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Background
The EU is developing an integrated energy policy framework for the period up to 2030 to ensure regulatory certainty for investors and a coordinated approach among Member States. Improved energy efficiency is essential to all EU climate and energy policies. Progress towards the 2020 target of improving energy efficiency by 20% is being delivered by policy measures at the EU and national levels. The role of energy efficiency in the 2030 framework will be further considered in a review of the Energy Efficiency Directive due to be concluded later in 2014.
Within the context of the 2020 framework, the Directive establishes a 20 % headline target on energy efficiency expressed as the ''Union's 2020 energy consumption of no more than 1 474 Mtoe primary energy or no more than 1 078 Mtoe of final energy''. With the accession of Croatia the target was revised to 1 483 Mtoe primary energy or no more than 1 086 Mtoe of final energy''. This led to an obligation on each Member State to set an indicative national energy efficiency target in the form they prefer (e.g. primary/final savings, intensity, consumption) and, by 30 April 2013, to notify it together with its 'translation' in terms of an absolute level of primary energy consumption and final energy consumption in 2020[footnoteRef:1]. [1:  The target submitted by Malta in April 2013 refers to a 237.019toe savings target by 2020, implying primary and final uses of 0.825 and 0.493 toe respectively.] 

This note presents some ideas on the development of indicators and targets for the 2030 horizon.

Criteria for the selection of Indicators and Targets
It is recognised that energy efficiency plays a crucial role in sustainable development. Energy efficiency should ideally act as a catalyst, not as a deterrent, to economic growth and development, by promoting behaviour, activity, research and technical development which combines income generation with environmental and climate amelioration. In turn, the patterns of energy use and economic activity, and the potentials to achieve energy efficiency in a manner which is furthermore conducive to sustainable development, is highly influenced by the specific country conditions, including the starting point characteristics with respect to economic and social development, meteorological, climate and environmental conditions, country size, state of infrastructural development especially those related to energy production and transport, access to energy resources and markets, etc. 
In this context, indicators and targets which focus exclusively on absolute levels of energy use are considered to be insufficient to the attainment of the overall objectives of the 2030 framework.  For the purposes of assessing energy efficiency, it is considered more appropriate to utilise indicators where energy consumption is relative to factors influencing its use. This would lead to more sensible indicator or target levels after that the translation into absolute amount of energy use is done. The factors which may be relevant in this context include:
· Size of economic activity: energy consumption is relevantly measured relative to a measure of economic activity, most notably Gross Domestic Product (GDP), in the context of the well-known measure of energy intensity – the downward trend of this variable over time would indicate the extent of decoupling of energy use from economic growth;
· Level of economic development: a high energy intensity can be viewed to constitute a stronger problem in the context of low economic development and conversely, a low energy intensity is more desirable within the context of a high level of economic development; the expression of energy intensity relative to a benchmark indicator of economic development (e.g. EU per capita GDP = 100) would enable the formulation of assessments in this regard;
· Composition of economic activity: energy intensity is ideally expressed in terms of sectors of energy consumption, to include at a basic level the residential sector, industry, transport, and services. In this context, the reference of comparison for energy use would not necessarily be GDP (or value added), but could include variables such as employment (for all productive sectors), length of transport network/km travelled by people and cargo (for the transport sector) and area occupied by housing/population or consumption expenditure (for the residential sector).
· Meteorological and climate conditions: energy use, or indeed intensity, could be viewed as relative to meteorological or climate conditions which would affect, positively or negatively, this variable, including variability in temperature, extent of daylight availability, etc.
· Country size and extent of integration with the EU energy market: energy efficiency can also be viewed relative to the extent of effective access of a country to resources, particularly energy resources, and the consequent ability to diversify its mix without need for excessive reserves and backup facilities.
The above list would constitute a base of measuring energy efficiency performance and for setting future potentials and targets in a manner which considers individual country needs and potentials and the sectoral level considerations. These indicators would be translated into aggregate country level energy use.
For the purposes of setting country targets, an appropriate approach could consider:
· from a bottom-up perspective, the extent of need and of potential of each individual country in achieving energy efficiency gains, basing on the framework described above;
· from a top-down approach, the extent of the need for further co-ordinated effort to achieve even stronger gains leading to improvements at the level of the Union.
Consideration should be taken of the bottom-up need and potential of a country to achieve energy efficiency, as influenced by the relative indicators listed above, and others such as:
· current state of energy efficiency: if a country is already at a high level of energy efficiency, the potential for further significant gains may be limited – a determination in this regard would ideally be made through a sector level analysis, as different potentials may exist among different sectors within any one country.
· potential to undertake infrastructural investments, especially in the transport and energy sectors, which are conducive to energy efficiency, etc. A determination in this regard may be done by considering a mix of variables including average generation efficiencies in the electricity sector, the age of fleets in the transport sector, etc. 
· state of economic development: countries with a high level of economic development may be in a better position to achieve even further efficiency gains in spite of extent past achievements.
Through the use of the above variables and similar indicators, an assessment of the potential of individual countries to achieve further improvements in efficiency gains would be derived. Through the use of the same indicators, target levels of energy use of a future time horizon would be obtained, reflecting “endogenous” improvements at the country level, that is efficiency gains which would be continued to be reaped by the countries in consideration of their individual potentials and needs, and excluding the effects of supra-national efforts set by targets at the EU level. These endogenous improvements can be expressed at the individual country level in terms ratios of energy use as discussed above, and finally, in terms of energy consumption levels, both from primary and final use perspectives.
The aggregation of the endogenous improvements would lead to the overall improvement which can be expected to take place at the level of the Union, ultimately expressed in terms of energy consumption for a future period, most notably 2030. This would then be compared with the desired target at the EU level determined from a top-down perspective. Any shortfall would be distributed between countries, ideally in an equitable, rather than strictly uniform manner. A possible distribution mechanism would allocate a higher part of the joint effort to countries having:
· a larger size of the country’s energy consumption within the Union total;
· a more advanced state of economic development of the country;
· a lower rate of progress in terms of country-specific endogenous energy efficiency, so as to encourage higher improvements in such countries. 
It is important that in order to measure country achievements, potentials and targets, the relative base is expressed in terms of a historical year, say 2010, rather than a future period (e.g. 2020). This is to prevent from adverse incentives in pursuing energy efficiency improvements over the coming years. In other words, a target for 2030 should not be expressed relative to a 2020 base so as to avoid an incentive towards a reduction of efforts in terms of achievements in 2020. By setting a historical period as a base, activities already planned for the forthcoming years would count towards the achievement of 2030 targets. This would ensure continuity in the formulation and implementation of policies. 

