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Project Summary

a. Project Rationale:

It is well established that improving energy efficiency significantly contributes to the reduction in energy use and the consequent reduction in Green House Gas (GHG) emissions. Numerous experiences promoting energy efficiency of electrical appliances in developed as well as developing countries have generated simultaneous reduction of local air pollution as well as greenhouse gas (GHG) emissions. 

In India, there is a tremendous potential for reductions in energy use, and thereby GHG emissions, through energy efficient refrigerators and air conditioners. The refrigerators & room air-conditioners segment in the country has been growing at a rate of approximately 15-20% per year for the last 3 years. Lower prices, availability of easy finance, higher disposable income and the urge for better living has all combined to help this growth. 

Initial estimates show cumulative energy efficiency potential of 100 TWh (Tera Watt hours) (96 Million Metric Tons (Million Tons) of CO2) through air-conditioners and 313 TWh (299 Million Tons of CO2) through refrigerators over a 15-year period.

Table 1: Energy use reduction and Avoided CO2 emissions for the project period (2006-2010) and the following 10 year influence period (2011-2020)

	
	Energy Savings (TWh) / Avoided CO2 Emissions (Million Tons)

	Period
	2006-2010
	2011-2020

	Refrigerators
	41/40
	272/259

	Air Conditioners
	19/18
	81/78

	Total
	60/58
	353/337


Despite the high growth rate of refrigerators and air-conditioners, overall India still has a very low saturation rate for these products. The penetration rate of household refrigerators in India 13% compared to well over 90% in Tunisia, Australia, Hong Kong, Korea, Malaysia and Singapore; around 80% in Thailand; close to 40% in Philippines and China, and 20% in Vietnam and Indonesia. The penetration rate for household air-conditioners is about 1% compared to 20% in Indonesia, 24% in China, 40% in Thailand, and 45% in Malaysia.
 
Based on the expected higher growth rate of these energy-consuming products and the fact that most energy consuming products in 2020 have not yet been produced, any change in energy efficiency of these appliances will have a significant impact on the overall energy use in the future. The Policy of the Government of India is to provide electricity to all households in the country by 2012 increasing demand for appliances.     

Several other factors also indicate opportunities in the Indian appliance market for increased energy efficiency. The potential appliance market is large; out of 192 million households, only 107 million households have access to electricity.   Preliminary assessments have shown that household refrigerators & air-conditioners consume up to 20% of the household electricity. Air conditioners have low penetration currently, but sales and use of air conditioning are growing very rapidly in the residential sector. 

Many appliances available to consumers are not energy efficient, as neither specific program nor incentives to promote energy efficiency have been developed so far. Nationwide consumer research conducted in 2003 and 2005 indicate that majority of the consumers would prefer to identify and buy high quality, reliable & energy efficient appliances. Research confirms that consumers are interested in reducing the recurring expenditure on electricity and save money by using energy efficient products. Once the energy efficient labeling and associated consumer awareness programs are in force, consumers would have the option to buy energy efficient products.

Energy Efficiency Standards and Labels
 (EESL) are complementary policy tools that are instrumental in promoting a sustainable energy path, in all economies. EESL programs compare favorably to other governmental energy policies.  Some advantages are: 

1. They have a potential for very large energy savings, 

2. They are extremely cost effective and are the most effective way to limit energy growth without limiting economic growth, 

3. Their benefits are comparatively simple to quantify, 

4. They require change in the behavior of a manageable number of manufacturers rather than the total consuming public, 

5. They treat all manufacturers, distributors and retailers equally, and 

6. The resulting energy savings are comparatively assured and can be readily verified.  

Energy Efficiency Standards and Labeling Program in India

The Indian Energy Conservation Act 2001 has provisions for mandatory energy efficiency labels and minimum energy performance standards (MEPS) for appliances. The Bureau of Energy Efficiency (BEE) is the primary entity responsible for implementing the EC Act. EESL are one of the priority elements of the EC Act implementation. BEE has identified refrigerators and air-conditioners as high priority equipment for the EESL program. According to the EC Act, the government will;

· Specify the equipment and appliances targeted for labeling and MEPS;

· Specify the energy consumption test procedures to be used;

· Direct display of labels on specified appliances; and 

· Enforce minimum efficiency standards by prohibiting manufacture, sale, and import of products not meeting the minimum standards.

The energy efficiency labels for refrigerators and air-conditioners have been finalized and are expected to be launched on a pilot scale in 2006-2007
. The label has been developed after extensive pre and post design analysis and consumer research. (See Annex D for details)

Project Barriers:

Greenhouse gas emissions are inextricably linked to the process of development and economic growth, making it extremely difficult to come up with a simple GHG reduction strategy. Since GHGs are generated by burning fossil fuels  in power plants, factories and automobiles, it is not easy to reduce emissions, since virtually every facet of our lives is intimately tied to the consumption of energy. 

Various alternatives to reduce GHG emissions from the present sources of electricity productions are being considered by the Indian Government. These include use of alternate sources of generating electricity such as hydro power, nuclear power and other non-conventional sources of energy. Despite a thrust to adopt these alternate sources of energy, energy efficiency remains the most cost effective means of meeting the growing energy demand. The efficiency effort is focused on increasing the energy efficiency of power consuming sector and equipment to reduce energy use and avoid extra generation. 

India has started realizing some reduction in the overall energy intensity as a result of energy conservation efforts over the past few years. However, given the significance of the problem much more improvement is required to address the barriers and develop a new energy efficiency framework suitable to both the changing economic and energy situation. Even though the Indian government has taken strong policy measures to address these barriers by introducing the Standards and Labeling Program for electrical appliances, key barriers to widespread commercialization of energy efficient appliances still need to be addressed.

Despite positive trends facilitating application of energy efficient products, there are some key barriers to widespread commercialization of energy efficient appliances in India.

1. Policy Barriers

a. Lack of institutional capacity to implement Energy Efficiency programs in the end-use sector

b. EE of appliances is not given due consideration at the fiscal policy level

c. Lax Minimum Energy Performance for most appliances.

2. Finance Barriers

a. Price sensitivity of the refrigerator/AC market

b. No incentive for manufacturers to invest in energy efficiency 

c. Lack of associated financial incentives and mechanisms to promote wider availability of EE end use refrigeration products together with its demand

3. Business and Management  Barriers

a. Manufacturers uncertainty about market demand of high efficiency models

b. Lack of resources amongst small-scale manufacturers and informal assemblers of Air Conditioners

4. Information Barriers

a. Lack of awareness about residential energy end-use, and therefore the energy efficiency potential, amongst consumers as well as policy makers

b. Lack of awareness about the precise energy saving potential through appliance energy efficiency programs

c. Lack of information about state-of-the-art design and manufacturing of EE appliances, especially amongst the small and medium scale manufacturers

5. Technology Barriers

a. Limited access to the state of the art energy efficiency technology amongst manufacturers

b. Lack of EE driven applied R&D by the manufacturers as well as the government labs and research institutes

c. Lack of adequately equipped and staffed independent test labs for energy efficiency testing of appliances

d. Limited experience of energy efficiency testing amongst engineers

An integrated market transformation program is proposed to address the barriers and promote a sustainable pattern of energy end use.

Project Goal:

The project goal is the reduction of energy use through increased adoption of energy efficient domestic refrigerators & Air-conditioners and thereby reduction of future GHG emissions
Objective:

The objective of the project is to reduce energy use by domestic refrigerators & Air-conditioners in the country through energy efficiency market transformation

Outcomes:

1. Improved policy environment and implementation structure for supporting nationwide mandatory energy efficiency standards and labeling  (EESL) program for refrigerators and air conditioners

2. Increased availability (number of models) of energy efficient refrigerators and air-conditioners in the market through state-of-the-art in energy efficient designs, manufacturing technologies, and engineering skills 
3. Increased market share of energy-efficient refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers and retailers 
Outputs:

1. Strengthening institutional and technical framework for implementing appliance standards and labeling program

2. Support enforcement of EESL and evaluation of the program

3. Evaluate options and develop strategies for fiscal and financial support for energy efficient refrigerators, air-conditioners, and components through reliable data collection and analysis

4. Developing a national testing and conformity monitoring system for EESL

5. Manufacturers capacity building and support for energy efficiency related R&D and product design/development

6. Technical support for small and medium scale enterprises for developing EE design and testing capability

7. Design and implement a consumer awareness and energy efficiency communication campaign

8. Design and implement incentives/award schemes for manufacturers/dealers/retailers for promoting design, manufacturing, and sales of energy efficient refrigerators and air-conditioners

Even though the project primarily focuses on refrigerators and air-conditioners, the project aims to build the foundation for progressively expanding energy efficiency Standards and Labeling approach and scheme to all domestic electrical appliances, end-use equipment, and possibly energy consuming system such as buildings, vehicles, etc.

Outcome no. 1 

Improved policy environment and implementation structure for supporting nationwide mandatory energy efficiency standards and labeling (EESL) program for refrigerators and air conditioners:

Activities:

1.1  Strengthening institutional and technical framework for implementing appliance standards and labeling program:

Meetings and workshops will be organized with the state agencies for:
· EESL policy for central and state Govt officials. (One annual workshop at central level, and regional/state level workshops as needed).

· Developing a national testing and conformity monitoring system for EESL. 

1.2  Support enforcement of EESL and evaluation of the program:

Training of State Designated Agency staff shall be arranged for introducing concepts of 

· Energy efficiency,

· Standards & Minimum Energy Performance Standards, 

· Labeling, 

· International Bench Marking of EESL programs, 

· Evaluation of EESL programs, 

· Management of EESL Programs. 

1.3 Evaluate options and develop strategies for fiscal and financial support for energy efficient refrigerators, air-conditioners, and components through reliable data collection and analysis:
· Constitution of a committee to look into all aspects of fiscal and financial angles for adopting energy efficient technologies. 

· Meeting of the expert committee shall be called to draft the policies. 

· The draft recommendations shall be circulated amongst all stake holders for comments

· The recommendations shall be forwarded to concerned authorities for implementation. 

