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G R E E N B O O K

« T O W A R D S A N E U R O P E A N S T R A T E G Y

F O R T H E S E C U R I T Y O F E N E R G Y S U P P L Y »

The European Commission’s Green Book on the security of energy supply makes it clear that the
European Union does not have a coherent energy policy. Measures tending towards such a policy are
admittedly to be found in measures relating to the Internal Market or special measures aimed at the
protection of the environment. It makes it all the more urgent to clarify common objectives and
measures as well as respective responsibilities with regard to a future strategy for energy.

M O B I L I S A T I O N O F E U R O P E A N E N E R G Y R E S O U R C E S

As indicated in the Green Book, the European Union, even when taking account of its forthcoming
enlargement, does not have adequate energy resources. In order to limit the extent of its energy
dependence, or at least to maintain the status quo, it has no option but to make full use of its
indigenous resources as well as diversifying as much as possible its sources and supply options.

- Despite current euphoria, it is likely that renewable sources of energy can only be developed
to a relatively modest extent and then only by means of considerable financial aid. Given,
moreover, their not fully reliable availability, their contribution to security of energy supply
must necessary be limited, nor can some impact upon the environment be avoided particularly
in the case of large-scale ….

- Nuclear energy, whose somewhat battered image the European Union must seek to restore,
requires further research particularly with regard to a definitive solution to the problem of
nuclear waste disposal.

- Coal will remain an indispensable source for Europe’s energy and raw material supplies, not
least because of its indigenous resources. It is essential that access to major resources be
safeguarded, and this in turn requires the maintenance of an adequate production capacity.
Any necessary adaptations must be carried out in a manner compatible with social and
regional policy considerations. This cannot be done without state aid. Such aids should
indeed be seen, in practical terms, as an insurance premium to be scheduled over a period of
years given that improvisation from one year no the next is not an option in the management
of the coal industry.

- Lignite is an energy resource that is available in a number of places in Central Europe; it is
largely won by means of opencast operations and consumed predominantly in nearby
electricity generating plants. In major producing countries such as Germany or Greece, it
ensures a significant level of economically competitive electricity production. Similar
prospects exist for large parts of the lignite industry in the candidate countries for accession to
the European Union, such as Poland, the Czech Republic and Hungary. There are further
possibilities in South-Eastern Europe. The European Union should ensure that within the
framework of its energy and environmental policy strategy this indigenous and economically
viable contribution to electricity supply be appropriately safeguarded.



ENERGY TAXATION

The levy of an additional tax on energy, whether on indigenous or imported energy, is not appropriate
for the reduction of energy dependence. Given the differences in taxation that already exist among the
Member States, such a tax would inevitably be to the disadvantage of the European economy. A CO2

tax or similar measures such as a compulsory carbon trading system for enterprises would discriminate
against coal and coal producing countries and must on these ground also be out of the question.
The … is the rate of growth in energy demand from both the transport and construction sectors by
means of a more rational use of energy and improved energy saving measures are among the
objectives of the European Union and should be granted by means of fiscal measures. Industry -unlike
the transport and construction sectors- has already achieved a large measure of success in energy
saving but has to maintain its competitiveness on the international market; it follows that it should not
be burdened with additional taxes but rather benefit from tax relief and added financial incentives to
encourage research and development.

T H E K Y O T O O B J E C T I V E S

Respecting its Kyoto commitments undoubtedly constitutes an ambitious objective for the European
Union. However, the Kyoto accord should in no way be used as a pretext -and this all the more so
after the decisions reached at the Bonn Climate Conference- for the exclusion of certain types of
energy or combustion techniques, especially not coal. It deserves to be that since 1990 CO2

emissions attributable to coal have decreased by 26.2 % in the EU. Furthermore, the reduction of
greenhouse gases should be considered in the long term, beyond the Kyoto Protocol’s deadline of
2010. The EU is in a position to contribute far more to the improvement of the global Climate
situation by means of the further development and international dissemination of non-polluting coal
utilisation processes than through the limitation of coal use in the Member States -thereby
compromising economic growth, employment and security of supply throughout the European Union.

PR O M O T I N G A S C I E N T I F I C P O L I C Y F O R T H E E N E R G Y S E C T O R

Science, research and technical development in the energy sector constitute an area where the EU can
most easily advance solidarity among its Member States. A wide-ranging long-term research and
technical development programme for the energy sector should include the following:

- the use of a reasonable and well-balanced range of fuels and, in particular, improved
efficiencies in electricity generation;

- the development of substitute energy sources such as biomass and hydrogen;

- the adoption of a new approach to nuclear power based on new fusion techniques, enhanced
security and better management of nuclear waste disposal;

- cost-efficient measures for the protection of the environment, including research into new
options for fossil energies such as CO2 sequestration and “zero-emission” power stations.

