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Why is it Difficult to Scale Up the Cheapest “First Fuel”?
Energy Efficiency Market Ecosystems are Complex…

…Scaling up EE Implementation faces Multiple Barriers

Supply Side Options
(Conventional Supply & Large Scale RE) 

Demand Side EE Measures But solutions have 

been developed 

and are being applied 

and replicated…

• Large Investments

• Fewer Stakeholders

• Standardized Solutions

• Low Transaction Costs

• Homogenous Market

• Asset- or Revenue 

based Financing

• Small and Dispersed

• Multiple Stakeholders

• No “One-Size-Fits-All” Solutions

• High Transaction Costs

• Heterogenous Market

• Financing based 

on “Savings”



Different EE Barriers Require Multi-Pronged Efforts
Implementation Pillars for Transforming Demand-Side EE Markets

• Dedicated entity with EE mandate

• Clear institutional roles/accountability

• Inter-ministerial coordinating body

• Assignment of roles for monitoring and 

compliance enforcement

• Authority to formulate, implement, evaluate and 

report on programs
• Tracking on progress for EE targets

Institutions

• Overarching EE legal framework 

(EE Law)

• Cost-reflective energy pricing

• Building Codes/ Appliance standards

• EE incentive schemes w/ funding sources

• EE targets by sector

• Public budgeting/procurement 

encourages EE

Policy and Regulations

• Database on energy consumption

• Industrial and building stock

• Information center/case study database

• Database of service providers, EE 

technologies, equipment providers

• Broad, sustained public awareness

• Appliance labeling

Information and 

Awareness
• Commercial bank lending (credit lines, 

guarantees)

• Pay As You Save -based EE financing

• Utility Demand Side Management

• Commercial ESCO financing

• Public Super ESCO

• Public sector EE financing

• EE Residential home/appliance credit

• EE Equipment leasing incentives

• Green/EE building incentives

Finance

• Energy auditor/manager training and 

certification programs

• Private sector training programs 

(banks, ESCOs/EE service providers, 

end users)

• EE project templates (audits, M&V 

plans, EPC bidding documents, 

contracts)

• Energy management systems 

developed

Technical Capacity

Source: World Bank (2016)



Energy Efficiency Financing Mechanisms “Ladder”: 
Unlocking Private Capital for Large-Scale EE Market Transformation

➢ Financing mechanisms should 

be selected based on stage of 

market development and 

financing gaps

➢ Public financing should be 

used judiciously to develop 

markets and crowd-in 

commercial financing

➢ Over time, programs should 

seek to climb the ladder to 

more sustainable and 

commercial models

➢ Financing mechanisms should 

be selected based on stage of 

market development and 

financing gaps

➢ Public financing should be 

used judiciously to develop 

markets and crowd-in 

commercial financing

➢ Over time, programs should 

seek to climb the ladder to 

more sustainable and 

commercial models

Private ESCOs

Public Super ESCOs
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Opportunities and Challenges of Transforming 

EE Markets through ESCOs

Challenges ESCOs Face in Public Sector EE

Source: World Bank Live Wire on Super ESCOs, 2018



Global Super ESCO Experiences: Selected Examples 

Armenia R2E2 Fund FEDESCO (in Belgium)

Etihad ESCO (in UAE)

Source: World Bank Live Wire on Super ESCOs, 

2018; Public Sources

Tarshid (in Saudi Arabia)
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Evolving Energy Systems of the Future will Unlock 

New Opportunities for Innovative ESCO Business Models

• Decentralized energy assets and resources, incl. generation, storage, and electric 

vehicles – connected to the network. 

• Digitalization of this network will allow data, communications and analytics to be 

used to improve the energy efficiency and  resilience of the system. 

• Customers are likely to have a more active role than they do today; individually-

owned assets can provide flexibility to the system, and new markets could allow 

trading between households or communities. 

Source: EnergyRev (2020)

Mega-TrenDs
Disruption

Decarbonization 
Decentralization 
Democratization 

Digitalization



Key Lessons Learned from ESCO/ Super 

ESCO  Development Efforts

1. Existence of a clear Policy and Ecosystem Support by the 

Government provides a strong signal for the consumers and 

incentivizes to make EE investments

2. Potential for scaling-up of ESCO model can be strengthened using 

standardization of ESPC/EPC contractual arrangements, financing 

models and simpler M&V protocols. Super ESCO can facilitate and 

demonstrate this approach.

3. Shared savings (ESCO is the Borrower) is more popular, which also 

allows to build track record for ESCO in accessing commercial 

financing in future EE projects.

4. Technical assistance efforts to improve capacity of ESCOs, FIs and 

End Users are important to unlock market potential.

5. Public sector institutions and financing (along with development and 

climate financing) can help leverage and unlock private ESCO and 

capital mobilization
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How EE can help address development challenges: 

EE Contributes to Different Goals
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Source: World Bank, 2016. Why energy efficiency matters and how to scale it up. Live Wire 2016/53.



Global Experience of ESCOs: Not An Overwhelming Success

• USA, Germany, France, China, Japan and Korea, have seen significant growth of the ESCO 

industry

• Others, such as India and Thailand, have seen limited ESCO growth and development

• Barriers to ESCOs particularly in the public, residential sector; other barriers (financial credibility, 

M&V, access to finance

• Success of ESCOs was linked to Government Support and Financial Incentives

• Simplified  M&V approaches – like Deemed Savings

Source:  World Bank (2016) Live Wire (Hofer, Limaye, Singh)



Move Towards Simplified ESCO Delivery Models 

(to address common barriers in developing countries) 

Source:  World Bank (2016) Live Wire (Hofer, Limaye, Singh)


