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ENERGY EFFICIENCY IN BUILDINGS: NECESSARY FOR LOW COST CLIMATE CHANGE SOLUTIONS

Washington—In 2008, G-8 leaders set a goal of reducing global greenhouse gas (GHG) emissions by 50 percent below
current levels by 2050. Reaching this goal demands a wholesale transformation in the world’s production, consumption,
and use of energy resources. Buildings account for almost 40 percent of total GHG emissions—more than transportation
or any other sector. Improving energy efficiency in buildings is considered one of the cheapest ways to reduce emissions

and an opportunity for producing high impact at relatively low, and often negative, cost.

A new study by the Peterson Institute for International Economics analyzes the costs involved in revolutionizing energy
efficiency in buildings as well as the roadblocks inherent to such a transformation. 7he Economics of Energy Efficiency
in Buildings, authored by Visiting Fellow Trevor Houser, utilizes a model developed by the World Business Council for
Sustainable Development's (WBCSD) Energy Efficiency in Buildings project, which includes thousands of building

types, designs, and technologies.
Key findings of the study are:

®  The International Energy Agency estimates it is necessary to reduce 8.2 billion tons of CO, from the buildings sector
on an annual basis to reach the G-8’s 2050 goal, which would require an additional $1 trillion annual investment

between now and 2050 based on the WBCSD model.

B Energy savings at current prices would recover most, but not all, of that investment. Reducing buildings sector emis-

sions in line with global goals would cost an average of $25 per ton of CO,,.

B Barriers to improving efficiency in buildings mean that a $25 per ton carbon price alone is insufficient to bring

about the necessary transformation.

B Hence market-based climate policy needs to be coupled with new approaches to financing and stronger building

codes to achieve emission-reduction targets.

®  Failure to surmount these barriers increases the overall cost of reducing emissions for the global economy by more

than $500 billion per year.
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B Increasing efficiency in the buildings sector can help offset the impact of climate change policy on businesses and

consumers, preventing higher energy prices from translating into higher energy costs.

This study was partly funded by the World Business Council for Sustainable Development and the two firms that co-

chaired its project on Energy Efficiency in Buildings, United Technologies Corporation and Lafarge.
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