCI is to enhance tost-effectiveness of the scheme by

allowing third actors, who are able to generateapke energy savings than the obligated
actor, to participate in the scheme. Under certainditions, the value of carrying out the
measures themselves may have an additional vadtiésthot reflected in the white certificate
but is bound to the meastr&his is true for both, obligated actors and gehpublic interest.

In a very homogenous market, where all participdretée a similar role and compete in
similar areas, carrying out energy efficiency pctgemay increase the competitiveness of a
company. It can help these actors to advertise thraind to customers and diversify their
offer. The choice to implement certain measureg. anging boilers to a new gas boiler)
may be advantageous for more integrated markets ithanarkets where the services are
unbundled. On the contrary, if the energy effickemeeasure has no additional value in the
eyes of the obligated actor, trading becomes inaporiThird parties would then be the actors
carrying out the actual projects and selling thejgmts, savings, or certificates. There is,
however, not necessarily an incentive for spotitigdompared to longer-term contracts.

The general public also benefits from energy sa/leyond overall purposes such as security
of supply, or climate protection. Certain measureay steer innovation and market
transformation processes. Another additional béméfcertain measures over others may be
an increase in comfort factor allowing househotdkdep their houses warmer without raising

their energy bill.

Choice of measures
In an open-ended scheme with many eligible meastresount towards the target, the

strategic choices for the obligated actors becomeatgr and the flexibility of the whole
scheme increases. Also the way savings are meaauackderified influences the degree of
coercion: strict baselines and strong additionatitieria will lead to stricter control and
reporting requirements and/ or well-defined sawiatyes by default. Measurement on-site (or
estimates based on modeling assumptions combirtadsaine on-site measurements) may on
the one hand allow for more strategic choices bilit l@ad on the other hand to more
bureaucracy and an increase in administration costs

Apart from the number of measures, the kind ofileleggmeasures have an influence on the
strategic choice of the obligated actors (can sy some measures to pursue some of their
individual goals as well?). Some design choices nmagntivize the uptake of certain
measures over others. An example allowing the at#d) actor freedom of choice and

representing flexibility in the scheme would beapply a weighing factor to the savings



generated by certain innovative measures in ordereward their implementation. Other
design choices may make use of coercion in ordercentivize carrying out certain projects
over others. This can simply be done by restricthrgylist of measures, by imposing certain

additional obligations, or by restricting cost-reeoy to certain measures.



Objective Initial Current targetg Obligated actors| Target | Measures othel Cost- Particularities
targets sectors | than with| recovery, in design
standardized ex penalty, choices
ante values buy-out
Great Britain | Climate 62 TWh| 185 MtCQ | currently 6| House- | Innovative Penalty up Separate
Protection &| (EEC1) &/ lifetime electricity  and| holds action (max| to 10% of| priority group
Fuel poverty | 130 TWh| savings (~ 4,2 gas suppliers; (> 10% EEC2); companies’ | target;
(EEC 2)| MtCO,/ a)| 50,000 Demonstration | turnover Increasing
fuel (2008-2011) | customers); projects, flexible eligibility  of
standardised currently 6 measure priority innovative
lifetime suppliers group, microger technologies,
discounted; & chp (max e.g. micro-
(2005-2008) 12%; CERT) generation;
France Security of 54 TWh| At least 100 > 2400 energy Non- ~opérations Buy-out of| More than
supply, cumac/ TWh cumac/a| suppliers EU spécifiques* 0.02 €/kWh | 2000 supplierg
affordable 2006-2009 (electricity, gas| ETS obligated
energy heating &
prices, cooling (all
climate selling > 400
protection GWhly); LPG
(selling >100
GWhly),
domestic  fuel
(no threshold);
Italy Security  of| Initially: 2.9 | Expanded: 3.2 currently 75| Open- | Engineering Cost Electronic
supply, Mtoe/a by| Mtoe/a by| electricity and| ended | approach, recovery, trading
Kyoto- 2009 2009; 6| gas distributors energy initially 100 | platform  for
obligation, Mtoe/a by| (> 50,000 monitoring plan | €/toe, white
compensate 2012 customers); currently certificates
impacts  of 88.92 € per
liberalization toe

Table 1: Comparison of WCI Design Choice; own compilation



WCI in Great Britain

Agenda-setting

The British WCI was originally attached to the dieban the state’s role of providing energy
or energy-related services. The precursor of theeaott WCI was the so-called Energy
Efficiency Standard of Performance (EESoP) back984. It was targeting the household
sectors and therefore a market section which wayetoopen to competition. While it was
initially believed that no state intervention waseded to ensure a certain level of energy
efficiency (cf. e.g. Helm 2004), the scheme corgnhalso after completing the liberalization
of energy markets. When New Labour came into poavet the director general lost his
weight in the regulatory authorities, there wasift &1 responsibilities concerning this policy
instrument. It was then no longer the regulatoeeining the target, but the environmental
ministry. What was originally collected as a surgeaon the customers’ bill and then
accordingly spend on energy efficiency projectprnate households mainly with the help of
the Energy Saving Trust then fully turned into avreeheme. Cost-recovery was now matter
of the competitive market and the development ofjguts was left to the obligated actors, the
electricity and gas suppliers. The obligated paniere allowed to trade the obligation or the
energy savings among each other: the first Eneffjgiéhcy Commitment (EEC 1, 2002-
2005) marked the beginning of the British WCI. WNew Labour, the general focus of
energy policy objective shifted towards a strongerphasis on environmental and social
goals. EEC 1 was accordingly promoted both asnaaté policy instrument and an instrument
tackling fuel poverty by focusing on low-income Isetiolds. Over time, the focus of the
British WCI shifted further towards climate changeflecting the government’s strategy to
deal with energy policy under the auspices of danaolicy. The current scheme is named
accordingly ‘Carbon Emissions Reduction Target’ RTE2008-2011). An interviewed expert
put it like this: “It sort of wrapped from being @ogram aimed to targeting low-income
consumers to a climate change program that dogst tiaw-income consumers.”

