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The Union of the Electricity Industry–EURELECTRIC is the sector 
association representing the common interests of the electricity industry at pan-
European level, plus its affiliates and associates on several other continents.  
 
In line with its mission, EURELECTRIC seeks to contribute to the 
competitiveness of the electricity industry, to provide effective representation for 
the industry in public affairs, and to promote the role of electricity both in the 
advancement of society and in helping provide solutions to the challenges of 
sustainable development.  
 
EURELECTRIC’s formal opinions, policy positions and reports are formulated 
in Working Groups, composed of experts from the electricity industry, 
supervised by five Committees. This “structure of expertise” ensures that 
EURELECTRIC’s published documents are based on high-quality input with up-
to-date information.   
 

For further information on EURELECTRIC activities, visit our website, which 
provides general information on the association and on policy issues relevant to 
the electricity industry; latest news of our activities; EURELECTRIC positions 
and statements; a publications catalogue listing EURELECTRIC reports; and 
information on our events and conferences. 

 

 

 EURELECTRIC pursues in all its activities the 
application of the following sustainable 
development values: 
 
Economic Development 
Growth, added-value, efficiency 
 
Environmental Leadership 
Commitment, innovation, pro-activeness 
 
Social Responsibility 
Transparency, ethics, accountability 
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KEY EURELECTRIC MESSAGES 
 
 
Coherence of energy policy 
 
Balance of policy objectives: EURELECTRIC welcomes many elements of the Green Paper, 
in particular its support for a balance between energy policy objectives. 
 
Cost-effectiveness: EURELECTRIC is pleased to see the emphasis placed on open markets 
and cost-effective policy options. 
 
Clarity regarding policy conflicts: the Green Paper could usefully say more on how policy 
conflicts should be resolved; it is not always clear how the Commission’s support for a 
market approach fits in with the various targets proposed in the document. 
 
A long-term vision: Europe’s energy policy needs a long-term vision with stability and 
coherence of regulation; EU policy should focus on where it can add most value; if new 
energy institutions are to be set up at EU level, a clear case must be made to show that they 
will deliver improvements. 
 
Strategic Energy Review: the annual stocktaking of energy matters could be helpful in 
providing a clearer basis for national and company decision-making; however, the appropriate 
framework and purpose of this Review need to be clearly defined and it should not be used to 
impose a target fuel mix. 
 
External energy policy: EURELECTRIC supports the Commission’s intention to strive for a 
more coordinated approach to external policies, with energy issues properly integrated, and 
recognises that the EU institutions have a role in fostering good international relations and 
promoting favourable investment and market conditions. 
 
Security of supply 
 
Trust in the market: policy-makers must retain their reliance on the European Internal 
Market to deliver the very substantial investment required in the electricity sector. Interfering 
with the market would send the wrong signals to investors. It is imperative to maintain an 
investment-friendly business climate. 
 
A mix of options: primary energy and technology options should not be limited through 
political decisions. It is important to establish clear framework conditions, but also to avoid 
limiting countries’ and companies’ choices of technologies. The EU should therefore play a 
facilitating role, aiming to keep options open. 
 
Dependence on imported energy: as Europe is increasingly dependent on imported energy, 
actions should be pursued in 1) diversifying suppliers and supply/transit routes, 2) employing 
a diversified energy technology portfolio, which can reduce dependency on imports and 3) 
ensuring rational, efficient and cost-efficient energy conversion and use. 
 
Minimum level of low-carbon and secure energy: EURELECTRIC does not support 
prescription of the fuel mix and has some doubts about the use of a “benchmark” for import 
dependency, particularly if this is used to limit fuel choice. 
 
Electricity and Gas Supply Security Directives: EURELECTRIC believes that experience 
with the implementation of these new directives must be gathered before any consideration is 
given to amending them.  
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Competitive energy markets 
 
Progress to date: significant progress is being made towards a more liberalised EU electricity 
market, as shown by the development of network access rules, application of the unbundling 
rules, establishment of power exchanges in most countries and convergence of wholesale 
prices in some regions. 
 
Implementation of existing legislation: in addition to the progress so far, further efforts are 
needed and particular priority needs to be given to the full implementation of the 2003 energy 
liberalisation package. 
 
Market integration: EURELECTRIC has drawn up a Roadmap on how to move towards a 
pan-European wholesale electricity market and is actively pursuing its practical 
implementation. The Roadmap is based on the use of regional, liquid wholesale markets as 
the driver for further market integration. 
 
European regulation: EURELECTRIC believes that priority should be given to developing 
more efficient regulatory processes at European and regional level before deciding who could 
do this best (an improved ERGEG or a European regulator). 
 
European grid code: the Commission should make clear whether it is proposing to 
harmonise technical or commercial rules, and should indicate where it sees these rules as 
representing a barrier to trade. 
 
Interconnection development: interconnection should be built where economically justified; 
the EU and governments have a key task in shortening approval procedures. A truly pan-
European market will undoubtedly require additional infrastructure. 
 