In order to ensure a sustainable policy for energy supply for the European Union, it is furthermore
essential to include in the scheduled research programme for research and development of clean coal
combustion techniques. New combustion techniques that already exist or are currently being
developed are a guarantee for coal’s future. Coal is an unavoidable source of energy for the future:
plentifully available in Europe, and totally dependable both economically and geopolitically. It is, in
short, the Number One source of energy for the generation of electricity.

* * * * * *



CECSO POSITION PAPER ON QUESTIONS

IN "G UIDELINES FOR THE DEBATE" RE THE EUROPEAN COMMISSION 'S GREEN PAPER

« TOWARDS AEUROPEANSTRATEGY FOR THESECURITY OF ENERGYSUPPLY»

Comments on the three main points emerging from the Green Paper

- The European Union will become increasingly dependent on external energy sources;
enlargement will not change the situation; based on current forecasts, dependence will
reach 70% in 2030.

In a global context, it is already a matter for concern that the EU has a high degree of
dependence on external energy sources and that this can be expected to increase further. This
requires a proactive response. All the options we have at our disposal should be used to
counter the risks associated with world energy markets, which will extend beyond 2030. In
particular, this includes maintaining and utilising those EU indigenous energy resources,
which will be available in the long term. The EU’s energy and environmental policy measures
must also be designed to organise the extraction of energy raw materials and their conversion
into usable form so as to ensure that the related industry remains competitive in the
international context.

- The European Union has very limited scope to influence energy supply conditions; it is
essentially on the demand side that the EU can intervene, mainly by promoting energy
saving in buildings and the transport sector.

Even if it is legitimate for future energy policy to focus on influencing demand and above
all to promote energy saving measures in the construction and transport sectors, the
possibilities that exist on the supply side, including an energy mix that is as balanced as
possible and incorporates an appropriate contribution from solid fuels, should not be ignored
or even wasted. Indigenous energy sources, and above all indigenous hard coal and brown
coal, have a particular role in limiting import and price risks, especially given the fact that –
something not apparent from the Green Paper – a substantial proportion of indigenous coal
obtained by opencast mining, such as brown coal in Germany, Greece and Poland, is
competitive or has the prospect of being competitive. Given that indigenous coal production,
and especially access to the large deposits of indigenous opencast coal, requires special
economic support, the proposal to fence off an indigenous primary energy base points towards
a possible approach that would enable related issues to be resolved in a way that was in
harmony with common energy aims, but, in accordance with the subsidiarity principle, also
fell within the scope of national responsibility.

- At present, the European Union is not in a position to respond to the challenge of
climate change and to meet its commitments, notably under the Kyoto Protocol



This is incorrect. The European Union alone will never be in a position to deal with the
challenges of long-term climatic change, and cannot solve the current problems even if it
abides by its own Kyoto obligations. As regards climate protection, it is important to be aware
- whilst recognising that the scientific arguments are by no means 100% proven - that this is
fundamentally a global problem that can only be dealt with by means of a global strategy
shared by all nations. Even if it adopts highly ambitious measures in terms of climate policy,
the EU can only make a relatively modest contribution to reducing greenhouse gas emissions
worldwide. At the same time, climate protection measures in the energy sector need to be
reconciled with the other key objectives of energy policy - security of supply and
competitiveness. In particular, further developing environmentally sound European energy
technologies and disseminating them throughout the world would help to achieve this
objective and thus contribute to sustainability.

Detailed replies to questions

1. Can the European Union accept an increase in its dependence on external energy
sources without compromising its security of supply and European competitiveness? For
which sources of energy would it be appropriate, if this were the case, to foresee a
framework policy for imports? In this context, is it appropriate to favour an economic
approach: energy cost; or geopolitical approach: risk of disruption?

Particularly in the case of oil and gas, the growing dependence on external sources, while
inevitable in view of the EU's relatively modest indigenous energy resources, is leading to
substantial supply and price risks. There should therefore be an import policy for these energy
sources combined with a policy of diversification and creation and/or maintenance of
alternatives. In the case of coal the main issue is to avoid artificially restricting consumption
potential and also to ensure that indigenous production continues to make an adequate
contribution. In particular, there must be a reliable energy mix including coal if electricity
supplies are to be guaranteed. Environmental protection must not degenerate into an anti-coal
ideology and excessively restrictive regulations, which would have the effect of ruling out the
substantial contribution coal may potentially make to a secure and competitive energy supply.
Furthermore, geo-political risks should not in any circumstances be ignored, as international
conflicts revolving round energy resources can also have immense economic repercussions.
Supply blockades are only one type of possible crisis situation. Unforeseen supply disruptions
or surges in demand from other regions are also possible for a variety of reasons, while
shortages also invariably lead to very swift price increases. OPEC's price policy and the oil
price explosion in 2000 are warning signals that economic and geo-political criteria are
inextricably linked.