Design choices and changes in Great Britain
The obligated actors in Great Britain are eledyi@ind gas suppliers. Under EEC 1, twelve

suppliers had an obligation. Since the beginningmfatization, the number of suppliers
decreased, currently only six suppliers have argatibn. With an increase in targets (from
62 TWh in EEC1 to 130 TWC in EEC and again a daugpbf the target in CERT to 185
MtCO, lifetime savings), suppliers complained that caamge becomes increasingly

difficult (Defra 2008). Accordingly, the threshold obligate a supplier increased throughout



the scheme from 15,000 to 50,000 customers in dadeake off a disproportional burden of
smaller suppliers.

The British WClI is targeting only households. Op tf this, a separate obligation requires a
certain percentage of savings (50% in EEC 1 andZEB0% in CERT) to be achieved by
implementing energy efficiency projects in the stled priority group to reach fuel-poor
people. Customers belong to the priority grouphiéyt are recipients of certain benefit
schemes (income or disability benefit or tax/pensiredits§. The definition of the group has
widened with entering into force of CERT in 2008s@ households with people over the age
of 70 are now comprised in this group. Further,gteplier may achieve up to 12,5% of their
priority group target by making use of a so-calfekibility mechanism which basically
increases the savings awarded for installing grosadrce heat pumps and solid wall
insulation by a certain percentage. In the conBatigorocedure some respondents claimed
that the flexibility mechanism factually reduces friority groups target to 35% (Defra 2008:
3). There were also calls (expressed in the caatsutt and in interviews) to take the priority
group out of the scheme and create a separate scteetackle fuel poverty. In 2009, the
ministry established an additional obligation farppliers and electricity generators, the
community energy saving program (CESP). The whalesh approach is aiming to reach
especially areas inhabited by low-income consunt&ERT has been amended in 2009. These
amendments lead to an increase in targets withPtlogity Group target remaining at 40%.
The government clearly expressed that it wantseepkthe fuel poverty target within the
schemé (DECC 2009: 1; 2).

Initially, the British WCI had a rather limited nlpar of measures with a strong focus on
insulation measures (Defra 2005: 11). While undéCEL, only savings attached to default
measures were eligible, under EEC 2, “Innovativeeitive” (including micro-cogeneration
<50kWel), meaning a 50% uplift for these measumsddbe counted towards up to 10% of
the supplier’s target (Ofgem 2005). This has begraeded under CERT. There are now two
types of “innovative action”, one is market tramgfiation action, the other is the so-called
“demonstration projects”. Similar to EEC2, marketnisformation are uplifted with a 50%
factor for Micro-cogeneration and solid wall ingigda, or for any measure not included under
EEC2 or CERT. Demonstration action accredits savittgough new types of measures
including behavioral change. Innovative actionapmed at 6% of the overall target (or 8% if
at least 2% are fulfilled via Micro-CHP) (Ofgem B2). Further, some changes are made
with regard to the saving value of certain measusesne kind of CFLs and big IDTVs are

not eligible to count towards the target anymadne,gaving for cavity wall insulation has been



lowered, and an uplift factor of 50% has been ohikeed to solid wall insulation instead. The
latest amendments of 2009 are again expandingleieifity of the scheme. The cap for
innovative action is now set at 10 respectively 1R%reover, two more measures are added
as qualifying actions: real time displays and hamergy advice packages (Ofgem 2009a). In
sum, the scheme developed from a rather narrowllgred scheme into a more flexible

scheme, giving increasing room innovative actiobeggranted with savings.

First outcomes in Great Britain

Targets and Measures
Reports on the British WCI agree on its success@Ne®08; Lees 2008, Ofgem 2008; Eyre,

Bodineau, Pavan 2009). The overall target of EERad been overachieved, including the
priority group’s target. 56% of the savings haverbachieved through mostly cavity wall and
loft insulation (Ofgem 2005). The patterns of impknting savings did not change
significantly throughout EEC2: The targets were imgaverachieved (187 TWh in total)
including the priority group’s target. Around 2/3 the savings have been achieved in gas
(EEC 1: 44%), another third (EEC 1: 49%) in eledtyi (foremost insulation in electrically
heated properties, CFLs, and efficient applian(@$yem 2008b). Alimost one quarter of the
EEC 2 target was achieved by the savings surptus EEC 1 (Ofgem 2005). Almost 60% of
the new savings have been achieved through insnlatieasures, but also lighting (12%),
appliances (5%) and heating measures (7% inclu@iig) have been implemented. Around
1,750,000 households benefited from loft insulatiby00,000 benefited from cavity wall
insulation. Lighting measures consist of 100 milli€FLs and luminaires as well as of
approximately 370,000 other lighting measures. Ag pf the heating measures, around 2
million A-rated boilers have been delivered throoghEEC 2. 64% of the 22 million efficient
appliances have been delivered through innovattiera while no supplier reached the 10%
cap of innovative action (Ofgem 2008b). Some of sppliers were more interested in
innovative action than others. This caused theallagton of micro-CHP and savings due to
consumer electronics (A-rated appliances and lasgeed integrated digital televisions)
(Ofgem 2008b). The Office of gas and electricitgrkets (Ofgem) calculated that savings
losses due to the uplift factor do not exceed AhTChanges in the design (e.g. uplift factor
for solid wall insulation, reducing savings for @gwvall insulation, cancelling of eligibility
of certain CFLs and big IDTVs) influenced the sugs’ choice to carry certain kinds of
savings over to the next scheme in order to mak& nfdhe savings out of their measures.



