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MAIN CONCLUSIONS OF THE ONE-DAY DEBATE ON THE GREEN

PAPER “TOWARDS A EUROPEAN STRATEGY FOR THE SECURITY

OF ENERGY SUPPLY”

On 23 April 2001, at the initiative of the Institute for Energy Diversification and

Saving (IDAE) and with the collaboration of the European Commission via the

OPET network, the Colegio de Ingenieros de Caminos in Madrid hosted a one-day

debate on the Green Paper “Towards a European strategy for the security of energy

supply” [COM (2000)769 final], as recommended by the Commission itself in the

Green Paper.

The debate was attended by 350 representatives of Spain’s key socioeconomic

sectors, including professional and business associations, financial institutions,

representatives of employers and employees, NGOs, equipment manufacturers,

engineering companies and other energy sector companies, energy agencies and a

large group of institutional representatives from all levels of the Spanish

administration (local, regional, national).

Following opening contributions from the Vice-President of the European

Commission, Loyola de Palacio, the Minister for Science and Technology, Ana

Birulés, and the Director-General for Energy Policy and Mining, Carmen Becerril,

the debate was divided into thematic sessions, each lasting three-quarters of an hour

and involving experts from various areas of society, the aim being to reflect the broad

range of opinions generated by this highly topical issue.

Each session gave rise to a lively debate, from which we have extracted a series of

conclusions, as summarised below:

1. The Green Paper is the biggest attempt at a comprehensive examination of the

energy situation in Europe for at least 25 years, and tackles the key issues without

bias: indeed, it sets out to consider all the options, recognising that Europe is

beset by structural weaknesses which it clearly will not overcome in the near

future. It sets not just the goal of security of supply, but also environmental,

economic and social objectives at a time when some countries are climbing down

from the commitments they made at Kyoto. The Green Paper also recognises

that energy-policy decisions taken by one EU Member State are interdependent

with those taken by its neighbours, making it essential to come up with a joint

strategy.



TREN-2001-01428-00-00-EN-TRA-00 (ES)

-3-

2. For Spain, the Green Paper has come at a time of considerable change, with the

energy markets starting to be liberalised and the publication of the Renewable

Energies Development Plan. Moreover, given that our dependence on imported

energy is higher than the European average, the debate now under way is of

special relevance to us. Some notable successes have been achieved, such as

improved energy efficiency in industry and spectacular growth in the production

of wind energy, but other challenges still remain. One clear example is industry,

which despite having made the most progress still has great scope for reducing its

energy consumption via greater efficiency. The Government’s R&D plans will,

along with the Renewable Energy Development Plan, make a substantial

contribution to consolidating these successes and achieving others.

3. Another basic conclusion to emerge both from the analysis of the Green Paper

and from our own view of the issue in Spain is that there is no “perfect” form of

energy and that we therefore need to use a combination of all forms. Security of

supply must inevitably involve greater energy saving (demand management

measures) and diversification (supply-side measures). On the demand side, greater

awareness amongst the public and in the various socio-economic sectors,

especially the tertiary and residential sectors, will be a key factor in meeting the

challenge now facing us.

4. Spanish legislation is in tune with the environmental and energy efficiency

objectives set out in the Green Paper. Many tax arrangements weigh more heavily

on particularly polluting products and activities or give favourable tax treatment

to renewable energies; however, they are not all equally effective, having been

geared more towards tax collection than environmental protection. There is no

such thing as an ideal fiscal instrument universally applicable throughout the

European Union; any instrument would have to be adapted to the socio-

economic circumstances of each Member State. For one thing, measures to

standardise taxation, though necessary, must not be introduced at the expense of

those arrangements which offer firm support to energy efficiency and renewable

energy. Lastly, a greater role ought to be given to other measures aside from

taxation, such as voluntary agreements, regulation, training programmes,

awareness raising, emissions trading, etc.

