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What? Prioritizing policy objectives and instruments

Scoping 

A potential first step is to assess the institutional and legal setting, the data availability, and the 
key stakeholders. Ideally, this scoping exercise is done for each key phase of the building 
lifecycle. It is also necessary to examine first-order obstacles to building efficiency to inform 
the selection of a set of countervailing measures (and incentives for change) that can overcome 
context-specific barriers.  

Targets 

The assessment done in the scoping phase will inform the selection of objectives and targets. 
Countries and cities can choose to set broad targets in terms of CO2, energy savings or specific 
co-benefits. These broad targets need to be filled in with detailed interim milestones and targets 
as an action plan is developed. Alternately, countries and cities can start with a policy-specific 
target if they already know what the initial sectoral and policy priorities will be. National and 
sectoral baselines can be useful in selecting targets. In order to facilitate implementation, any 
target should be stated simply and should be straightforward to monitor. Common options are:  

• Defined improvements in performance (GWh or CO2)

• Intensity (energy consumption or CO2 emissions per unit of economic activity)

• Benchmarks (energy consumption or CO2 emissions relative to others)

• Transactional (e.g. number of buildings constructed or retrofitted or CFLs installed) 

Once a target is chosen, it is necessary to set a clear time frame –   for example, annual , mid-term 
(5-20 years) and long-term (20+ years) targets with interim reviews. When defining the scope 
of the targets, a choice should be made early on: Will the strategy focus on the design and 
construction of new buildings? Will it tackle retrofits? Will it combine both?  A key element that 
will affect the implementation of the policy strategy is the level of aggregation: Who in the 
lifecycle of buildings will be the targets of the policy intervention? Common options include the 
construction company, energy service provider, enterprise, building owner, or manager of public 
and commercial buildings.
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Priorities

In this phase the emphasis should be on the analysis of barriers to energy efficiency in the built environment 
and the matching of the priority instruments with the strongest obstacles. One way of doing this is to 
match the first-order barriers that were identified with the most appropriate policy solutions. A hypothetical 
example is offered in Table 1.

Defining the priority policy instruments is the objective of this phase, and therefore it becomes critical for 
policymakers to evaluate the fundamental trade-offs associated with the policy package. In particular, it is 
necessary to analyze the pros and cons of using incentives versus mandatory requirements (carrots versus 
sticks) in order to achieve the right balance and promote complements. Another element of the priority-
setting exercise is the question of the levels of complexity associated with making each instrument 
operational. Figure 2 offers a potential categorization of the most common policy options and instruments 
in use today.

Table 1.  
Policies Enable the Market to Overcome Specific Barriers to Energy Efficiency

Source: Institute for Building Efficiency (2011)
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The horizontal axis captures the diversity of options that exist when policymakers need to choose between 
regulation, which offers a strong signal when efficiency goals need to be met by a certain date; and 
incentives, which can improve market transparency and motivate voluntary changes in energy consumption. 
Ideally, the goal is to make instruments reinforce each other.  

The vertical axis captures the ease or complexity associated with each of these policies as they are 
developed and/or implemented. Each country, state or city that aims to develop a building efficiency policy 
needs to examine the viability of each priority option under the local circumstances. For the initial phase, 
it is necessary to go through a careful selection of initial measures that can be a positive starting point, 
building confidence and demonstrating the feasibility of building efficiency policy.

Figure 2. 
Illustrative Trade-offs Among Policy Options
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How? Defining the sequence to support  
policy implementation

Action Plan 

Complementing the guiding objectives with an action plan is the first step in the transition to 
implementation. In some instances, countries have designed ambitious national strategies (e.g. 
sustainable development or climate action) but lack the executive roadmap that will guide 
actions on the ground. This action plan is based on a set of performance indicators that allow 
policymakers to assess progress over time. How to track progress is a fundamental task and 
will be addressed separately.  

Capacity

An early identification of capacity needs can inform the definition of a package of technical assistance 
on aspects related to enforcement, legal affairs, and technological issues. The effectiveness of 
implementation and the assessment of performance depend, to a large degree, on the quality 
of training of the staff working on enforcement. Building the right capabilities takes time and 
requires an explicit plan with the right allocation of funding. International cooperation programs 
can play a catalytic role in helping developing countries build the right capacities. 
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Figure 3. 
A Suggested Pathway to Create the Right Capacities
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Finance
The design of a policy package will benefit from paying specific attention to the finance dimension of the 
actions the government will mandate or incentivize. Will private capital be leveraged? If so- how? What 
public-private partnerships will be necessary to finance building efficiency? Some governments may map 
the pools of capital that could be mobilized: public and private, local and international, grants and loans.  
Ultimately, the objective of this exercise is to identify potential financing gaps and to understand the link 
between these gaps and the pace of implementation. (How to build a financial strategy is treated in the 
document/tab on Financial Pathway).