Outcome No. 2

Increased availability (number of models) of energy efficient refrigerators and air-conditioners in the market through state-of-the-art in energy efficient designs, manufacturing technologies, and engineering skills:

Presently, products which have been tested for energy efficiency are not available in the market. Very few energy efficient models of refrigerators and air conditioners are available to the consumers. Indian products are not yet benchmarked with respect to International levels. 

This outcome will be realized by ensuring that at least 20% energy efficient models (of the total number of models) are available in the market by 2008 and at least 50% EE models are available by 2009. Bench marking study will be carried out every 2 years. 

The purpose of the following activities is to assist manufacturers in production of high-efficiency refrigerators and air conditioners:

2.1 Developing a national testing and conformity monitoring system for EESL:
2.2  Initiate a dialogue with refrigerator and air conditioner manufacturers to assure them of the potential demand for high-efficiency products:

· Study of energy end use will be conducted at national level for short term as well as long term monitoring of EESL program impact

· The End Use study will be used for calculating the potential of energy savings from highly energy efficient appliances. 

· Study of the attitudes of consumers towards energy efficient appliances will be conducted

· Result of the study shall be used to estimate the potential of energy efficient cold appliances in India.

· Dissemination of information to manufacturers of refrigerators and air-conditioners to assure them of demand of  energy efficient appliances. 

  2.3 Introduce refrigerator and air conditioner manufacturers to the technology options available internationally & provide training in their selection:

· Study of options available internationally for manufacturing high energy efficient refrigerators and ACs 

· Evaluations of the technologies and dissemination of information to manufacturers 

· Organize International conferences to acquaint Indian manufacturers of refrigerators & ACs with R & D activities in the field of manufacturing of energy efficient cold appliances 

· Regular evaluation of adoption of technologies and assistance with addressing problems faced during manufacturing of EE appliances. 

2.4 Build capacities of the manufacturers and support them for R&D related to energy efficiency and product design/development:

· Assist Indian test labs, research institutions, and manufacturers with tie-ups with International counterparts for EE R&D. 
· Manufacturers of refrigerators & air-conditioners would be assisted by targeted training programs and technical assistance to develop new R&D facilities for developing EE appliances.

· EE analysis and design training for engineers

2.5 Provide technical assistance for preparation of business plans and financing proposals for upgrading designs and production technologies:

· Appointment of an  International consultant to provide training & technical assistance in the preparations of  business plans for upgrading designs and production technologies for energy efficient cold appliances 

· To sort out the problems faced by the manufacturers during execution of the upgradation of technologies 

· Continuous monitoring of their program to achieve full goals of the program. 

2.6 Technical support for small and medium scale enterprises:

Small and medium-scale entrepreneurs have little resources for energy efficiency research and design. This situation is compounded by lack of information on energy efficient models of refrigerators and air conditioners. This project envisages providing required training through training workshops. 

· Prepare a scheme for special assistance to small & medium manufacturers of refrigerators & ACs 

· Provide them targeted training programs and technical assistance to develop new design skills. 

· To familiarize them with international design and manufacturing technology
2.7 Provision of an efficient after sales service:

The manufacturers, installers, and repair technicians will be trained to provide after sales service or maintenance network to ensure that the energy efficient refrigerators & air-conditioners that continue to operate in such a manner. 
Outcome No. 3

Increased market share of energy-efficient refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers and retailers 

A survey of consumer preference for energy efficient appliances was conducted by IMRB in 2003 and by LINTAS in 2005. The findings of both surveys are annexed for reference. This project plans to carry out similar market surveys ever 2 years, to study the pattern of change in consumer behavior for the energy efficient products. It is assumed that the economy of energy efficient appliances is favorable both for the manufacturers and consumers. Activities:

3.1 
Design and implement a consumer awareness and EE communication campaign: 

· Design a comprehensive consumer awareness campaign for educating consumers about energy efficient cold appliances. 

· Use all kinds of media for spreading consumer awareness about EE appliances

· Regularly monitoring of program impact on the attitude of the consumers. 

· Use the results of the survey to modify the awareness campaign.

· Hold regular meeting of the manufacturers to share the results of market surveys. 

· Manufacturers of refrigerators & air-conditioners would be assisted by targeted training programs and technical assistance to develop consumer awareness campaign program to increase sales of EE appliances
3.2  Disseminate through broadcast and print media material informing consumers of the benefits of energy efficiency:

3.2 Disseminate in-store points-of-sale materials allowing consumers to understand the features, benefits, and savings of energy-efficient refrigerators:

 3.3 Undertake public relations campaign to spread the core message of the benefits of energy-efficient refrigerators:

3.4 Train retail staff in communicating the benefits of energy-efficient refrigerators and air-conditioners: 

The sales of appliances ultimately lie with the retailers. Survey results have indicated that the retail staff are uneducated on the benefits of energy efficiency and unable to provide consumers with reliable information. Special attention shall be given to educate them regarding the advantages of high efficient appliances. 
3.5 Incentives/awards for manufacturers/dealers/retailers for increased sales of energy efficient refrigerators and air-conditioners and Dealer incentive program: 

Incentives, in the form of annual awards for design, marketing, and sales of energy efficient refrigerators and air-conditioners will be instituted for manufacturers and vendors.  T

3.6 Refrigerator mass purchase program:

A mass purchasing program that encourages purchase of energy efficient refrigerators for bulk users and purchasers, government departments, and other large volume buyers, will achieve greater purchasing economies of scale while increasing demand for energy efficient refrigerators.

3.7 Consumer buyback/recycling program:

The lack of an appliance recycling program means that often old and inefficient products continue to be used when new appliances are purchased. A consumer buyback and recycling program will provide purchases with rebate for purchase of a new energy efficient refrigerator upon turning in their old units. This program will remove older and less efficient refrigerators from the market. Government as well as private sector resources will be used to fund this buy back program.

3.8 Conduct consumer attitude tracking survey:

The purpose of this activity is to establish a monitoring and evaluation system for keeping a watch on the satisfactory progress of the results during the project period. Where necessary, interim evaluation results will be used to modify project activities and /or implementation methodologies so that the consumer attitude towards high efficient refrigerators & air-conditioners is always kept up
b. Key indicators, assumptions, and risks: 

The energy label will be the key instrument for monitoring the market transformation process. The project progress will also be monitored through the following verifiable indicators:

1. Data on energy consumption and equipment sales from the EESL program

2. Median electricity consumption of refrigerators in kWh/Yr and air conditioners in kWh/Hr.

3. CO2 emissions in Kg/Yr/Appliance

4. Change in consumer perception of energy efficiency and hence, in percentage sales of energy efficient models

5. Number of energy efficient refrigerator and air conditioner models available in the domestic market

6. International benchmarking of refrigerators/ AC efficiency

7. Number of dealers and retailers stocking new EE models

8. Number of upgraded and accredited test facilities in the country

9. New government notifications for energy efficiency and implementation of existing legislation, resource allocation and trained work force.

It is assumed that through GEF intervention, all identified barriers will be removed to a sufficient degree. Based on experiences in other countries, it can be inferred that the energy efficiency upgrades will not have a long term impact on product prices, and the prices of high efficiency products will come down after a few years of their introduction.

There is a risk that initially the local and state level agencies may not be very forth coming in the project implementation and this may slow the project completion. In addition, there is a risk of lack of public credibility of the labeling program because of lack of awareness. This risk is mitigated, however, by designing clear and effective labels with consumer inputs.

There are some other external risks associated with the project. It is assumed that as per the EC Act, energy efficiency standards and labeling will be made mandatory by the government. 

1. Country Ownership

c. Country Eligibility

India ratified the United Nations Framework Convention on Climate Change (UNFCCC) on 1 November 1993 and is eligible to receive support from the GEF.

d. Country Driven ness

Government of India is committed to fulfilling its obligations as a signatory to the UNFCCC and the country driven ness is reflected from the fact that Government of India (GOI) enacted the Energy conservation Act 2001. Through the EC Act, a positive enabling environment has been created to promote energy efficiency on a national scale. Some important features of the Act are described in the project brief. The Ministry of Power (MOP) has the primary responsibility of programs and policies as notified, for implementing reforms in power sector under EC Act 2001. Bureau of Energy Efficiency (BEE), established under the Ministry of Power, has been given the mandate to implement the EC Act. BEE has developed an Action Plan for the implementation of this Act and is responsible for addressing issues related to energy efficiency improvement. Further BEE has the mandate and is working on implementing the Standards and Labeling program for refrigerators and air conditioners in India. MOP has earmarked a sum of Rs. 500 million for energy conservation broadly. The Energy Conservation Act 2001 provides for:

· Mandatory energy audits

· Norms for processes and energy consumption standards foe any equipment, appliance 

· Prohibit manufacture or sale or purchase or import of equipment unless such equipment conforms to energy consumption standards

· Display of particulars on label on equipment

· Prescribe energy conservation building codes

· To create awareness and disseminate information for efficient use of energy and its conservation 

· Organize training of personnel and specialists in the techniques for efficient use of energy and its conservation

· Penalties for non compliance 

Another Act passed by the Government of India is the Electricity Act 2003, which also provides the policy framework to protect consumers' interest and encourage good governance through an efficient regulatory mechanism.  The Electricity Act, 2003 aims to improve delivery efficiency, billing and revenue collection, and seeks public cooperation in curbing misuse, pilferage and wasteful consumption.

As part of the development of this program, the Indian Government has been elaborating a National Energy Conservation Program including appliance labeling and Minimum Efficiency Performance Standards.

