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Abstract

The Transatlantic Trade and Investment Partnership (TTIP)
will create the world’s largest marketplace and is estimated to
increase the trade between the EU and the U.S. by 50 %. The
parties involved in the negotiations must still resolve many bar-
riers, including differing regulations and standards for energy-
related products. The procedures for policy development nec-
essary to deal with these barriers must also be addressed in the
negotiations, or shortly after the agreement comes into force.
Minimum energy-efficiency performance standards (MEPS)
for energy-related products are among the most important
energy-saving policies, yet national strategies and premises
strongly differ. The TTIP would require entirely new proce-
dures for regulating product energy use, but as the negotiations
are secret, there is considerable uncertainty if the outcome will
have any impact on existing institutions and regulations. En-
forcement authorities would need to harmonize their policies
in order to ensure an even marketplace for economic operators.
The establishment of a common product database for regula-
tors and consumers would be a valuable first step. Policymak-
ers should remain vigilant and ensure that the MEPS process
remains transparent and higher levels of efficiency are pursued.
The overall product energy efficiency gains can be significant
and the amount of emissions avoided considerable, but only if
the parties agree to harmonize at the more ambitious perfor-
mance levels.
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Introduction

Negotiations are presently underway between the EU and
the USA to establish a free trade agreement, the Transatlantic
Trade and Investment Partnership (TTIP). The prospective
free trade zone would account for a half of the world’s GDP
and about a third of world trade (Francois, 2013). Last year
considerable progress was made in negotiations to reach a Free
Trade Agreement (FTA) between the USA and the EU, fol-
lowing President Obama’s call for its completion in his State
of the Union speech (Obama, 2013). This agreement has been
pursued several times before, because of strong historical ties,
similar goals in commercial and environmental policy, and
the mutual belief that development of these relations would
be beneficial for both parties. During the 1990s, several bilat-
eral agreements were signed on specific sectors, such as the
1998 EU-US Agreement on Mutual Recognition of conformity
assessment certificates. This agreement covered products in
areas like pharmaceuticals, medical devices, telecom equip-
ment, electromagnetic compatibility, electrical safety and
recreational craft (Langhammer, 2002). Bilateral agreements
were deferred with the rise of the WTO and the prospects for
global trade agreement. But when the WTO Doha Develop-
ment Round negotiations collapsed in 2008, renewed interest
returned to establishing regional trade pacts around the world.
Product standards, including definitions, test procedures,
and also legal regulations dealing with energy efficiency, are
at some level considered in all FTAs, while reducing tariffs
and import quotas are their main target. For these reasons,
the outcomes of trade agreements can have major impacts on
energy efficiency policies. Moreover, these negotiations take
place outside of the usual national (and global) forums that
establish and implement energy efficiency policies.
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The negotiations preceding a trade agreement generally fol-
lows a trajectory beginning with parties agreeing, that a re-
duction in trade barriers will result in overall lower costs to
consumers in all participating economies. Typically a few key
product groups occupy the greatest attention because they
represent significant fractions of potential trade, or affect po-
litically influential interest groups (or both). Governments give
negotiators broad authority to make trade-offs among sensi-
tive and unrelated products, with the ultimate goal of a single
comprehensive package that all parties find attractive. Once the
broad agreement on the major items is achieved, the details and
other lower-priority issues are pushed down to sector-specific
committees. The negotiations are usually kept secret until over-
all agreement is achieved.

Minimum Energy-efficiency Performance Standards (MEPS)
are a set of mandatory requirements on a variety of products
adopted by the EU through the Ecodesign-directive and by the
USA through several legislative acts at both the federal and state
level. MEPS are regarded as one of the most effective product
policy tools to reduce energy consumption and greenhouse gas
emissions (Waide, et. al., 2010), (Molenbroek, et. al. 2012). Gen-
erally speaking the European and American schemes have simi-
lar scope and approach; however the stringency of requirements
varies appreciably and product coverage under the regulations
is somewhat different. They also differ in administrative process
and schedules for adoption and updating.

For the TTIP to deliver the expected economic benefits, a
certain level of harmonization is needed to address variation in
requirements (coverage, stringency, process, and schedules). An
increasing number of manufacturers of energy-using products
consider the marketplace for their products to be global, and they
sell the same models everywhere. Thus the policies of the gov-
ernments should follow such development, especially under free
trade conditions. This paper identifies some of the benefits and
challenges of harmonization, with special emphasis on MEPS.