 
Environmental issues 
 
Global solution: it is clear that global approaches are needed in order to tackle climate 
change while maintaining Europe’s competitiveness. It should be a priority of EU external 
relations policy to achieve an agreement with other major emitters of greenhouse gasses. 
 
All tools needed: EURELECTRIC believes that a wider range of tools is needed to tackle 
climate change than those indicated in the Green Paper; energy efficiency, new renewables 
and carbon capture all have a role to play, but nuclear power, hydro power and cleaner fossil 
technologies will also be needed if Europe is to meet its very challenging targets. 
 
Longer time horizons: Long-term visibility of policy must be improved: for example, the 
EU-Emissions Trading Scheme can be a driver for investment in lower-carbon electricity 
generation. However, due to the capital-intensive nature of the electricity business, longer 
time horizons are required, for example on the allocation of emissions allowances.  
 
All sectors to contribute: EURELECTRIC agrees that energy efficiency should be a priority 
and welcomes the intention to look for savings in all sectors including households, buildings 
and transport; full consideration should be given to the energy-saving potential of electro-
technologies. 
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0. General comments 
 
EURELECTRIC welcomes the Commission’s initiative to launch a broad debate on European 
energy policy with the Green Paper on “A European Strategy for Sustainable, Competitive 
and Secure Energy” (COM(2006)105). Given the increasing challenge of balancing the 
objectives of supply security, competitiveness and environmental sustainability, it is 
necessary for EU Member States to cooperate more closely on energy policy. 
 
EURELECTRIC finds some very positive elements in the Green Paper that are of particular 
interest for the European electricity industry: 
 
- the need for balance and coherence between the three pillars of energy policy 
- the recognition that properly functioning open and competitive energy markets are 

necessary for sustainable, competitive and secure energy supply 
- the emphasis on the need for a stable investment framework 
- the use of regulatory impact assessment to evaluate future energy legislation 
- the long-term view for developing renewable energy sources and promoting their 

competitiveness 
- the importance of R&D programmes which take a broad and long-term view 
- the more positive stance towards nuclear energy and solid fuels, which are no longer 

considered ‘undesirables’, as in the 2000 Green Paper 
 
In general, EURELECTRIC would like to see greater emphasis on longer-term issues and 
would wish to have more clarity on how policy conflicts will be resolved. EURELECTRIC 
has some concerns about the overall consistency of the Green Paper. Despite the advocacy of 
open and competitive markets, the document refers to a series of targets, benchmarks or plans, 
covering energy efficiency, renewables, interconnection, import dependency, etc. It is unclear 
how consistent such targets are with a liberalised market and if they do not turn out to be cost-
effective, the question arises whether they should still be pursued. 
 
In addition, the Green Paper proposes to establish a number of new institutions to deal with 
energy issues. Many new consultative committees and other bodies have been established at 
EU level in recent years. EURELECTRIC believes that a full assessment of effectiveness and 
added value must be carried out before any further institutions are created. 
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1. Energy for growth and jobs in Europe: completing the internal 
European electricity and gas markets 
 
Electricity markets have significantly progressed since the introduction of liberalisation 
but they remain in transition and additional steps still need to be taken towards an 
integrated pan-European market. In the EURELECTRIC Roadmap to a pan-European 
market and its recent paper on transparency, we have proposed proposing a way 
forward based on the development of liquid and transparent wholesale markets. This 
approach needs to be underpinned by proper implementation of the liberalisation 
package and by stronger cooperation between TSOs and between Regulators. 
 
Completing the internal market 

As stated by the IEA1, electricity market liberalisation has delivered considerable economic 
benefits, but liberalisation to introduce competition is not an event but a process, requiring 
long-term commitment. Electricity markets have progressed significantly since the 
introduction of liberalisation: they have delivered lower real term prices (18% for industrial 
customers, 11% for households) over the last ten years and considerable productivity 
increases thanks to major cost cutting and restructuring of companies. At the same time, high 
levels of public service and customer satisfaction have been maintained. Nevertheless, further 
major steps are still needed to achieve a truly integrated pan-European market in electricity 
and gas. EURELECTRIC very much welcomes the confidence placed by the Green Paper in 
the liberalisation process, as it is crucial that momentum be maintained and that market 
confidence be further strengthened. 
 
As a prerequisite to any further development, it is of paramount importance that the 2003 
liberalisation package be implemented effectively in all the Member States. Key areas for 
attention are the unbundling of networks in line with the Directives, non-discriminatory 
behaviour by TSOs in their daily operation, and the removal of regulated tariffs, which risk 
jeopardising the further integration of electricity markets. 
 