Routes of Delivery and Trading
Different routes of delivery have been observedeuride British EEC. According to Ofgem,

the most successful delivery route has been thrdiglt contact with the customers. British
suppliers also promoted measures with social hgusiaviders, retailers, and manufacturers.
Another important synergy that emerged is combitinggprojects under EEC with the Warm
Front Schem® designed to alleviate fuel poverty. Working in peation with boiler
manufacturers helped to transform the market: amegulation required the installation of at
least B-rated boilers. The suppliers helped pramgotind installing A-rated boilers instead
(Ofgem 2008b). The big share of the measures welreeded by ‘market push’ and not by
‘demand pull’ as Ofgem concluded in its reportiie government. Still, they observe the start
of an increased consumer demand for energy effigieiue to higher energy prices and
environmental awareness.

The overall (horizontal) trading activity remainémlv, if not negligible. Still, competitive
biddings to subcontract insulations measures hakent place creating a market value for
insulation measures and leading to foremost long-feartnerships (Mundaca, Neij, Labanca,
Duplessis & Pagliano 2008; see also Radov, Kle¢n8srrell 2005).

Framing the WCI: From Re-regulation to Climate Change
Understanding the processes of agenda-setting esigrdchoices by taking into account the

expert interviews, the framing of the WCI in Britathanged throughout the system. Initially,
the discussion was whether or not an interventma ihe liberalized markets was desirable
and necessary. In the light of first results ancergimg problems in the newly liberalized
energy markets (e.g. price burden laid especiatiytiee residential customers) it was felt
necessary to re-regulate for the sake of energgieity improvements (Helm 2004).
Introducing an additional obligation for the soledl priority group signifies the rather
interventionist approach of the government. Movibpgyond agenda-setting, the overall
objective of the scheme shifted increasingly towaddimate change. Evaluations and
presentations of the scheme by Ofgem and the goesrn over time find stronger
expressions for the urgency to act under the unaboélclimate change. This is reflected in
the overall structural changes of the ministried #reir responsibilities. It is also reflected in
the changing design choices. The first WCI targe¢se expressed in final energy (TWh)
savings. CERT targets are now counted irnp €&vings. With a change in focus, the flexibility
and openness of the scheme changed as well. Npstaridardized measures are eligible but
the percentage of “innovative action” increasedhdily. The consultation towards future
supplier obligations as well as the expert intemgigevealed that actors among all groups



even asked for an overall cap and more flexibilifthin the scheme to achieve the target

While being rejected once, the introduction of Byffledged white certificates market came
onto the government’s agenda again. These appreaiheat achieving high quantities of
carbon savings. They attach comparatively lessgroitance on the additional values of
energy efficiency projects.

To cut it short, the initial design choices weré¢hea restrictive. In an incremental way it
allowed suppliers for a diversification in strategiioice. Especially recent changes in
objectives and framing of the policy instrumenttlire light of climate policy provided the

suppliers with a lever to argue for a more flexisbheme.

WCI in France

Agenda-setting

Agenda-setting in France is a little less obvidwntin Great Britain. On the one hand, it has
been established by the adoption of the generalggrnfeamework law, the so-called “loi
pope” of 2008°. This legal framework was set up in order to pargeneral energy policy
goals, i.e. enhanced energy security, affordabéeggnprices, and climate protection. On the
other hand, French expert repeatedly stressedhbdocus of the French WCI was meant to
be less broad. In a meeting with staff from theustdy ministry, Francois Moisan from the
Agence de I'environnement et de la maitrise deefgie (ADEME) came up with the idea to
introduce the WCI as a policy instrument that wlale &0 reach the diffuse potential of energy
efficiency. The scheme was not meant to tackle atkmchange. Rather, importance was
drawn to save electricity from nuclear power. Irvesal interviews and on conferences,
representatives of ADEME emphasized that the pahsyrument has never been seen as a
carbon abatement tool. Moreover, no great impoddras been attached to the trading option
within the scheme and even less to the potentidletantegrated in the European carbon
market. In addition, all French experts highlightiat this policy instrument is basically
meant to target private households. Examining resaf parliamentary and senate debates
reveal, however, a different picture. Here, thagyinstrument was basically promoted as a
marked-based policy instrument in line with otherdpean approaches to tackle climate
change. Phrases like “Market, that's freedbhtitave repeatedly been utilized in the readings
of the French general assembly. Also the senateisBfons have been characterized by rather
ideological statements. Referring to its applicatia the UK, the advocates point to the
instrument's compatibility with liberalized energyarket$?. It was promoted as a policy

