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Position Paper on the response to the Green Paper: a European 
Strategy for Sustainable, Competitive and Secure Energy 
 
The American Chamber of Commerce to the European Union (AmCham EU) is the 
voice of companies of American parentage committed to Europe towards the 
institutions and governments of the European Union. All AmCham EU’s member 
companies have a keen interest in EU energy policy, as it is the lifeblood of Europe’s 
economic activity. Given its strategic importance, future energy supply is a key 
preoccupation for the EU’s political leadership and we applaud the Commission’s 
commitment to formulate policy options that will contribute to the sustainable and 
competitively-priced energy supply needed to meet Europe’s demand in the coming 
decades.  
 
We welcome the opportunity to express our views on the policy orientations outlined in 
the Green Paper during this Green Paper consultation process. Our comments below 
respond to the six priority areas addressed by the Commission. We are committed to 
participating in the energy policy debate as the Strategic Energy Review takes shape.  
 

1. Competitiveness and Internal Market 
 
AmCham EU member companies are strong supporters of the new energy strategy for 
Europe articulated in the Green Paper. It particularly welcomes the objectives of 
completing the internal energy market and ensuring secure and competitive energy 
supplies. In this respect, it is absolutely essential that the Commission recognize the 
importance of the internal energy market for promoting the competitiveness of EU 
industry, thereby contributing to growth and jobs. Securing energy supply at 
competitive prices is therefore crucial.  
 
Gas Market 
a) Support for a single gas market 
AmCham EU fully supports the completion of a truly competitive single European gas 
market with efficient pricing, conducive to the security of supply and competitiveness. 
Gas prices are expected to remain cyclical as are the prices of other energy 
commodities. Furthermore, gas sold in Europe will continue to be linked to the price of 
other energy carriers in the global market and will increasingly reflect prices of gas in 
other regions of the world.   
 
The EU gas market continues to expand and demand for gas is projected to grow. This 
will require a multiplication of gas transport routes, and subsequently lead to further 
integration of European gas networks. While important, indigenous European resources 
will require further development and expansion into more geographically and 
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technologically challenging frontier areas. All of this will require considerable 
investment.  
 
AmCham EU agrees with the Commission’s view that investments, both for electricity 
and gas, require properly functioning markets, access to finance and a stable regulatory 
and fiscal environment. 
 
b) Competitive, single market requires full implementation of existing legislation 
While recognising that differences in implementation of the Gas Directive exist at 
Member State level, AmCham EU believes that existing legislation should be given the 
time necessary to achieve its intended results, i.e. closing the gap between the “letter” 
and the “spirit” of legislation. In general, legislative changes should only be developed 
after regulatory and market failures have been identified and that there is a solid 
understanding of the consequences new legislation might bring. 
 
AmCham EU believes that full implementation and application of the Gas Directive 
will foster market opening. To this effect, we support a two-step approach in which the 
Commission first reviews the powers and independence of national regulators and, in a 
second phase, examines improved cooperation among national regulators. 
 
AmCham EU is of the opinion that changing conditions within and outside the EU 
require continuous political attention. Such attention should not jeopardize confidence 
in regulatory stability or predictability, allowing for long-term planning of 
infrastructure and supplies.  
 
Fundamentally, substantial capital commitments and long-term investments in the gas 
industry require long-term contracts to secure production investments, reserve 
corresponding transportation capacities and address the requirements of financial 
institutions. Financial institutions predict that long-term contracts will continue to be 
necessary in the future to secure the financing for a number of gas development, 
storage and pipeline projects. Taking Europe's increasing import dependence into 
account, AmCham EU believes that a major part of gas supplies for Europe will 
continue to be based on long-term contracts. 
 
Apart from supporting security of supply, the option to enter into long-term contracts 
provides additional choice to buyers. In an effective market, buyers should have a range 
of supply options, be they long-term, short-term or spot purchases. By entering into a 
mix of commercial arrangements, buyers are able to set their own level of supply 
security.  
 
Over the years, the gas industry has successfully contributed to growth and jobs in 
Europe. Its contribution to industrial competitiveness should continue as long as a well 
designed, stable and predictable regulatory framework is in place, allowing for both 
short and long-term contractual arrangements in which parties are free to negotiate the 
terms that best suit their economic needs. In contrast, overregulation imposing 



 September 20th 2006  
 Energy Security of Supply
 

   3

 

constraints on commercial activity will have a detrimental effect on competitive pricing 
and, consequently, security of supply.  
 