WHAT ENERGY EFFICIENCY ASPECTS OF PRODUCTS CAN BE HARMONIZED
The product efficiency policy has three distinct building blocks:
legal regulations, technical standards, and conformity assess-
ment procedures. Legal regulation establishes characteristics
or their related operating methods, including the applicable
administrative provisions. It may also include terminology,
symbols, packaging, marking, or labelling requirements as they
apply to a product. In many jurisdictions, MEPS are at least
partially included in the legal regulations. Technical stand-
ards are documents setting non-mandatory rules, guidelines
or characteristics for measurement activities aimed to achieve
an optimum outcome, and they are usually set by recognized
standardization bodies. The conformity assessment procedures
are used to determine whether a legal regulation or technical
standard is fulfilled. Such procedures include, for example, test-
ing, verification, monitoring, auditing, assurance of conform-
ity, and, accreditation. In European EU-jargon, the concept of
“standard” generally refers to test procedures, and “regulation”
to MEPS-requirements, while Americans consider the MEPS-
requirements as a standard. This difference in the use of ter-
minology and context often causes confusion, and should be
noted when harmonization is discussed.

Harmonization of energy efficiency policies and regulations
can be achieved at five different levels:
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a. product definitions

b. conformity assessment procedures
c. energy labelling

d. MEPS levels

e. incentive programs.!

Each successive level requires increasing international coopera-
tion, but also results in loss of regional authority. International
cooperation requires a “snapshot”, or so-called market picture,
that is, characterized information about the performance of
products on the marketplace being available for policymakers.
Most of the markets around the world where MEPS-require-
ments are in effect, also have an obligation for manufacturers or
their representatives to list their products in a specific database.
The EU and other economies that do not have such an obliga-
tion, lack a real-time market picture, and also have challenges
effectively enforcing the MEPS-requirements. Thus, aspirations
for a higher harmonization level would need such a mandatory
product registration to be introduced in the EU as well.

There are both practical and technical limits to policy
harmonization; for example, mains voltage and frequency
(115 V/60 Hz in the USA, 230 V/50 Hz in Europe), plug types,
radio communication frequencies, and some disposal/recy-
cling matters involve larger, local infrastructure that cannot be
changed. These constraints may prevent complete harmoniza-
tion, but they typically have negligible impact on energy ef-
ficiency of products.

Other similar FTAs in force or still pending

Earlier FTAs illustrate some of the challenges for harmoniza-
tion. Both the USA and the EU have signed several bilateral
trade agreements with individual countries or regions over the
years, for example, the USA and Korea signed KORUS in 2007,
and the U.S.-Australian FTA was established in 2005 (USTR,
2014a). The EU has signed the Association Agreement with
Chile in 2005, and the EU-South Africa Trade, Development
and Co-operation Agreement (TDCA) has been in force since
2004 (European Commission, 2014a). However, these bilateral
pacts are limited in scope and relatively small contributors to
the economies of the EU and USA, thus they are not comparable
to TTIP in terms of impacts on energy efficiency and product
policy. The following three offer more similarity in this regard,
and are therefore examined in greater detail. The focus here is
to explore how the MEPS-related issues, as part of the techni-
cal barriers to trade, are considered in the trade agreements,
and if there is a tendency towards converging them among the
parties of these pacts. In addition to FTAs, a few other treaties
are examined, namely WTO Agreement on Barriers to Trade,
Environmental Goods Agreement (EGA), and Energy Star pro-
gram. These are closely connected to MEPS harmonization in
their respective fields. Summary of the MEPS-harmonization
efforts in these FTAs and other treaties is given in Table 1 at the
end of this chapter.

1. Programs where preferred products are promoted by rebates, tax reductions,
subsidies, etc. Often the electricity service providers (utilities) are incorporated
in the programs.
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NAFTA

The North American Free Trade Agreement (NAFTA) was
established in 1994 between the USA, Canada and Mexico.
It eliminated tariffs and many non-tariff barriers, and has tri-
pled the mutual trade and investments in the region. However,
events like 9/11 and Great Recession diminished the impacts
during the second decade of the pact such that most of the
growth occurred before 2004 (The Economist, 2014).