In addition, the project complies with Country Cooperation Framework and is line with other climate change activities implemented by UNDP country office in India. Further, India signed the Montreal Protocol in 1992. 
 India’s Commitment to the Montreal Protocol 

India signed the Montreal Protocol on 17th September 1992 and ratified the Copenhagen, Montreal and Beijing Amendments on 3rd  March 2003. The Executive Committee of the Multilateral Fund (MLF) of the Montreal Protocol at its 29th Meeting in 1999 approved a project for gradual phase out of CFC production in four plants in India at a cost of US$ 82 million. Of this approved amount, US$ 2 million was allocated towards Technical Assistance (TA) for implementation of the project. The manufacturers of refrigerators are fully cooperating in phasing out the use of CFCs by switching over to cooling media. The Ministry of Environment and Forests (MoEF) has established an Empowered Steering Committee for approval of financial assistance from the Multilateral Fund. As on 31.8.2003, 349 projects in the consumption and production sector have been approved and funded by the Multilateral Fund. Of these 272 are ODS phase out investment projects while 77 are non-investment and support activities. The Executive Committee of the Multilateral Fund Secretariat has approved a total amount of about US$ 138 million for the phasing out of 12,405 tons of ODP. 

Refrigeration and Air Conditioning Service Sector Strategy for facilitating phase out of Ozone Depleting Substances (ODS) was prepared with assistance from GTZ Germany, INFRAS Switzerland, United Nations Environment Program (UNEP) and United Nations Development Program (UNDP). This project is proposed to be implemented over a period of five years beginning 2004. The Montreal Protocol Fund is supporting the conversion of refrigerators and compressor factories to hydrocarbons and HFCs, but it does not support the funding of energy efficiency measures beyond measures necessary to maintain the unit energy consumption in the face of CFC conversion. The Climate Change projects under the Montreal protocol have been very successfully implemented in India. As such it is expected that the MTEERAC project of India under the GEF shall also be very successful.

2. Program and Policy Conformity

e. Fit to GEF Operational Program and Strategic Priority

This project is consistent with OP-5 of the GEF Operational Strategy, “Removing barriers to improve energy efficiency and conservation”. It also addresses the GEF strategic priority on Climate Change SP-1: ‘Transformation of markets for high-volume, commercial, low GHG products or processes’. Refrigerators & air-conditioners are penetrating urban markets rapidly. The majority of future sales are likely to come from economically developed urban and affluent rural areas. In urban markets, over half of refrigerator & air-conditioners purchases will be for replacement units, while second tier urban markets still represent large markets for first-time purchases. In order to achieve the full impact of the S&L Program we need to transform the market on both the supply and demand side. Given the rapid growth in the Indian Consumer Sector, improvements in the energy efficiency of the household appliances (such as refrigerators and air-conditioners) would yield major energy savings for the economy and reduce future GHG emissions. The barriers (as mentioned above) need to be removed so that there is a successful high-volume market for energy efficient products. Further, this is the only project, which targets the end-use energy conservation in the residential sector. This project is an intrinsic component of the energy conservation efforts by the Indian Government. 

Baseline: Scenario without GEF intervention 

Energy Efficiency Standards and Labeling Program in India

In the business-as-usual scenario (without GEF intervention) the Government of India will launch the labels and standards in a phased manner. The labeling will first be introduced as voluntary program. The voluntary phase is likely to be of 6-12 months duration. The EESL program will be made mandatory for all refrigerators and air conditioners being produced, imported or sold in the country after the voluntary phase. 

As mandated by the EC Act, all states are required to participate in this EESL program. However, the implementation would be at a significantly reduced scale without the GEF intervention. In fact, it is difficult for most government institutions to go beyond the administrative regulatory activities and manage effective implementation leading to a slower progress of the program. The adoption and implementation of a standards and labeling program requires a very strong institutional capacity and expertise for the implementation and management.
CLASP and its funders and GTZ have supported the development of the  India’s S&L program by providing technical expertise and funding to BEE. The role of these external agencies becomes limited after the completion of the EESL program design and launch. Even though these agencies will continue to provide technical support, the program enforcement and nationwide implementation will be left to BEE and the state level designated agencies..  
Government  is responsible for promotion of the EESL program.. Due to lack of expertise in marketing and outreach, the promotion activity are not likely to be very effective .This may be compounded by low allocation of resources from the Government, industries and other stake holders. In absence of comprehensive market transformation efforts, the switchover to an energy efficient refrigeration & air conditioning sector will continue at its own pace. Thus manufacturers will continue to use existing designs without making any efforts to improve the energy-efficiency beyond the minimum requirement. Hence, the possible reductions in energy use and CO2 emissions (through this route) will not be achieved and, at the same time, consumers will continue to pay for the high electricity consumption of existing models.

The biggest danger to the EESL program in the absence of GEF intervention is that, if the consumer demand for energy efficient products does not go up significantly and energy savings are not realized, then the government and consumer interest in such programs will rapidly wane. This will put to risk further development and comprehensive efforts for energy efficiency programs in this sector.

GEF Alternative

The project will set out to remove barriers, which would not be addressed in the baseline scenario. This GEF project is promoting an integrated approach that will involve all stakeholders and propose an integrated market transformation process. In this alternative scenario a long-term market demand for energy efficient products would be created and air-conditioners/refrigerators/and component manufacturers will respond by investing in the production of energy-efficient appliances. Energy labels, financial and economic incentive schemes and evaluation criteria (like life cycle cost assessment) would be promoted widely, which would influence both supply and demand for energy-efficient appliances. This would mean savings on electricity costs for consumers and reduced demand on the country’s energy resources. The project will necessarily entail mitigation of the global warming phenomenon through significantly reduced emissions of CO2 from power.

The project aims at producing market transformation for refrigerators and air conditioners leading to a significant increase in the number of energy efficient products available to the consumers and a large market share for these energy efficient products. The market transformation effort would be based on the existing EESL program of the government, and catalyze the market through consumer awareness, technology and design training, incentive programs for consumers, manufacturers and retailers. This will exceed the pace at which energy efficient refrigerators and air conditioners will be produced and sold in the country under the business-as-usual scenario without GEF intervention.

The “market”, is a complex array of stakeholder interests rather than a homogeneous entity and are generally ‘transformed’ as a result of shifts in consumer taste, changes in technology or changes in the economic environment
. Moreover, it is important to understand the dynamics of a target market and to go beyond a mere understanding of the end user
. Most conservation programs attempt to influence consumer choice, for example, by offering a rebate for energy efficient decisions. The GEF project alternative would build upon a variety of international and national experiences related to the implementation of standards and labeling programs and also other energy efficiency programs. Specifically it can be improved based on the lessons learnt from ongoing UNDP GEF Projects in China and Tunisia. 

The GEF interventions will emphasize the following elements as the key to the success of the program:
· Close industry involvement and support for effective involvement in all phases of the project cycle (development and implementation)

· Comprehensive technical assistance, capacity building & awareness and information access to all concerned stakeholders 

· Establishing of new testing laboratories & upgradation of the existing ones

· Addressing effectively both demand and supply side issues, and to develop and implement sustainable financing and economic mechanisms to provide a market pull effect  

f. Sustainability

The project is considered sustainable at several levels, as all the market barriers to high-efficiency refrigerator and air conditioner production and use will be removed. The impact of market transformation will continue even after the completion of the project resulting in an ever increasing market share of high-efficiency models relative to the baseline. Even after the project is over, the effective implementation and enforcement mechanism developed will ensure effective implementation of the standards and labeling programs at the national and state levels. In addition, the technology for high-efficiency refrigerators and air conditioners will become even more cost-effective for manufacturers due to increased demand for high-efficiency products. 

The overall sustainability of the proposed project is enforced by the strategic incorporation of all stakeholders from both the demand and the supply side. Furthermore, the project will promote a combination of market pull and push approaches with a phased intervention strategy thereby allowing the development of awareness, capacities, technology improvements, and performance based incentive schemes. This will affect all levels of the energy efficiency refrigeration supply chain and tailor to the demand-side with the required enabling regulatory, policy and enforcement capacity. 

Technical and Institutional Sustainability

It is important to note that the project will establish an enabling framework, with institutional capacities and strategic partnerships between public and the private sector, to ensure that the continuously needed upgrading and adjustments in the standards and labels will take place. International high-efficiency design options and technological support will be available to the manufacturers and will affect the future product designs. 

Since the proposed GEF project comprises of a strong capacity-building element, the  outputs of this project will not only be new energy efficiency standards and labels, but also institutional capacity to effectively maintain, revise, and update the energy efficiency standards and labeling program over time.

Financial sustainability

The project places high priority on active financial participation by the private sector in several of the planned project components. This ensures ownership and promotes gradual transition towards both financial and economic sustainability of the required energy efficiency adaptations needed in the refrigeration sector.

The Bureau of Energy Efficiency is responsible for dealing with issues related to energy efficiency in all sectors. Government has earmarked a sum of Rs. 500 million (USD 11 million) for supporting BEE. This is the seed grant and the interest earned from it is used by BEE to fund its operational expenses. The EC Act also mandates BEE to be financially self sufficient and generate its own resources for developing and implementing energy efficiency programs. BEE has managed to do this successfully in the programs developed so far. The energy manager accreditation program, for example, generates approximately Rs 40 million (USD 0.88 Million) per year through examination fee. This money ensures that energy manager training and certification program is financially self supporting and sustainable. 

The government has decided to levy fees on the use of Energy Efficiency Labels designed and developed by Bureau of Energy Efficiency. This levy of fee is a part of the Energy Conservation Act and agreed by all the stakeholders in the EESL development process. The Ministry of Power and BEE have decided to make all energy efficiency programs self sufficient to ensure long term financial independence for BEE.

The fee will be used by BEE to support EESL activities including test lab setup, training, consumer awareness, and market development for energy efficient appliances. The amount of fees will be less than 0.5% or the list price of the appliance and shall be determined after considering all aspects and will be revised from time to time. The current proposed fee for refrigerators is $ 0.25 per refrigerator and $1 per air conditioner. This will create funds for supporting various energy efficiency and conservation efforts of the government, and ensure sustainability of the Standards and Labeling Program. 

Social sustainability

Awareness generation amongst the consumers regarding Energy Efficiency will contribute to the social sustainability of the project. In India, the high economic growth is resulting in higher per capita income which has leading to an increased demand for comfort-enhancing utilities like refrigerators and air conditioners. It is expected that with increased awareness, the demand for energy efficient products will rise and sustain even beyond the project period. 