Electricity Market 
a) The electricity market is not functioning 
As correctly identified by DG Competition's Energy Inquiry, there are currently no 
electricity markets functioning optimally in the EU. Indeed, in recent years, electricity 
prices have risen significantly, above pre-liberalization levels, and continue to increase. 
In Continental Europe, oil and gas costs are only minor sources for power and can be 
no justification for steep price increases. The main reason for the increases is that 
power markets within the Member States are highly concentrated, volatile, short-term 
and illiquid, and therefore prices are being imposed in a distorted manner. Generators 
link their prices to the cost of operating the marginal (highest cost) generators require 
to meet electricity demand in the system. 
 
A further major cause for the current increase in power prices is the price of CO2 
certificates, as generators are using their dominant position in the power market to take 
advantage of the Emission Trading System (ETS). For example, the pass through of 
CO2 allowance prices in the power price in Germany is 60-80%, leading to huge 
distributional impacts and no environmental benefits. The EU should insist that ETS be 
modified to solve this excessive pass through and deliver its required environmental 
goals. 
 
In this non-functioning electricity market it is no longer possible for customers to 
engage in true negotiations, nor to conclude long-term contracts as in other regions in 
the world. As a consequence, the international competitive position of many European 
electro-intensive industries has deteriorated sharply. 
 
b) Solutions are urgently needed 
In electro-intensive industries investment horizons are long, and therefore long-term 
power price security is a key requirement for viable operations. However, many 
industrial sectors cannot wait for new market regulations to take effect. Many long-
term contracts are coming to an end and, if no action is taken, can only be replaced by 
current short-term contracts and prices. Because of the uncertainty in the current 
electricity market, the EU has become a high-risk area for new industrial investments in 
electro-intensive industries, while existing ones have begun to shut down production, 
increasing the EU’s ongoing trend of de-industrialisation. 
 
A few Member States, recently encouraged by the Commission’s High–Level Group, 
have recognized that the energy market failure puts electro-intensive industrial 
consumers in Europe at risk and have started introducing specific market arrangements 
that provide the long-term security of power at a price that electro-intensive industrial 
consumers can afford to pay. France, for example, has developed a framework for 
investment by power-intensive industry in nuclear generation capacity and is inviting 
competitive tenders to apply for the operation of the plant. Finland has already 
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embarked on the suitable solution offering affordable prices to electro-intensive 
industries.  
 
We would ask that the actions resulting from the Green Paper support such innovative 
market based initiatives to meet the diverse needs of power-intensive industrial 
consumers. 
 
c) A more consistent regulatory framework is required 
The Green Paper emphasizes that industrial competitiveness requires a well-designed, 
stable and predictable regulatory framework, respectful of market mechanisms. This is 
still far from a reality in the EU, yet crucial for a stable long-term investment climate. 
For this to happen a number of measures have to be taken urgently at EU level: 
 

• the DG Competition Energy Inquiry should correct anti-competitive behaviour, 
where identified, and should continue to closely monitor trade practices. The 
swift and forceful removal of all barriers to free competition in the power 
market should be a priority of the Green Paper’s outcome; 

 
• the implementation of the current Directives alone will not be sufficient to solve 

the current electricity market’s problems. The European Commission should 
look at the dynamics of the current energy market and propose measures, 
including crucial recommendations to enable this market to work more 
efficiently, e.g. unbundling ownership of grid-operators from integrated power 
companies and 

 
• more inter-connectors and infrastructure are needed, as well as better 

management of flows and connectors, and more interconnection outside the EU. 
More importantly, the effective separation between power generation and grid 
management, and between traders and producers are essential to start creating 
market competition in the energy sector, and allow newcomers to access this 
market. These elements should be the basis of the Commission’s approach. In 
this respect, it is also important for existing production capacity to be freed, and 
more investments to be made. Lastly, strong independent regulators will have to 
use their authority to guarantee well- functioning markets and provide large 
industrial consumers with the possibility to choose their supplier in the future; 

 
The above should generate an interaction of supply and demand fundamentals, as in 
established functioning commodity markets.  