Part III of NAFTA text, Technical Barriers to Trade, Chap-
ter 9 attempts to balance members’ rights to regulate the area
of safety and health of people and the environment while aim-
ing to minimize barriers to trade. The chapter deals with this
dichotomy by affirming each member’s sovereignty to regulate,
while NAFTA further encourages its members to harmonize
standards-related measures. Article 906 says that “the Parties
shall, to the greatest extent practicable, make compatible their
respective standards-related measures, so as to facilitate trade
in a good or service between the Parties” In addition, when
the exporting member demonstrates to the satisfaction of the
importing member that its technical regulation adequately ful-
fils the importing member’s legitimate objectives, Article 906
requires each importing member to treat the exporting mem-
ber’s technical regulation as equivalent (NAFTA, 1992, p. 195).
Thus, the concept of mutual recognition is actually built-in to the
agreement.

The environmental impacts have been a concern since the
beginning of the pact. To address these fears, a special Com-
mission for Environmental Cooperation (CEC) was created to
oversee NAEEC, which is an environmental side agreement of
NAFTA. CEC has held four symposia and funded 47 independ-
ent studies to examine the environmental impacts of NAFTA.
While identifying no adverse impacts on the environment,
CEC (2008) states that: “many dimensions of the trade and en-
vironment nexus, notably in the energy and services sectors,
have yet to be documented and analyzed, thus making it im-
possible to draw an overall conclusion of the environmental
impacts of NAFTA in North America”. The strategic plan for
2010-2015 (CEC, 2010) addresses the need to engage national
experts in mutual information sharing, and to initiate common
energy efficiency programs, among others. The document even
states that “benchmarking of efficiency standards to align na-
tional approaches” is an area where “the Parties could under-
take work”.

Since 2001, the North American Energy Working Group,
which consists of officials from the highest energy authori-
ties from respective countries, has explored possibilities to
enhance cooperation and dialogue among the three countries
especially with respect to closer cooperation on energy ef-
ficiency programs. So far, MEPS have only been harmonized
for a few products: refrigerators/freezers, room air condition-
ers and 3-phase electric motors (NAEWG, 2007). With these
three product groups, the harmonization extends to three of
the earlier mentioned five levels: a) product definitions, b) con-
formity assessment procedures and d) MEPS levels. The report
(NAEWG, 2007) suggests that MEPS and test procedures that
could be harmonized in short/medium term are central A/C,
fossil fuelled water heaters, washing machines and dishwashers,
lamps, and smaller electric motors. But it remains unknown
whether any steps have been taken to start the harmonization
work in these product groups.
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EFTA & EEA

The European Free Trade Association (EFTA) is closely con-
nected to the European Economic Area (EEA), a single market
where EU product legislation applies and goods move freely. In
total, ten European countries have been members of EFTA over
the years, but now only four are left due to others joining the
EU. With the exception of Switzerland having bilateral agree-
ments with the EU, the three other EFTA members (Iceland,
Lichtenstein, and Norway) are obliged to implement all EU
directives and regulations that are relevant to EEA. However,
they can also contribute and influence the formation of new
EEA-relevant legislation at an early stage, for instance through
expert participation in specific committees chaired by the Eu-
ropean Commission.

In practice, the three EFTA States belonging to EEA follow
the product policy set by the EU and have the same energy ef-
ficiency measures in force as the EU Member States. Only Swit-
zerland has the freedom to set different and stricter measures.
An example was the Swiss requirement for clothes driers on
the market to apply heat pump technology since January 2012
(only Energy Class A allowed, test standard is EN 61121:2005),
thus enhancing their energy efficiency vastly compared to an
average tumble dryer marketed in the EU Member States (Sch-
weizerische Eidgenossenschaft, 2011).

Despite the opportunity to influence at an early stage of poli-
cymaking, the EFTA members are experiencing so-called “de-
mocracy deficit” in the process where the EU sets new policies
(Eriksen, 2014). In trade policy, EFTA is a parallel organization
to the EU, but they are connected via the EEA-agreement, which
doesn't leave any decisive power for members outside the EU.
The new MEPS are released as Commission Regulations, and
become directly applicable throughout EEA without approval
by national parliaments and without the possibility for national
exceptions (Vahl, 2009). This structure is problematic for EFTA
members, who would often have country-specific preferences for
certain product types. A good example is water heaters in Nor-
way, where the energy system is built upon utilizing large hot wa-
ter tanks in buildings heated by abundant hydropower. The new
Commission Regulation 814/2013 almost banned such tanks
and, in the next revision of the regulation in 2018, will probably
discuss more stringent requirements, without Norwegian repre-
sentatives having the opportunity to sit at the negotiation tables.

With regard to harmonization, the first four levels are in ef-
fect with EFTA & EEA. Only incentive programmes which are
almost always national programs, have not been harmonized.

