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SXC.HU

T

his study was prepared by the Working Group (WG) of the Business for Climate Platform (Plataforma Empresas pelo Clima - EPC) with the purpose of
influencing public policies that culminate in the effective implementation
of the Sector-Based Plan of Mitigation and Adaptation to Climate Change
for the Consolidation of a Low-Carbon Economy in the Industry, hereinafter referred to as the Low-Carbon Industry Plan, coordinated and published by the Ministry of Development, Industry and Foreign Trade (Ministério do Desenvolvimento,
Indústria e Comércio Exterior – MDIC). The WG considered the following drivers:
the urgency of strengthening the competitiveness of the Brazilian industry; the modest progress in the implementation of the Industry Plan; current economic conditions; and the substantial reliance on energy as input for industrial production. This
project’s premises are based on the commitment to propose a structural agenda
with ongoing development; the notion that economic and financial incentives and
instruments are indispensable to boost less carbon-intensive industrial production;
and that the proposed solutions do not work in isolation, but rather as components
of coherent and synergetic public policies.
Therefore, based on the work carried out over the course of 2015, this study presents a framework for the operationalization of the Industry Plan and the proposition of instruments to make energy efficiency actions feasible within the domestic
industry. This document is an executive summary incorporating an overview of the
complete study, also published in November 2015.
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Contextualization

T

he transition to a low-carbon economy is a pressing need in that the effects
of climate change - mainly due to the emission of greenhouse gases (GHG)
generated from human activities – have become increasingly evident. To
adapt to these changes, mitigate their negative effects and enhance the
opportunities that arise from this new scenario are priority issues for the 21st century global economy. To that effect, the Brazilian government has worked in line with
the National Policy on Climate Change (Política Nacional de Mudanças Climáticas –
PNMC) since 2009 to elaborate public policies so as to reduce GHG emissions in the
economy’s main sectors.
In early 2012, several sector-oriented plans were carried out to this end, including
the Low-Carbon Industry Plan. The main goal of this Plan is to prepare the domestic
industry for a future scenario where the intensity of carbon emissions1 per unit of
product is as important as productivity and other production factors that determine
the international competitiveness of the economy. Structured across three action
tiers – i) implementation of a Measurement, Reporting and Verification (MRV) system
for GHG emissions derived from industrial activities; ii) implementation of incentive
measures and instruments toward the reduction of emissions; iii) creation of the Technical Committee of the Industry Plan (CTPIn) – the plan is broken down into five
action axes: carbon management; recycling and co-processing; energy efficiency
and cogeneration; volunteer mitigation actions and sustainable technologies.
Within this context, EPC created the Working Group (WG) with the purpose of elaborating public policy proposals for the implementation of the Industry Plan. In 2015,
among the topics approached in the Plan, the group decided to tackle energy efficiency because: i) there’s a number of studies that point toward high potential for energy
efficiency projects, at the same time as there are barriers that need to be overcome
to implement these very projects in the Brazilian industry; ii) extensive research indicates that the potential for energy efficiency is significant; iii) it is a material issue that
has already been explored in national regulatory frameworks; iv) there is feasible gain
in reducing costs and emissions in the short term, and it’s a transverse theme across
all industrial sectors. Therefore, taking into account that other relevant topics, such
as renewable energy, co-processing, waste and reverse logistics will be the subject of
this WG in the upcoming years, this study took on two core objectives: 1) To propose
a framework for the operationalization of the Industry Plan; 2) To map the main
obstacles for the Brazilian industrial sector to make progress in the development of
energy efficiency projects and present solution proposals for these obstacles.

1 - Carbon dioxide (CO2)
is, according to the
Intergovernmental Panel
on Climate Change, the
most emitted greenhouse
effect by human activities
and the main cause of
global warming.
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Framework for the Operationalization
of the Industry Plan

T

o implement the Industry Plan, the WG proposes public policies that cover
all performance axes provided in the Plan, establishing governance and the
implementation of a progress monitoring system with the goal of overseeing, supervising and redirecting the planned actions. This structure should
be supported by public policies with private sector compensations and, therefore, will
have higher potential for success in comparison to isolated initiatives. It is understood
that the implementation should include the following components: i) Governance; ii)
Economic and Financial Incentives; iii) Supporting Actions (Training, Disclosure and
MR&V); and iv) Progress Monitoring.
The figure below represents the proposed structure to integrate policies, economic
and financial instruments, as well as actions aimed at implementing the Industry Plan.
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Implementation
of the Industry Plan.
Source: In-house
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WG/EPC, 2015.
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Governance