 
2. Security of supply and solidarity between Member States 

 
Solidarity between Member States of the EU to manage a supply disruption, should it 
occur, and closer coordination between the EU-25 and the European Commission to 
avert any such disruption are listed amongst the key areas where action is most needed 
to meet the challenges identified in the Green Paper. AmCham EU applauds the 
Commission’s concern to ensure that Europe’s economic activity and consumers are 
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sheltered from the adverse consequences of a potential interruption in energy supply. In 
order to address this concern, it is our understanding that the Commission proposes to 
review existing Community legislation on oil and gas stocks to adapt it to today’s 
challenges. In addition, the Commission intends to observe the market more closely, in 
terms of the supply-demand balance, in order to identify potential shortfalls in supply 
and infrastructure at an early stage.   
 
AmCham EU would like to offer the following comments with regards to oil and gas 
stocks, based on our understanding of the Commission’s intentions in this area. We 
commend the Commission on its stated intention to secure the full backing of national 
governments for the measures it envisions on stock management and emergency 
response mechanisms. Experience from previous proposals in this area has 
demonstrated that, to avoid failure, EU-driven initiatives must be aligned with the 
Member States’ vision of where added value can be achieved through central 
coordination of strategic measures and which aspects are better defined within national 
competence.  
 
We understand the Commission’s increased concern over the vulnerability of gas 
supply from the EU’s key supplier in the wake of 2005 events, as a result of which 
some European countries saw their physical supply disrupted, albeit briefly, on account 
of a bilateral dispute, entirely beyond their control. The short-lived supply disruption 
has, among other factors, prompted the Commission to envision incremental storage for 
natural gas to protect the EU against the effects of a similar situation, were it to 
reoccur. It is our view that the Commission should build on Directive 2004/67, as a 
good basis for safeguarding natural gas supply, and monitor correct implementation of 
its provisions by all Member States. Proper enforcement of the legislation, coupled 
with an extension of current LNG infrastructure, should alleviate the need for 
additional strategic storage. Consideration of a European strategic gas reserve, 
representing one or two months of consumption as has been suggested, should be 
thoroughly assessed, and the economics of this proposal should be weighed against the 
likelihood of having to resort to such reserves. The Commission’s Green Paper 
correctly observes that a well-functioning and competitive internal energy market is an 
effective contributor to security of energy supply. We believe that the constitution of 
strategic gas stocks may be in opposition to the goal of creating a competitive internal 
market. 
 
As regards oil stocks and emergency response, the Green Paper calls for a review of 
Community legislation in light of new global energy market challenges and advocates 
greater transparency. AmCham EU strongly supports the Commission’s commitment to 
align any action towards a more coordinated Community response to potential supply 
disruptions with the International Energy Agency’s (IEA) global mechanism. The 
recognition that the IEA system has a proven track record of fulfilling its role 
effectively is also welcomed. We have taken note of the Commission’s opinion that 
more frequency and clarity in Community oil stocks reporting would support the aim of 
a more closely coordinated Community action in the area of supply disruptions. Whilst 
we question the benefits of more frequent data publication - and in fact have concerns 
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about potential adverse consequences for market stability - we agree that the 
Commission would benefit from having a solid database of information regarding 
supply-demand trends, hydrocarbon reserves, production patterns, existing 
infrastructure and planned investments. The Energy Market Observatory (EMOS) 
could therefore potentially be a useful tool for the Commission to observe short and 
long-term developments – to the extent that this does not impede market dynamics, or 
add burdensome requirements on market participants.  
 

3. Efficiency and Diversity of the Energy Mix 
 
AmCham EU welcomes the EU level initiatives towards a more sustainable, efficient 
and diverse energy mix. We believe that a strategic EU Energy Review should analyse 
all the advantages and drawbacks of different sources of energy, including nuclear, as it 
would be helpful for the Member States. The Review should indeed focus on the knock 
on effects essentially national decisions have on the EU as a whole, as Europe is 
suffering from a very fragmented energy market.  
 
An overall strategic objective on energy mix, which would originate from secure and 
low carbon energy sources, should not be drawn up at the detriment of a policy based 
on market economics. Ultimately, the best guarantee of supply security is establishing 
an effective market framework providing open competition, market pricing and 
adequate investment incentives for attracting diverse supplies. 
 