FREE TRADE AGREEMENT OF THE ASIA-PACIFIC REGION (FTAAP)

The Asia-Pacific Economic Cooperation (APEC) is a forum for
Pacific Rim member economies to facilitate economic growth,
free trade, and investment in the Asia-Pacific region. The
21 members of APEC are shown on Figure 1. Since 1989, APEC
has worked to reduce tariffs and trade barriers across the re-
gion, with the result of different free trade agreements in force
among its members, and twice as many under negotiation. This
complex situation is often referred to as a “spaghetti-bowl”
(Brilliant, 2007). The most recent FTA was created between Ja-
pan and Australia in 2014. Japan has agreed to lower duties on
Australian beef and raise the duty-free quota on cheese, while
Australia will cut tariffs on Japanese electronics, cars and white
goods (BBC, 2014).
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So far, the most advanced proposal for a free trade area en-
compasses 12 of the APEC economies. These are involved in
Trans-Pacific Partnership (TPP) negotiations, seeking to ex-
pand the Trans-Pacific Strategic Economic Partnership Agree-
ment (P4), which is in force among Brunei, Chile, New Zea-
land, and Singapore (CEC, 2008). However, the ultimate goal
is to create a Free Trade Agreement of the Asia-Pacific region
(FTAAP) that would replace previous mutual agreements at
least in overlapping sectors. The P4 agreement has not consid-
ered its environmental impacts to the extent of NAFTA, but it
is clear that when TTP takes over P4, these issues will come to
stage and analyses will start.

The text of the P4 agreement is somewhat similar to NAFTA
when it comes to technical barriers to trade (TBT) discussed
in chapter 8 of the P4-treaty (MFAT, 2005). Similar princi-
ples of mutual recognition apply in cases where regulations
of two Parties are found equivalent, meaning that they fulfil
legitimate objectives of both. The regulations don’t have to
be similar; it’s their outcome that matter. For example, in the
field of electrical safety, the regulations state that ultimately
equipment sold on the market must be designed and manu-
factured such that they don’t pose danger to anyone’s health
or property. That’s the objective of the regulations, and then
there are different ways of reaching that outcome, technical
standards being the most obvious one. But even though the
regulations of the Parties refer to different technical stand-
ards and/or procedures, they should be considered equivalent
if the same level of protection is reached. An important note
is in article 8.8., “A Party shall, upon the request of another
Party, explain the reasons why it has not accepted a technical
regulation of that Party as equivalent” On the basis of what is
written above, such reasons may be difficult to determine the
outcome of the regulations in question are actually the same.
And finally, article 8.11 says: “A Party shall, on request, give
favourable consideration to any sector-specific proposal an-
other Party makes for further technical cooperation under this

2. ENERGY EFFICIENCY POLICIES — HOW DO WE GET IT RIGHT?

Chapter” The definition for “favourable consideration” is not
given, but it strongly implies that proposals for cooperation on
TBT-issues cannot be neglected.

In this context, it makes sense that at the 2013 APEC Sen-
ior Officials Meeting in Jakarta, Indonesia, the Committee
on Trade and Investment endorsed the formation of a forum
under the Sub-Committee on Standards and Conformance fo-
cused on global convergence of energy efficiency regulations
for ICT products. The meeting re-affirmed the need for greater
reform and alignment in regulatory approaches and interna-
tional standards, as necessary steps to prevent unnecessary bar-
riers to trade. Further, the following actions were also endorsed
at the meeting:

e The new forum will begin by creating a formal plan that
includes goals, timeline and other critical elements based
on agreed upon outcomes. The energy efficiency experts
group is to be led by regulators with participation from
industry.

* Regulators were asked to review the IEC 62623 standard
(test procedures for measuring energy efficiency of personal
computers), determine its suitability for adoption and iden-
tify any barriers to implementation.

e Economies were asked to participate in coordinated market
impact research studies to establish models and standard-
ized categorization of systems.

e Economies were to report on applicability of the IEC E3
Program (Energy Efficiency, Energy Performance & Energy
Consumption program by International Electrotechnical
Commission).

The prospective FTAAP will most likely adopt the results of
the above forum, if they prove successful, and endorse them
among its member economies. What remains to be done is to
clearly define the ultimate goal of the regulations, and setting

Figure 1. Prospective FTTAP consisting of APEC member economies shown on dark (Cflm001, 2009).
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Table 1. Summary of MEPS harmonization efforts in earlier FTAs.
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Agreement/Treaty Level of MEPS-harmonization Remarks
NAFTA b) d) Only three product groups involved.
EFTA & EEA b) c) d) Switzerland has special status.
FTTAP (P4) - Agreement not yet reached.
EGA e) Tax incentives for high-MEPS products.
Energy Star b) c) d) Office equipment only.

the policy levels for conformity assessment. So in conclusion,
the harmonization efforts have not yet extended to any the five
harmonization levels.