2. Does Europe's increasingly integrated internal market, where decisions taken in one
country have an impact on the others, not call for a consistent and co-ordinated policy at
Community level? What should the key features of such a policy be and what should be
the status of the competition rules?

No one denies that an appropriate Community legal framework is needed in order to
complete the internal energy market. This framework is either already in existence, for
example in the form of the relevant treaties, the ECSC and Euratom Treaties, or it is in the
process of being completed, as with the Directives on Common Rules for the Internal Market
in Electricity and Gas. There are also common energy objectives and such common objectives



also have to be agreed for the future. These will of course have to be coordinated both with
each other and, for example, with the Community's research, structural and environmental
policy. In addition, the energy sector is covered by the general objectives and provisions of
the treaties, including the competition rules. All these considerations obviously argue in
favour of a community policy on energy that is even more coherent and coordinated than
hitherto. As an important economic power and the biggest energy-importing region in the
world, the Union should act more decisively and speak with one voice, above all in its
dealings with outside countries, especially other energy-producing countries. Within the EU,
however, adequate negotiating room must be provided for Member States on energy policy
questions. However, the Member States of the Community have had sound reasons, because
of the sometimes widely varying structures, resources and public acceptance found in the
energy sector, for not giving the EU any general powers as regards energy, nor did they do so
at the most recent conference on reform in Nice. Energy policy is therefore primarily a matter
for national governments and is subject to the principle of subsidiarity. The Member States
accordingly need to be allowed somewhat greater latitude than has been the case up to now,
both as regards aids and competition policy.

3. Are tax and state aid policies in the energy sector an obstacle to competitiveness in the
European Union or not? Given the failure of attempts to harmonise indirect taxation,
should not the whole issue of energy taxation be re-examined taking account of energy
and environmental objectives?

As explained in reply to the previous question, Member States will have to be given
adequate scope for framing their own energy policy measures. This includes fiscal policy and
policy on subsidies. The Community's powers in respect of subsidies are already very
extensive and in some cases appear to be somewhat too restrictive in the energy sector. There
is certainly room for improvement as regards tax harmonisation. However, an additional EU
energy tax burden would be a step in the wrong direction if it meant affecting the
competitiveness of European industry against its competitors in non-EU countries and if it
deprived EU industry of resources needed for investment in modernising energy supply and
utilisation structures. In any case, industry already has an incentive to save energy and use
energy more rationally given that energy is a key factor in production. In any case, an output
tax on electricity coupled with tax exemption for useful energy sources would be
competitively neutral, although only for the energy supply side. By contrast, creating an EU
energy tax with a direct or indirect link to CO2 would distort the energy mix and would in
particular discriminate against coal, while other environmental and supply risks affecting the
energy sector would not be subject to any special tax burden. This would be at odds with the
Community's energy policy objectives and also with the desire for sustainability.

4. In the framework of an ongoing dialogue with producer countries, what should
supply and investment promotion agreements contain? Given the importance of a
partnership with Russia in particular, how can stable quantities, prices and investments
be guaranteed?

In the context of the dialogue with the producer countries – and this point relates
especially to oil and natural gas, as coal is currently supplied by a much wider range of
producers worldwide – the Commission should play a stronger geopolitical role in
representing European interests, in order to achieve equilibrium between producers and
consumers. In a liberalised world market, long-term treaties between individual governments



are becoming less important. It should be borne in mind that if quantities are to be guaranteed,
corresponding commitments also have to be made as regards price – and vice versa. Direct
interventions to maintain prices on the international energy market would not be a realistic
approach, however. Given the differences in price elasticity prevailing in the energy markets
concerned, there is a need to reconcile conflicting interests. We also need to consider whether
energy taxation in the EU conflicts with giving the producing countries reliable sales
prospects, so that it could therefore have a destabilising effect. The energy security
partnership with Russia should be accompanied by reciprocal economic links so as to avoid
one-way dependence as far as possible and so as to limit the risks of growing dependence on
energy supplies from Russia. In any case, it is essential for us to continue to have alternative
sources of supply. A stable framework for European investment in a number of producing
countries, including Russia, is covered by the European Energy Charter and should be
developed further on the basis of the Charter. However, Russia should not be regarded in an
isolated and exclusive light: the same attention should be given to other producing regions.

