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PREFACE

I am pleased to present the Asia Business Council’s study on building 
energy efficiency. This book, the first that the Council has published, 
takes an incisive look at a serious challenge facing Asia.

The study concentrates on market-based solutions to an important 
aspect of the energy and environmental challenges the region faces. 
Buildings account for nearly one-third of energy use and a similar pro-
portion of total global greenhouse gas emissions.

More than half of the world’s new construction is taking place 
in China and India alone. Studies estimate that these two countries 
could cut current building energy consumption by 25 percent simply 
by using energy more efficiently. Similar savings are available for many 
other Asian economies. 

Building Energy Efficiency represents an excellent example of the 
sort of work that you will see from the Council: in-depth research that 
has bottom-line implications for Council members but also has wider 
implications for the economies in which we live and work.

Dr. Ruth Shapiro, the founder and former executive director of the 
Asia Business Council, identified the importance of building energy 
efficiency and guided the research and much of the writing process. 
Dr. Wen Hong and Madelaine Steller Chiang did the vast bulk of the 
research, wading through copious amount of literature, interviewing 
more than 70 people throughout Asia and marshalling research done 
by New Delhi’s The Energy Research Institute. Mark Clifford, the 
Council’s new executive director, pushed the team to expand the proj-
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ect into a book. Finally, editor Margarethe P. Laurenzi nurtured what 
began as a brief research report through repeated drafts.

The Council is dedicated to producing research on key issues fac-
ing Asian companies and the societies in which we operate. We will 
continue to build on work we have done in areas such as corporate 
governance, education, energy, the environment, finance, health and 
technology. 

The rapid economic growth of the past several decades has put 
Asia at the center of global events. Although the value of intra-regional 
trade has surpassed that of exports from the region, ideas have been 
slower to cross Asia’s borders. 

The Council hopes that by putting good ideas into the realm of 
public debate Asia will be able to build a more prosperous tomorrow. 
It is time for all of us in the region to take a more active role in shap-
ing responses to the increasingly complex opportunities and challenges 
that our societies face. We hope that this book will go some way toward 
that goal.

N.R. Narayana Murthy
Chairman
Asia Business Council



INTRODUCTION

Buildings are some of the biggest energy consumers in the world, 
accounting for one-quarter to one-third of all energy use and a 

similar amount of greenhouse gas emissions. While cars have had to 
meet increasingly strict fuel efficiency standards, buildings for the most 
part have gotten off easy. Surprisingly little attention has been paid to 
ensuring energy efficiency in buildings, despite the tremendous impact 
buildings have on costs and the environment.

That oversight is starting to be addressed. A combination of higher 
energy prices, skyrocketing demand for electricity and deepening envi-
ronmental concerns has pushed Asia to a tipping point with regard to 
energy efficiency in buildings. Simply put, business as usual threatens 
Asia’s continued prosperity. 

As one example of the changes that are occurring, the Clinton 
Foundation recently announced an unprecedented initiative to funnel 
up to US$5 billion in loans from some of the world’s largest banks 
(Citigroup, JP Morgan, Deutsche Bank, UBS and ABN Amro) to fund 
building retrofit projects that increase energy efficiency. Five of the 16 
cities chosen for this pilot project—Bangkok, Karachi, Mumbai, Seoul 
and Tokyo—are in Asia. 

The economics are powerful, promising quick paybacks on invest-
ments for building developers and their tenants. The economic case 
is equally strong for governments, which are furiously building power 
plants in an attempt to keep up with surging demand from new build-
ings and their often inefficient air-conditioning, windows and lighting. 
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China alone is building one or two new coal-fired plants every week to 
try to keep up with electricity needs. To make the economic case for 
greater energy efficiency even more compelling, most Asian economies 
are net fuel importers. High energy prices at a time of rapid growth 
have pushed up import costs and raised concerns about the security of 
energy supplies.

The environmental case is every bit as strong as the economic 
one. The authoritative Intergovernmental Panel on Climate Change 
in its most recent report noted: “It is often more cost-effective to invest 
in end-use energy-efficiency improvement than in increasing energy 
supply to satisfy demand for energy services. Efficiency improvement 
has a positive affect on energy security, local and regional air pollution 
abatement and employment.”1 

Global concern over climate change and the role of greenhouse 
gas emissions gathered critical momentum in the past year. Against a 
backdrop of increasing international concern over climate change, an 
unprecedented statement by China’s President Hu Jintao in June 2007 
on the need to take the threat of climate change seriously testifies to the 
growing importance of this issue in China. 

Efficiency, after all, is the economic equivalent of a free lunch. 
Greater efficiency means consumers can enjoy the same level of com-
fort but use less energy. And when it comes to efficiency, improvements 
in buildings offer the most cost-effective way to reduce energy use and 
greenhouse gas emissions. The McKinsey Global Institute, which has 
studied the issue on a worldwide basis, estimates that four of the five 
most cost-effective measures taken to reduce greenhouse-gas emissions 
involve building efficiency. (The measures are building insulation, 
lighting systems, air conditioning and water heating. Improved effi-
ciency for commercial vehicles is the only non-building issue to make 
it on to the top five list.) 