It is recommended that the governance structure acts as an integration instrument
of government actions across federal and state spheres incorporating specific needs
and characteristics of industrial activity in Brazil, in three action pillars: (i) strategic;
(ii) tactical and (iii) operational. As a starting point for the debate and the subsequent
in-depth development with the government, the WG raised the possibility of the
strategic involvement of the Inter-Ministerial Committee on Climate Change (Comitê
Interministerial de Mudança do Clima – CIM) and its Executive Group (GEX), created
by decree 6.263/2007 in order to implement, elaborate and monitor relevant actions
to the National Policy on Climate Change (PNMC), as well as the National Industry
Confederation (Confederação Nacional da Indústria – CNI) as representative of the
industries. At a tactical level, it is reasonable to consider CIM/GEX and the Technical
Committee of the Industry Plan (CTPin), consisting of representatives of the government (especially the MDIC), the industry (represented by the CNI and sector associations), civil society and academia (represented by scholars). Finally, the operational
domain could be constituted of state management groups in charge of fostering the
coordination and promotion of the Industry Plan in the states. They could consist, for
the most part, of representatives of federations, sector associations, technical institutions and the “S System” (Sistema S), enabling widespread capillary actions across
the states. Public bodies and agencies could be part of this governance according to
area of operation. With regard to energy efficiency it is critical that, in addition to the
MDIC, the Ministry of Mines and Energy (Ministério de Minas e Energia – MME) and
the Ministry of Science, Technology and Innovation (Ministério de Ciência, Tecnologia
e Inovação – MCTI) are represented.

Economic and Financial Incentives

There are a number of financial instruments available, - all of which were created
with the goal of promoting a low-carbon industry in Brazil - for instance, the lines
of credit of the Brazilian Development Bank (BNDES) dedicated to energy efficiency
projects. The framework aims to strengthen existing funding mechanisms and develop others, including economic incentives, so as to dissolve obstacles that hinder
the clearance and investment of financial resources both in the production and
financial sectors.

Supporting Actions

To ensure the effectiveness of the operationalization of the Industry Plan, this
proposal recommends transverse actions, such as training, disclosure and Measurement, Reporting and Verification (MRV) programs in order to enable the monitoring of the proposed economic results in comparison with the reduction of GHG
emissions by the industry and, therefore, the effectiveness of public policies.

Progress Monitoring

To assess the effectiveness of the Plan and its instruments, this proposal recommends the implementation of performance indicators linked to the implementation process of the Industry Plan and its results. The agent assigned to this Plan and
responsible for the monitoring of its execution is the Technical Committee of the
Industry Plan (CTPin).
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Main obstacles for the Brazilian
industrial sector to make progress
in the implementation of energy
efficiency projects
• Lack of prioritization in energy efficiency investments due to internal competition
for the company’s financial resources, given that energy efficiency projects are usually regarded as an investment, and therefore, accounted for as capital expenditures
(CAPEX) and not as operational projects. Furthermore, these projects must be approved across several tiers of the organizational hierarchy, which makes the decision
-making process even more complex.
• Difficulty in arranging loans and funding for the implementation of energy efficiency projects. According to the CNI (2012)2 , 53% of Brazilian companies are at or
beyond their indebtedness limit. As a result, operations that may lead to increased
debt in a company’s balance sheet are generally ruled out;
• The production sector’s lack of knowledge about the availability of financial instruments directed to energy efficiency in the industry. In addition, the culture of energy
efficiency is not widely disseminated in the sector;
• Financial institutions’ lack of knowledge about energy efficiency projects and technologies. The projects do not have simple and clear frameworks for this purpose and
they also lack pre-defined and well-known parameters for risk assessment, which
generates higher due diligence costs for the institutions, losing priority over other
projects. .

Proposals to advance
energy efficiency investments
in the Brazilian industry

C

onsidering that solutions do not work in isolation, but rather in an integrated
fashion and that public policies are indispensable for the implementation of
an energy efficiency agenda in Brazil, we suggest the following economic and
financial instruments, where one part will be developed by the private sector
and two measures will be undertaken by the public sector:

NATIONAL
CONFEDERATION OF
INDUSTRIES. Total of
the Special Survey of
the Industry: Added
Results of the Processing,
Extraction and
Construction Industries.
Brasília, November 2012,
quoted in NATIONAL
CONFEDERATION OF
INDUSTRIES. Operating
Structure for the Society
for Energy Efficiency.
Brasília, CNI, 2014.