The social sustainability of this initiative is also ensured by ensuring active involvement of all stakeholders including consumers, manufacturers, and national/international experts along with government agencies during the project development phase and also during its implementation. The inputs and suggestions made by the various stakeholders has made the initiative viable and enhanced its ownership to all participating stakeholders. 

g. Replicability

Successful implementation of this program for refrigerators and air conditioners will serve as a model for scaling-up to other priority consumer appliances such as lighting products, pumps, hot water systems, electric iron, televisions, computers, etc. BEE is already working on EESL program for lighting products (Fluorescent Tube Lights, Ballasts, CFLs), pumps, motors, domestic hot water systems, ceiling fans, and consumer electronic products. The market transformation success story of refrigerators and air-conditioners will be replicated for other products and appliances. 

The project would also be easily replicated in the wider South Asian region. India has taken a lead in this and has set up a South Asian Regional Initiative for Energy Efficiency Standards and Labeling harmonization. To replicate the present proposal and make it sustainable, a comprehensive monitoring and evaluation system to identify elements that work, the ones that do not, and the reasons for the same, lessons learnt from the past experience shall be incorporated and used during replication.
h. Stakeholder Involvement

This MTEERAC project concept and proposal has been developed in close collaboration with all the stakeholders during the PDF-B stage. Addressing the barriers faced by the manufacturers of Energy Efficient appliances is critical to the success of the MTEERAC program, as they confront technical, commercial and management barriers in adoption of new technologies, designs and manufacturing processes. 

Support of all the stakeholders has been ensured for the successful implementation of the project by way of their commitment to enhance their capabilities for testing, technology up gradation, public awareness programs, and introducing incentives for pushing the energy efficient products in the market. 

The stakeholders involved   in the market transformation project   are the following:

1. Consumers, consumer associations, and NGOs)
2. Manufactures and their associations

3. Government Ministries, institutions and  autonomous bodies (Ministry of Power, Ministry of Environment & Forests, Planning Commission)
4. Bureau of energy efficiency

5. Bureau of Indian standards 

6. National accreditation board for laboratories & test labs

7. International technical experts and organizations

8. Funding agencies
The implementation of market transformation project for Energy Efficiency Standards and Labeling would affect all the above stake holders in one way or the other..

A number of meetings have been held with the manufacturers of refrigerators & air-conditioners and their associations, Bureau of Indian Standards, Bureau of Energy Efficiency, consumer forums, National Testing Labs, NABL  etc,to discuss the project during the design phase. The project design and implementation approach has been reviewed and approved by the stakeholders during the PDF-B phase. 

i. Monitoring and Evaluation

Monitoring and Evaluation of the project will be carried out for establishing the management capacity of the project and to undertake ongoing monitoring and evaluation of project results during the project period. Where necessary, interim evaluation results will be used to modify project activities and/or implementation methodologies. The project’s final evaluation will be based on a comparison on the outcomes achieved at the end of the project with the success criteria developed on the basis of baseline conditions. This will include establishment of baseline conditions, establishment of information center for long term monitoring of project impacts, development of matrix and formats for information collection and analysis, undertaking of annual information collection and evaluation, tracking and measurement of consumer reaction and results of the consumer education activities and implementation oversight.

The project will be subjected to tripartite review by Ministry of Power/Bureau of Energy Efficiency (Executing Agency) and UNDP (Implementing Agency) at least once every 12 months. The first such meeting will be held within 12 months of the start of full implementation. The executing agency will prepare and submit to each tripartite review meeting a Project Performance Evaluation Report (PPER). 

	Type of M&E activity
	Responsible Parties
	Time frame

	Inception Workshop 
	· Project Director

· Project Manager

· UNDP-India

· UNDP-GEF A&P RCU
	Within first two months of project start up 

	Inception Report
	· PMO/Project Manager

· UNDP-India
	Immediately following IW

	Measurement of Means of Verification for Project Purpose Indicators 
	· Project Manager will oversee the hiring of specific studies and institutions, and delegate responsibilities to relevant team members
	Start, mid and end of project

	Measurement of Means of Verification for Project Progress and Performance (measured on an annual basis) 
	· Oversight by Project Chief Technical Advisor and Project Manager  

· Measurements by regional field officers and local IAs 
	Annually prior to APR/PIR and to the definition of annual work plans 

	APR and PIR
	· PMO

· UNDP-India

· UNDP-GEF A&P RCU
	Annually 

	TPR and TPR report
	· Government Counterparts

· UNDP-India

· PMO

· UNDP-GEF A&P RCU
	Every year, upon receipt of APR

	Advisory Committee Meetings
	· Project Manager

· UNDP-India
	Following Project IW and subsequently at least once a year 

	Periodic status reports
	· PMO 


	To be determined by Project team and UNDP-India

	Technical reports
	· PMO

· Hired consultants as needed
	To be determined by PMO and UNDP-India

	Mid-term External Evaluation
	· PMO

· UNDP-India

· UNDP-GEF A&P RCU

· External Consultants (i.e. evaluation team)
	At the mid-point of project implementation. 

	Final External Evaluation
	· PMO, 

· UNDP-India

· UNDP-GEF A&P RCU

· External Consultants (i.e. evaluation team)
	At the end of project implementation

	Terminal Report
	· PMO 

· UNDP-India

· External Consultant
	At least one month before the end of the project

	Lessons learned
	· PMO 

· UNDP-GEF A&P RCU (suggested formats for documenting best practices, etc)
	Yearly

	Audit 
	· UNDP-India

· PMO 
	Yearly

	Visits to field sites (UNDP staff travel costs to be charged to IA fees)
	· UNDP-India 

· UNDP-GEF A&P RCU (as appropriate)

· Government representatives
	Yearly


3. Financial Modality and Cost Effectiveness

The estimated total cost of the proposed interventions under this project is cost effective for realizing the expected energy and environment benefits. The program paves the way for more strategic reductions in the future; the market transformation process being pursued will contribute to further bring down the corresponding cost of each ton of GHG reduced through direct and/or indirect means. Improved awareness of energy efficiency will also increase in consumer demand for other energy efficient products and appliances resulting in significant overall reduction in energy use and resulting GHG emissions. 

Market transformation attempts to influence manufacturers and distributors to stock shelves containing only energy-efficient equipment. This approach is a cheaper and more direct way of changing consumer behavior. An often-stated role and expectation is that the widespread adoption of energy efficiency refrigerators and air conditioners could ultimately transform the ‘market’ in its demand for products/appliances with higher energy efficiency and environmental performance, and create a faster rate of improvement than would occur otherwise. 

Considering the projected CO2 emissions reduction that will result directly and indirectly from the project during the project period (2007-2011), the estimated unit abatement cost is about US$ 0.54/ton CO2. 

	Outcomes
	GEF Amount
	Co-financing
	Total

	1. Improved policy environment and implementation structure for supporting nationwide mandatory energy efficiency standards and labelling  (EESL) program for refrigerators and air conditioners
	800,000
	650,000
	1,450,000

	2. Increased availability (number of models) of energy efficient refrigerators and air-conditioners in the market through state-of-the-art in energy efficient designs, manufacturing technologies, and engineering skills
	1,200,000
	13,800,000
	15,000,000

	3. Increased market share of energy-efficient refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers and retailers
	3,500,000
	11,500,000
	15,000,000

	Totals
	5,500,000
	25,950,000
	31,450,000


	Co-financing Sources
	
	
	
	
	

	Name of Co-financier (source)
	Classification
	In Kind

(US$)
	Cash

(US$)
	Total (US$)
	Status

	Govt of India
	Govt
	1,250,000
	1,250,000
	 2,500,000
	Letter of commitment issued by DG,BEE, Govt. of India

	State Govts
	Govt
	200,000
	200,000
	400,000
	Under discussion

	Manufacturers/Associations
	Private/leveraged
	-
	22,800,000
	22,800,000
	Commitment obtained

	USAID/CLASP
	Bi-Lateral
	100,000
	50,000
	150,000
	On going projects

	GTZ
	Bi-Lateral
	50,000
	20,000
	70,000
	On going projects

	Consumer Organizations
	Private
	30,000
	-
	30,000
	Commitment obtained

	Sub-Total (US$)
	
	1,630,000
	23,820,000
	  25,950,000
	


4. Institutional Coordination and Support 

j. Core Commitments and Linkages

The baseline scenario does indeed contemplate several bilateral and multilateral funding and project efforts. Such as GTZ’s that have focused on initial work towards voluntary compliance with the Energy Conservation Act 2001, initial definition and design of Bureau of Energy Efficiency structure, action plan and program, training of energy managers and auditors, promotion of performance contracting linked to wider EE investments. 

Another important bilateral project has been implemented by the USAID (25 M USD), however it has ended on 30 Sep. 2004.  It primarily focused on activities linked to Utility Demand Side Management (DSM) to facilitate design and initial implementation of conservation policy (it also gave support towards the development of the Energy Conservation Act, the establishment of Bureau of Energy Efficiency and promoted training programs for energy managers and auditors) and market (enabling frameworks and contracts for Energy Savings Companies, ESCO) and financial (ECO loan fund with certain financial incentive schemes to promote innovative supply and demand options in the energy sector) mechanisms. 

USAID also supported the Collaborative Labeling and Appliance Standards Program (CLASP), has provided and will continue to give technical assistance to promote the development of EE standards and labels for selected home appliances (such as refrigerators and air-conditioners) and facilitate the experience of other successful S&L programs world wide although with a focus on US experience.

In addition to these projects, there have been and there will be ongoing efforts funded by the Asian Development Bank (ADB) and the World Bank (WB), in the areas of promoting ESCO, performance contracts and EE investments in general through specific EE projects and RE projects that can access funding through established EE&RE funds (e.g. IREDA).

Many of the government institutions in India are working on just the regulatory approach.  In India, the erstwhile Energy Management Center (EMC) faced the challenge of excessive government control, no market exposure, lack of independence, and lack of implementation partners. BEE is now set to overcome these barriers. To implement the Standards & Labeling program along with market transformation to adopt energy efficient technologies, BEE, the implementing agency of the GOI, require huge funds. However due to resource crunch they are finding it difficult to implement the program in full swing.  They   need additional financial and technical assistance from external agencies for funding and support for the program.

k. Consultation, Coordination and Collaboration between IAs, and IAs and EXAs, If Appropriate.