EURELECTRIC believes that the best way to obtain tangible results is the development of 
liquid and transparent wholesale markets and their integration at regional and eventually pan-
European level. Swift progress on market transparency will help this process. This vision is at 
the heart of EURELECTRIC’s approach to markets, as expressed in the Roadmap to a pan-
European market2 and our recent paper on transparency3. ERGEG’s regional market initiative, 
if properly resourced and managed, could well be a vehicle for making significant progress on 
these issues. In order to deliver prompt results, cooperation involving the main stakeholders 
should be an integral part of this process, 
 
In the gas market, it is necessary to improve synergies and to match the progress made in 
electricity. Key areas to be tackled are: 

- maximisation of network and storage capacities, which should be made available on a 
non-discriminatory basis 

- improving transparency on network availability 
- use of the negotiated model for access to storage to be restricted to cases where 

genuine competition exists 
- promotion of hub-to-hub trading in order to increase gas market liquidity 

 

                                                      
1  Lessons from Liberalised Electricity Markets, IEA 2005 
2  Integrating Electricity Markets through Wholesale Markets: EURELECTRIC Road Map to a Pan-

European Market, 2005 
3  Position Paper on market transparency (further to the request of the 12th Florence Forum), 2006 
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European energy regulator 

The experience obtained in the development of electricity markets over the past years shows 
that a more consistent and efficient regulatory process is needed at EU level in order to 
remove regulatory obstacles and pave the way for increasingly integrated markets. Such 
improvements in the process should in our view be driven by: 
 

- a clear delineation of issues and responsibilities 
- a well defined agenda underpinned by action-oriented procedures 
- a frank European mindset with clear priorities 
- a cooperative approach towards industry stakeholders in which their involvement 

should begin early and go beyond merely consultative practices that are not able to 
create sufficient consensus 

 
We believe that it is imperative to begin clarifying in the first place what is needed for a more 
efficient regulatory process at European level before deciding who could do this best (whether 
an improved ERGEG or a new European regulatory body). 
 
In EURELECTRIC’s view, such an approach should develop stepwise with the development 
of regional markets as the main step. Therefore, we believe that at this stage, the focus should 
be on the development of a coherent regulatory process at regional level that is capable of 
successfully driving regional integration as a primary objective. In our view the following 
issues should be covered under this regional remit:  
 

- investment relevant to the development/ reinforcement of a regional market 
- cross-border capacity allocation and congestion management 
- cross-border intra-day markets 
- technical issues relating to cross-border balancing and reserve markets 
- inter-TSO compensation mechanism 
- furthering technical cooperation of TSOs at regional level 
- transparency guidelines 

 
Furthermore, a coherent regional regulatory process should be accompanied by careful 
monitoring at European level so as to ensure that regional markets are developing in a 
consistent manner so as to allow later integration into a pan-European market. Additionally, 
national regulation should be adapted if it conflicts with cross-border requirements. 
 
Role of TSOs – essential for market development 

On top of their operational role of securing the operation of the network, TSOs have taken a 
number of actions in order to facilitate the market (notably with the establishment of the inter-
TSO compensation scheme), but we believe that their role as market integration facilitator 
should be further reinforced. Indeed, TSOs have a pivotal function in the development of 
electricity market and the interrelations between TSOs should be revisited from that 
perspective. 
 
Better coordination between TSOs 

In line with the approach set out in relation to the regulators, we believe that stronger 
coordination between TSOs should be achieved first in the regional sphere. Regional 
approaches can be instrumental in harmonising definitions, standards and procedures so as to 
ensure that on important issues, such as managing congestion and maintaining security of the 
grid, TSOs located on a regional market can be seen acting as one. 
 
The remit of these bodies should be the same as mentioned above on the regulatory aspects: 
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- investment relevant to the development / reinforcement of a regional market 
- cross-border capacity allocation and congestion management 
- cross-border balancing and reserve markets 
- cross-border intra-day markets 
- inter-TSO compensation mechanism 
- creation of a transparency platform 

 
European Grid Code and European Centre for Energy Networks 

EURELECTRIC would like to see clarification of what is meant by a European Grid Code. 
There would be some value in a common market access code, which would make it easier to 
trade electricity and gas across Europe. On the other hand, full harmonisation of the technical 
rules set out in national grid codes is probably unnecessary and there will inevitably be 
differences in the operating requirements, for instance, of the Irish and UCTE networks. 
There should therefore be clarity about the objectives of any code before it is developed. It is 
also unclear what the added value of a European Centre for Energy Networks would be. 
 
Priority interconnections 

EURELECTRIC supports any economically sound investment in transmission infrastructure 
which will alleviate cross-border or internal bottlenecks. There are undoubtedly some cross-
border transmission constraints, which are hindering market integration and targeted 
reinforcements of certain key strategic transmission lines in a cost-effective manner would 
help to integrate markets. Priority should also be given to ensuring optimum use of current 
interconnectors and pipelines. It is also important to promote regional network-planning. 
 