5. Renewable energy has an important part to play in guaranteeing Europe’s energy

supply and minimising the environmental impact of other energy sources. In

Spain, it is the Renewable Energy Development Plan which expresses the
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European Union’s objectives in this area and which will provide the reference

framework up to the year 2010 and beyond, given the length of time it will take to

amortise the planned investment. Since the signals sent out by the market are not

always accurate, the current renewable energy support schemes provided for in

the Development Plan look like being appropriate tools, even if there is some

controversy regarding the specific form of support to be given. Various

mechanisms are to be used, including both the levying of a special tax on

producers of fossil energies, as well as intermediate taxes or end taxes on the

consumer, and the lowering of existing taxes to offset the tax rises which finance

this type of investment. The final choice is complex and calls for commitment

[translator’s note: compromise?] from all sectors of society. As for biofuels, whose

use is set to increase considerably over the next few years, thought could be given

to introducing a special scheme similar to that applied to renewable energy in the

electricity industry.

6. As a member of the European Union, Spain reaffirms its commitments under the

Kyoto Convention to slow down the rate of climate change. It also notes that

many of the solutions to the environmental problem are equally solutions to the

security of energy supply problem. This is a major challenge, in which public

awareness-raising, and not just regulations and tax measures, will play a key role.

However, co-generation, which contributes significantly towards achieving the

Commission’s objectives, is not dealt with in sufficient detail in the Green Paper,

and this is a shortcoming.

7. Transport accounts for 32% of energy consumption in the EU, and 42% of

consumption in Spain, with almost complete dependency on imported oil; this

places transport at the heart of any debate on this issue. Energy-efficiency

measures in this area need to be multisectoral, involving the automobile, biofuel

and transport regulation sectors. The automobile industry’s efforts to reduce the

consumption of new vehicles may be backed up by promoting public transport,

the railways and multimodality.

8. There is considerable scope for energy saving in the construction industry, to be

achieved by integrating construction methods, systems and environment. In fact,

urban planners are already looking at the possibility of building bioclimatic

housing, which is a step forward from the attitudes of the past. Contrary to

certain popular beliefs it need not be substantially more expensive to build

bioclimatic solar buildings, and in many cases it can even cost less. For this reason

it would be useful to create a number of “reference buildings” (the task would be
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particularly appropriate for the public sector) as a demonstration for private

builders and promoters. The growth of the bioclimatic housing stock also needs

to be tackled from the demand side, making generally ill-informed purchasers

aware that such housing brings not just environmental, but also economic

advantages.

Madrid, 23 April 2001
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IDAE’S RESPONSE TO VARIOUS QUESTIONS RAISED IN THE
GREEN PAPER

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 which received substantial initial development aid and which are now highly
profitable (gas, oil, nuclear)?

Answer:
The development of renewable energy, like the improvement of energy efficiency, is determined by
factors of economic, social, political and environmental strategy, which the European Union must deal
with. The major political and economic effort required to develop renewable energy sources itself
requires recognition of the economic benefits those sources will bring in the medium and long term
and of their comparative advantages over fossil and nuclear energy.

Accordingly, in creating a framework of free competition in the energy sector to improve the way the
market operates, we need to consider the way different energy sources help to conserve or degrade the
environment, and the way they contribute to a security of supply which ensures that economic and social
requirements are met in a stable manner.

Economic instruments (including tax instruments) offer wide scope for guiding and controlling demand,
and allow for co-financing of renewable sources. Much wider use of such instruments than at present and
careful planning of the way they are applied are probably essential to technological innovation and the
development of renewable sources, and to any substantial improvement in energy efficiency.

Support schemes for the price of electricity from renewable sources, such as the Spanish scheme,
have proved to be effective in the development of certain sources, especially wind power, and are
themselves a form of co-financing.

9. Which policies should permit the European Union to fulfil its obligations within 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?

Answer:
Most EU member States are poorly placed to meet their Kyoto commitments. However, the European
Commission indicated last year1 that Luxembourg, Germany and the United Kingdom do not fall into this
category.

The 1990s (especially from 1992 onwards) saw virtual stagnation in the rates of energy intensity in the
EU, while rates rose in some Member States. Given that emissions linked to the transformation and
consumption of energy account for the majority of the Kyoto Protocol gases, it is essential that action be
taken on the factors which determine that consumption and that such action have appreciably greater
scope and intensity than was seen in the last decade.