Private Sector
Uniform Guidelines for Credit Analysis: assist in the reduction of perceived risk by
the funder and in the reduction of due diligence costs due to standardization, rationalization and simplification of processes and information, facilitating the funding
process (fast track) by simplifying the development of new products and the risk assessment process.
|7

GV - inglês.indd 7

16/11/15 10:50

Collateral Mechanisms (bank collateral): act as project insurance and are imperative
for financial institutions to attribute lower risk to funding.
Society for Energy Efficiency: project developed by the CNI that, in short, consists of
the creation of an energy efficiency company that provides services to the industrial
sector to prevent indebtedness and competition for capital investment resources,
especially since this institution owns the necessary equipment for the operationalization of the energy efficiency project.
Green Bonds: represent an alternative for companies from the production sector to
access capital for energy efficiency investments in the future.
Securitizing Financial Resources: combines small energy efficiency projects, enhancing scalability and reducing investment risks.

Public Sector
Incentive for Accelerated Depreciation: already provided under tax legislation
(RIR/1999, art. 313, Brazil), this measure can increase demand for more energy-efficient machinery and equipment;
Energy Efficiency Auctions: the operating dynamic is similar to that of energy supply
auctions. It would be promoted by energy distributors, encouraging energy conservation investments in terms of offer and end-use, therefore reducing the need for
investments in the expansion of the electric system.
It is worth highlighting that there are several lines available to make energy efficiency feasible in the industry, such as: The Climate Fund (Fundo Clima); FINAME;
FINEN; INOVACRED; Energy Efficiency (BNDES), among others. One option to enable
the execution of the proposals and coordination with the existing funding sources is
the creation of an energy efficiency promotion agency, using other countries as an
example, such as the United States.
In addition to the obstacles to funding, there are important cultural and technical
barriers that hinder the progress of energy efficiency investments in the industry.
According to international institutions, such as the “Energy Star” (US Environmental
Agency Protection), only 10% to 30% of energy efficiency actions identified in companies that have structured and operating energy efficiency programs are in fact implemented; in Brazil, very few companies have structured and implemented energy efficiency programs (CNI, 2015)3. Therefore, in the supporting actions of the framework,
this proposal suggests the development of a center for resource, training, information and cases in the shape of the Technical Resource Center (TRC) elaborated by the
CNI and ABRACE, linked to the progress-monitoring platform.

3 - NATIONAL
CONFEDERATION OF
INDUSTRIES. Brazil
Competitiveness 2014:
comparison with
selected countries.108
p., Brasília, CNI, 2015.
Available at: <http://www.
portaldaindustria.com.br/>.
Accessed on
July 10th, 2015.

The proposals developed by the WG for the implementation of the Industry Plan focused on energy efficiency, as well as the potential contributions and compensations
in the public and private sectors are summarized in the following table.
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Table: Proposals to Advance the Implementation
of Energy Efficiency Projects in the Context
of the Low-Carbon Industry Plan
PROPOSAL

CONTRIBUTIONS
PRIVATE SECTOR

PUBLIC SECTOR

GOVERNANÇA

Composition of the tier at
federal level that integrates
different divisions,
for instance:
• Inter-ministerial
Committee on Global
Climate Change (CIM)
• Executive Group (Gex)
• National Energy Policy
Council (CNPE)

Strategic Level

Definition / composition
of the tier ensuring
representation in the
private sector.

Tactical Level

Coordination with the
government to define /
compose the tier where
there’s the participation of the
sector. The following two tiers
can serve as starting points:
• Technical Committee of the
Industry Plan (CTPin)
• Managing Committee of the
PNEf (CGPNEf)

Operational Level

Cooperation with sectorbased and private sector
organizations and coordination
with the government to ensure
that policies, programs and
actions have capillarity.

Establishment of technical
and thematic partnerships
with associations, federations
and the S System for the
implementation of policies,
programs and actions.

ECONOMIC AND FINANCIAL INCENTIVES

Development
of Uniform
Guidelines for
Credit Analysis

Development of guidelines
by a multidisciplinary team
(financial institutions,
production sector, trade
associations, federations).
Implementation of the
guidelines to facilitate
environmental risk
assessment.
Coordination between
stakeholders.

Support in the development
of guidelines through
the energy efficiency
technical team.
Implementation of guidelines
in public banks.
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PROPOSAL

CONTRIBUTIONS
PRIVATE SECTOR

PUBLIC SECTOR

4

Development
of Collateral
Mechanisms

Development of the structure
and implementation by a
multidisciplinary team.
Joint work with multilateral
agencies and government.

Coordination and support
for the development of the
structure.
Joint work with the
Development Bank (BNDES)
with instruments to support
the created mechanisms.

Creation of
Society for
Energy
Efficiency

Creation and implementation
of the company.
Financial compensation for the
implementation of the system.

Coordination and support.

