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Abstract

The paper assesses transaction costs of the energy efficiency programmes in the Czech Republic. It is argued that unless transaction costs are taken into evaluation when assessing the effectiveness of the programmes, the decisions made can be suboptimal from the system point of view. The Operational Programme Environment under EU Structural Funds is analysed as a case study. Transaction costs on the side of the applicant and the administration body are assessed. The conclusions are that the level of transaction costs is much higher on the side of the applicant and may reach 15 % of the value of investment, whereas the transaction costs of the administration body reach ca 3 %. Both shares are expected to be the lower bound of the estimate.

Overview of related research 
The present paper analyses the effectiveness of energy efficiency programmes from the point of view of transaction costs theory. The main aim is to define the structure and level of transaction costs in energy efficiency programmes. Based on this evaluation, the main factors, which influence the overall effectiveness of the programmes, will be defined. Knowing such factors will in turn help improving effectiveness when designing and evaluating the new energy efficiency programmes in the Czech Republic, but potentially in other countries, too.

The transaction costs theory is imbedded in the institutional economics theory, which addresses the fact that all actors make their decisions under bounded rationality and therefore all transactions and contracts bring about transaction costs. The general theory of transaction costs is well described in literature [1], even though no common definition of transaction costs has been developed yet.

In energy efficiency (and CO2 emission reduction) programmes, there exist studies describing transaction costs in theory, even though such studies are much less numerous. Empirical studies on transaction costs in this sector are even less frequent and they differ both in scope and methods used [2].

In the Czech Republic, the effectiveness through theory of transaction costs has only been studied in other sectors so far, such as tax system [3]. The energy efficiency programmes are evaluated by the respective programme administrators; such evaluations however compare only the amount of subsidy and the resulting effects (energy savings, CO2 reduction, etc.).

We argue that such evaluation is incomplete and a more complex evaluation, including the transaction costs on the side of the beneficiary as well as programme administrator, is needed. Otherwise, such evaluation may lead both to suboptimal decision on a system level and consequently to ineffective allocation of public expenditures.
Methods 
Method of research is based on a close analysis of the energy efficiency programmes in the Czech Republic as a case study. The structure of transaction costs is analysed at one of the energy efficiency programme, the Operational Programme Environment from Structural Funds. 

Based on the analysis of the selected programmes (in terms of application and implementation processes, administration, technical assistance, number and structure of applicants and ex-ante or ex-post results), a sample of 40 is assessed from the view point of the transaction costs at the administration body and at the applicant (and their respective stakeholders). The survey reveals main bottlenecks in the effectiveness of the programmes and main areas to be addressed. 

As a next step, other energy efficiency programmes will be assessed. Such heterogeneous focus is important for effectiveness evaluation as it helps encompass as much as possible of the differences in the programmes. A basis for a model will then be developed to help the decision makers 1) in selecting which programmes to prioritize and 2) in designing the programmes.
Results and conclusions 

When evaluating the effectiveness of public subsidy programs, following the theory of transaction costs, one has to include the transaction costs both of the administration body and of the applicants/beneficiaries into the calculations; otherwise the decisions made based on such evaluations may be suboptimal from the system point of view.

It is shown on the case study of the Priority axis 3 of the Operational Programme Environment focused on energy efficiency that the transaction costs may amount to significant levels of the total investment costs. The transaction costs on the side of administration body exceed 3 % of the total allocated programme finances. At recipient side, the transaction costs reach about 15 % of the investment costs. As to structure, the most intensive part of the overall project is the preparation phase, including preparation of the application and development of the project documentation. 

Both numbers are likely to be underestimated. Firstly the transaction costs do not include the indirect costs both at the side of administration and at the side of the recipient. Secondly, the sample consists of larger than average projects. For larger projects, the share of transaction costs on the overall investment cost tends to be smaller. The shares are therefore likely to be at the lower bound of the estimate. 

The task now is to follow such evaluation and propose a model to optimize the transaction and therefore total costs of the programme. 
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