With regard to this, the Green Paper states the following:

“Compliance with the Kyoto commitments and control of greenhouse gas emissions in general
are essentially a matter of energy and transport policy. Without drastic measures in both these
sectors, climate change can only be effectively countered if the European Union makes a firm
commitment, as this Green Paper recommends, to undertake concrete measures (notably fiscal
and regulatory) geared to energy saving and the promotion of renewable energy sources (in
buildings, for example). These measures are all the more necessary in that the new energy
market in Europe is rather demand-driven.”

As for what measures could be taken, a simple answer would be that two things are necessary:
- clean and efficient technologies need to be developed;

1 Communication from the Commission to the Council and the European Parliament on EU policies and
measures to reduce greenhouse gas emissions: Towards a European Climate Change Programme (ECCP).
COM (2000) 88 final, Brussels, 8.3.2000.
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- users (administrations, businesses, private individuals) need to be persuaded to use them.

The fact is that it will be hard to achieve either of these, hard to integrate the energy and environment
policies into other policies andhard to exploit the full potential of energy saving with a view to
sustainable development without appropriate awareness-raising, a proper regulatory framework
and a major economic rebalancing to encourage the use of equipment, energy and practices which
are beneficial both environmentally and in terms of energy compared with those which pollute and
which are heavy energy consumers.

Making sure that future action includes measures which reflect the cost of the environmental
impact (including scarcity of resources) associated with energy consumption will be of key
importance when it comes to conceiving and designing future programmes, since this affects the scope
and breadth of technological innovation and dissemination.

Awareness-raising and support for the development and dissemination of clean technologies and fuels
will involve a major effort to instil respect for the environment and for scarce resources, as well as very
sizeable resources to make investment attractive and respect for the environment profitable.

Accordingly, therebalancing of energy pricesvia State intervention, anddiscrimination in the pricing
of energy-consuming equipment at the retail stage(cars, buildings, household appliances, etc.), based
on labelling schemes and energy/environmental rating, will be key elements in exploiting potential energy
savings fully.

Energy is in any event a basic commodity in economic and social development, and any reform
significantly affecting energy prices may have undesirable effects on certain economic sectors or social
groups, and so it is essential that we look carefully at various alternative ways of introducing such a
reform, its potential impact on different sectors, differentiated application or outright exemption, ways of
offsetting or minimising the impact, etc., gradual application following prior announcement, participation
by employers’ and workers’ representatives in the planning process, setting-up of information and support
systems to ensure that the most suitable alternatives are adopted.

Another fundamental feature of this type of reform is application of the criterion of tax neutrality,
balancing increased energy/environment tax revenue against reductions in other public taxes or levies
designed to compensate the sectors and groups most affected and stimulate the creation of jobs, while at
the same time funds are channelled towards supporting energy efficiency and renewable energies.

With regard to individual sectors, action will be important in respect of transport (which exerts the
greatest upward pressure on consumption and emissions), electricity generation (the biggest producer of
CO2 emissions after transport), renewable energies, cogeneration and buildings (whose construction
features will determine their energy consumption and emissions for many decades). The residential sector
is more important than its level of consumption suggests, since households not only generate private
vehicle consumption; they also, as the ultimate consumers of goods and services produced in the
economy, receive and send signals to the market in terms of demand, to which the manufacturing sectors
respond. The final sector, of course, is industry, which in addition to having to improve the efficiency of
its manufacturing processes, as it has been doing, is the sector whose job it is to encourage and
incorporate technological advances in the manufacture of equipment destined for all the energy-
consuming sectors.
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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
coordinated decisions required on taxation, distribution and prospects for agricultural production?

Answer:
The main obstacle to the use of biofuels is that they are more expensive to produce than fossil fuels, and
so what is now essential for their development is fiscal treatment which clearly differentiates them from
hydrocarbons.

An objective as ambitious as a 20% share for biofuels and substitute fuels by 2020 requiresmajor
support at various levels, and is hard to imagine without coordinated decisions in the areas referred
to and without an undertaking from the Member States to achieve it.