instrument suiting the zeitgeist of European pohegking — something that France urgently



needed to show being the country well-known foriliteeralized energy markets. Nicolas
Sarkozy expressed the necessity for an intervenhothe light of opening of European
Energy Markets in 2004 in order to prepare Franceliional champions’ EDF and GDF for
the competitive mark&t Patrick Devedijian, at that time delegated mimist® industry,
expressed his understanding of the new policyunsént in the senate discussions as follows:
“What is the purpose of this mechanism? It is astjoe of achieving reductions in GO
emissions. For this matter, quotas are fixed tarbmially reached, a reduction targeting these
emissions. (...) The origin of that G@&missions reduction in the stratosphere does not
influence the greenhouse effect! What is of impw&a however, is that there are fewer
emissions and that this amount of fewer emissioilsb& respected. (...) Thanks to the
market, we realize this ‘equality’ since the marisean instrument of ‘equality™*

Especially throughout the expert interviews it bmeeclear that it was a strategy to promote
this policy instrument as a market-based policytrimeent opposed to hierarchical
intervention. One expert put it very frankly: “ltfer the marketing of the instrument. Some
people from the government and industry didn't I[yeainderstand the instrument. At the
moment, it is more easy to discuss about marketebasstrument, they have the impression
that it's less regulation, but it’s just regulation

Going beyond the framing as market-based policyrunsent, all French experts agreed that
this was a very new policy instrument in Francevds generally perceived as an innovative
approach to steering in end-use energy efficiengygétting energy suppliers involved in

actually carrying out the projects.

Design choices and changes in France
In France — like in Britain — the obligated partea® energy suppliers. The structure of the

obligated actors differ, however, significantly rimothose in Great Britain. By including
heating, cooling, liquefied natural gas (LNG), addmestic fuel suppliers, the sum of
obligated actors adds up to around 2400. Howewdy, tavo suppliers — EdF and GDF Suez —
have to fulfill around 80% of the tard@t Initially, it was not intended to include domesti
heating oil suppliers. There were, however, voreesed within this group of actors asking for
an obligation. The size of the domestic heatingsoibpliers varies substantially with big
suppliers like Total on the one hand and sole tradsiness on the other hand. Since there is
no minimum threshold for this group, also very drappliers have an obligation. To account
for the voice of smaller suppliers, “Ecofioul”, @w association of domestic heating oil

suppliers was founded in 2005 to help heating $uebliers to comply with their target.



The scheme started with a comparatively low ta(§¢TWh cumat®/3years). It is indicated
that the target for the next commitment periodrtstg in 2010)" will be significantly higher
(at least 100 TWh cumac per year). Apart from asprstatement by the environmental
minister Borloo, there is, however, no official dowent confirming this number yet.
According to this press statement, all fuel supplig.e. the whole transport sector) will be
obliged under the future scheme. Further, the Wiall dinance actions against fuel poverty,
programs to educate professionals in the buildiegtas, or low-carbon vehicles. On the
website of the so-called Club CPE a subunit of theAssociation Technique Energie
Environnemen{ATEE)®, it is stated that the scope of eligible measigesidened including
less ‘material’ projects. This suggests that theri scheme is not bound to savings due to
technical energy efficiency improvements only, all also account for savings through
behavioral changes.

Trading of white certificates among suppliers aetiMeen suppliers and third eligible actors
such as local municipalities and companies whosm rasiness isot related to energy
efficiency (ESCOs are not eligible to generateiteates under the scheme) was possible in
the first phase. The future scheme will most prbpaxclude companies other than the
obligated parties from eligibility and restrict tlaetivity of public authorities to their own
territory (Bodineau 2009). Trading is only allowbtiaterally, it takes place on the “Emmy”
trading platform’.

There exists a rather extensive list of standaddireasures which is constantly revised and
updated. It comprises more than 130 measures itaggetostly but not exclusively the
household sector (residential buildings, publicldiogs, grid, industry, transport). The
baseline has been established with reference t@vibeage installation (and not the more
ambitious market average). According to expertsrelare currently ambitions to simplify the
administration of the scheme significantly sincevds unexpectedly complex in the first

commitment period.

First outcomes in France

Targets and Measures
A recent press statement from the environmentalsteinBorloo, “announces the success of

the energy efficiency certificates and the expansb the current scheme conform to the
direction given by th&renelle Environnemeh{MEEDDM 2009¥* [accentuation added]. As
in the other schemes, also the French WCI has dedethe required savings in the first
commitment period. Th®irection Générale de I'Energie et du CliméDGEC) publishes

bimonthly a newslettéf on the progress of the WCI in terms of achievednss and general



updates of the scheme. In total, 877 decisions baea made, awarding savings of 60TWh
cumac to 195 beneficiaries. Most of the savings.55BWh cumac) have been realized

through standardized measures. Only 1.5 TWh cunsae granted to savings resulting from

non-standardized measures, the so-called “opegspgcifiques”. There has been a strong
focus on the residential building sector, where888.of the savings have been achieved.
Another 3.8% have been achieved in the buildingsheftertiary sector, industry projects

amounted to 6.5%. Almost half of the measures Haeen achieved by different types of

boiler replacements. Around 11% of the savings dtem heat pumps and a little more than
10% from insulation measures. Electric motors asponsible for 2.6% of savings (DGEC

