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Energy Efficiency: Context 

• Acclaimed technology 
– Advocated as the most cost-effective way of reducing CO2 emissions 

(McKinsey, 2009) 

– Ambitious targets (-20% in 2020) and a plethora of supporting policies 
(500+) in the EU 

 

• An economic puzzle 
– “Energy efficiency gap” (Jaffe & Stavins, 1994): profitable investment 

not undertaken 

– Research into the problem tends to focus on behavioural barriers, such 
as myopia (Allcott & Greenstone, 2012) 
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In this project, we focus on less-studied informational and financial 
barriers to energy efficiency, and solutions thereto. 



Objectives of the project (2015-18) 

What market failures affect the financing of energy 
efficiency? 

WP 1: A review of informational problems 

 
How do lending institutions effectively value energy 
efficiency investment? 

WP 2: An empirical analysis of consumer credit in France 

 

How to cost-effectively relax credit constraints? 

WP 3: An empirical analysis of incentive policies in the UK 

3 



WP 1: A review of information problems 

• State of the art 
– Growing but disparate literature on information problems 
– Based on ill-defined notions of split incentives and credit constraints 

 

• We organize the literature around the concept of credence goods 
– Quality never perfectly known to the buyer, leading to a variety of 

information asymmetries (Dulleck and Kerschbamer, 2006) 
– Besides classical examples (taxi ride, auto repair, medical treatment), 

energy efficiency somehow epitomizes this characteristic 

 
• Highlights (~ 100 papers reviewed) 

– Distinguish symmetric- and asymmetric-information problems 
– Point to gaps in the analysis of information asymmetries 
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Contractual relationships, e.g., home retrofits 

5 



Overview of information asymmetries 

6 

Most studied 
…with mixed results 

Least studied Well established 



WP 2: How do lenders price energy efficiency? 

• Economic intuition 
– Energy efficiency induces monetary savings, thereby increasing 

creditworthiness -> low interest rates 
– Unlike vehicles, renovation cannot be pledged as collateral -> 

high interest rates 
– Lenders may also use loan purposes to price discriminate 
Ambiguous effect when comparing renovation vs. vehicle loans 

 

• Testing these hypothesis using a novel dataset 
– Posted interest rates retrieved on a weekly basis from 15 

lending institutions’ websites in France in 2015-16 
– Consumer credit with 90 different purpose entries: vehicle and 

renovation, but also student loans, liquidity loans, etc. 
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Pros and cons of the data 

• Posted, not realized rates 
• Unsecured credit -> we cannot test the “collateral” hypothesis 
• No queries about income in online simulators -> output data not 

subject to screening 
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interest rate 

= 

f(size, maturity, purpose) 



Sample vs. realized rates (3-week moving averages) 
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Spread and lag suggest a few-week long application process 
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Our preferred purpose aggregation (of 90 entries) 



Preliminary analyses 
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Clear effect 

Not so clear effect 

Much 
contrasted 

across 
lenders 



WP 3: How to cost-effectively relax credit constraints?  

Aim of work-package 

 
1. Provide guidance to EU policy-makers on data 

requirement and processing methods to evaluate on-
going and future energy efficiency incentive 
programmes 

 

2. To increase the cost-effectiveness of policies aiming to 
select and fund energy efficiency projects 
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Initial plan 
– To provide a cost-benefit analysis of UK energy efficiency 

policies 
• Examine the extent to which policies encourage adoption of 

energy efficiency measures, the resulting energy savings, whether 
benefits fall to producers (through rising prices), or consumers 
(through energy savings) 

• Empirical analysis using matching and econometric techniques to 
make a strong case for causality 

Current plan 
– Provide a review paper examining policies to fund energy 

efficiency in the residential sector 
– Descriptive empirical study of the UK experience 
– Potentially examine policy additionality (spill-overs) 

 

WP 3: How to cost-effectively relax credit constraints?  
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Review paper of policies to fund energy efficiency in 
the residential sector 
– Focus on subsidies, tax-credits and loans 
– Examine the extent to which they address the 

market/behavioural failure they were intended to 
solve 

– Examine whether there are additional policy failures 
 

Descriptive empirical study on UK 
– Distributional effects – by income group, geography 

etc 
– Improvement in housing stock over time 

 

WP 3: How to cost-effectively relax credit constraints?  
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Potentially examine additional policy benefits 
(spill-overs) 

 

– A widely cited aim of subsidies is to stimulate the 
private market 

– Empirical evidence of this is extremely limited 

– UK boiler market provides potential to examine 
this question 

– Currently negotiating data access 

 

WP 3: How to cost-effectively relax credit constraints?  
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