However, lengthy authorisation procedures are much more serious barriers to network 
development. The European Union and Member States can contribute to tackling this problem 
by shortening timescales and streamlining approval procedures, which in many countries 
make network investment extremely difficult or even impossible. The option of an 
entrepreneurial approach (merchant lines) should also remain open. EURELECTRIC 
emphasises that network planning and investment is primarily a matter for the sector actors, 
with the authorities playing a facilitating role. 
 
As regards a priority interconnection plan, it must be noted that priority lists have already 
been drawn-up, for example under the Trans European Networks (TENs) policies. It is 
important that such lists are kept up to date and are fully coherent with the new TENs 
guidelines. 
 
Investment in electricity generation 

The IEA estimated that to meet growing demand and to replace existing plants over 750 GW 
of new power generation capacity will be needed in the EU-25 in the period 2001 to 20304. 
This will require investment of up to €1000 billion. EURELECTRIC reiterates the belief that 
the Internal Market, if allowed to function properly, will deliver the necessary incentives for 
investment. If investments on this scale are to materialise, the regulatory and policy 
framework must be stable, predictable and consistent. 
 
EURELECTRIC welcomes the Commission’s approach in this matter, based on the principle 
of liberalised markets. To ensure stability, policymakers must therefore retain basic trust in 
the ability of the internal market to deliver the necessary incentives for ongoing investments 
in energy infrastructure. Interfering with the market would create uncertainty and send 
investors the wrong signal. Specific issues may arise in particular markets, e.g. ensuring the 
availability of adequate peaking capacity, but these can be dealt with through the market 

                                                      
4 World Energy Outlook 2004, IEA 
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framework set in the Electricity Market Directive and Security of Electricity Supply 
Directive. 
 
Industrial competitiveness 

EURELECTRIC fully agrees that Europe’s industrial competitiveness must be maintained 
and that energy policy should be based on consistent and least-cost options. EURELECTRIC 
very much welcomes the Commission’s commitment to full economic analysis and regulatory 
impact assessment of any future policy measures. 
 
The electricity industry also acknowledges the demand of large customers for longer-term 
contracts and partnerships, and is ready to discuss ways to diversify the range of supply 
contracts offered to large industrial customers. Most suppliers already offer flexible contracts 
with different time horizons and if wholesale markets are liquid enough, longer-term contracts 
will not foreclose markets to new entrants or distort price signals. Longer-term contracts 
should be based on market terms and conditions so as to avoid any distrust in the market and 
distortions of competition among both industrial customers and power generators. 
 
 
 
2. An internal energy market that guarantees security of supply: 
solidarity between Member States 
 
EURELECTRIC welcomes the Green Paper’s recognition that liberalised and 
competitive markets help to ensure security of supply. To that end, markets need a 
transparent and predictable framework. Improving transparency of oil and gas stock 
levels would be beneficial. EURELECTRIC sees no need to revise the new directives on 
security of electricity and gas supply before experience on their functioning has been 
gathered as this would not be conducive to a stable regulatory framework. 
 
Enhancing supply security in the internal market 

EURELECTRIC welcomes the statement that liberalised and competitive markets help 
security of supply by sending the right investment signals to industry participants, and that 
this market framework needs to be transparent and predictable. A well-interconnected internal 
market will improve opportunities for actors to source energy across borders, which will 
contribute to overall supply security and solidarity. 
 
European Energy Supply Observatory 

EURELECTRIC sees some potential benefit in creating a European Energy Supply 
Observatory, as far as it genuinely contributes to monitoring supply and demand patterns on 
EU energy markets, and to identifying at an early stage possible shortfalls in infrastructure 
and supply. However, care must be taken to avoid any duplication with existing initiatives, 
and ensure that real added value is delivered. It must be borne in mind that energy companies 
themselves undertake extensive market analysis looking far into the future and are likely to 
derive less benefit from an observatory than policymakers. It is therefore particularly 
important that information burdens be kept to a minimum. 
 
Physical security of infrastructure 

The Green Paper calls for a mechanism for rapid solidarity and possible assistance in case of 
damage to essential infrastructure in a country. EURELECTRIC recognises the key 
importance of ensuring security of critical infrastructure, in particular in the electricity sector, 
given the crucial role electricity plays in today’s society. While there is certainly no room for 
complacency, electricity companies have experience in dealing with natural hazards, and 
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power systems are designed and operated with these factors in mind. In addition, operators of 
the European interconnected system enjoy well-developed cooperation. In EURELECTRIC’s 
view, security of critical infrastructure is primarily a national matter and EU measures should 
therefore focus on the establishment of a common framework in relation to infrastructure 
serving several Member States. 
 
Emergency arrangements 

Member States have emergency mechanisms, which have worked well to date in solving 
internal supply crises. As most EU Member States participate in the IEA, an effective co-
ordination system already exists. In addition, responsibility towards stakeholders and 
customers leads companies to employ enhanced risk management strategies (storage capacity, 
interruptible supply, bilateral contracts in emergency cases, etc).  
 