2009Y%3,

Routes of Delivery and Trading
The big suppliers EDF and GDF Suez worked out thein strategies to comply with the

target and developed their own programs, stronglying on a network of (newly
established) partnerships. These companies areraligntaking several routes to deliver
savings. EDF launched a big media campaign adiegtiss energy efficiency brand “bleu
ciel”. According to an expert the aim of the cangpawas that 60-70% of the population saw
the new logo at least once in a period of six month

A study conducted for ADEME (MEEDDAT 2009) concledinat most of the suppliers offer
some kind of advices at least through their webpddany suppliers carry out energy
assessments with their own staff. A widespreadaagmbr is the provision of low interest loans
(1-4%), sometimes grants of up to 1,000 Euros eveigied by suppliers. Instead of financing
whole measures, the role of EDF was in many casegsige customers’ awareness, providing
them advice, and point to existing tax credit sceenChanges in the suppliers’ strategies in
order to make use of existing tax credits couldbserved. It is, however, the role in taking
up the tax credits with the help of WCI is not eglif clear (Bodineau 2009).

Little trading of certificates has been observedtilJanuary 2009, the registered trading
volume amounts to 1.4 TWh cumac — less than 3% efowverall target has been traded as
white certificate. The average value of a whitetifieate in these transactions was 0.32
cEuro/kWh cumac and therefore much below the buypoige of 2cEuro/kWh cumac. The

price range was between 0.3 and 1 cEuro/kWh cuBadiieau 2009).

Framing the WCI: Business Opportunities
Those designing the French WCI — especially reptesges of ADEME and the industry

ministry — were clear about the focus of the politgtrument (tackling diffuse potential in the

households sector). They were framing this poliegtrument as an innovative mode of



steering by making use of market forces and acoghdicreated white certificates as a
tradable commodity. On the one hand the architeictee scheme succeeded in framing the
policy instrument according to the current polikicdiscourses: market-based policy
instrument seemed to be ‘en vogue’ among politeiainthat time. For the companies, policy
architects analogously promoted the policy instmihas ‘business opportunity. On the other
hand, they aimed at designing a rather well regdlagacheme: One result of the expert
interviews was that those implementing the tradipgon claimed to know already at that
time that trading would occur only to a minor extéhat all). They said that EdF announced
in the negotiations not to buy certificates butrgarut projects on their own. The sum of the
expert interviews also revealed that big energybews EdF and GDF Suez played a major
role in defining eligible measures and the basdligiermining the default saving value in the
process of design choices. They took influence dgyotiating through the association ATEE
and on their own. Seen this way, design choicdsateélready the range of strategic choices
envisaged by the big (mainly state owned) suppledteough the suppliers followed different
routes in complying with the target. What appearbé a flexible scheme in terms of offering
many strategic choices has less practical relevamgeplementation. In addition, the design
choices reflect the administrations attempt todmivn administrative costs and to set up a
clearly regulated scheme. Well regulating more tha@ standardized measures and changes
to reduce the number of eligible actors can bepnéted in this light.

Following the expert interviews, it was widely l@sled that this scheme would present to a
certain extent a business opportunity. One expdritpgike this: “it was found that there is a
lot of what we call opportunities for developméfit’A representative of an obligated actor
admitted that his company was more optimistic ia theginning and did not expect the
scheme as complicated as it turned out t0.bEhe measures taken by the obligated actors
also reflect the additional value these measuest@ached to: Advertising brand names in a
market which will sooner or later face full competm or changing boilers to ensure that
customers will stay dependent on a certain tydeealfare only two examples.

Some expert also explained the request of dombastating fuel suppliers to be part of the
scheme with these “business opportunities” attatbede energy saving measures. However,
according to another expert, this request has tedam in the context of preferred policy
instrument alternatives: Domestic heating oil sigsplpreferred the white certificates scheme
over a tax.

However, some paradoxes remain. To pursue thetolgeaf tackling residential houses, one

would not need to include measures in the transaodt industry sector. Also the current



changes to include all fuel suppliers suggest thatpolicy instrument is wider in its scope

than initially intended. Restricting on the one thahe number of actors, but accounting on
the other hand also behavioral change in the fidoheme is not entirely consistent either. A
structural shift placing the responsibilities fhetscheme to the environmental ministry may
explain the latter changes. It is however beyordsttope of this paper to further speculate on

these changes.

WClI in Italy

Agenda-setting

The introduction of market-based policy instrumetatsupport both, renewable energy and
energy efficiency have to be seen in the wider exdnof reform efforts of the centre-left
government®. Part of this process was the Bassanini decrd®@8 which attempted to lead
towards more deregulation, privatization and e-govent — weaknesses of the traditional
command-and-control approach were to be left belfdECD 2001). The legal basis to
implement a public service obligation has beentsethe two decreés transposing the
European Directives on liberalization of the enenggrket®. With two ministerial orders in
2001 the government decided to impose a publiaeeobligation on companies distributing
electricity and gas to save a certain amount oftetity and ga$. These Decrees already
established the overall energy saving target fer d@lectricity and gas distributors back in
2001. After technical revision throughout the yea@®2 and 2003, two new Ministerial
Executive Orders were adopted in July 2004 so ttieatso-called white certificates scheme
entered into force in January 2005. It was aboetshime time that the Italian government
decided to introduce “green certificates” as a supmechanism for renewable electricity.
According to an expert who was already working dmtevcertificates at that time, this was
most probably the reason, why white certificatesewi@troduced as a means to promote
energy efficiency as well: “I just think that theyanted to follow the same direction, in other
words to use a market-based mechanism in ordeontbine the certainty of results of an
energy efficiency obligation with the economic ei#ncy of a market-based instrument.”

