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Energy efficiency is a priority due to the substantial mi-
tigation potential of targeted policies. As highlighted by 
the International Energy Agency energy efficiency can 
help keep the door open to the 2 °C target through to 
2020 at no net economic cost. Energy efficiency can po-
tentially boost economic growth while supporting energy 
security, competitiveness and the environment.

However, a significant share of the potential remains 
untapped. This is particularly evident in emerging 
economies and developing countries seeking to reduce 
poverty and support sustainable growth. Energy effi-

The Danish Government and the Inter-Ameri-
can Development Bank have partnered up to 
develop and mature an action-oriented policy 
measure. The aim is to mobilize investment 
in energy efficiency in cooperation with other 
governments and international partners.

ciency can make a substantial contribution to economic 
growth by improving industrial productivity and reduce 
dependence on fossil fuel imports.

Concept Development
The proposed initiative seeks to overcome barriers that 
companies encounter when considering investments in 
energy efficiency measures in buildings or industry. An 
innovative business model is introduced consisting of a 
structured set of interventions. A central element of this 
will be the Insurance for Energy Savings instrument that 
underwrites minimum savings estimated for specifically 
defined energy efficiency measures. 

Climate Finance:  
Insurance for Energy Savings
A pilot program in the Mexican 
agro-industry to provide “proof of 
concept” for large-scale replication

The model combines a series of mechanisms 
addressing financial and technical risks relating 
to energy efficiency investments. This gives reas-
surance to both the end-user/investor and the bank 
that energy savings will be sufficient to pay the 
financing, while also building capacity and credibility 
of energy service providers.
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allocation of resources across the global economy, with the potential to boost cumulative 
economic output through 2035 by USD 18 trillion – larger than the current size of the 
economies of North America combined (namely, the United States, Canada and Mexico). 
Energy e�ciency has also become a pillar of global development goals, including the 
United Nations Sustainable Energy for All initiative. In the face of rising energy demand, 
global growth aspirations and the pressing need to limit GHG emissions, the market for 
energy e�ciency could develop rapidly – provided that stakeholders understand its value.

Notwithstanding this emerging role for energy e�ciency, future projections reveal 
that under existing policies, the vast majority of economically viable energy e�ciency 
investments will remain unrealised (Figure ES.1).

Long-term energy e�ciency economic potential by sector
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Note: These energy e�ciency potentials are based on the IEA New Policies Scenario outlined in the World Energy Outlook 2012. Investments are classi-
fied as “economically viable” if the payback period for the up-front investment is equal to or less than the amount of time an investor might be reason-
ably willing to wait to recover the cost, using the value of undiscounted fuel savings as a metric. The payback periods used were in some cases longer 
than current averages but they were always shorter than the technical lifetime of individual assets.
Source: IEA (2012), World Energy Outlook 2012, OECD/IEA, Paris. 

Key point IEA projections to 2035 show that as much as two-thirds of energy e�ciency 
potential will remain untapped unless policies change.

Many barriers contribute to the limited uptake of energy e�ciency opportunities;2 one 
main obstacle is the lack of attention paid to energy e�ciency investment opportunities 
by stakeholders in both the private and government sectors relative to supply-side 
opportunities, including new resources such as shale gas and oil. The multiple benefits 
approach seeks, in part, to address this barrier by rendering more apparent the benefits that 
energy e�ciency can generate for these stakeholders. It also helps to address the challenge 
of the invisibility of energy e�ciency (i.e. representing energy not used), by appropriately 
crediting it with the value of the positive impacts it triggers across a variety of areas. 

2 These include information failures, split incentives, subsidised pricing of energy, inadequate pricing of externalities and a 
shortage of financing.
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Piloting in Mexican agro-industry
The new business model is being pilot tested in a 
partnership between the Danish Government, the 
Inter-American Development Bank and the Agricultural 
Development Bank of Mexico (FIRA) to provide “proof 
of concept”, also building on early experience from Co-
lombia. Specifically, the Insurance for Energy Savings 
instrument will be integrated in a collaborative project 
between the Inter-American Development Bank and 
FIRA focusing on energy efficiency in the Mexican agro-
industry supported by the Clean Technology Fund.