With the UNDP as the Implementing Agency (IA) and the BEE/MoP as the Executing Agency (ExA), the proposed project will be implemented according to the full project design and results of preparatory activities completed in the PDF-B exercise. The proposed activities and inputs by the government, non-government organizations, community organizations, private sector, financing institutions, academic institutions and other stakeholders in the project are expected to produce the desired outcomes of the success of the project. 

The project’s IA and ExA have conducted the consultation, coordination and collaboration arrangements in a participative approach with the stakeholders in a series of meetings, workshops and official communications. Commitments on co-financing are being finalized as a part of the PDF-B exercise in order to line up the various project requirements that will be augmented by the support being requested from GEF. BEE/MoP and UNDP have been coordinating closely with the country’s GEF Operational Focal Point resulting to the endorsement of this proposed project. 

l. Project Implementation Arrangement

The Ministry of Power (MoP)/ BEE will be the executing agency of the project. A Steering Committee has been constituted by the Ministry of Power to oversee the execution of the project that will be implemented by the Bureau of Energy Efficiency. The steering committee comprises of representatives from the MOP (Steering Committee Chair), BEE, cross-sectoral ministries including the Ministry of Environment and Forests, State Departments of Power, public/private sector organizations, NGOs, prominent experts, and UNDP. The Steering Committee will act as the coordinating mechanism and will provide the necessary guidance and oversight to the project implementation. Individual experts and institutions will be invited to provide inputs as appropriate to specific meetings. The Director General, BEE will be the National Project Director (NPD) who will be responsible for the overall supervision of the project. The NPD will be responsible for the review, monitoring and clearance of the work plan, which forms the basis for project execution. 

The project team (selected by the sub-committee) would be placed under a Project Management Cell (PMC) that will be set up by BEE to carry out day-to-day working of the project. A Project Manager who will be contracted through this project would head the PMC. To this end, the NPD will facilitate the close co-ordination among the various line ministries, state governments, nodal departments, private sector and the participating institutions.

The Project Manager will report to the NPD and the Steering Committee for policy directions, work plan and budget approvals. Funds would be either disbursed through direct payment route (that is, disbursements from UNDP directly upon the request of the NPD or any authorized person from the project team) or to a separate project account to be opened by BEE and will be subject to audit as per UNDP-GEF – National Execution (NEX) guidelines.

Annex A: Incremental Cost Analysis and Co-finance

	Project Component
	Baseline Cost (USD)
	Alternative Cost (USD)
	Incremental Cost (USD)

	Outcomes 
	B
	A
	(A-B)

	1. Improved policy environment and implementation structure for supporting nationwide mandatory energy efficiency standards and labelling  (EESL) program for refrigerators and air conditioners


	 $ 50,000 

 Government will launch the labels and standards in a phased manner. 

Lack of specific expertise for the implementation and management of a standards and labeling program may lead to slow progress of the program. 

This will put its limits on what energy efficiency S & L can achieve.
	 $   1,500,000 

 Institutional and technical framework for implementing appliance standards and labeling program  will be strengthened
Support for enforcement of EESL and evaluation of the program will be available.
Evaluate options and develop strategies for fiscal and financial support for energy efficient refrigerators, air-conditioners, and components through reliable data collection and analysis
	 $   1,450,000 

  Successful implementation of the EESL program for  refrigerators & ACs will lead to early establishment of regulatory mechanism

Options & development strategies shall be available.

	2. Increased availability (number of models) of energy efficient refrigerators and air-conditioners in the market through state-of-the-art in energy efficient designs, manufacturing technologies, and engineering skills


	 $3,000,000 

 Manufacturers will continue to use existing designs without making any efforts to improve the energy-efficiency beyond the minimum requirement & thus the efficient appliances will not be available in the market in the near future.

 
	 $18,000,000 

A national testing and conformity monitoring system for EESL shall be developed.
Manufacturers’ capacity building and support for energy efficiency related R&D and product design/development shall be provided.
Technical support for small and medium scale enterprises shall be available
	 $15,000,000 

 Manufacturers equipped with global efficiency standards & efficient technologies

Production of efficient appliances on the rise due to technical and capacity building support

Supply side of the market transformed

	3. Increased market share of energy-efficient refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers and retailers 


	 $2,000,000 

Due to lack of consumer awareness the market for efficient appliances may not be large & consumer will continue to use the less efficient appliances  

 
	 $17,000,000 

 Support for Design and Implementation of communication campaign will be provided
Incentives/awards for manufacturers/dealers/ retailers for increased sales of energy efficient refrigerators and air-conditioners shall be available.

	 $15,000,000

Consumers able to take informed decisions on energy efficient products 

Demand side of the market transformed

Manufacturers have more than just “business as usual” incentive to produce efficient appliances

	Total Cost
	 $  5,050,000 
	 $   36,500,000 
	 $   31,450,000 


	Project Component
	Co finance (USD)
	GEF (USD)

	Outcomes 
	Government (Central and States)
	Other (Bilateral, manufacturers/other stakeholders)
	

	1. Better policy environment and implementation structure for supporting manufacturing and sales of energy efficient refrigerators and air-conditioners
	 $      600,000 

   
	 $              50,000 

   
	 $      800,000 

 

	2. Increased availability of energy efficient refrigerators and air-conditioners in the market through better designs, technology, and engineering skills 
	 $      800,000 

  
	 $      13,000,000 

 
	 $   1,200,000 

 

	3. Increased market share of energy-efficient refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers and retailers 
	 $    1,500,000


	 $      10,000,000 

  
	 $    3,500,000

 

	Total Cost
	 $           2,900,000 
	 $        23,050,000 
	 $       5,500,000 


Annex B: Project Logical Framework

	S.No.
	Project Strategy
	
	Objectively Verifiable Indicators

	
	Goal
	Reduction of energy use through increased adoption of energy efficient domestic refrigerators & Air-conditioners and thereby reduction of  future GHG emissions 

	
	
	Barriers Addressed

	Indicators
	Baseline
	Target
	Sources of verification
	Risks and Assumptions

	Objective
	To reduce energy use by domestic refrigerators & Air-conditioners in the country through energy efficiency market transformation
	
	Reduction in median energy consumption of Refrigerators (kWh/Yr) and ACs (kWh/Hr)
	Current Median 

(Refrigerator: 400 kWh/Yr

ACs: 1.8 kWh/Hr)


	Midterm  reduction of 25%

Final reduction of 50%
	Evaluation reports from the labelling program 

Annual Market Survey
	The project will result in significantly reduced energy consumption by refrigerators and ACs, but the risk is that increased saturation and preference for higher capacity of refrigerators. /ACs may increase the national energy use.

	Outcome 1
	Improved policy environment and implementation structure for supporting nationwide mandatory energy efficiency standards and labeling  (EESL) program for refrigerators and air conditioners
	
	Federal and state Government notifications on EESL

Energy efficiency labels and minimum efficiency standards notified for refrigerators and air-conditioners by the Government

Budget/Staff allocation for implementing appliance EE programs at Central and State levels


	Labeling program to start by 2007 with refrigerators

MEPS to start after labeling

Total Budget Allocation is negligible

Staff at Central govt level: 2

Staff at State govt. level: 0
	Labeling and MEPS to be notified in 2007 for refrigerators and ACs

Budget (USD 450,000 per year) 

Staff at Central Govt. level: 5 

Staff at State govt level: 1 at each State designated agency
	Govt Gazette Notification on standards and labeling

Annual Budget allocation by the Central and State Govts.

Official orders for staff allocation


	It is assumed that EESL is made mandatory by the government. The risk is low because the EC Act makes EESL mandatory



	Output 1a
	Strengthening institutional and technical framework for implementing appliance standards and labeling program
	1a
	Preparedness of State level designated agencies for implementing appliance EE programs
	Minimal state level implementation activity initiated.

No manpower and budget allocation for Designated agencies
	Comprehensive state involvement in EESL implementation

Pilot implementation program in three selected states

At least one designated staff for EESL in each of the other states
	Meeting and workshops held with state agencies

Official orders for staff and budget allocation
	It is assumed that the state government and other state level agencies are included in the EESL implementation approach



	Output 1b
	Support enforcement of EESL and evaluation of the program
	1a, 1b
	Trained staff for program implementation

Annual assessment of EESL program (impact and process evaluation)
	Minimal training of state agencies

Minimal assessment planned
	Trained staff at central and state levels

Detailed impact and process evaluation every 2 years
	Training programs conducted

Contract for assessment awarded
	Inertia within the administration may delay the process evaluation

	Output 1c
	Evaluate options and develop strategies for fiscal and financial support for energy efficient refrigerators, air-conditioners, and components through reliable data collection and analysis
	1b, 2c, 4a, 4b
	National level appliance energy end-use monitoring
	No end-use monitoring planned 
	Comprehensive end-use monitoring program in place by 2007 end
	Contract for monitoring awarded
	It is assumed that the government will support fiscal incentives for EE

The data/analysis from end-use study may not be of significant value unless a comprehensive nationwide program is implemented

	Outcome 2
	Increased availability (number of models) of energy efficient refrigerators and air-conditioners in the market through state-of-the-art in energy efficient designs, manufacturing technologies, and engineering skills
	
	Number of energy efficient refrigerator and air-conditioner models in the market

Benchmarking of Indian product wrt to international levels

Median energy consumption of Refrigerators (kWh/Yr) and ACs (kWh/Hr)
	No tested energy efficient products in the market

Current international  benchmarking study indicates that there are no energy efficient refrigerators and ACs models in the market
	>20% EE models by 2008

>50% EE models by 2009
	Data from Energy labels

Benchmarking study to be commissioned every 2 years
	It is assumed that there are no delays in providing policy level support for EE and the EC Act is implemented expeditiously

The project will result in significantly reduced energy consumption and GHG an emission for refrigerators and ACs, but the risk is that increased saturation and preference for higher capacity of refrigerators. /ACs may increase the national energy use.

