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Conserving Resources—Not Only Energy
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reflected in their relative prices.
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money can purchase all goods.
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What is a Free Economy?
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Free exchanges, without
restrictions.

Prices free to move according to
supply and demand.

Free entry and exit from the
market.

Free flow of information, fair
competition.

Only under these conditions does
price reflect value.
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What is Energy Conservation?
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replace the use of scare energy
resources.

Ex: better insulation, energy
conservation lamps, more
efficient power generation.

When all measures to make
money have been fully utilized,
no change in relative scarcity,
no opportunity to save energy.

Thus, we must raise energy prices
first.
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Conflicts Between Energy Conservation and Profit-Making
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If energy savings increase costs, real
resource savings have not been
achieved.

The Energy Conservation Law does
not bring about real resource savings --
it has produced energy savings, but not
reduced costs.

We cannot also have a Water
Conservation Law, Land Conservation
Law, etc. There would be inevitable
conflicts between them.

Energy conservation is a resource
allocation problem, not an issue of
rights and obligations.

Energy saved depends on price
differentials between energy and other
resources.
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Identifying the Intersection of Sets M and E
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Set M: profitable projects
Set E: energy-saving projects.

We need to find the the intersection between
M and E, and make these projects a reality.

Energy Service Companies (ESCOs) help
save energy through cost reductions.

ESCOs (()ferate turn-key projects, take on
risks, and share profits.

Examples: EE buildings, lamps, appliances,
solar heaters.
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Examples of Non-Profitable Energy Conservation Measures
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Closure of profitable small
businesses: loss of GDP and
employment.

Phasing-out of old equipment that
can still produce profits.

Use of power tariff subsidies to
encourage production, such as for
staple food.

Government penalties or subsidies
to encourage energy conservation.
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Impact of Increased Energy Prices
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Energy Saving Opportunities Increase When Social Costs Are Incorporated
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Sacial costs of pollution must be paid by
those who produce pollution (energy
consumers).

If social costs are incorporated, energy
prices will rise.

Social costs must be determined
scientifically. However, it is certain that
reflection of social costs will increase
energy prices.

For example, power tariffs for households
should be raised.
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Global Warming Will Impact All Species on Earth
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Scientific observation indicates that global
warming is a result of human activities,
especially the use of fossil fuels. The precise
consequences have not yet been specified.

Possible results: rise in sea level, increase in
weather-related natural disasters, species
extinctions, and increases in disease.

To prevent potential disasters, we must reduce
CO, emissions.

A moderate target is to reduce the emissions to
1990 levels by 2010, and to 50% of 1990 levels

by 2050




gD R HE O i A
Ways to reduce GHG emissions

Energy conservation
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Economics of Renewable Energy Development
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depends on how quickly the
costs of renewables can be
reduced.
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Technical Innovation Can Speed RE Deployment
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incurs risks, so development
requires financial subsidies
from varied sources.
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Cost for New Technologies Depend on Scale of Production
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» A price subsidy for RE is an
example of support for new
technologies.