Internal solidarity could be promoted through the existing emergency oil stocks and further 
development of and third-party access to gas storage facilities, enabling the supply of energy 
to neighbouring EU countries under pre-agreed conditions. Nevertheless, any such measures 
should not interfere with the workings of the market, the investment climate or the level 
playing field. EURELECTRIC does not see the need to set minimum storage levels or similar 
targets for gas. On the other hand, enhanced transparency for storage access and storage 
levels could make a useful contribution. 
 
In the electricity sector, a culture of mutual assistance exists, including fast provision of 
assistance (spare parts, equipment and workforce) in emergency situations. These 
arrangements have been effective recently for example in helping to manage the impact of 
severe storms in Northern Europe. 
 
Revision of directives on gas and electricity security of supply 

The Internal Electricity Market Directive (2003/54/EC) and the Security of Electricity Supply 
and Infrastructure Investment Directive (2005/89/EC) provide a comprehensive European 
legislative framework for ensuring supply security and investment. Fully implementing and 
gaining experience of the current framework should now be the priority. EURELECTRIC 
believes that it would be not only premature, but clearly unjustified to start reviewing the new 
Directives for electricity and gas supply security before experience of their operation has been 
gained. 
 
 
 
3. Tackling security and competitiveness of energy supply: towards a 
more sustainable, efficient and diverse energy mix 
 
EURELECTRIC emphasises that all primary energy and technology options must be 
kept open for investors if Europe is to meet its energy policy objectives. This must 
include equal access to energy sources such as nuclear energy, solid fossil fuels, gas, 
hydro and other renewables. The envisaged Strategic EU Energy Review, strictly as an 
informal tool, may provide a useful contribution to creating transparency at a European 
level. EURELECTRIC has some doubts about setting benchmarks in relation to low-
carbon and secure energy sources. 
 
A balanced and diverse energy mix 

To ensure security of electricity supply while reducing Europe’s oil dependency and taking 
account of key environmental goals, it is vital to keep all primary energy and technology 
options open. EU energy policy should therefore strive to play a facilitating role but not limit 
countries’ or companies’ choice of fuels or technologies. In electricity production, the overall 
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EU fuel mix is at present relatively well balanced5, and therefore European policy should be 
geared towards maintaining this situation and tackling other sectors such as transport where 
lack of diversity is a real issue.  
 
The Green Paper calls for balance between the various objectives such as competitiveness, 
security of supply and sustainability. The energy mix must be driven by a balance of these 
objectives. In this light, nuclear, coal, lignite, natural gas, hydro and other renewables all have 
their distinct role and contribution to make to the above objectives. 
 
In order to promote diversification of energy supplies, the EU must create a stable political 
framework for energy companies to do business with their fuel suppliers. This implies 
pursuing a wise geopolitical agenda, enhancing political cooperation with supply and transit 
countries, and adopting a more coordinated stance on energy issues. Priority energy projects 
should include supply routes to the EU. Permitting processes for internal infrastructure must 
be speeded up and simplified as far as possible. 
 
Strategic EU Energy Review 

EURELECTRIC in general welcomes the Commission’s aim to achieve longer-term strategic 
thinking via the instruments of the Supply Observatory and the Strategic Review. As an 
informal tool, the suggested Strategic EU Energy Review may prove to be a useful means of 
helping companies and Member States make more informed choices about their energy 
strategy. However, it is not clear what is intended by a “European framework for national 
decisions”, and whether such a framework can be compatible with a liberalised market 
framework and with national policies on fuel choice. In any case the Review should not be 
used as a means of restricting energy options. 
 
Overall strategic objectives 

The Green Paper points to the objective of ensuring that a minimum proportion of the overall 
EU energy mix originates from “secure and low-carbon” sources. Setting such broad 
objectives may be sensible, but it is very hard to see what mechanisms could be used to 
compel Member States and/or individual companies to meet specific targets. It is also difficult 
to reconcile such objectives with a market approach. Liberalised energy markets can only 
work effectively if investors have a free choice of fuels and technologies. It must be 
remembered that market players have an incentive to diversify fuels and fuel sources as a 
means of managing risk. 
 
The Green Paper makes reference to “secure and low-carbon” energy sources, without 
specifying the fuels and technologies that would be included. This concept combines two 
separate policy objectives and would inevitably be difficult to define. There is also a risk of 
overlap with other EU policies on emissions trading and renewables, which seek to promote 
lower-carbon energy production. EURELECTRIC stresses that a “secure and low-carbon” 
energy mix must include a full range of primary energies and technologies. 
 
 

                                                      
5  31% nuclear, 31% coal, 19% gas, 13% renewables, 6% oil and others (European Commission: 

Energy & Transport in Figures 2005) 
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4. An integrated approach to tackling climate change 
 
A full range of tools is needed to combat climate change. EURELECTRIC agrees that  
energy efficiency should be a priority, and welcomes the proposal to tackle the transport 
sector and buildings. Support for renewable energy should be organised in a cost-
effective manner, and more efforts should be made to move towards a harmonised 
framework across the EU-25. Nuclear power and other zero-carbon sources, such as 
hydropower, must remain part of the European energy mix. EURELECTRIC stresses 
the importance of cost-effective policies, such as the EU Emissions Trading Scheme, 
implemented in a global context. 
 