	Output 2a
	Developing a national testing and conformity monitoring system for EESL
	1a, 5a, 2d, 5c
	Number of new test facilities

Number of test facilities upgraded and accredited

Proficiency testing program for refrigerator and AC labs with international correlation
	Just One New AC facility planned

Most Ref labs upgraded/ No AC lab upgrades planned

Proficiency test for inter-lab correlation not planned
	2 new AC and 2 Ref labs 

All ref labs upgraded and accredited/ AC labs upgraded

All labs to be correlated to the reference labs through proficiency testing
	Test facilities in place

Test facilities upgraded and accredited

Proficiency testing conducted and reports published


	It is assumed that market demand for testing will increase resulting in greater demand for test facilities

	Output 2b
	Manufacturers capacity building and support for energy efficiency  related R&D and product design/development
	5a, 5b, 4c
	Number of design engineers trained in EE 

Number of trained engineers for EE testing
	Design training not planned

Manuf. Have some training
	Design engineers from all manuf. and independent labs trained
	Training workshops conducted

Investment in R&D by manuf. and published results
	It is assumed that manufacturers resources for EE design development

	Output 2c
	Technical support for small and medium scale enterprises
	2d, 3b
	Number of engineers trained in EE design from small scale enterprises

Increased access to EE information for small/medium enterprises
	Not Planned

Not Planned
	Engineers from most small and medium  manuf. trained 
	Training workshops conducted


	It is assumed that small and medium enterprises are include in the mandatory EESL program

	Outcome 3
	Increased market share of energy-efficient refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers and retailers
	
	Change in buying behavior of Consumers

Change in % sales of EE models
	Current survey (IMRB 2003 and LINTAS 2005 study) shows little consumer awareness/preference for energy efficiency, especially for refrigerators

No energy efficient products in the market so the market share is zero


	Higher consumer preference for EE 

Higher sales of EE models (midterm 25% final 50%)


	Consumer survey every 2 years

Data from labeling program
	It is assumed that the cost economics for EE appliances is not too unfavorable for manufacturers and consumers 

	Output 3a
	Design and implement a communication campaign
	2a, 3a, 4a, 4b
	Change in consumer perception of EE
	Minimal level of consumer awareness campaign planned and budgeted
	Comprehensive consumer awareness program in place with substantial funding  
	Consumer awareness program implemented

Consumer survey report
	It is assumed that the consumer awareness campaign is complementary with other incentive/promotional schemes

	Output 3b
	Design & implement Incentives/awards for manufacturers/dealers/retailers for increased sales of energy efficient refrigerators and air-conditioners
	2a, 2b
	Increased promotion by manufacturers/dealers/ and retailers for EE products
	Incentive or awards programs are not planned
	Awards for EE appliances in place
	Announcement for awards
	It is assumed that funds and resources are made available for the wards and incentive scheme by the government


Annex C: Response to Project Reviews

a)  Convention Secretariat comments and IA/ExA response
b)  STAP expert review and IA/ExA response

c)  GEF Secretariat and other Agencies’ comments and IA/ExA response

b) STAP Review
19 March 2006

Comments on UNDP/GEF Project with India, “Market Transformation through Consumer Awareness Programs for Energy Efficiency Standards and Labelling,” Project Brief, March 2006


William Chandler, President, Transition Energy and Adjunct Professor of International Policy, Johns Hopkins University School of Advanced International Studies

Thank you for the chance to review this proposal. The reviewer’s intention is to support revision—probably a major revision—of the text in order to make a stronger case for funding of this critically important activity of encouraging efficiency labels and standards in India and around the world.

	Scientific and Technical Soundness of the Project 

	Response from the Project Team

	This reviewer had some difficulty in connecting the goals with the methods of the proposed project. This difficulty, of course, may be the fault of the reader, or it may simply be that the draft needs another iteration to make clear the intentions of the project designers. In some cases, however, significant questions arise in reading the text. The “detailed comments” section of this review highlights a few of these issues, hopefully in a manner that will facilitate clarification and approval of this project. That is, this reviewer completely supports the intentions and goals of the project, but has some reservations about the methodology and implementation methods described. (Please see “Detailed comments” for specific instances of these concerns.)
	The proposal has been revised and rewritten to address comments from the reviewer.

	
Global Environmental Benefits of the Project

	

	Improving the energy efficiency of appliances in India would have undeniably significant global benefits as a result of potentially very large reductions in greenhouse gas emissions. Appendix F to this proposal quantifies this potential. The proposal would benefit from bringing into the body of the proposal itself at least some of the quantitative estimates provided in Appendix F. Without those estimates, and without linking those estimates to the specific programs proposed to be funded by this GEF/UNDP proposal, the proposal would be difficult to defend.
	Table 1 in the Executive Summary has been updated to include energy and GHG saving potential.

	
How the Project Fits Within the Context of the Goals of GEF, Its Operational Strategies, and Program Priorities

	

	This reviewer has no doubt that the project proposed—even in the general and sometimes vague manner in which the current draft describes the proposed project—fits well within the goals and strategies of the GEF. The draft is correct in identifying energy efficiency, and the energy efficiency of appliances specifically, as a top-ranked if not the top-ranked cost-effective option for reducing the growth of greenhouse gas emissions worldwide, especially in a large, rapidly-growing, technically inefficient economy such as India’s.
	

	
Replicability of the Project

	

	In the case of this proposal, replicability of the project is a question not about whether the proposed approach can be replicated elsewhere, but whether it can be replicated in other Indian states (other than the three states proposed for implementation in this proposal) and in relation to other appliances (other than refrigerators, as proposed). This reviewer, based on experience in the United States and Europe, believes that in general (with respect to the generic approach of creating appliance labels and standards) believes the answer is clearly, “Yes.” The consensus of reviews of the U.S. experience, for example, conclude that U.S. standards and labels has been overwhelmingly successful. That is not to say, however, that the specific actions proposed in the proposal will be replicable, if only because as this point the proposal remains too vague as to the specific efforts to be supported and undertaken.
	The EESL program in India is proposed to be mandatory. All states will enforce it with federal government support. There is tremendous scope for replication for other products. BEE is already working on EESL program for lighting products (Fluorescent Tube Lights, Ballasts, CFLs), pumps, motors, domestic hot water systems, ceiling fans, and consumer electronic products. The market transformation success story of refrigerators and air-conditioners will be replicated for other products and appliances.

	The proposal alludes to the need for a “tax on the labels” in order to pay for an on-going program. This reviewer finds that proposal alarming. The tax, which would be borne either by the manufacturers or consumers, is sure to generate resentment and make the entire program a political target from which populist politicians would likely flee. A better idea would be to tax non-compliance with the labeling program, including taxing other appliances (besides refrigerators) which did not display labels. That would provide an incentive to participate in and to sustain the program, as opposed to an incentive for manufacturers and consumer groups alike to try to kill it.
	This levy of fee is a part of the Energy Conservation Act and agreed by all the stakeholders in the EESL development process. The Ministry of Power and BEE have decided to make all energy efficiency programs self sufficient to ensure long term financial independence for BEE.

The fee will be used to support EESL activities including test lab setup, training, consumer awareness, and market development for energy efficient appliances. The amount of fees will be less than 0.5% or the list price of the appliance and shall be determined after considering all aspects and will be revised from time to time. The current proposed fee for refrigerators is $ 0.25 per refrigerator and $1 per air conditioner. This will create funds for supporting various energy efficiency and conservation efforts of the government, and ensure sustainability of the Standards and Labeling Program. 

	
Additional General Comments
	

	Many instances of poor drafting and editing remain in this text. This “first-draftitis” is likely to call attention to the draft as seemingly immature, and puts the proposal at risk. A quick, major effort could be applied to salvage the draft, but it needs work before it can be endorsed even by a reviewer, including this one, who normally would be excited to support such a proposal.
	The proposal has been thoroughly revised to make it succinct.

	The reader has to get deep into the text before being able to discern the specific nature of the proposal. This reviewer was still wondering about the real nature of the implementation plan even one-tenth of the way through the text.

	The project goal, objective, and outcomes have been explicitly specified. The GEF alternative section has also been updated  to describe the project objective and approach with the following text.

“The project aims at producing market transformation for refrigerators and air conditioners leading to a significant increase in the number of energy efficient products available to the consumers and a large market share for these energy efficient products. The market transformation effort would be based on the existing EESL program of the government, and catalyze the market through consumer awareness, technology and design training, incentive programs for consumers, manufacturers and retailers. This will exceed the pace at which energy efficient refrigerators and air conditioners will be produced and sold in the country under the business-as-usual scenario without GEF intervention.”

	Detailed Comments

PART- I    Situation Analysis
	

	1.1
Context and global significance:
	

	
	

	This section could mention that India’s is the world’s second largest population and continues to grow at 1.7 percent per year.
	Reference added

	This section could also say that India has not performed as well as it’s neighbor China in achieving energy efficiency. 
	

	Figure 1: 

This critically important reference is not very well sourced. While I believe the graphic to be approximately correct, it would be better to have a better reference than a non-specific web site address.
	Source: Presentation by Mr. Claude Mandil, Executive Director, IEA in Delhi ( 2-4 Feb., 2006)
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	1.2
Threats & root causes:
	

	
	

	This title seems “off.” It might be better to use something like, “The Risk of Climate Change for India.”
	The title has been revised

	Regarding the bulleted item of risks and threats on (electronic file page number) 6 of the draft, the authors could indicate how many people might be affected by rising sea levels; just how serious is “risk of lower agriculture production” and the magnitude of risk “of increased frequency of climate extremes like floods, tropical cyclones.” This section states that “the root cause of global warming is the emission of greenhouse gases from power plants and vehicles.” This statement is not very precise: it is the use of energy, period, and certainly it is industrial energy use in many countries, including India, which represents the largest source of emissions.
	Section revised

	This section is in general not well-constructed. It fails to set a compelling context for India to take action on climate change. The authors would do well to paraphrase from the IPCC Third Assessment Report to indicate the magnitude of the risk globally and regionally. Certainly, an IPCC reference would serve better here an OECD reference, as used.
	