In presentations, reports, and on the official wekson white certificates, it is usually
referred to three main drivers of this policy instent: Italy’'s Kyoto Commitment,
compatibility with liberalization of energy marketsecurity of supply. Talking about the
drivers of the Italian WCI, it basically showed thiais not so much that expefelievedin

the carbon reduction potential of this policy instient. They rather believed that this would

be a tool toshowthat Italy is doing an effort to comply. One expeut it as follows: “Italy



accepted in a way or in another fully Kyoto, to dakese targets. Then we have to show to do
something to attain them.” Other experts confirntteat there was no clear objective but a
mix of showing compliance, simply “delivering engregfficiency” or security of supply. On
the contrary, three Italian experts were explicifyying that this igot a policy instrument to
reduce carbon emissions. The following collectibwaices from Italian experts summarizes
the main issues raised: “minimizing economic cqstfie main driver in my opinion is
security of supply. You know, in Italy, we don’tyeaoil. Then we are completely subjected to

import.”, “the policy is not specific (...), histoally, it was created as a part of the package
instrument, to make lItaly respect to obligatiortted Kyoto protocol”, “the fashion of market
mechanisms in Europe and in Italy particularlyhe &nd of the 90s (...), a fashion that has
hitten more the centre-left than the centre-righ§’ for the authority to respond Kyoto”, “this
accent on White Certificates was put because ofdéa of trading. And this was in its turn
due to the liberalisation of energy markets (0. mhat everyone hopes, | think, is basically
that this system would allow to achieve the savanget at least cost”, or “the ministry of
economic development and the energy and gas atythwdre in favour of the market
mechanism”.

This collection of voices also shows that whileitad) about objectives, actors strongly attach
the modes of action (market/ trading) to substhonbgctives (security of supply, compliance

with international and European commitments).

Design Choices in Italy
Italy is the only country where gas and electriaiigtribution companies (initially with

<100,000 customers) are obliged to carry out emrd-esergy efficiency projects. The
architects of the scheme — basically the regulatrhority® — integrated trading via an

»*! into the

electronic market platform operated by tBestore del Mercato ElettricQGME
scheme. By allowing third actors, in particular EyeService Companies to generate white
certificates and sell them to the obligated actdrsyas hoped that the obligation could be
fulfilled in the most cost-efficient way.

Distributors, operating in a non-competitive enuimeent with tariff regulation, were initially
granted a cost-recovery of 100€/toe after provimgrtsavings. The money is collected via a
tariff surcharge.

Designed as an open-ended scheme, in additionetstdindardized list of measures, other
measures such as small photovoltaic and cogeneratid projects requiring (some) on-site
measurement are principally eligible to count taigathe target. There are three types of

certificates in the Italian WCI, one certifying elgcity savings, one certifying gas savings,



and a third type certifying other fuel savings. Slebrresponds to the initial differentiated
obligation: each distributor had to fulfill at l1¢aS0% of its target by energy efficiency
measures targeting the fuel type it was distrilgu{ire. gas distributor, had to realize at least
50% of their targets via reductions in gas consionptelectricity suppliers in electricity

respectively).

Referring to the shortcomings of the market, Italeectricity and gas regulatory authority
changed some design choices through a ministegaleg in December 2007 and the
subsequent amendments by thetorita per I'energie elettrica e il gaAEEG) throughout
2008. First, the ministry raised — in response EEA&S recommendation — the overall target.
The new decision changed targets of the ongoingbtment period and establishes targets
until 2012 with an automatic adjustment mechanisncase of oversupply of the target.
Second, the targets are no longer bound to thed¥pertificate. This was meant to raise the
overall certificates price and incentivizing a mdigpid certificates market. Third, lowering
the minimum threshold for distributors to be obleghunder the WCI to <50,000 customers
lead to an increase in obligated actors from 3@rtund 70-75, also at the supply side new
market actors are now eligible to generate whitéfwates. In order to better understand the
trading interaction, also bilateral trading acvitas to be made more transparent and each
trading has to be recorded on the register. Faéimalty has been revised and simplified,;
banking has been extended until the end of 201#alllyj the cost-recovery was lowered to
88.92 €/toe and it is now also to be granted fpetill savings which have formerly been

excluded from cost-recovery.

First outcomes in Italy

Targets and Measures
A press release, based on the third annual repothe Italian WCI in Italian language

(AEEG 2008), summarizes the main results (AEEG 208@cording to this report, the
system is “recording very positive results” witlvisgs exceeding 2 Mtoe by the end of 2008
assuming carbon savings of 5 million tons. In teohsealized measures, over 800,000 low-
consumption appliances, 21 million "high efficiehdight bulbs, and 230,000 Trof solar
panels for hot water production were installedtatian households. These measures targeting
households make up to 80% of savings.

The remaining savings have been realized in impgvindustrial processes through
“hundreds of new electric motors and frequency lagus, as well as dozens of cogeneration

systems”. Finally, measures have also been impledeim the public sectors, mainly by



replacing 420,000 lamps and installing automationsumption-reduction” regulating
systems.