WTO AGREEMENT ON TECHNICAL BARRIERS TO TRADE

The TBT chapters of NAFTA and P4 are actually based on TBT
Agreement of the WTO, aimed to ensure that regulatory meas-
ures do not constitute unnecessary barriers to trade among
WTO members. The Agreement provides disciplines for the
elaboration, application, notification and review of legal regu-
lations, technical standards and conformity assessment proce-
dures (Lesser, 2007). For example, every Ecodesign regulation
is subject to such assessment by the WTO TBT Committee
before it can be voted at the European Parliament.

However, Lesser (2007) concludes that “It is unfortunately
difficult to gauge the overall progress achieved in the actual
implementation of TBT liberalization, due to limited literature
and reports available on the subject, particularly in the case of
bilateral free trade agreements”.

A so-called WTO+, more stringent TBT cooperation than
what WTO requires, can be found in certain regional trade
agreements. TBT-related trade liberalization can take several
forms, including acceptance of legal regulations of the other
Party as equivalent, alignment towards international standards
and recognition of conformity assessment results through a
broad range of mechanisms. Often provisions go beyond WTO
rules by requiring Parties to provide an explanation for non-
recognition of regulations and conformity assessment results
or bodies.

ENVIRONMENTAL GOODS AGREEMENT (EGA)

Since July 2014, an interesting Environmental Goods Agree-
ment (EGA) has been under negotiation between several WTO
members, namely Australia; Canada; China; Costa Rica; the
European Union; Hong Kong, China; Japan; Korea; New Zea-
land; Norway; Singapore; Switzerland; Chinese Taipei; and the
United States. The EGA aims to liberalize trade in environmen-
tal goods, building on the APEC List of Environmental Goods,
where 54 product groups are identified, and their tariffs will be
lowered to 5 % or less before the end of 2015 among APEC
members. (WTO, 2014).The fourth round of negotiations will
take place on January 26-30, 2015, and will include discussions
on products for cleaner and renewable energy and energy ef-
ficiency. It has been proposed (Vadnanen, H., 2015) that the list
of environmental goods in EGA should include also energy-
efficient products for transfer, distribution and use of electricity.
However, it would require revision of the Harmonized System of

Custom Codes (HS), which is a classification used by customs
authorities, as the energy-efficient products cannot usually be
physically distinguished from their non-eflicient counterparts.
Certain properties of energy-efficiency should thus be included
in the HS-system. Then the more expensive, yet much more effi-
cient, environmental goods would benefit from lower tarifts and
their market share would increase, and in turn the manufactur-
ers would start to supply more of such models into the market.
So when reached, this agreement would in a way provide an
incentive program (level e) for energy-eflicient products.

ENERGY STAR
Though not (yet) connected to free trade, the Energy Star,
an international labelling program for energy-efficient office
equipment, is worth mentioning in this context. It was first
created by U.S. Environment Protection Agency (EPA) and
the Department of Energy in 1992, and the program has been
later adopted by the EU, Canada, Australia, New Zealand, Ja-
pan, and Taiwan. The idea is that products carrying an Energy
Star mark consume 25 % less energy than required by the U.S.
federal MEPS. While in the EU the program covers only office
equipment (computers, displays, imaging equipment, UPS, and
enterprise servers), in the U.S. it includes also domestic appli-
ances, heating/cooling/ventilation, electronics, and lighting.
Products carrying an Energy Star mark have to be regis-
tered in a public database, and this is the case also in the EU,
where the products are listed at eu-energystar.org web-page.
For example, all notebook computers have on/off/sleep mode
energy consumption listed as well as average annual energy use
in kWh. The U.S. database is available at www.energystar.gov
and there much more features are listed for a multiple number
of products. Very interestingly, also the date is shown when a
product was first available on the market, and in the case of
notebooks also the countries where the products are sold is
given. Thus the Energy Star database is exemplary for the har-
monization under free trade conditions, making available the
crucial information about products on the marketplace.