Global problems require global solutions. The European Union should make it a high priority 
to persuade other industrialised regions and also developing countries to play a full part in 
actions to combat climate change. This is imperative not only for the environment but also for 
competitiveness reasons. Climate change should therefore be at the heart of EU external 
relations policy. 
 
EURELECTRIC considers that a wide range of technologies is needed to combat climate 
change. In this sense, the three tools identified in the Green Paper (energy efficiency, 
renewables and carbon capture), while extremely important, are not in themselves sufficient 
to meet Europe’s climate goals. An integrated approach to climate change must be based on a 
long-term vision of a transition strategy to a low-carbon economy. This transition should take 
stock of: 
 
- the available options for a low-carbon world and the technologies that can fill the gap in 

the meantime 
- the expected availability of these options and the R&D needs to get there (‘technological 

pathway’) 
 
Europe needs a broad range of tools including efficient fossil-fuel-based generation, such as 
clean coal, and also nuclear energy. As stated in the Green Paper, priority should be given to 
cost-effective options. 
 
EU Emission Trading Scheme 

EURELECTRIC reiterates a firm belief in market-based mechanisms, such as the EU 
Emissions Trading Scheme, to foster cost-efficient investment in zero- and low-carbon 
technologies. A global approach to post-2012 climate policy is essential and emissions trading 
could be a major driver for such a global approach. However, the electricity sector cannot 
take on the task of carbon abatement alone and it is crucial that other industrial sectors play 
their part. Specific sectors, such as transport, should not be exempted from contributing to 
emissions-reduction goals. It is also critical that clarity be provided as soon as possible on the 
future climate change regime, to create the regulatory framework for companies to undertake 
the necessary investments in low-carbon technologies. Long-term visibility of policy is 
essential – five-year time horizons are simply inadequate for a highly capital-intensive 
industry such as electricity, which has long payback times. 
 
Regarding other market-based mechanisms, it is vital that companies have full and flexible 
access to the credits generated by the Kyoto mechanisms – Joint Implementation (JI) and 
Clean Development Mechanism (CDM). The setting of quantitative or qualitative “caps” on 
the use of such credits will undermine the potential cost-efficiencies of the emissions trading 
scheme and tend to reduce the number of possible projects put forward by electricity 
companies. 
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Energy efficiency: an increased role for electricity 

EURELECTRIC recognises the need to improve energy efficiency for environmental, 
security of supply and competitive reasons and we fully support continuous improvement 
towards this objective. The electricity industry has invested in highly-efficient power 
generation, transmission, distribution and end-use technologies and has consistently promoted 
the efficient use of energy to its customers. EURELECTRIC’s Energy Wisdom Programme6, 
part of the EU Commission’s “Sustainable Energy Europe” campaign, provides examples of 
projects undertaken by electricity companies which have resulted in savings of over 300 
million tonnes of CO2. 
 
Electricity, with its unique properties, should be seen as the form of energy to respond to the  
various energy policy goals and to drive greater efficiency in the EU. It is regrettable that the 
Green Paper does not consider the potential of electricity and electric technologies, e.g. in 
lighting, domestic and industrial applications, heat pumps and transport, to replace less 
efficient energies and technologies, thereby improving energy efficiency. 
 
In the case of transport, the IEA estimates that plug-in hybrid vehicles, using electricity from 
the grid, would have a higher overall well-to-wheel efficiency than internal combustion 
engine or fuel cell vehicles7. These technologies can bring a dramatic increase in energy 
efficiency while also reducing CO2-emissions and oil dependency in the transport sector. The 
Commission’s energy efficiency action plan should take account not only of the potential to 
save electricity but also the scope for replacing direct fossil fuel use with electro-
technologies. 
 
Stimulating an energy-saving culture in citizens is the key to improving the use of energy. It 
is fundamental to raise awareness and disseminate information to the public on energy 
efficiency measures and technologies. Efficiency targets for industrial equipment and 
residential appliances should also be established. 
 
In relation to energy-efficiency targets, those countries or sectors which have already made 
improvements and therefore reached a higher initial efficiency should not be ‘punished’ by 
uniform targets or objectives which may be very difficult to achieve. 
 
Renewable energy 

Renewable energy sources (RES) will play an increasingly important role in Europe’s energy 
mix and in combating climate change8. Being predominantly CO2-free and indigenous 
sources, they represent a significant potential for diversifying the energy mix and decreasing 
the EU’s dependence on energy imports. Renewables are a vital part of the total energy 
portfolio and the electricity industry represented in EURELECTRIC is a significant investor 
in RES-technology. 
 