The authority recovered costs of 100 million EurO$fsetting the certified savings against
the costs, the authority estimates that the savagseighed the costs 9 to 14 times. This is
however only true for those customers who direlotigefited from a measure. There exists no

number of how many households actually profitednftbe measures.

Routes of Delivery and Trading
Interviews with company representatives involvethie mechanism (either as obligated party

or as ESCO) showed that in practice, the energyilulisors had limited strategic choice.
They are in practice bound to buy certificafes

Most of the trading activity has, however, beeateital so far. Especially in the beginning the
trading volumes on the electronic market platforavenbeen rather low (cf. Mundaca et al.
2008). Through long-term contracts smaller obligatactors minimized search,
administration, and transaction costs while beingrgnteed prizes below the cost-recovery.
The prices for the certificates were rather lovtha end of the second year (~30€ for type |
certificates). Every month a certain amount ofiiestes have been traded bilateral at prices
between 0 and10 € every motith

Medium-term contracts were made with project dgwets. The prices for white certificates
were not much below the 100€ flat cost-recoverygased toe (expert interview). According
to another interviewee, more than 1700 businesr@nges asked for being recognized as an
ESCO, while only 100-120 ESCOs have been activelivering energy savings to generate
white certificates. To prevent a flood of unqualfi companies entering the market,
companies who want to participate in the market nmave to show their proficiency.
Currently, 336 parties are admitted at the regigtilateral trading and via GME market

platform) and 261 market participants (trading GME market platform) are currently
listed®.

Italian experts observing the ESCO market conclutied the profit margin seems only to
attract certain medium-sized ESCOs. Bigger indepetiti ESCOs complained that the
market was too small. ESCOs are only paid for ggvihat are below this flat cost-recovery
unless the cost-efficient potential is fully tapp&@r small ESCOs, becoming active on the
white certificates market seems to be too costigesit implies high administrative burdens
such as search costs, registering on the electmaiket platform, and documenting the

saving projects.



Framing the WCI: Trading
During agenda-setting, no single clear-cut objectseems to be pursued by the policy

instrument. To follow the diversity of objectives, market-mechanism was believed to be
adequate. It was perceived as the most cost-aeféeatiay of steering energy efficiency
improvements. Especially the Italian regulatoryhauty AEEG followed the idea of creating
a market-based policy instrument based on tradingias believed to be compatible with
principles of liberalized energy markets.

Since first results revealed that the mechanismmweasenfolding the whole range of market
features such as trading activity and liquidity,imhathe mode of action has been subject to
design changes. Accordingly design changes have besle in order to raise the overall
TWC price to minimize the risk of windfall profitép make the market more liquid and to
enhance especially trading via the electronic ntgplaform (cf. also Eyre et al. 2009). Also
the press release on first results of the ItalialClWemphasizes the importance of
“guaranteeing the economic efficiency of the inoent also through a growing use of
"Exchange” trading” (AEEG 2009).

In practice, the open-endedness of the schemelsesaae flaws: On the one hand, the WCI
was designed as a very open-ended scheme. Theref@m® small PV and cogeneration and
projects requiring on-site measurement are pritigigdigible to count towards the targt
The expert interviews revealed, however, that seridelays in administrating the scheme
leave the obligated actors uncertain as to whetinenot their projects can really count
towards the target. It was said that the projegiliegtion are somewhere stuck in the
ministries. Thus there seems to be a lack in capardeal with the entire range of flexibility
of the policy instrument.

Also the decision to oblige actors operating in omlies and allowing for a flat cost-
recovery does not necessarily incentivize most-efisttive measures. Rather, the cost-
recovery encourages windfall profits — the instrati@comes subsidy-like. Also some other
design choices and Italian particularities (elibfipiof early action since 2001, parallel access

to tax credits) underlay some general flaws ofstieeme.

The major representative of the Italian WCI, Malc&avan from AEEG, expressed her view
as follows (Pavan 2009): “if you choose a markstrument, leave the market work without
(deliberately) distorting market forces” (efficigni)cand “promotion of investments also in

technologies with long lasting effects” (qualityhis shows well that on the one hand, there



is a strong focus on the mode of action, i.e. ecimgneconomic efficiency through trading.
On the other hand, it is acknowledged that eneffigiency projects are always attached to
gualitative savings. “The system promoted a bigagrof information to consumers, and thus
of a greater awareness about energy savings, antiedslement for developing the most
efficient technologies.” (AEEG 2009). Some intewveal experts disagree on these claims. On
the contrary, they were complaining about the iiwisy of the scheme making it much more
complicated to reach the final customer. This mbpbly even more the effect in Italy, since
those who are carrying out the projects do not galditional benefits from big advertising
campaigns promoting brands. This paradox has nobgen solved in the Italian case by
focusing mainly on ameliorating on the mode of @ttiHowever, this remains somewhat
speculative and sound guantitative evaluations laille to be carried out in order to verify

this hypothesis.

Comparison and Discussion
Agenda-setting in all three countries has its arigithin the overall frame of liberalizing

energy markets. However, the policy instrument$ nvithin this frame is understood in
different ways.

In Great Britain, the WCls precursor EESoP wasioaidy introduced in a market segment
not open to competition. Later, the introductiontled EEC was understood as re-regulatory
intervention. The scheme became increasingly flexaoth a change in focus towards climate
change.

