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The Search of Developmental Opportunities for Taiwan’s
ESCO Industry
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Abstract

In light of growing energy consumption in Taiwan in recent years, the
solutions for energy conservation that would deliver optimal efficiency for energy
use have become a common goal that relevant sectors have been pursuing. The
Energy Service Company (ESCO) industry is a sector that maintains its operation
and gains profit by cutting down energy consumption for its clientele.” Given the
amount of attention that has been paid to energy consumption and the effective
use of energy, the ESCO industry has also been gaining more exposure.

Although the ESCO industry has already been gaining ground around the
world for some time now, the sector is still in its introductory phase in different
nations. Due to the underlying differences in each nation’s conditions and status,
the methods of promoting ESCO sector development and the relevant policies
implemented around' the world vary significantly. By studying existing research
on the benchmark nations, the study will propose feasible solutions for the
promotionand.development of the domestic ESCO industry as a reference.

Solutions of energy conservation implemented by the domestic ESCO
industry can be.generally separated into “co-benefit energy conservation” and
“manufacturing process energy conservation”. Co-benefit energy conservation
solutions are usually adopted by public departments, various industrial sectors
and the housing market while manufacturing process energy conservation are
solely adopted by the industrial sectors. Based on this classification, we shall
attempt to identify feasible commercial models for co-benefit  energy

conservation and manufacturing process energy conservation that would be
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applicable to the domestic ESCO industry in order to identify ways for domestic
ESCOs to enhance their competitiveness and the opportunities for these ESCOs to
venture into manufacturing process energy conservation.

Conclusions for the research will be presented in two parts; the first portion
will cover the areas in benchmark nations that Taiwan can learn from and the
second portion will illustrate feasible commercial models for the domestic ESCO
industry.

Based on the findings of research on benchmark nations, the areas where the
domestic ESCO industry could learn from include: the offering of low-interest
loans, the establishment of ESCO industry development funds and adopting
flexible recognition of ESCO loans would be beneficial to small-scale domestic
ESCO operators that are struggling with the issue of insufficient funds. In
addition, the promotion of demonstration cases, the inclusion of ESCO as a key
energy conservation promoting industry and the assessment of feasibility for
public _departments to entrust their energy management to third parties could
increase exposure for the domestic ESCO industry and allow ESCO operators to
put their technological capabilities into full play. Enforcing clearly defined
energy conservation objectives for all sectors on a national scale, establishing
specific energy conservation goals for various industries and enforcing stricter
demands with regards to energy conservation would increase market demand for
the ESCO sector. Establishing sound industrial management systems and
allowing more operators involved in the implementation of ESCO operations to
join relevant unions and associations will encourage more minor operators to

publicize their operations to facilitate management. Lastly, the assessment and

AR | > B



i

establishment of subjective third-party management authorities could vindicate
the performance and contribution of the ESCO industry in the area of energy
conservation and would minimize disputes regarding energy conservation results
and performance.

With regards to commercial models, both ESP alliance and Super ESCO
model would give ESCOs more leverage in price negotiation and become, more
competitive through the expansion of product lineups. As for manufacturing
process energy conservation, exclusively monopolistic businesses could enlist
experienced talents in the sector to join their management teams in order to
acquire specific manufacturing capabilities and secure business opportunities
through manufacturing process energy conservation. Considering the capacity and
human resources of oligopolistic businesses, potential business opportunities
could be found by offering Baseline and M&V training to these operators. By
offering relevant training to these operators to make up for their shortcomings,
they would be able to optimize the effects of energy conservation.

The opportunity of Taiwan’s ESCO industry on “co-benefit energy” > that
focus in service industry energy saving help them to execute on lighting and air
condition.

The opportunity of Taiwan’s ESCO industry on “manufacturing process
energy conservation” > the type of Oligopoly market exist the needs of Baseline
and M&V training - the type of monopolistic competition market exist energy
conservation project needs, ESCO firms can use business model of Super ESCO
or ESP to co-work with someone who have ability to execute manufacturing

process energy conservation.
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