INformation and Incentives

for Energy Efficiency

Xueying Bian and Natalia Fabra

Improvements in energy efficien-
cy are expected to be key in reducing
energy consumption and global carbon
emissions. Yet, and despite substantial
policy supports to energy efficiency
pro-grams, the energy savings actually
achieved lag behind expectations. The
literature on the energy-efficiency gap
has highlighted imperfect information as
one important reason for why agents fail
to exploit profitable investments in ener-
gy efficiency. For instance, in the rental
market, landlords face weak incentives
to invest in energy efficiency whenever
lack of reliable information about the
house’s energy efficiency makes tenants
unwilling to pay more for more efficie
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dicts that more efficient houses are ren-
ted at higher prices than less efficient
houses, and houses with an EC obtain a
premium over houses without. In markets
with higher observed disclosure rates of
ECs, the rent premium of the houses with
energy certificates is relatively higher.
This effect is more pronounced the higher
the observed energy efficiency.
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