Trans-Atlantic FTA (TTIP)

The TTIP negotiations began in July 2013 and reached the eight
round by February 2015. Negotiations are held in week-long
cycles alternating between Brussels and Washington. Currently,
the negotiators hope to conclude their work by the end of 2015.
The importance of mutual trade for both economies can be
seen from Table 2., while Figure 2 presents the geographic set-
ting with NAFTA and EFTA as well. An economic assessment
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Table 2. EU-US trade statistics in Goods and Services (European Commission, 2014b).

Trade in Goods in billions of EUR Trade in Services in billions of EUR
Year EU Imports EU Exports to Balance EU Imports EU Exports to Balance
from USA USA from USA USA
2010 173.0 242.3 69.3 133.8 137.3 3.5
2011 191.5 263.7 722 1384 143.9 5.5
2012 205.2 292.2 87.0 145.6 156.8 11.2

of TTIP (Francois, 2013) states that an ambitious and compre-
hensive transatlantic FTA could bring €119 billion economic
gains for EU, and €95 billion for the USA, while global income
would increase by almost €100 billion.

The European Commission (2014c) has released several
position papers for the TTIP negotiations, and the U.S. ob-
jectives were released by USTR (2014b). Most notable of the
EU papers in the context of this article is Technical Barriers to
Trade (TBT) - position paper (European Commission 2013a),
though there is also the Trade and Sustainable Development
paper (European Commission, 2013b) stating that the aim is
to “promote trade of climate-friendly products and have active
policy of review the effects of the Agreement on sustainable
development objectives”. In early 2015, the EU Commission
(2015) published the negotiation texts and also the textual pro-
posals for all chapters of the agreement.

The TBT-paper naturally considers tackling provisions
aimed at promoting greater regulatory compatibility and trans-
parency in individual sectors, e.g. the conformity assessment
and standards development processes. But the EU Commission
is concerned about possible hindrances to international trade
with respect to the partners, while recognizing that the existing
voluntary instruments of transatlantic co-operation should not
be compromised. The paper also stresses that one side should
not impose its system on the other, nor treat its partner more
favourably than its own side. The new 2015 version of TBT-
factsheet mentions energy efficiency of domestic appliances in
particular, and identifies conformity assessment procedures
(level b) as important and possible subject of harmonization.

The U.S. objectives seek to eliminate all tariffs and duties in
trade of consumer products, and obtain improved transpar-
ency in administration of trade regimes. High level of environ-
mental protection and effective enforcement of environmental
laws is also in their interests. The most important sentence in
this context says: “[W]e seek greater compatibility of U.S. and
EU regulations and related standards development processes,
with the objective of reducing costs associated with unneces-
sary regulatory differences and facilitating trade, inter alia by
promoting transparency in the development and implementa-
tion of regulations and good regulatory practices, establishing
mechanisms for future progress, and pursuing regulatory coop-
eration initiatives where appropriate”, and continues, “We seek
to build on key principles and disciplines of the WTO Agree-
ment on Technical Barriers to Trade (TBT)”. Now, this means
that the TBT-provisions in NAFTA- and P4-agreements, pur-
suing mutual recognition and harmonization efforts, are likely
to become the basis for respective chapters in TTIP agreement.
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A key issue is to understand the functioning of the EU and
U.S. internal markets, that is, the conditions under which
products can be lawfully placed on the market in EU Mem-
ber States and U.S. States, and how this applies to the common
marketplace that TTIP would create. In case of energy-related
products, the EU relies on manufacturer’s self-declaration of
compliance, while the U.S. requires third-party certification
and listing the products on a public database. Moreover, some
U.S. States, especially California? , have their own MEPS in
force with requirement for manufacturers to list products to be
sold in California on a specific database. Thus the framework
conditions for market access are very different presently, and
many exporters, especially small and medium sized enterprises
(SME) on both sides of the Atlantic, find the situation quite
confusing.

This is confirmed by a recent report by USITC (2014), com-
piling the results of 28 roundtable discussions with U.S. busi-
nesses exporting to EU with trade volume of $76 billion in 2011:
“Many SMEs reported that EU technical regulations and other
trade barriers limit their ability to export, and they expressed
concern that standards-related measures may pose a greater
burden on SMEs seeking to export to the EU than on larger
companies. While complying with standards, technical regula-
tions, and conformity assessment procedures can be costly for
larger firms, it is potentially prohibitive for SMEs because many
costs are fixed”. And moreover, “those SMEs producing machin-
ery, electronic, transportation, and other goods cited a lack of
harmonized international standards and mutual recognition
for conformity assessment, as well as problems complying with
technical regulations and conformity assessment procedures.