5. Should more reserves be stockpiled - as already done for oil - and should other energy
sources be included, such as gas or coal? Should the Community take on a greater role in
stock management and, if so, what should the objectives and modalities be? Does the risk
of physical disruption to energy supplies justify more onerous measures for access to
resources?

Basically, stockpiling can only smooth over the problem of short-term fluctuations. In the
USA, for example, the most recent oil crisis has demonstrated how quickly low levels of
reserves can limit the scope for taking countermeasures when the market shifts to the
disadvantage of energy-consuming countries. This suggests that oil reserves should be built
up and coordinated better at supranational level than has been the case up to now. As it seems
likely that in the longer term developments in gas supply will mirror those on the oil market, a
similar stockpiling policy should also be adopted for gas. On the other hand, large stockpiles
are subject to considerable specific security and cost risks. In the case of solid fuels, and
especially coal, the situation is different from that with oil and gas, because the international
coal market is more accessible, meaning that shortages are less likely. In addition, the
Community has substantial indigenous reserves of coal. This makes it unnecessary to build up
extensive, politically regulated stockpiles. On the other hand, it may be expedient for Europe
to maintain a long-term minimum level of subsidised production for crisis management
purposes, thus guaranteeing continuous access to those reserves, and with scope for stepping
up production if necessary.

6. How can we develop and ensure better operation of energy transport networks in the
European Union and neighbouring countries so as to enable the internal market to
function properly and guarantee security of supply?

Energy transport networks, which are both sufficiently extensive and stable in
infrastructural terms are of great importance both for the proper functioning of the single
market and also for security of supply of energy transported via oil and gas pipelines and
electricity networks. However, each Member State's national grid is a matter for that country,
where the necessary investment decisions should be taken by the relevant companies. At
European level, activity should continue to focus on promoting the trans-European grid and
the interoperability of the various national grids. It is particularly important for isolated



regions to be connected and, in the future, for the candidate countries to be integrated into the
system.

7. The development of some renewable energy sources calls for major efforts in terms of
research and technological development, investment aid and operational aid. Should co-
financing of this aid include a contribution from sectors that received substantial initial
development aid and that are now highly profitable (gas, oil, nuclear)?

The development of certain renewable energy sources certainly calls for major state
intervention, ranging from R & D subsidies to operational aid. In many cases this can be
justified on energy policy grounds, especially given the fact that – as is correctly emphasised
in the Green Paper – the development of other energy sources that are profitable today was
promoted with substantial subsidies in the past. Here too, however, a balanced approach is
called for. Some forms of “conventional” energy such as solid fuels, which are vital for a
secure and economical energy supply, also require technical development funding to ensure
more cost-effective extraction, continued improvement in levels of efficiency and the
reduction of environmental effects. Successes achieved so far with clean coal technologies
should not be penalised with a complete about-turn in the community’s RTD policy in the
energy sector. Equally, subsidisation policy should not be unilaterally applied purely to
renewable energies, but should also maintain a reasonable perspective on indigenous hard
coal, for example. As a matter of principle, these energy sources should in both cases be
subsidised from general tax revenues. Direct cross-subsidisation of renewables by other
energy sectors is only acceptable if it is voluntary, for example if it is done within a company
in order to create and expand a renewable energy business sector, by offering "green tariffs".
General taxes, etc., with a view to cross-subsidisation are unacceptable. Some Member States
are already practising a form of indirect cross-subsidisation by financing the additional cost of
feeding electricity generated from renewables into the grid via electricity bills or grid charges,
which may be defensible from a competition point of view but certainly gives some cause for
concern, and requires clarification.

8. Seeing that nuclear energy is one of the elements in the debate on tackling climate
change and energy autonomy, how can the Community find a solution to the problem of
nuclear waste, reinforcing nuclear safety and developing research into reactors of the
future, in particular fusion technology ?

The Community's role in nuclear energy is laid down in the Euratom Treaty. Priority
must be given here to ensuring nuclear safety. In particular, the improvement of nuclear safety
must be one of the subjects covered in the accession negotiations, and in the aid programmes
and partnership agreements with the CEECs. In addition, research into nuclear reactors and
research to solve the problems associated with nuclear waste should also feature among the
objectives of the EC Framework Programme on Research and Technology.

9. Which policies should permit the European Union to fulfil its obligations under the
Kyoto Protocol? What measures could be taken in order to exploit fully potential energy
savings, which would help to reduce both our external dependence and CO2 emissions?