Who?  Creating a framework  
for delivering effective governance

Institutions
Experience from OECD countries that have implemented energy efficiency policy shows the difficulties 
associated with intra-governmental agency coordination. Coordination within and among ministries does 
not always occur, and once one ministry sets a policy, ensuring policy coherence at other levels of 
government may pose challenges. In order to tackle institutional challenges and ensure that the right 
capacities are in place, it is necessary to specify key roles and players early on.

Stakeholders
In tackling institutional challenges, it is helpful to adopt a proactive approach to engaging the relevant 
players in delivering building efficiency. The creation of multi-stakeholder processes is necessary before 
and during the policy design process. Buy-in from critical players is likely to bring benefits in the long 
term. Engaging incumbents is also necessary. 

Without formal mechanisms for collecting private-sector feedback with respect to policy options and 
finance, it is unlikely these measures will have buy–in. Lack of buy-in, in turn, may harm the prospects of 
private investments in efficient buildings. The process will vary from country to country. The common 
task, however, is to tailor an institutional roadmap with explicit steps for engaging stakeholders and to 
understand their roles at different stages of a building’s lifecycle.

Governance
When energy efficiency policies fail to deliver their full potential, it is most often because little attention 
was paid to the governance underpinning the implementation. In order to define a governance framework, 
it is necessary to define who within government will be responsible for what parts of the action plan. The 
responsibilities need to be set at different levels, and must be explicit and transparent. The institutional 
responsibility of the monitoring system also needs to be planned at the outset. Often in developing countries, 
the capacity for monitoring is limited, and good governance and a system for gradual improvement may 
play a critical role.
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THANK YOU TO OUR GLOBAL PARTNERS

The Business Council for Sustainable Energy (BCSE) represents a 
broad portfolio of existing clean energy business sectors, including 
renewable energy, supply-side and demand-side energy efficiency, 
natural gas and electric utilities in North America. Founded in 1992, 
the Council advocates for policies at state, national and international 
levels that increase the use of commercially-available clean energy 
technologies, products and services. Visit: www.bcse.org

The World Green Building Council (WorldGBC) is a network of 
national green building councils from around the world, making it 
the largest international organisation influencing the green building 
marketplace. Green building councils are member-based 
organisations that partner with industry and government in the 
transformation of their building industries towards sustainability 
through the adoption of green building practices. On the ground in 
89 countries, GBCs create change in their local markets as a way to 
globalize environmentally and socially responsible building practices. 
Visit: www.worldgbc.org

Since 1985, the Center for Clean Air Policy (CCAP) has been a 
recognized world leader in climate and air quality policy and is the 
only independent, nonprofit think tank working exclusively on those 
issues at the local, U.S. national and international levels. 
Headquartered in Washington, D.C., CCAP helps policy-makers 
around the world develop, promote and implement innovative, 
market-based solutions to major climate, air quality and energy 
problems that balance both environmental and economic interests. 
Visit: www.ccap.org

The U.S. Green Building Council (USGBC) is a Washington, D.C.-
based 501(c)(3) nonprofit organization committed to a prosperous 
and sustainable future for our nation through costefficient and 
energy-saving green buildings. USGBC works toward its mission of 
market transformation through its LEED green building certification 
program, robust educational offerings, a nationwide network of 
chapters and affiliates, the annual Greenbuild International 
Conference & Expo, and advocacy in support of public policy that 
encourages and enables green buildings and communities. Visit: 
www.usgbc.org

Sustainable
Energy

The Business Council for

®



Johnson Controls delivers products, services and solutions that increase energy efficiency and lower 
operating costs in buildings for more than one million customers. Operating from 500 branch offices 
in more than 150 countries, we are a leading provider of equipment, controls and services for heating, 
ventilating, air-conditioning, refrigeration and security systems. We have been involved in more than 
500 renewable energy projects including solar, wind and geothermal technologies. Our solutions have 
reduced carbon dioxide emissions by 16 million metric tons and generated savings of $19 billion since 
2000. Many of the world’s largest companies rely on us to manage 1.5 billion square feet of their commercial 
real estate.

The Institute for Building Efficiency is an initiative of Johnson Controls providing information and analysis 
of technologies, policies, and practices for efficient, high performance buildings and smart energy 
systems around the world. The Institute leverages the company’s 125 years of global experience providing 
energy efficient solutions for buildings to support and complement the efforts of nonprofit organizations 
and industry associations. The Institute focuses on practical solutions that are innovative, cost-effective and 
scalable.

If you are interested in contacting the authors, or engaging with the Institute for Building Efficiency, please 
email us at: InstituteforBE@jci.com.
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