Incredibly, these measures result in net savings for building own-
ers and their tenants, because their cost is so cheap compared to the 
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savings. Indeed, some utilities actually pay consumers to use energy 
more efficiently because it is cheaper for the utility than building a new 
power plant. 

With high-energy prices likely for the foreseeable future, the world 
may have little choice but to make a concerted effort to use energy in 
buildings more efficiently. Globally, McKinsey says that overall energy 
demand will accelerate from 1.6 percent a year in the past decade to 2.2 
percent annually over the next 15 years unless wide-ranging efficiency 
measures are taken. (Commercial and residential demand is expected 
to grow at similar rates as these overall figures.) 

Asia is the biggest contributor, making up nearly half of the ad-
ditional worldwide energy demand that McKinsey expects over these 
15 years. China alone is expected to account for four times as much of 
the absolute growth as the United States. It’s a surprising number, but 
considering that China is in the midst of the largest move from farm 
to city that the world has ever seen, it’s less surprising. Hundreds of 
millions of Chinese peasants are becoming urban, where they’ll expect 
the same air-conditioned comfort, the same well-lit houses, the same 
always-on hot water as other city-dwellers around the country and 
world. Much the same thing is happening in India and throughout the 
rest of developing Asia, albeit on a smaller scale.

Building green buildings and making old ones greener alone is not 
going to solve the world’s environmental problems. Nor is it going to 
lead to energy independence or plummeting utility bills. But it is one 
of the most important single areas on which we will see increased focus 
as the world struggles to adapt to climate change. The impulse for 
building energy efficiency is not only about turning down the aircon or 
turning off the lights—it is about doing more with less. Just as factories 
have become vastly more productive over the past decades, consumers 
can expect much more out of energy use ten years from now. These 
productivity improvements will enable hundreds of millions of people 
to live and work in more comfortable offices and apartments.
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Where does Asia fit into this picture of better energy standards? 
How much has the creed of better building practices been adopted 
in Asia? What barriers exist that slow the adoption of energy-efficient 
building practices? And if this is such a great idea on both economic 
and environmental grounds, why hasn’t it already taken off?

These are some of the questions that Asia Business Council re-
searchers have examined over the past year in an in-depth study of 
the problems and opportunities of increased building energy efficiency. 
This ground-breaking study, which included interviews with more 
than 70 experts throughout the region and overseas, comes at a time 
when there is a growing consensus among business leaders and policy 
makers that increased energy efficiency must occur. But there is much 
less consensus about how to make that general consensus a reality. 

Key Findings
• Energy efficiency is one of the quickest, cheapest, cleanest ways to 

address energy and environmental challenges. In China, gaining a 
megawatt of electricity by building more generating capacity costs 
at least four times as much as saving a megawatt through greater 
efficiency—and that ignores the environmental costs of generat-
ing power using fossil fuels. Yet the great potential for efficiency 
improvement is largely untapped in Asia. 

• Buildings account for around 30 percent of the world’s total energy 
consumption and a similar percentage of the world’s greenhouse 
gas emissions, the main cause of climate change. Buildings last 
decades. The way buildings are designed and constructed today 
will not only have an impact on their operating costs, but will 
affect the world’s energy consumption patterns and environmental 
conditions for many years to come.

• More than half of the world’s new construction is taking place in 
Asia. China is constructing almost half of the world’s new build-
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ings, while in India, the built-up area more than doubled in the 
past 5 years. Studies estimate that China and India could cut cur-
rent building energy consumption by 25 percent, with cost-effec-
tive improvements in energy efficiency. 

• Contrary to popular perceptions, industry interviews and research 
confirm that many energy savings initiatives can be achieved with 
little or no cost through careful building design mandated by 
project developers and good management practices of building 
operators and occupants. 

• Many technological and other solutions exist to improve building 
energy efficiency, as seen in the numerous green building projects 
being developed around the world. The greatest challenges in im-
proving energy efficiency are human—educating, disseminating 
and making decisions to utilize existing and new solutions. 

• In the absence of well-designed policy measures that stimulate 
both the supply and demand sides of the equation, improvements 
in building energy efficiency will continue at a slower pace. Gov-
ernments have a role in mandating regulations that will create a 
level playing field and help industry build capacity. 

• It makes financial sense for businesses to monitor, respond, and 
lead the trend toward greater building energy efficiency. For 
building developers, smart design techniques and high-efficiency 
building components are the key to maximizing energy efficiency. 
The starting point for operators and occupants is to make energy 
management a business priority. More generally, looking at total 
costs over the life-cycle of a structure should underpin decision-
making for everyone involved in a building. 

• Industry associations in Asia, to date, have not played a significant 
role in this change, leaving initiatives largely to government. This 
trend differs from the U.S. and Europe where industry initiatives 
are one of the driving forces behind a market-led transformation to-
ward greater efficiency and sustainability in the built environment. 
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• As the global movement towards more sustainable growth gains 
momentum that would have surprised many people even five years 
ago, business and governments will have to re-think their assump-
tions and chart new ground.
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