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EUROPIA welcomes the Commission initiative on EU strategy for energy 
 
The member companies of the European Petroleum Industry Association (EUROPIA) welcome 
the opportunity to provide comments to the EU Commission on the Green Paper entitled "A 
European Strategy for sustainable, competitive and secure energy" - COM(2006) 105 - adopted 
on March 8, 2006. The oil industry is pleased with the Commission's initiative to resume a long-
standing consultation process that also builds on the Berlin Fossil Fuels Forum process to which 
the industry is actively contributing. 
 
The oil industry is particularly pleased to join the debate on the European Commission's strategic 
objective to meet Europe's need for secure long-term, competitively-priced energy while 
minimizing environmental impacts.   
 
 
1- Energy for growth and jobs in Europe. 
 
 
a- Advocating a free market approach. 
 
EUROPIA agrees with the Commission's observation that sustainable, competitive and secure 
energy will only be achieved with open and competitive energy markets. EUROPIA believes that 
an open, competitive market for energy, operating on a level playing field within a transparent and 
stable fiscal and regulatory framework, will best meet this challenge.  In addition, open markets 
will attract and retain the necessary long-term capital investment required to meet future energy 
needs.   
 
EUROPIA also agrees with the Commission's assessment of energy supply/demand trends 
globally and for Europe, and of the substantial investment that will be required to satisfy growing 
demand. With regard to oil and gas, massive investment plans are being implemented and are 
set to continue into the foreseeable future both globally and in Europe. Nevertheless, Europe will 
continue to be dependent on oil and gas imports, and the import quantities required are expected 
to grow.  Global oil and gas markets are well developed and have extensively proved their ability 
to generate the required interregional flows of both crude oil and finished products in response to 
varying regional supply/demand balances. 
 
 
b- EUROPIA supports cost-effective initiatives and economic analysis. 
 
Competitively priced energy will make a major contribution to the competitiveness of EU industry 
in general. EUROPIA strongly supports the Commission's view that the competitiveness of 
European industry requires a well-designed, stable and predictable regulatory framework, 
respectful of market mechanisms, and that it requires policy-making on the basis of thorough 
economic analysis of policy options, and decisions based on cost-effectiveness. These 
considerations are of particular importance in the energy industry, considering the size and the 
time scales of the investments required. 
 
 
 
 
 
 
 

   



   

 
 
2- An Internal Energy Market that guarantees security of supply: solidarity between 
Member States. 
 
 
a- Oil stocks: further community legislation or better national implementation?  
 
The Oil industry has no significant concerns about the existing double legislation (EU and IEA) on 
oil security stocks as it has contributed maintaining continuity of supply for the past 30 years. 
 
It is important that equal treatment of Compulsory Stock Obligations (CSO) for refiners and non-
refiners is applied. All oil market operators selling products in the Member States should be 
assigned obligations in the same proportion to their sales, irrespective of the nature of the 
company and its business activity. This feature will best protect the interests of end-users in case 
of a crisis, ensuring at the same time a level playing field for all actors.  

 
In order to maintain controllable, effective and quickly deployable oil security stocks in EU-25, no 
further complexity should be added to the current legal requirements to maintain a “Minimum 
Stocks Level”. Therefore:- 
- no distinction should be made between categories of stocks (minimum 

operational/commercial/strategic) which qualify to cover oil CSO; 
- commingled storage should be allowed for all stocks– irrespective of their ownership;  
- blending stocks, intermediates, crude oil as well as finished products - all contributing to 

supply continuity - should qualify for CSO coverage of all operators; 
- use of CSO “tickets” – a quasi-commodity benefiting above all the consumer - should be 

maintained and secured. Authorities should establish appropriate control mechanisms. 
 

Member State governments, being responsible for ensuring the security of supply for their country 
, should retain the right to decide on:- 
- the establishment of an appropriate stock keeping system and structure of management to 

achieve the  harmonized level of coverage. 
- the geographical location of their security stocks both within and outside the country, 

adopting a country-specific approach while balancing between cost effectiveness and rapid 
stock utilization; 

- swift and cost-effective controls of operators’ compliance with CSO, since security of supply 
relies on credibility of the overall stockholding mechanisms; 

- the publication of Member States’ oil security stock data by category, while protecting 
commercially-sensitive information. No detail by operator should be made public. 

 
 
b- EUROPIA suggests a pragmatic and cautious approach to information needs on 
security of supply. 
 
EUROPIA understands the Commission’s desire to have up-to-date information on EU energy 
markets for the benefit of society at large. Industry itself has no such needs to run its business, 
market information being an essential part of competition. 
 
