
Industry and buildings account 
for over 70% of total commercial 
energy consumption and 85% of 
electricity consumption in Asia. Yet 
ADB support to manage energy 
consumption in these two sectors 
is a mere 4% of the overall clean 
energy portfolio. In line with 
Strategy 2020, ADB is expected to 
move to a more balanced portfolio 
of supply-side and demand-side 
energy efficiency improvement 
interventions.

Gross domestic product (GDP) has grown remarkably in Asia and the 
Pacific over the past few decades and is expected to outpace the world 
in coming years. Its rising share of GDP is expected to make it the largest 

energy-consumer in the foreseeable future. Unless the Asian Development Bank 
(ADB) and its developing member countries (DMCs) encourage measures to 
contain energy consumption, risks related to energy security and climate change 
will mount.

In addition to affecting changes in the economic structure (for instance, reducing 
the share of industry in the overall GDP), the options available to contain 
energy consumption are the improvement of (i) energy supply-side efficiencies 
(by reducing energy losses in the supply chain), and (ii) energy demand-side 
efficiencies (by consuming less energy for the same level of service). Energy 
efficiency improvement is recognized as a highly cost-effective alternative to 
increasing energy availability; a megawatt of power capacity saved (e.g., by 
retrofitting energy-efficient industrial equipment) costs about half that of adding 
equivalent coal-fired power-generating capacity.

This evaluation focuses on energy efficiency investments in industry and 
buildings, and provides information on how it may further support energy 
efficiency improvement on the demand side.

Key Lessons
Based on the study, two key lessons are identified that can enhance ADB’s 
participation in demand-side energy efficiency initiatives, and that could help 
improve the design of demand-side energy efficiency interventions.

Promoting commercial financing of energy efficiency investments in 
industry and buildings. Such investments could be encouraged by bringing 
together two very different communities: commercial banks, which normally 
have strong financial expertise but inadequate technical skills, and energy service 
companies, which are normally technically well qualified to implement at least 
one type of energy efficiency project but very likely lack financial strength to 
finance more than a handful of such projects. The risks perceived by commercial 
banks for financing energy efficiency initiatives could be mitigated with energy 
efficiency interventions that comprise (i) lines of credit dedicated to financing 
projects that qualify as energy efficiency investments, and/or (ii) partial credit 
guarantees through which a commercial bank shares part of the credit risk with 
ADB or another credible guarantor. Such energy efficiency interventions could 
also include a capacity development component, which would help banks 
enhance their understanding of energy savings from and costs associated with 
energy efficiency projects. This would also allow energy service companies to 
gain a better understanding of the requirements for bankable projects.

Facilitating energy efficiency improvements in specific energy-user 
categories. ADB could help DMC governments design and implement a large 
variety of energy efficiency projects targeted at improving energy performance in 
specific sectors or segments. For instance, in facilitating market penetration of
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energy efficient appliances, ADB interventions could focus on (i) setting or 
upgrading minimum energy performance standards and suitable labeling programs 
for specific appliances (used in households, public services, and commercial 
establishments) and industrial equipment, (ii) setting up or equipping existing 
private and public sector laboratories for appliance and equipment testing, and 
(iii) enhancing the skills base and creating institutional capacity for a credible 
verification and enforcement mechanism. Similarly, in encouraging construction of 
energy-efficient buildings, ADB interventions could focus on capacity development 
in concerned government bodies to enhance the skills base and institutional 
procedures and to create a credible mechanism for verification and enforcement of 
the energy-efficient building codes.

Key Findings from ADB Experience
n Energy pricing and other market imperfections need to be addressed to 

propagate energy efficiency investments.

n Appropriate energy use measurement and verification systems must be 
incorporated in the project design.

n Concerted effort is required to ascertain that lines of credit extended for 
industrial energy efficiency actually support energy efficiency subprojects.

Key Findings from Experiences of Other Development 
Partners
n A diagnostic review of the local institutional environment is required for the 

design and development of energy efficiency delivery programs.

n The efficacy of lines of credit and partial credit guarantees for energy efficiency 
investments can be enhanced with technical assistance support for energy 
efficiency project origination.

n Partial credit guarantees can encourage commercial energy efficiency lending.

n Energy efficiency programs are best implemented by aligning their objectives 
with the business approach and market development strategies of financial 
intermediaries.

n An exit strategy for the development partner is critical.

n For propagating energy efficiency measures that target specific end-user 
segments, certain design principles must be observed, and the capacity 
development effort needs to be strategic and long term.

Considerations Going Forward
According to Strategy 2020, to meet growing energy demand in a sustainable 
manner, ADB will help expand the supply of energy as well as “promote energy 
efficiency through supply-side and demand-side measures.” It is therefore 
expected to move towards a balanced portfolio of supply-side and demand-side 
energy efficiency improvement interventions. ADB has begun supporting some 
standalone, demand-side energy efficiency projects in recent years—support for 
such projects could gradually increase in the next several years in response to 
client demand and rising expertise in preparing such interventions. ADB may also 
offer policy advice and technical assistance to help DMC governments establish 
a suitable regulatory and institutional environment that encourages energy 
efficiency investment in end-use sectors. Technical assistance may also be targeted 
at public and private sector players for subregional cooperation in specific energy 
efficiency measures, for instance, building energy codes, minimum performance 
standards for specific appliances, and specific energy consumption in selected 
manufacturing segments.

An array of choices is available 
to ADB. Promoting commercial 
financing of energy efficiency 
investments is one way. ADB could 
encourage commercial banks and 
energy service companies to work 
together, by providing a mix of 
financial and technical assistance 
support. ADB could also facilitate 
energy efficiency improvements in 
specific energy-user categories or 
encourage construction of energy-
efficient buildings mainly through 
capacity development. The precise 
requirements for any developing 
member country would most likely 
be unique, and ADB can suitably 
tailor its support program. 
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The Philippine Energy Efficiency Project will see 
13 million high quality compact flourescent lamps 
(CFLs) distributed for free in exchange for old 
incandescent bulbs. 