Essential to this energy market framework is a stable and predictable fiscal, regulatory 
and legal system. This is true for the conventional sources of energy, which today 
represent the lion’s share of the energy mix, as well as for all alternative sources of 
energy. Given the enormous investments involved, potential investors need to be 
confident in the sanctity of their contracts, the recognition of intellectual property rights 
and support for the rule of law. 
 
The future energy policy must recognise the importance of oil and gas, as they will 
remain the primary energy sources for at least the next two decades, providing 
approximately 60% of Europe’s energy requirements by 2030. It will be key to use oil 
and gas efficiently, thereby extending the life of these energy resources, while also 
reducing costs.  
 
The EU must also provide the correct framework in which alternative supply sources, 
both in terms of fuel type and geography, are able to compete on a level playing field. 
Governments have a vital role to play in providing access to acreage, opening markets, 
reducing barriers to trade.   
  
AmCham EU agrees that it is vital to stimulate research and development to create 
innovative, affordable, lower GHG technologies applicable for deployment on a broad 
scale. In this regard, it is important to encourage more rapid penetration of existing 
efficient technologies, as well as stimulating research on longer term solutions, thereby 
avoiding picking winners and losers prematurely.  
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Finally, the European Commission can and should show a strong leadership role 
through the deployment of programmes within the frame of the Framework Programme 
7 (FP7) 2007-2013.   
 

4. Sustainable Development and Tackling Climate Change 
 

AmCham EU agrees with the European Commission on the importance of adopting 
effective policies to tackle climate change, thus reducing the impact economic growth 
may have on the environment. We completely support, in particular, the intention stated 
in the Green Paper to work towards the widest possible international action.  
 
We firmly believe that in order for climate change policies to be successful, they need 
to involve all global players. As climate change is a global issue, regional policies can 
only have a very limited impact. Efforts should be intensified to ensure that greater 
cooperation is achieved with all of the most important greenhouse gas emitters.  
 
Energy efficiency 
AmCham EU fully supports the efforts undertaken by the European Commission to 
promote energy efficiency. We strongly believe that energy efficiency has a key role to 
play in reducing energy costs for all users, while at the same time bringing benefits to 
the environment.  
 
All our members are energy users, and some also provide energy efficient technologies 
in a wide range of applications (from motor vehicles to buildings, from lighting to 
aircraft). We therefore have high expectations for the upcoming Energy Efficiency 
Action Plan. In particular, we believe that the following issues should be dealt with as a 
priority:  

a) financing mechanisms. In most cases, there are already existing energy efficient 
technologies for various applications that could greatly reduce energy 
consumption while maintaining the same level of comfort for the final user. These 
technologies often cost a little bit more than “traditional” technologies, although 
the savings they generate over their life greatly compensate the extra cost paid 
upfront. AmCham EU believes that a proper strategy should provide appropriate 
financial instruments to encourage consumers to buy the energy efficient 
technologies which are already available; 

b) information campaigns. We support the Commission’s strategy of providing 
better information to all EU citizens on the performance of various energy using 
products. The role of the final user is key to reducing energy consumption: how a 
product is used is often more important than the energy specifications it meets 
and  

c) international dimension. We support the Commission intention to negotiate an 
international agreement on energy efficiency. We strongly believe that, as the 
need to reduce energy consumption is global, the answer needs to be global. Also, 
it is important that if product related standards are adopted, these do not result in 
de facto barriers to non-EU products.  
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Renewable energy sources 
AmCham EU endorses the European Commission’s plan to propose a Renewable 
Energy Road Map, including targets to be reached beyond 2010. We believe that 
renewable energy sources (RES) have a key role to play in the energy mix of the future. 
However, it is important to recognize that oil, gas and coal will remain the primary 
sources of energy for many years to come. It is therefore key to strike the right balance 
between long term policies (aimed at promoting RES), and policies that can deliver 
results in the short and medium term.  
 
We believe that one of the European Commission’s most important tasks is to promote 
a coordinated approach among EU Member States in promoting RES, to ensure that 
there is a stable legislative framework applied in all countries, to guarantee an adequate 
level of support for those RES that are still highly dependent on financial aid. 
 