The Green Paper presents renewables as the main tool on the supply side to combat climate 
change. While the contribution of renewables will be significant, one must bear in mind that 
they are in some cases an expensive way to cut CO2 emissions (up to €150/t of CO2 avoided9). 
 
As some RES technologies are not yet economically competitive, EURELECTRIC recognises 
the need to provide economic incentives for their further development, but stresses that such 
support schemes should be economically efficient and should provide for competition 

                                                      
6  Energy Wisdom Programme 2004-2005 final report, EURELECTRIC 2006 
7  Prospects for Hydrogen and Fuel Cells, IEA 2005 
8  Various estimates point to a share of renewable energy of about 20% by 2030 in Europe’s 

electricity production 
9  A Quantitative Assessment of Direct Support Schemes for Renewables, EURELECTRIC 2004 
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between renewable technologies and producers, rewarding the most efficient production. 
 
Furthermore, while it may be appropriate to have a separate “renewables market” in the 
beginning, it is vital that renewable energy eventually become part of the internal energy 
market. This is the only sustainable framework for developing renewables. Therefore, market-
based support systems should be prioritised, with adequate transitional periods to safeguard 
existing investment. In the long run, RES support should be harmonised in the internal 
market. 
 
EURELECTRIC would also like to see greater consistency between RES policies and 
environmental legislation, which, in certain cases, obstructs the development of renewables10. 
As an example, the Water Framework Directive is likely to result in a reduction in the 
production of electricity from hydroelectric resources, thus making it more difficult to reach 
the EU’s renewables targets. In addition, the Habitats Directive may constitute a significant 
obstacle to some RES developments, particularly in the wind sector. In contrast, it should be 
better recognised that the EU emissions trading scheme will by definition lead to renewable 
electricity becoming more competitive in relation to fossil fuels. This should reduce the need 
for direct support and ultimately make separate support schemes for renewables unnecessary. 
 
While targets for renewables can be helpful in sending a political signal, it is increasingly 
difficult to reconcile the concept of liberalised markets on the one hand and targets for 
specific energy technologies/sources on the other. In liberalised energy markets, the actors 
should be able to invest in those technologies and energy sources that are commercially 
viable. EURELECTRIC therefore questions whether further targets for renewable energy are 
needed. 
 
Role of nuclear power 

Europe needs a continuing contribution from nuclear energy. Half the EU Member States use 
nuclear power, which currently contributes to 31% of Europe’s electricity generation11. In a 
number of Member States the political debate is increasingly oriented towards future 
investments in nuclear power. In this light, the Commission should give greater prominence 
to the role of nuclear energy, both in reducing dependency on imported fossil fuels, and in 
tackling climate change now and in the future. 
 
Carbon capture and geological storage 

Carbon capture and storage (CCS) is a promising technology route which has finally begun to 
receive much-needed political backing. While the basic CCS technologies already exist and 
several concrete pilot projects are currently being undertaken by the electricity industry12, it is 
likely to take 15-20 years before CCS is sufficiently developed and deployed on a wider 
scale. In addition to bringing down the cost of carbon capture processes via increased R&D, 
demonstration and other financial incentives, several legal questions require answers in both 
the capture phase and the geological storage of CO2, e.g. the waste framework. Furthermore, 
it is vital that carbon capture and storage be fully recognised as a CO2-abatement technique 
under the emissions trading system. 
 
EURELECTRIC stresses the importance of developing higher-efficiency fossil fuel power 
generation in combating climate change, due to the important economies of scale that can be 
achieved. Furthermore, as carbon-capture processes introduce an energy penalty13 and 

                                                      
10  Consistency of EU legislation, EURELECTRIC 2005 
11  Source: European Commission: “EU Energy and Transport in Figures 2005”. 
12  Investment projects announced for example by Vattenfall, RWE, Eon-UK, Scottish & Southern and 

BP etc. 
13  Decrease of plant efficiency of up to 12-13 percentage points depending on technology employed. 
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increase the use of resources, it is imperative that CCS be coupled with efficiency 
improvements. 
 
Developing clean and efficient power plant technology and CCS will also offer European 
industry a global competitive advantage, as many of the technology providers are European. 
 
 
 
5. Encouraging innovation: a strategic European energy technology 
plan 
 
No single energy technology or fuel can provide the solution to Europe’s energy 
challenges and therefore EURELECTRIC favours a balanced approach to research and 
development covering a broad range of energy technologies. EURELECTRIC supports 
a strategic European energy technology plan. 
 
EURELECTRIC fully agrees that it is vital to develop and deploy new energy technologies to 
ensure security of supply, sustainability and competitiveness in the long run.  
 
Europe needs an ambitious, balanced and well-coordinated R&D policy, backed by sufficient 
funding and with the full participation of research centres, energy suppliers and energy 
consumers. Energy efficiency, renewable energy technologies, clean fossil fuels and nuclear 
power all have a role to play in the energy mix and therefore R&D efforts must be made right 
across the board. EURELECTRIC welcomes the broad involvement of technology platforms, 
stakeholders and decision-makers envisaged in the Green Paper. We would like to reaffirm 
our support and commitment to the Technology Platforms for “Zero-emission fossil fuel 
power plant” and “SmartGrids”, in which EURELECTRIC has been closely involved. 
 