The text proposed by the EU Commission (2015) for TBT-
chapter of the Agreement is very promising in terms of future
collaboration and harmonization of regulatory framework.
Whether the final text contains the same elements, is yet to be
seen.

Discussion and policy implications

Should MEPS-policy even be covered in TTIP? Bollyky and
Bradford (2013) suggest that the TTIP negotiations should
focus on sectors where transatlantic goals of trade and regu-
lation overlap: pharmaceuticals, agricultural products, and
financial services. This would ensure, in their words, that the

2. Californian MEPS preceded U.S. federal regulations, and while pre-empted on
several product groups, they still cover a variety of energy-related productsin light-
ing, heating, and cooling appliance sectors. California Energy Commission also es-
tablished the first database in the USA, which paved the way for industry-specific
databases, where companies voluntarily disclose product data.
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Figure 2. Negotiators of TTIP are shown on dark,while lighter indicates NAFTA countries in North America (Canada and Mexico) and EFTA in

Europé (Iceland, Lichtenstein, Norway, and Switzerland). (Fou, 2013.)

United States and Europe remain “standard makers, rather than
standard takers,” in the global economy, subsequently ensuring
that producers worldwide continue to gravitate toward joint
US-EU standards. Clearly, energy-related products would also
fit in this group, as we are arguing here in this paper. Overlap
in MEPS is as visible as it is in pharmaceuticals, and even more
so than in agricultural products, where genetically manipulated
organisms (GMO) in U.S. food production is a barrier to trade
with the EU, where GMO is strongly opposed (Hontz-Ward,
2013).

In the future, making of common regulations should be a
priority on sectors where new legislation is needed, but also
in cases when current regulations are being reviewed. Ulti-
mately, global harmonization of MEPS-requirements should
be pursued whenever possible. Good examples exist on sectors
such as marine safety equipment, air traffic regulations (IATA,
2013), and safety standards of electric vehicles. Past agree-
ments in these sectors have demonstrated that instead of find-
ing the least common denominator for harmonization, there
has been a race to the top, that is, the highest level of safety is
pursued when regulations are reviewed and harmonized. The
scale of potential energy savings attained via harmonization to
more ambitious performance levels is so significant that it be-
comes an environmental safety issue due to the large number
of avoided new power plants?, in addition to an energy security

3. Can be measured explicitly in Rosenfeld-units, see Glossary.

issue. Thus the starting point for harmonization should be the
highest efficiency level of the respective regulations, and not
the lowest.

How should harmonization efforts begin? The officials re-
sponsible of policy development and those of enforcement in
all jurisdictions should learn from established best practices
and they should be provided with platform of cooperation and
information sharing. This is already taking place between the
EU Member State authorities, but with TTIP it becomes es-
sential that information is shared over the Atlantic as well. The
harmonization should reach enforcement methods in addition
to policy development and reviews.

One of the earliest requirements should be a common da-
tabase listing the products offered legally for sale in the trans-
Atlantic marketplace. Without such a database, it is impossi-
ble to determine product sizes, features, and energy efficiency
ranges that should, in a next step, be harmonized and regulated.
That’s the best way to serve the desired transparency objectives,
and establish the required market data for future policymak-
ing. Such a database already exists in the USA and many other
major economies, but does not yet exist in the EU. For these
reasons the establishment of a comparable product database
should be a high priority. One approach would be to by-pass
an EU-wide database and make it trans- Atlantic from the start.
Because it would be a new burden for the economic opera-
tors to upload data about the products they are placing on the
trans-Atlantic market, the bureaucracy should be minimized
by utilizing a single, easy-to-use database, common for the EU
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and the USA. A very good model is the Energy Star database.
Thinking further, there should also be step-by-step instruc-
tions for economic operators on what conditions their prod-
ucts gain access to the market. Once the procedures have been
established, the enforcement authorities could be responsible
for keeping the database updated and making sure the system
contains latest information about product requirements. Lan-
guage of the database should be simplified English, for many
European authorities do not use English as working language.
Instructions and on-line support should be available in every
official EU language.

Conclusions

The overall economic benefits of the TTIP for the EU and the
USA may be positive, but its impact on product energy efficien-
cy is at best unclear. The continuing negotiations are opaque so
it’s not clear if the TTIP will lead to entirely new procedures
for regulating MEPS. At this time, it is impossible to predict
which product groups will be covered, and how they will be
regulated. Will the compromises lead to selection of the high-
est efficiencies or the lowest common denominators? If past
agreements are any guide, these issues will not be resolved in
the run-up to the agreement and an extended period of regula-
tory uncertainty will prevail. This uncertainly could eventually
undermine other energy-saving policies and anticipated reduc-
tions in carbon emissions.