Carbon capture and geological storage 
We fully agree with the European Commission on the important role that carbon 
capture and geological storage can play in dramatically reducing emissions. This 
technology is becoming even more interesting now that we are facing an increased use 
of coal.  
 
We believe that it is crucial for the EU to invest the appropriate R&D funds in ensuring 
that this technology becomes viable within a short period of time. However, we stress 
the importance of cooperating with other international partners to make sure that this 
effort is jointly undertaken, without unnecessary and costly duplications of work. In 
particular, we suggest that the European Commission include carbon capture and 
storage in its lists of items for EU-US cooperation.  

 
5. Energy Technology and Innovation 

 
AmCham EU completely agrees with the Commission’s philosophy that the 
development of new energy technologies is critical to delivering security of Europe’s 
energy supply. R&D has a key role to play in this field, and we are glad to see that the 
European Commission is proposing a sensible increase in the budget of FP7.  
 
We support the Commission’s idea of a strategic energy technology plan, spanning 
across all energy intensive areas, from housing to transport. We enthusiastically support 
Commission actions to better coordinate the efforts undertaken at EU level with those 
undertaken at national levels, which sometimes are contrary or result in a duplication of 
efforts. Given the limited resources available for R&D, this is unacceptable.  
 
We would stress though, that the same duplication should be avoided also at the 
international level, especially for fields of energy research that are still at a pre-
competitive phase. We believe that by fostering cooperation in the field of energy R&D 
between the EU and the US, results could be achieved more quickly, and to ensure that 
important technologies are brought to the market at reasonable costs within the shortest 
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delay. This could be true in particular for carbon capture and storage technologies, for 
instance.  
 
Also, in order to allow a greater role for private financing, the rules for EU R&D 
should be streamlined and simplified, to attract more interest from the private sector. 
 

6. A Coherent External Energy Policy 
 
Given Europe’s growing dependency on imported energy and the rapidly escalating 
global demand - in particular from the emerging economies - the importance of the 
external dimension of energy policy cannot be overstated. Europe faces strong 
competition from major consuming countries in other regions of the world and must 
nurture its relationships with its key suppliers. It should also engage in active energy 
diplomacy towards potential new energy partners, particularly looking to the 
diversification potential offered by LNG. AmCham EU therefore welcomes the joint 
paper adopted by the Commission and the Council’s High Representative and the 
extensive discussion during the June 2006 European Council on the external element of 
Europe’s energy policy. It is vital that Europe has a meaningful voice on the 
international scene in energy matters. A prerequisite for this would be for the EU to 
demonstrate leadership in its well-functioning and open domestic energy markets. 
Persisting obstacles to market liberalization and recent trends towards “economic 
protectionism” in some Member States will be detrimental to this effort.  
  
The Commission’s Green Paper recognizes that hydrocarbons will continue to 
represent a large share of the European energy mix in the years ahead. AmCham EU 
therefore agrees with the Commission that a coherent external energy policy constitutes 
an important factor in facilitating Europe’s access to global hydrocarbon resources. A 
key element in developing partnerships with producer and transit countries is that both 
sides offer security and predictability, as well as reciprocal access to each other’s 
markets and infrastructure. As globalization continues to dissolve borders, the global 
energy picture is increasingly characterised by interdependence. Policy objectives and 
actions must be aligned with this new reality. 
 
We note with interest the Green Paper’s proposal to develop partnerships with major 
consumer countries, for example in the area of energy efficiency. Following this, the 
Commission recently announced the launch of a new series of negotiations around 
common use, on both sides of the Atlantic, of the “Energy Star” label, certifying the 
design and energy performance of office equipment. In its response to the Green Paper 
on Energy Efficiency, AmCham EU underscored the benefits of international 
cooperation in this area and outreach to other major energy consuming third countries 
is to be encouraged. 
 

* * * 
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The American Chamber of Commerce to the European Union (AmCham EU) is the voice of 
companies of American parentage committed to Europe towards the institutions and 
governments of the European Union. It aims to ensure a growth oriented business and 
investment climate in Europe. AmCham EU facilitates the resolution of EU – US issues that 
impact business and plays a role in creating better understanding of EU and US positions on 
business matters. Total US investment in Europe amounts to $964 billion, and currently 
supports over 3.6 million jobs. 
 
 

* * * 
 