	1.3
Barrier analysis:
	

	Whether hydro meets opposition or not is not entirely relevant. What is relevant is whether hydro causes significant environmental and economic losses as to merit criticism. 
	Section revised

	
	

	Regarding this section’s evaluation of renewable energy, this reviewer generally agrees with the assessment. However, it would serve better to be more specific here. You could say for example, that wind power is the most mature alternative energy source, but that its low capacity factor—only about 0.33—is indicative of the intermittent and therefore problematic nature of some renewable energy sources.
	Section Revised

	The assertion in this section regarding nuclear power (“…has also not been harnessed to the extent to which the dependence of coal based generation could be reduced”) is an unclear statement which will open the draft to criticism. Certainly, nuclear power is technically capable of being able to reduce use of coal if its risks and costs were deemed acceptable. The problem is more one of high cost, a barrier to nuclear that is unlikely to go away.
	Section Revised

	This section’s references to Soviet-era experience with appliance efficiency standard in Poland and Russia are not credible. Those examples are negative ones, and undermine the case for this proposal.
	Section Revised

	This section’s reference to the “California standard” is too brief to be helpful. The text could usefully explain that the California standard, along with those of three other U.S. states, helped lead to a federal standard for key energy-using appliances. And that in the case of the refrigerator, the average annual usage per appliance was cut from 1600 kWh per year to less than 600 kWh per year, at no net cost to the consumer and with no loss of service. LBNL has a useful figure of this history which could be persuasive here.
	Section Revised, more details of the California experience have been added

	The “barriers” discussion in this section refers to “No willingness/incentive for manufacturers to invest in energy efficiency.” This is probably an over-statement. Manufacturers could sell more appliances by marketing them as more-efficient. The barrier is that manufacturers fear making changes in there products because doing so tends to reduce product reliability, and few things reduce market share more than getting a reputation for unreliability.
	This has been updated to read that the manufacturers have no incentive to invest because they don’t perceive a market for energy efficiency.

	The discussion of “information barriers” in this section is quite good.
	

	1.5
Stakeholder analysis:
	

	It is a little difficult to understand from this section what has already been accomplished in India with respect to standards decision-making, and what remains to be done. 
	This is now explicitly specified in baseline analysis

	For example, the test states, “For the development of this project the manufacturers, Bureau of Indian Standards, representatives of consumer associations, state designated agencies, testing laboratories, MoEF, NABL, etc were invited for the design of Minimum Efficiency Standards and Energy Efficiency Labels.” It’s not clear to this reviewer whether this actually happened or not and if so what was the result, or if this activity remains to be conducted.
	Section revised

	In this section the text asserts, “Recent studies have shown that existing Indian refrigerator technology could be improved and corresponding energy consumption lowered by more than 50% for many currently popular refrigerator size ranges and models.” This point is a crucially important point. It should be referenced and moved up front in this document and used in the context of justifying this initiative.
	Section Revised

	PART- II      Strategy              
	

	2.1
Project Rationale and Policy conformity:
	

	This section states that, “The refrigerators & room air-conditioners segment in the country has been growing at a rate of approximately 15-20% per year for the last 3 years.” This fact is very important because it demonstrates the importance and magnitude of the issue the proposal seeks to address. This rationale should be emphasized and put up front in the document so the reader understands why this proposal is important.
	Section Revised

	Figure 2

This illustration of an appliance label confuses and concerns this reviewer. Is the reader intended to think that this is an example of a good label? How can one tell whether this label indicates a good purchase? What does “700 units” mean? Does it refer to kWh? Can a cost of energy savings per year not be given? Should one buy this model be satisfied to get a “four-star” model, or should the buyer consider getting the “five-star” model? What information in this label helps one to make that decision? Or is intended to be an illustration of what needs improving in the Indian labeling system?
	The label description has been added.

A Unit is the common term for kWh in India. As a part of the label design exercise over 90% of the respondents could understand the term “Units” and read the label. 

Cost of energy varies from state to state and it would be difficult to put that number on the label.

The five-star label is designated for most efficient products and the market transformation effort will be to produce more fife-star models and increase the sales of these models.

The impact of the energy label will be evaluated during the GEF project, and if needed, the label will be revised/updated

	On (electronic file) page number 17, the text states that, “Given the rapid growth in the Indian Consumer Sector, improvements in the energy efficiency of the household appliances (such as refrigerators and air-conditioners) would yield major energy savings.” It would be very beneficial if the text could quantify this “major savings”.
	Table 1 of Executive summary and appendix F have details of saving estimates.

	2.2 
Project Goal, Outcome and Output/activities:
	

	Project Goal:
	

	The text here states that, “The project goal is to reduce India’s future GHG emissions by producing and utilizing more energy efficient domestic refrigerators and air conditioners.” Can this goal be made quantitative?
	The quantification is a part of the log frame. The objective is to improve median efficiency by 45% for refrigerators and 11% for ACs and also to increase market share for energy efficient models  to 50%

	Also in this section, the text states, “The project will implement an incentive program for manufacturers to maximize energy savings in their design or redesign of new refrigerator models that raise energy efficiency by 40% over current models (the “hurdle rate”).” The reader would like to ask, ‘Why 40 percent?’ Is this goal based on analysis which the reader should know about, and which could be cited here?
	This is the cost effective technical potential (Appendix F)

	This section takes a somewhat surprising turn when it states that, “Manufacturers will also be assisted by targeted training programs and technical assistance to develop bids for the incentive program, to acquire new design skills, to apply design skills to existing models, and to familiarize manufacturers with leading international refrigerator technology.” This statement is confusing because it appears now that one of the main goals of the proposal will be to develop a “golden carrot” program that offers a manufacturer an incentive to produce a product with efficiencies about a certain amount. This could well be a great idea—this reviewer himself participated in such a program as a consumer—but the program seems qualitatively different from standards and labels, which the proposal initially indicated was its focus. The golden carrot could well be a good complementary program for standards and labels, serving as both an incentive for manufacturers and a public education program for consumers. But it is not a prerequisite for standards and labels. Is it the authors’ intention to assert that this incentive is really necessary for a labels and standards program in India?
	The GEF project will support the implementation of EESL program as a part of more comprehensive market transformation activities. These activities will include “golden carrot” like programs to address existing appliances. These activities complement the EESL program but go far beyond the business-as-usual (EESL only) scenario without GEF intervention.

	This section also raises questions in its listing of “specific outcomes”:

The project will target the following specific outcomes:
	

	4. “Better policy environment and implementation structure for supporting manufacturing and sales of energy efficient refrigerators and air-conditioners.” [Is this outcome too vague?]
	Revised and reworded

	5. “Increased availability of energy efficient refrigerators and air-conditioners in the market through state-of-the-art designs, technology, and engineering skills.” [This outcome seems out-of-focus with the purported purpose, which is the introduction of labels and standards. That outcome—efficient appliances—does not necessarily imply “state-of-the-art,” which has the connotation of the most-advanced technical design.]
	Revised and reworded

	6. “Increased market share of energy-efficient refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers and retailers.” [What increase in market share is the goal?]
	Revised in the log frame to indicate the change in market share from 0 to 50%

	Section 2.5
	

	Financial sustainability 
	

	Please see the reviewer’s comments under “Sustainability of the Project,” above.
	Section Revised 



Thank you again for the chance to review this proposal. 

 [Original signed by]

William U. Chandler

19 March 2006

c)  GEF Secretariat and other Agencies’ comments and IA/ExA response

	S.No.
	Comments as in GEFSec review sheet
	Response

	1
	A new endorsement letter is provided from Mr. Sudhir  Mital, India’s current GEF OFOP, dated 20, 2006
	No response needed

	2.
	Integrate experiences and lessons from other projects that are mentioned in the concept as well as CFC phase-out (i.e., not just about consumer awareness or S&L).
	These aspects have been incorporated in the documents. 

Key issues are:

1. EE design training

2. Component efficiency

3. Market based efforts to support regulatory programs.

	3.
	The project is entitled “Market Transformation through Consumer Awareness Programs for Energy Efficient Standards and Labeling.” However, the project scope goes much beyond consumer awareness and S&L program, but includes financial and economic incentive schemes, etc. The project strategy will emphasize (i) close industry involvement from beginning to end, (ii) awareness and capacity building to all concerned stakeholders, (iii) strong support foe testing facilities, and (iv) addressing both demand and supply issues. These are all sound elements for market transformation. Given the scope and strategy of the current proposal, it is suggested that the project title be changed to “Market Transformation for Energy-Efficient Refrigerators and Air-conditioners” (MTEERAC)


	Project title changed to “Market Transformation for Energy-Efficient Refrigerators and Air-conditioners” (MTEERAC) “.

Title changed in Executive Summary – Page No. 1 And in page No. 2 of the Project Document



	4.
	Project components/outcomes:

1. Improved policy environment and implementation structure for supporting nationwide mandatory EESL program for refrigerators and air- conditioners.

2. Increased availability of EE models in the market (including setting up a national testing and conformity Monitoring system).

3. Increased market share of EE refrigerators and air-conditioners through consumer awareness and incentive programs for consumers, manufacturers, dealers, and retailers.

4.The project design appears to have sound objectives and outcomes.

5. Project activities, i.e., how to get there, are generally vague. Take one example: Activity 3.5 Incentive/awards for manufacturers/dealers/retailers for increased sales of energy efficient refrigerators and air-conditioners; refrigerator mass purchase program; dealer incentive program; and consumer buyback/recycling program. These generic program titles provide little information as to how the programs will be designed and implemented. This general weakness of the proposal needs to be thoroughly addressed.
	The activities details have been added. Although these activities details have been developed during PDF-B phase, these were left out because they are still pending formal government approval.

Reference: Section 1.a of the Executive Summary and Section 2.3.2 of the Project Document 

	5.
	The baseline includes an EESL program implemented in a “phased manner”. Please explain what this refers to.
	The approach of the government is to introduce EESL, one product at a time. Even when dealing with one product, refrigerator for example, different refrigerator types i.e. direct cool and frost free etc., will come under the purview of EESL over a one-two year period. This is being done because of lack of capacity at central and state level for program. Lack of adequate trained staff, test labs, etc. The MTEERAC project is designed specifically to overcome these barriers and accelerate EESL Market Transformation.