For one thing, it means making biofuels and other substitute fuels more competitive, both by reducing
production-side costs and via the taxation of their consumption. The fact that the EU lacks harmonised
taxation in favour of biofuels, or a special scheme such as that applied in Spain to renewable energies
used to produce electricity, is hampering their development.

In addition, a substantial increase in the production of biofuels and the need to ensure an uninterrupted
supply will mean the irruption of bio-energy into the agricultural sector, with implications for agricultural
policy and the future of rural areas. To date, the biofuels market in the EU has been closely bound to the
compulsory set-aside of land dictated by the Common Agricultural Policy (CAP), which only allows this
non-food production under contract and subject to tight control. This has given rise to major fluctuations
in biofuel production according to the changing percentage of compulsory set-aside, suggesting that in
future raw materials for energy use will have to come from the same land used for food production, and
will have to receive the same aid.

Another key factor for the development of biofuels and other substitute fuels will be their introduction
into the distribution network.

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?
Answer:
Buildings are the energy consumers with the longest life expectancy, and the way they are built will
determine their energy consumption and environmental emissions for many decades. Action in this area is
thus essential if we are to achieve ever higher levels of energy efficiency and use renewable energies to
supply them, especially the various solar applications (passive, thermal, photovoltaic) and biomass for
heating, where possible.

To this end,a combination of incentives (including tax incentives) and regulatory measures may be
most effective. The regulatory measures need to ensure (an acceptable) minimum compulsory
compliance, while the incentives need to encourage people to go beyond the minimum compliance.

It is essential that designers, builders and buyers be made aware of the environmental impact and
economic cost which the energy consumption of each building will generate for decades. At the same
time, economic discrimination in favour of highly efficient buildings will need to exert an increasing
influence on purchasing decisions and on building design.

Energy/environment rating of buildings is something which informs the consumer, encourages the trend
towards more efficient construction and allows economic instruments to be used to support or penalise
according to the degree of efficiency.
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12. Energy saving in the transport sector (32% of energy consumption) depends on redressing the growing
imbalance between road haulage 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?

Answer:
The growing globalisation and specialisation of markets, which is widening the distance between the
places where goods and services are produced and those where they are consumed, is, along with rising
living standards, generating major growth in goods and passenger traffic, the great majority of it
involving road haulage and private vehicles.

It is the transport sector which is currently exerting the greatest upward pressure on energy consumption
and CO2 emissions in most European countries. Given that the current trends in the sector are
unsustainable in terms of consumption of limited resources, increasing dependency, environmental
impact, land use and traffic saturation, and are leading to greater economic and social vulnerability,
remedial measures are required in the sector.

Energy saving in transport calls for joint action on two main fronts: forms of mobility need to be changed
and vehicle consumption reduced (in addition to the necessary and increasing substitution of biofuels and
other substitute fuels), with positive results in terms of energy dependency and environmental emissions.

It seems reasonable to combine economic discrimination against the different modes and means of
transport according to the damage they cause, with the creation of a framework which stimulates
technological development and the creation of infrastructure and services which allow a more rational
approach to transport.

As for cars, two aspects are of particular importance for energy saving:

- Informed/discriminating purchase of the car. The choice of one or other vehicle will determine the
purchaser’s consumption over the following ten years, and between similar vehicles there may be
differences in consumption of over 30%. Proper labelling2 of new vehicles according to their
efficiency category will make that choice easier.Tax discrimination, with extra charges or
concessions depending on the efficiency categorycan do much to boost sales of vehicles which
consume less, and can stimulate technological development.

- Constant improvement and adaptation of public transport, with higher quality, availability and
the possibility of using exclusive platforms.

At the same time, urban planning needs to incorporate rational energy use and transport policy criteria in
order to produce more urban, commercial and industrial areas less dependent on the use of the private car,
especially around cities.

2 Based on Directive 1999/94/EC relating to the availability of consumer information on fuel economy and
CO2 emissions in respect of the marketing of new passenger cars.
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