It is important to stress that R&D support should aim to bring technologies to commercial 
maturity, while additional support schemes should help technologically mature technologies 
penetrate the market, where there is a need and justification. Overlaps between these two 
support routes should be minimised. 
 
It must be recognised that Europe needs not only new technologies but also further 
development of existing technologies that are able to deliver also in the short to medium term. 
For instance, large CO2 savings can be achieved by improving the efficiencies of conventional 
fossil-fuel fired power plants14 and therefore the development of cleaner fossil-fired plants 
should be a priority. Export of clean coal, nuclear, hydro and wind technology is more likely 
to create worldwide commercial opportunities than some of the more speculative 
technologies. 
 
EURELECTRIC would question the statement in the Green Paper about high entry barriers 
for new technologies. As examples of positive development of new technologies, wind 
generation and CCGT capacity has been widely developed in recent years. 
 
The proposed strategic energy technology plan, provided it contributes to better coordination 
and greater consistency in European research, is most welcome. 
 

                                                      
14  Up to 250 million tons of CO2 a year, assuming replacement of all coal and lignite plants with state-

of-the-art technology. 
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6. Towards a coherent external energy policy 
 
The goal of Europe’s external energy policies must be to ensure a secure and affordable 
supply of primary energy for Europe. EURELECTRIC fully supports the Commission’s 
intention to strive for a more coordinated approach to external policies, with energy 
issues properly integrated. This will also prove vital when a global effort is sought for 
combating climate change. EURELECTRIC welcomes moves to build a new enhanced 
energy partnership with Russia and other major energy-producing countries. 
 
Diversifying energy supplies 

EURELECTRIC believes that European policy should contribute to the diversification of 
external energy sources and supply routes as the key vehicle to ensure secure energy supplies 
to Europe. The EU institutions have a role alongside national governments in fostering good 
relations with energy-producing and consuming countries and promoting favourable 
investment and market conditions. This should facilitate EU companies’ access to external 
energy sources. 
 
Integrating energy into external policies and speaking with a common voice 

EURELECTRIC supports the Commission’s aim of making energy an integral part of EU 
external policy. Security of supply is today a key policy issue for Europe, as demand for 
energy steadily increases while Europe’s own energy resources diminish. Europe has to 
compete for energy resources with other energy consuming regions in the world, such as the 
US, China and India. 
 
Climate change should also be a key element in external relations policy, with focus on 
knowledge transfer, organisational schemes, technology and financial resources. In particular, 
it is crucial that agreement be reached with other major emitters of greenhouse gases at a 
global level, to avoid excessive burdens being imposed on European industry. Without this, 
Europe’s competitiveness is likely to be seriously damaged. 
 
A common European energy voice on energy issues would be beneficial, but equally the EU 
must be realistic about its scope to influence events and must add value to the efforts of 
individual Member States. A more coordinated approach should be developed in a pragmatic 
way, building on previous results, starting by identification of concrete and clearly defined 
areas in which Community action can be better suited to achieving results. 
 
Energy partnerships 

EURELECTRIC is in favour of deepening the dialogue between the EU and all major energy 
producing regions, including Russia and the OPEC countries. EURELECTRIC also supports 
the Commission’s emphasis on closer links with the Caspian and Mediterranean countries. In 
order for these discussions to be successful, EURELECTRIC believes that it would be 
beneficial to analyse and draw the lessons from the current EU-Russia dialogue. 
 
Partnerships, which can provide mutual benefits for both parties, should be one of the key 
instruments in the energy dialogue. Partnerships should be developed with neighbours, 
producers and transit countries. Greater interdependence and mutual investment should help 
to encourage more collaborative relations between energy producers and consumers, thus 
reducing risks to supply security. Europe should aim to promote open and stable energy 
markets based on stable regulatory frameworks which will promote investment. 
 
EURELECTRIC welcomes moves to build a close energy partnership with Russia, including 
a legally binding agreement for electricity trade based on reciprocal access to energy markets. 
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This should include mutual respect for investment-protection, the rule of law and 
transparency requirements. Reciprocity should apply not only in relation to market rules but 
also to environmental and nuclear safety standards. 
 
Given the likelihood of increasing trade in the future, EURELECTRIC and the Electric Power 
Council of the CIS Countries have jointly agreed on road maps to align the market and 
environmental regulatory frameworks of both parties. EURELECTRIC suggests that these 
road maps be used as a basis for further actions by the authorities. 
 
Pan-European energy community 

EURELECTRIC supports the idea of a pan-European Energy Community treaty provided that 
it contributes to greater integration of the internal market and helps to extend the ‘common 
regulatory space’ to the EU’s energy partners. 
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