In Italy, the policy instrument was introduced fmowltiple purposes but justified as being
compatible with liberalized energy markets. Buttéasl of drawing on the possibilifyto
impose a public service obligation on those maakgdrs exposed to competition, the Italians
decided to impose an obligation on distribution pames under tariff regulation. The
mechanism was especially convincing to the policshidects because of its (perceived)
economic efficiency. To enhance economic efficierdgsign choices encouraging trading
became increasingly important. It can be arguetitthding became a goal in itself. Although
the link between trading and compatibility withdialized energy markets is nowhere clearly
expressed, these two arguments are very often omextitogether and suggest that it is
believed that a mechanism imitating market forcesiitomatically the most cost-effective
solution and therefore most compatible with libeesd energy markets. Finally, the French
WCI has been implemented in a country lagging lekhimeralization efforts compared to

other European countries. It has been strategi@lertised to (and by) politicians as a



market-based mechanism to show compliance with gaao trends of regulation in
liberalized energy markets. The design choices,pthigical process of determining design
choices, and finally some experts’ statements sigthat the French WCI enforces and
facilitates the state owned incumbents to stremgtheir market position in providing energy
efficiency measures including energy services amgsalidate customer tie. In short, the WCI
is framed as “business opportunities” for the (lsigppliers in France.

The framing allowed supporting a variety of purmosmder the scheme and therefore to
satisfy sometimes diverging interests. Howeverjgheshoices lead to inconsistencies and
paradoxes. These are also reflected in evaluatmas reports, mainly highlighting both
guantitative and qualitative benefits:

In all three countries, the targets have been aaed and national reports present their
scheme as very successfuln addition, these reports suggest that ben#fitsugh savings
always outweigh the costs of the scheme (NAO 20B8;2006, Lees 2008, Ofgem 2008;
Eyre, Bodineau, Pavan 2089Pavan 20095. Yet, the results have to be interpreted carefully
since the quality of available data and the degfesdditionality are not entirely transparent.
First, savings may officially be overachieved ewvathout practically not saving energy (due
to rebound effect, due to low baselines and notstarification of additionality, etc.). Second,
if factual savings can actually be attributed te IWCI is not always clear. Especially in
France and lItaly, where tax credit schemes arellplaevailable, the effect of the WCI is
difficult to separate. What seems however be dtetirat WCI had at least a catalyzing effect.
Third, the reports were mainly made by organizati@ctors who are heavily involved in the
scheme, mostly in administering the scheme. Egtirelv structures have been created for the
scheme. If the WCI turns out to be a failure, @gitimization would diminish and set into
guestion the existing of these structures.

All three countries increasingly point to the qtatlve benefits resulting from energy
efficiency projects. These include the activatidrenergy service markets (in Italy with the
help of ESCOs), the general market transformatawatds more efficient appliances and
products, the activation of all kinds of actors agohe energy efficiency supply chain (such
as manufacturers, installers, social housing companetc.) through partnerships. In
activating these actors, public awareness is badieto raise and those administering the

schemes hope for an increase in behavioral chagesll.

Finally, especially in Great Britain and increasingn France, there is a shift in objectives

reflecting the trend to understand energy efficyeimcreasingly within the discourse of



climate protection. This is reflected (to differesegrees) also in design choices in these
countries. Looking at detailed design choices rekieavever, that pursuing several objectives
lead to paradoxes and inconsistencies in the scheme

Conclusion and Outlook
Factors driving policy instrument choice are malifolrhey range from path dependent

regulatory traditions to interests of powerful astopursuing their own agenda and
accordingly influencing decision-making. The ramjeexplanatory factors will be addressed
in full length in the dissertation — the umbreltaject of the underlying paper.

This paper focused on the importance of framin@genda-setting and design choices by
analyzing the matching of frames, purposes andiéhdesign choices.

It has been revealed that the framing of the pahsyrument has actually had an influence on
instrument choice. But further following the prosed making design choices reveals that a
mismatch of frames with (hidden) purposes and nemierging objectives are accompanied
with paradoxes in design choices. One the one htusl,very flexible hybrid instrument
allows for the persistence of structures. They iperdespite paradoxes, tensions or
inconsistencies that they are implicitly supportangd that sometimes developed a dynamic
on their own. Both, the problem (energy efficieney)d the policy instruments (market-
based) have been attached to terms that can bestomtk in very different ways and can
therefore be framed differently. On the other haddubts appear regarding the overall
efficiency and effectiveness of the scheme. It $etadthe hypothesis that the effectiveness of
the scheme is watering down if no sound control\ardfication tools and capacities to carry
them out are available. Without sufficient capastithe diversity of interest may not only
lead to make the scheme less effective. It may é&edm certain actors to follow their own

agenda — which is not necessarily the agenda ajeheral public.

This policy instrument certainly has some effentachieving its purposes, at least catalyzing
some sort of market transformation. Qualitative dfés seem to be more important than
initially expected. If qualitative benefits occunadto maximizing the flexibility provision of

the WCI is not entirely clear. Trading of white tigrates seems to be no success factor,
especially if qualitative benefits are attachedthie savings. There is, however, a strong
necessity for independent evaluations of the ouésotaking into account weighing factors,
eligibility of early action, baselines, market tsfmrmation of certain goods and other

incentives to save energy outside the WCI in otdedisentangle the outcomes that can be



attributed to this new policy instrument.
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