Under the EU's Kyoto commitments, the Member States have entered into burden-sharing
arrangements, which allocate specific proportions of the overall EU reductions to each
Member State, whilst leaving it up to them to determine how they should achieve their
respective shares. The Member States are accordingly implementing different instruments,
which reflect their varying economic and social structures. At national level, industry regards
voluntary agreements as the most suitable approach. In energy and industrial production, a
wide-ranging "technology offensive" covering all areas is needed in order to maximise further
energy saving potential, reduce CO2 emissions and limit dependence on imports. With specific
regard to power generation, a programme of renewing and upgrading power stations is needed
to increase efficiency; this would involve both building new stations and retrofitting existing
stations, whilst developing, marketing and disseminating state-of-the-art environmentally
friendly technology such as Clean Coal Technology. The Community can make an important
contribution to this process through its RTD programmes, and give Member States effective
assistance in fulfilling their obligations under the Kyoto Protocol, by promoting and extending
the scope of clean coal technologies. The most important untapped potential for energy saving
and emission reductions in the EU is, however, to be found in the transport and construction
sectors. This is an area where the Member States and the Community should consider new
concepts for optimising energy consumption. Furthermore, it should above all be the task of
the Community institutions to monitor measures taken by individual Member States and to
constructively develop international measures complementing national measures, such as
Joint Implementation and the Clean Development Mechanism or CDM (including technology
transfer in the case of modern coal technologies).

10. Can an ambitious programme to promote biofuels and other substitute fuels,
including hydrogen, geared to 20% of total fuel consumption by 2020, continue to be
implemented via national initiatives, or are co-ordinated decisions required on taxation,
distribution and prospects for agricultural production ?

This is another area where national governments should continue to be able to take
initiatives, but this by no means rules out enhanced coordination at Community level. The
prospects for agricultural production of biofuels are in any case also a matter for the common
agricultural policy.

11. Should energy saving in buildings (40% of energy consumption), whether public or
private, new or under renovation, be promoted through incentives such as tax breaks, or
are regulatory measures required along the lines of those adopted for major industrial
installations?

Minimum standards for rational use of energy can also be helpful in the construction
sector, and there is scope for transferring experience gained with industrial installations to that
sector. There is likely to be some need for harmonisation within the Community, but the
degree of regulation should be kept to a minimum. The extent to which incentives are given
by means of fiscal measures should be a matter for Member States to decide, bearing in mind
the impact of national energy taxes already in place.

12. Energy saving in the transport sector (32% of energy consumption) depends on
redressing the growing imbalance between road and rail. Is this imbalance inevitable, or



could corrective action be taken, however unpopular, notably to encourage lower use of
cars in urban areas? How can the aims of opening up the sector to competition,
investment in infrastructure to remove bottlenecks and intermodality be reconciled?

We should not just resign ourselves to accepting the correctly identified imbalance
between the different types of freight traffic, given that the transport sector is accountable for
the most rapid increase in emissions. Revitalising rail transport is a matter of urgency, as is
extending the use of inland waterways and short sea shipping. This will require substantial
infrastructural investment and the promotion of innovative transport technology. These points
need to be prioritised in the common transport policy and in the Community's work on
promoting trans-European transport networks. As regards the coal industry, it should be noted
that, unlike many other sectors, it has long used sea, river and rail transport for its deliveries,
minimising environmental and security risks.

13. How can we develop more collaborative visions and integrate the long-term
dimension into deliberations and actions undertaken by public authorities and other
involved parties in order to evolve a sustainable system of energy supply? How are we to
prepare the energy options for the future?

First of all, long-term thinking and sustainability need to be the hallmark of general
energy policy guidelines and also of general guidelines adopted in all other policy areas. This
will provide an appropriate framework for planning and implementing measures by both
public authorities and private companies, not to mention society in general. It needs to be
borne in mind here that sustainability should involve not only environmental but also
economic and social criteria. This means that for energy policy in particular, the key
objectives - in addition to environmental protection, and of equal importance - are security of
supply and competitiveness. For this reason energy policy options for the future should be
scrutinised to ascertain the extent to which they meet all three objectives. Taking a realistic
view, it is therefore obvious that a diversified energy mix is more essential for Europe today
than ever before, and that no energy option should be abandoned. The renewable energies
must continue to be developed, but not to the disadvantage of other energies, which will
remain indispensable for many years to come to cover energy demands. Coal, which all
forecasts indicate will continue to be the number one fuel for electricity generation over the
coming decades, has a number of advantages: there are abundant long-term reserves of this
energy source in the Community, it can be supplied at internationally competitive prices in the
long term, and by using state-of-the-art technology it can be used in an efficient and
environmentally sound manner.

* * * * * *


	Green Book
	Mobilisation of European energy resources
	
	Energy taxation


	The Kyoto objectives