One important requisite of a harmonized market is a com-
mon database for energy-related products listing their manu-
facturers, models, and energy consumption data. Such a data-
base is already available in the USA but not in the EU. Thus, a
trans-Atlantic database could be a valuable outcome from the
trade agreement.

After the TTIP has been in force for five to seven years, a
thorough review should be conducted of the harmonization
efforts, and an impact analysis performed for realized energy
savings and emissions reduction. (Sadly, these kinds of reviews
have not been undertaken for earlier FTAs.) Only then can a
conclusion be made whether MEPS—and national energy-
saving policies—have benefitted from the trans-Atlantic free
trade agreement.

Glossary

APEC Asia-Pacific Economic Cooperation, a fo-
rum for 21 Pacific Rim economies on trade
issues.

BBC British Broadcasting Corporation.

CEC Commission for Environmental Coopera-
tion of NAFTA.

DOE United States Department of Energy, a
branch of US Government, sets the federal
MEPS.

EcoDesign is the European directive for setting MEPS
on energy-related products.

EEA European Economic Area, consisting of

European Union member countries plus
Iceland, Lichtenstein, and Norway, is a Sin-
gle Market where product-related European
directives apply.
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EFTA European Free Trade Association, a trade
block between Iceland, Lichtenstein, Nor-
way, and Switzerland.

Energy-related Energy-related products are goods that have

products impact on energy consumption during their

use. This includes all energy-using appli-
ances, but also products indirectly linked to
energy consumption, for example, windows
and water faucets. However, means of
transport for persons and goods are usually
excluded.

EU European Union, a supranational union
of European countries with the European
Commission as its executive body.

FTA Free Trade Agreement, a trade block be-
tween parties, who have agreed to reduce
trade barriers by eliminating tariffs, import
quotas, and preferences on goods and ser-
vices traded between them.

FTTAP Free Trade Agreement of the Asia-Pacific
region, a prospective trade block between
Pacific Rim countries. Not yet in existence,
see P4, and TPP.

GDP Gross Domestic Product, the annual market
value of all officially recognized final goods
and services produced within a country or
economic area.

GMO Genetically Modified Organism, has its
genetic material been altered using genetic
engineering techniques to resist pest and her-
bicides, and to increase its nutritional value.

IEC International Electrotechnical Commission,
sets the standards for most electrical prod-
ucts.

KORUS Free trade agreement between the United
States and Republic of Korea.

MEPS Minimum Energy-efficiency Performance
Standards, a set of mandatory requirements
on energy consumption of consumer appli-
ances.

MFAT New Zealand Ministry of Foreign Affairs
and Trade.

NAFTA North American Free Trade Agreement,

signed in 1994 between Canada, Mexico,

and the United States.

NAEEC North American Agreement On Environ-

mental Cooperation, a side agreement of

NAFTA concentrating on environmental

issues linked to NAFTA.

NAEWG North American Energy Working Group.

OECD Organization for Economic Cooperation
and Development, often considered to
encompass the economically developed
countries in Europe, North America, and
Pacific Rim.

P4 Trans-Pacific Strategic Economic Partner-
ship Agreement between Brunei, Chile, New
Zealand, and Singapore.

Rosenfeld A proposed unit for annual 3 TWh electric-

ity savings from a 500 MW coal-fired power
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plant, equivalent to 3 megatons of CO,-
emissions per year (Koomey J., et al., 2010).

SME Small and Medium-Sized Enterprises, com-
panies employing 10-250 workers.

SOM 1 APEC Senior Officials Meeting number 1, in
Jakarta, Indonesia, 2013.

TBT Technical Barriers to Trade, a typical part of

free trade agreements where national techni-
cal regulations and conformity assessments
are viewed as barriers to free trade.

TDCA Trade, Development, and Co-operation
Agreement, signed between the European
Union and South Africa.

TPP Trans-Pacific Partnership, seeks to expand
P4 to encompass 12 of Pacific Rim countries,
who are members of APEC.

TTIP Transatlantic Trade and Investment Partner-
ship, a free trade agreement currently in
negotiations between the European Union

and the United States.

USITC United States International Trade Commis-
sion.

USTR United States Trade Representative.

WTO World Trade Organization
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