From Lab to Market
The Insurance for Energy Savings instrument has 
generated considerable international interest. It has 
been selected as one out of seven proposals for further 
development as part of the Global Innovation Lab for 
Climate Finance, a global public-private initiative that 
will identify, design, and support the piloting of new 
climate finance instruments. 

The piloting in Mexico is being undertaken with the 
explicit purpose of paving the way for a systematic 
replication and scaling up of efforts in additional sectors 
and regions. Synergies with existing climate finance ar-
chitecture - including The Green Climate Fund - should 
be exploited, supporting an implementation phase on a 
larger scale. In this way, the initiative could support the 
goal of The Copenhagen Accord to mobilize 100 billion 
USD annually from 2020 to address the adaptation and 
mitigation needs of developing countries.

For further information, please contact:  

Nikolaj Lomholt Svensson
Danish Energy Agency
nls@ens.dk
+45 4133 9478

Maria Netto Schneider 
Inter-American Development Bank
mnetto@iadb.org
Tel. +1 202 623 2009

offs in pursuing its economic, social and environmental goals. 
Nevertheless, Mexico has strengthened its environmental poli-
cies and institutions and increased public investment in environ-

achieved in improving the environmental quality of life (Box 1).  
However, environmentally related policies have often involved 
indirect subsidies to help the poor - for example, lower pric-
es for energy and water - rather than direct social transfers. 
This approach has not always been effective for achieving its 
main policy goals. Thus there is considerable scope to rebal-
ance the policy mix and to promote the transition to a socially 

 
equitable manner. 

1            Environmental Performance Reviews: Mexico 2013 HIGHLIGHTS

MEXICO HAS TAKEN IMPORTANT STEPS TO ADDRESS GROWING ENVIRONMENTAL 
PRESSURES…

Mexico is among the largest economies in the OECD.  
 However, the gap in living standards with the rest of the 

OECD widened, mainly because of Mexico’s relatively low 
productivity. Its rates of inequality and poverty are among 
the highest in the OECD. Mexico has a very rich natural asset 
base and production and consumption patterns are less ener-
gy- and material-intensive than in more developed economies,  
although this gap has narrowed in recent years. However, rapid 
urbanisation, population growth and rising income are gener-
ating a range of environmental pressures (Figure 1). The costs 
of environmental degradation and natural resource depletion 
were estimated at 7% of GDP in 2010, down from 10% in 2000.

Figure 1. Decoupling environmental pressures 
 from economic growth

Mexico has taken important steps to  
address growing environmental pressures... 

strengthen environmental institutions  
and policy implementation.

Extending the use of environmentally  
related taxes and reforming  
environmentally harmful subsidies… 

… could promote the transition to a more 
socially inclusive pattern of green growth.

Mexico has consolidated progress on  
climate change in a new law… 

… but additional policy measures are 
needed to achieve policy goals... 

… particularly in the transport sector.

Mexico has strengthened the protection of 
its rich forest and biodiversity resources… 

… and pioneered the use of several  
economic instruments for this purpose. 
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The Danish contribution to the pilot program will fast-
track demonstration by subsidizing the costs of early 
investors, increasing outreach and awareness of the 
concept, and enable a wider scope of efficiency inter-
ventions to be included. It will also ensure fast-track 
assessment of the instrument’s potential to mobilize 
private climate financing, the estimated mitigation ef-
fect and other learning. If successful, the pilot program 
could vouch for the sustainability of the business model 
and prepare the ground for improvement, replication 
and implementation on a larger scale.

Key elements of the Insurance for Energy 
Savings “package”:

Financing: A concessional financing line.
Legal: Standardized contracts guaranteeing 
performance, sharing investments and energy 
savings between end-users and energy service 
providers. 
Insurance: Insurance of energy savings in case 
financial flows associated with energy efficiency 
savings do not occur, provided by local insurer 
and reinsured internationally. 
Technical standards: Third-party validation of 
project quality and of capability of energy service 
providers. Monitoring and verification of project 
performance and energy savings. 
Marketing and outreach: Raising awareness and 
mobilizing companies, financial institutions and 
energy service providers/equipment suppliers.