Collaboration for the
development of a list
with the most efficient
technologies (via CTPind).

Adaptation to legislation or implementation of a new law project.
Adaptation to the Brazilian Labeling Program structure.
Creation of a list with the most
efficient technologies in partnership with the private sector
ensuring integration with the development of uniform guidelines.

Execution of Actions
(via distributors).

Implementation of a law project.
Definition of MRV standards
(ANEEL).
Elaboration of studies (EPE).
Coordination with distributors
and biggest consumers.

Development of the structure
and implementation by a
multidisciplinary team (financial
institutions, production sector,
trade associations).
Joint work with multilateral
agencies and government.
Support of uniform guidelines
for credit analysis, second
opinion collateral mechanisms.

Joint work with the
Development Bank through
instruments that support the
created mechanisms.
Potential emission
of a green bond.

Development of the instrument
by a multidisciplinary team
(financial institutions,
production sector, trade
associations).
Joint work with multilateral
agencies and government.

Joint work with the
Development Bank through
instruments that support the
created mechanisms.

GOVERNANÇA

Adoption of
Incentive for
Accelerated
Depreciation

Implementation
of Energy
Efficiency Auctions

Promotion of
Green Bonds5

4 - Funding can come
from the budget of the union
as a whole, eletrobras funds,
sector funds, other thematic
funds, private banks and
multilateral banks.
5 - See recommendations
of the Green Bonds study
commissioned by FEBRABAN
(GVces, 2015)

Securitizing
Financial
Resources
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PROPOSAL

CONTRIBUTIONS
PRIVATE SECTOR

PUBLIC SECTOR

Structuring and
Disclosure of the
Energy Efficiency
Resurce Center

Coordination with the
government and participation
in the structuring process of
the Center.
Commitment with
compensations for
participation.
Make the S System available.

Creation of a resource center
together with the private sector.
Ensure coordination with
other agents and public
policies.
Define, together with the
private sector, the source of
financial resources for the
Center’s maintenance.

Training and
Technical
Assistance

Commitment to the investment
and implementation of the
project (pilots).
Execution of trainings.
Make non-classified technical
information and case studies
available for the database.

Directing of financial
resources.
Creation of courses based on
MEC’s guidelines.
Coordination with universities
and technical centers for
course structuring and offer.
Structuring of the digital
platform, studies, methods
and cases.

Training in companies.
Participation in working
groups and coordination with
governments and technical
institutions.
Coordination of Discussion
Forums.
Implementation of standard
information reports.

Appointment of an institution
in charge of structuring and
implementing the M,R&V
system together with the
private sector.
Coordination of Discussion
Forums.
Systematization and publication
of non-classified data reports.

Coordination of exchange
program agreements with
international universities and
NGOs (EVO, for example).

Coordination of exchange
program agreements with
international universities
and co-op agencies and
structuring of bilateral
programs.

SUPPORTING ACTIONS

Standardization of
the MR&V System

International
Cooperation and
Coordination

Database feed.
Creation
of Database
and Cases

Data collection and utilization.

Structuring of the database
with the participation of the
private sector.
Process design to feed the
database and make data
available.
Appointment of the
institution in charge and
elaboration of governance.
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PROPOSAL

CONTRIBUTIONS
PRIVATE SECTOR

PUBLIC SECTOR

PROGRESS MONITORING OF THE PLAN

Development
of Indicators

Coordination with the
government and technical
institutions.
Monitoring of the Plan’s
results.

Appointment of the
institution in charge.
Creation of indicators based
on existing programs and
the PNEf.

Criação de
Observatório

Coordination with the
government, technical
institutions and NGOs for the
structuring and composition of
the Observatory.
Team composition.
Implementation and monitoring.

Elaboration of governance
together with the private
sector and NGOs.
Team composition.
Follow-up/monitoring and
revision of the Plan.

CONCLUSIONS

T

he proposed solutions do not work in isolation, which is why the proposal of
a public policy framework combined with private initiatives is crucial to the
recommendations provided herein. Drawing on examples of international
initiatives that have achieved significant progress not only in the environmental agenda with the reduction of GHG, but chiefly in economic competitiveness
and development, it is imperative that the discussion triggered in this WG echoes
among different stakeholders who are able to influence, make decisions and leverage
the necessary actions to implement the Industry Plan. It is indeed incumbent upon
the government to coordinate and implement public policies, as well as establish
governance and regulations. The business sector, in turn, will not provide financial
compensation alone - which contributes toward making the structure of the proposed framework viable – it will also take on the role of a leader to foster engagement
among trade associations, financial institutions, multilateral agencies and federations
in the industries.
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