	6.
	Baseline: In addition to GTZ and USAID DSM programs, CLASP (also supported by USAID) has and will continue to support India’s S&L program. These plus government programs should form the baseline for the GEF project. It is important to clarify the baseline and secure that GEF funding will be incremental and will not overlap or duplicate the existing and planned activities funded by other sources.
	GTZ, USAID and CLASP funding is limited to providing technical assistance for EESL design and development only. There is no provision of funding for comprehensive program implementation proposed in the MTEERAC project.

Reference: Section 3.a of the Executive Summary and Section 1.6.2  of  Project Document

	7.
	MOP has earmarked Rs. 500 Millions for energy conservation. How much of this is for S&L programs. And how much will be used to co-finance this project?


	Rs. 500 Million is the corpus fund (seed money) of the Bureau of Energy Efficiency (BEE). BEE uses only the interest earned from this corpus to meet its operational expenses.  BEE is mandated to generate its own revenues for supporting its activities. The co-financing for MTEERAC project will come from a separate government budget. 

Reference: Section 3.b of the Executive Summary and Section 1.4  of  Project Document

	8.
	This proposal has a section on India’s commitment to the Montreal Protocol (MP), but has no discussion on how it is relevant to this project.
	The climate change projects under the MP have been very successfully implemented in India. They have demonstrated the potential for implementing large scale programs in collaboration with the government and the refrigerator AC industry.   These stakeholders are involved in the process and, as such, it is an indicator of the fact that the MTEERAC project under the GEF is also likely be successful

Reference: Section 2.b of the Executive Summary and Section 2.6.3 of  Project Document

	9.
	The project alludes to lessons learned from UNDP-GEF China and Algeria refrigerators projects. Please elaborate

on what has been learned and how the lessons have been incorporated into the design of the current project.
	The MTEERAC project of India is being replicated based on the successful projects of China and Tunisia (not Algeria, this was a mistake). The activities have been suitably modified based on their experience. 

Reference: Section 1.a Executive Summary 

	10.
	The page numbers of the Table of Contents are incorrect. The documents can use some further editing. Also make sure the list of acronyms is complete.

	Corrected

	11.
	Sustainability is discussed at the technical, institutional, financial, and social levels.
	No response needed

	12.
	Replication will cover other consumer appliances, such as lighting products, pumps, hot water systems, etc.
	No response needed

	13.
	The proposal mentions consultation done by UNDP & BEE/MOP with a wide range of stakeholders, but there is no discussion of exactly who were consulted, what were the issues, what was the outcome, etc. What is the status of PDF-B implementation?
	A table with stakeholder, consultations details has been added.

Reference: Section 3.d of the Executive Summary and Section 14: Annexure I of the Project Document

PDF-B activities are completed and a status summary has been added.

Reference: Section 15: 15Annexure J: of the Project Document



	14.
	The Steering Committee is said to have been consulted, but some key stakeholders are not specified: public/private sector organizations, (?), NGOs(?)…Nor has the past stakeholder consultation been adequately detailed. It is important to get all relevant stakeholders involved from the beginning, including government agencies responsible for quality, standardization, certification, manufacturers (associations) of refrigerators and AC’s. Stakeholder consultation plan for the future of project implementation must be documented.
	A table with stakeholder, consultations details is being added.

Reference: Section 14: Annexure I of the Project Document



	15.
	Under M&E and Project Implementation Arrangements, MOP is given as the Executing Agency of the project and BEE as the Implementing Agency. Elsewhere, BEE/MOP is the Executing Agency. Please explain the project implementation arrangements and correct the discrepancies. 
	UNDP is the “Implementing Agency” and MOP/BEE is the Executing Agency Changes have been made in the documents



	16.
	GEF: US$ 6 Millions

GOI: US$ 2 Millions

State govts.: US$ 0.4 Millions

Manufacturers US$ 22.8 Millions

USAID/CLASP: US$ 0.15 Millions

GTZ: US$ 0.07 Millions

Consumer organizations: US$ 0.03 Millions

Total: US$ 31.45 Millions

The co-financing sources are listed as both in-kind and cash. Please specify which for each source.


	Co-financing table has been updated with this information

Changed in page No. 1 of the Executive Summary and also in Annexure A – Incremental cost analysis & co-financing

	17.
	This concept was originally pipeline entered for US$ 5 Millions from GEF. Why has this amount increased to US$ 6 Millions and why should it not be held to US$ 5 Millions
	Launch of S&L program was assumed to be a part of the baseline when the MTEERAC program was conceived. However, the EESL program launch has been delayed and its implementation is included in the MTEERAC program increasing the cost to US$ 6 Million.

Revised to US$ 5.5 Million

	18.


	Response to STAP expert review has been provided. The criticism of the general vagueness of the project is a valid point; some improvements may have been made, but more needs to be done (see comments under Project Design).
	Document has been reviewed and edited for content and style.

	19.
	On the issue of tax on labels, GEFSEC has similar concerns as the reviewer. Although the response gives a clear explanation, the concern is that the levy may give a bad name to the S&L program, under the support of manufacturers for the program, and place too much emphasis by BEE on revenue generation rather than launching and sustaining an effective EES&L program. We would like to ask the project proponent to reconsider this approach and minimize the potential negative effects.
	This is being discussed with BEE.

	20.
	The issues raised need to be satisfactorily addressed. Project design needs to be significantly strengthened before technical clearance for WP inclusion is considered. 
	Details have been added to the program design and the documents have been updated to reflect the changes.


Annex D: Summary of Label Design Research

The research approach and results of an analysis of India’s appliance market vis-à-vis energy efficiency emphasizing stakeholder preferences in comparative energy information label design are given below. The lessons learnt from the three–phased research project including:  secondary research, a manufacturer baseline market survey; consumer focus groups; manufacturer and retailer depth interviews; as well as a consumer survey are presented. 

Key Lessons Learned

This research confirms the findings of many other comprehensive label design programs worldwide.

1. Prior research has noted the importance of multi-method approaches to label design. In this case, as in research in the US and elsewhere it was found that the qualitative methods revealed slightly different and complimentary findings.  For example, only in comparing the results of the focus groups and survey does a complete picture of consumers understanding of energy conservation as a factor in purchase and in home behavior emerge.

2. This research confirms the receptivity of the consumers to the idea of energy labeling and its usefulness as an information tool.

3. This research confirms the findings of other star-based designs.  Specifically, the trend of a small portion of end-users who conclude the opposite of the desired message implicit in the rating scale is maintained.

4. This research confirms the importance of a government endorsement to authenticate the logo. This is an important lesson learned as prior hypotheses were that in countries with historic problems of bureaucracy and/or corruption this might not be the case.

5. This research confirms the importance of understandable labels that avoid being overly technical.  Taken in the context of other international research on label design, it suggests that the measure of energy consumption included as the base of the label is particularly localized.  For example in the US, annual operating cost was found to be paramount.  In China, kWh consumption over 24 hours was preferred and cost data was not received positively. Here in the Indian case, it appears that units per day or hour were preferred.

6. Overall, the project demonstrates the importance of research-based label design as many of the conclusions could not be accurately hypothesized by policy-makers without such thorough investigation.

Annex E: Summary of Label Rating Plan

A detailed rating plan and minimum energy efficiency threshold have also been developed for refrigerators. The air-conditioner rating plan and label design are expected to be finalized by the fourth quarter of 2006. The target of the label rating plans is to reach or exceed international standards in a phased approach. The label rating plan will be upgraded every three years until an internationally benchmarked energy efficiency level is achieved. The minimum standard and rating plans have been fixed until the year 2012. This will allow better planning and appropriate time to the manufacturers for retooling manufacturing plants. 

The initial rating plan, applicable w.e.f 1 July 2005, is based on the efficiency of the products currently available in the country and sets a target for higher efficiency. Further rating plans applicable w.e.f 1 January 2009 and 1 January 2012, are progressively more stringent, with the objective of achieving highest international efficiency standards in six years. With this progressive rating plan, the industry will know the target efficiency levels in advance and will have sufficient time to upgrade designs and production to meet the more stringent label levels. 

The frequency of updating the rating plan may change after 2012, once the target it achieved. The entire standards and labeling program shall be re-evaluated at that time. 

The 1-Star level in the rating plan will be the de-facto minimum efficiency standard for the product. A product not meeting the 1-Star level will not be eligible to participate in the labeling program.
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Figure 1 BEE Energy Label Design


























































































� Source: Extracts from speech by President, Refrigeration and Air-conditioning Manufacturers’ Association (RAMA) India, 2003


� Energy efficiency standards are a set of procedures and regulations that prescribe the energy performance of manufactured products. Energy efficiency labels are informative labels affixed to manufactured products indicating products' energy performance and efficiency in a way that allows for comparison between similar products or endorses the products' use.


� The Energy Efficiency Standards and Labeling program in India has been supported by several funding agencies including USAID, UNDESA, USEPA, GTZ, See Annex E for details of the labeling program


� Smallbone, T., (2004) Can ‘Market Transformation’ Lead to ‘Sustainable business’? A critical Appraisal of the UK’s Strategy for Sustainable Business. Business Strategy and the Environment 13


� Blumstein, C., Goldstone, S., Lutzenhiser, L., 1998. A theory-based approach to market transformation. 1998 ACEEE Summer Study, American Council for an Energy Efficient Economy, Asilomar, CA.


� Refer to the barriers listed in Section 1a of this report


� Source: INTRODUCTION OF ENERGY LABELS:  ASSESSMENT OF MARKET & CONSUMER RESEARCH IN INDIA by Sanjay Dube, Tanmay Tathagat, and Christine Egan, CLASP 2005


�  P. Waide, C. Egan and J. Minhong.  “Findings of Energy Label Design Research in China”  ACEEE Summer Study. 2004 & C. Egan. “Testing of International Labelling Approaches with US Consumers.  EEDAL 2000
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