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Key Findings 
Households are an important target for 
energy efficiency improvements, because 
energy consumption tends to continue in 
the residential sector (Fig. 1). The impact 
of energy efficiency policies depends not 
only on the local or national circumstanc-
es and the policy instrument mix chosen, 
but also on the process of instrument 
design and implementation. Here we list 
success factors, which help decision 
makers to effectively support energy 
efficiency in households. 

Key policy implications 
EU Directives are key policy tools for en-
hancing energy efficiency in the residen-
tial sector. Most Member States do not 
often make use of the possibility to set 
more ambitious targets; positive exam-
ples are Hungary, Italy, Spain, and Den-
mark. As the technically possible and en-
vironmentally desirable options improve 
(in particular after the Paris agreements), 
revising and sharpening the standards is 
advisable. Progressive development of 
the standards, with an early warning sys-
tem to the economic agents, has been 
identified as the most effective way to 
achieve progress. Specific measures 
should be taken to improve compliance. 

Opportunites 
Designing and applying policy measures 
(standards, guidelines, financial incenti-

ves) also to the existing building stock 
more widely might significantly enhance 
energy efficiency. Additional standards 
could be integrated as a necessary 
means to realise the Paris 2030 targets 
in the housing sector. They could include 
e,g. minimum solar contribution rules for 
hot water supply in new and renovated 
buildings, minimum photovoltaic contri-
bution standards to electricity supply, 
plus rules and standards for other energy 
consuming equipment and processes 
affectting energy efficiency in house-
holds. Stakeholder participation in design 

and implementation of policy measures 
helps public acceptance and easy imple-
menttation. 

Challenges  
Using energy efficiency to enable lower 
energy prices, to pursue reduction of en-
ergy costs and to consider energy price 
as a competition factor generates incen-
tives for consuming more energy. Econ-
omic instruments are often effective, but 
carry the risk of regressive effects. En-
hancing monitoring programs is essential 
for effective compliance. 

Another challenge of achieving improved 
energy efficiency in the residential sector 
is excessive administration and procu-
rement procedures, which may lead to 
delays and increased costs. 
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Policy recommendations 

1. A broad instrument mix 

Major energy end uses in households 
include space heating, water heating, 
cooking and electrical appliances and 
lighting (Fig. 2). Using an instrument mix 

based on effectiveness considerations 
without ideological bias against specific 
instruments, with special emphasis on 
building energy codes, can have a signif-
icant effect on the improvement of resi-
dential space heating energy efficiency. 
The instruments include e.g. energy per-
formance standards, minimum thermal 
insulation standards including glazing 
and airtightness, and standards for the 
efficiency of heating, cooling, ventilation, 
lighting and controls. 

2. Sufficiently high energy price 

High energy price has always been the 
best driver of energy efficiency. Suffici-
ently high energy price (by public inter-
vention in case of collapsing World mar-
ket prices) allows a decent return of in-
vestments in energy efficiency. 

3. Flexible economic incentives 

Economic incentives should make in-
vestments profitable, but must be set in a 
socially responsible manner. They should 
be targeted at actions which are cost 
effective from a collective point of view 
(e.g. avoiding externalised cost), but 

which would not otherwise have been 
undertaken by consumers (no free riding, 
no crowding out). The national level of 
incentive differs between countries, main-
ly according to disposable income levels, 
if households are the investors. Profit-
ability can be enhanced by a combination 
of several instruments such as grants, 
reduced interest (soft) loans and tariff 
reductions, providing effective incentives 
beyond compliance. In order not to lose 
effectivity, fiscal incentives should be dy-
namic. If energy efficiency gains lead to 
decreasing energy expenditure and thus 
to increasing rebounds, they should be 
coupled with energy taxation which ma-
kes sure that the average energy cost is 
at least not sinking, and increasing for 
the laggards not making use of energy 
efficiency improvement opportunities. 
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