However our industry is ready to support new initiatives to increase transparency in the energy 
market, although it should be noted that there is no other commodity at the present time that has 
the same level of transparency as oil Oil trade represents, in value, roughly 10% of the entire 
world trade and a large amount of information on oil and gas markets is already available.  
 
EUROPIA believes that if the desired objective is to contribute to reduced market volatility, then 
accuracy of reported industry data must take priority over speed and frequency of availability. If 
reported data lacks integrity and credibility there could be the risk that its availability would 
contribute to rather than reduce volatility. 
 
         
 
 
 



   

 
c- Focus on real terrorist threat and utmost confidentiality are key drivers for improved 
physical security. 
 
The oil industry – along with other energy sectors - has examined with interest the Commission 
initiatives in relation to the physical security of energy installations. In order for proposals to be 
effective, a thorough gap analysis of current EU and national regulatory systems will be required. 

 
The European Program for Critical Infrastructure Protection (EPCIP) should only address 
terrorism. It should avoid an ‘all hazards’ approach requiring a different focus, set of measures 
and crisis management approach. EU legislation already exists for man-made and natural 
disasters. Overlap, as well as duplication, of efforts must be avoided.  
 
Confidentiality of information must be guaranteed by all players at every step of the regulatory 
process. Public disclosure should be avoided since it could attract unwanted attention with 
unintended consequences. Mapping of Critical Infrastructure (CI) would not be appropriate if 
confidentiality cannot be ensured and a list would constitute a security risk in itself.  
 
Protection of CI requires a consistent partnership between the CI owners/operators and the 
national and EU authorities with clearly defined responsibilities. Therefore CI owners/operators 
involvement should start at the very beginning of the process of drafting regulation, including 
criteria definition. Clear rules would need to be established for designation and notification of CI 
by National/European competent bodies and/or owners/operators. The latter should retain the 
ability to define and deploy security methodologies and measures. 

 
Any proposed measure must be subject to appropriate and effective impact assessments, carried 
out in conjunction with the CI owners/operators. For any measure to be cost-effective, the 
likelihood of an incident occurring must be the guiding principle.  
 
 
d- Publication of energy stock data. 
 
EUROPIA understands the Commission’s desire to have weekly up-to-date information on EU oil 
stocks. Accuracy and speed of availability are not complementary: higher frequency reporting will 
inevitably produce less accurate data. Inaccurate data may provide misleading indicators. 
Compiling data speedily, but with a high risk of imprecision and the consequent need for ex-post 
adjustment, might defeat the purpose of more frequent data release. In addition, reconciliation of 
variances from one week to another might prove difficult. 
 
It should be recognised that provision of stocks information, in itself, is unlikely to achieve the 
stated objective of smoothing out market volatility and might even result in the opposite. Due to 
the number of market players and the influence of non-oil stock related events and the role of the 
media, volatility may well be a fact of life. 
 
 
3- Tackling security and competitiveness of energy supply: towards a more sustainable, 
efficient and diverse energy mix. 
 
 
a- A cost effective energy mix based on sound analysis. 
 
EUROPIA welcomes the EU proposing clear indications/aspirations with a view to working 
towards decreasing dependency on fossil fuels. 
 
EUROPIA supports the continuing diversification of the energy choices available to consumers 
and society, including the development of economically sustainable alternative energy sources  
and technologies.  The development of these sources and technologies into robust and 
competitive industries will inevitably take time. 
 
 
 
 



   

 
Infrastructure will need to be built, environmental impacts fully assessed and commercial safety 
and operating practices developed. The oil industry supports the Commission’s ambition to bring 
clean and renewable energy sources closer to market.  However, the level playing field should be 
respected by limiting in time the use of subsidies and avoiding disproportionate taxation to reduce 
hydrocarbon demand.  
 
In this context, a preset EU minimum target level of "secure and low carbon energy sources" 
would be inconsistent with the Commission's own stated objective to have a competitive energy 
mix, optimized by energy companies on the basis of economic analysis and cost-effectiveness in 
open markets, within the framework of Member State policies. 
 
 
b- Taxation:  a major driver in implementing energy policy. 
 
Taxation, whether on energy products, on energy-using equipment, or on energy-saving 
technology, has an important effect on the energy mix and the energy demand level. Tax levels 
and patterns has implications for energy supply security and for the competitiveness of energy-
consuming industries. Conversely, subsidies for particular energy sources or carriers, such as 
biofuels or renewables, will have similar effects of distorting markets and limiting consumers' 
economic choices. 
 
An example in the downstream oil industry is the high level of taxation on motor fuels in Europe 
which has stimulated vehicle manufacturers to develop technologies to improve the energy 
efficiency of the fleet. At the same time, tax differentials between gasoline and diesel in many 
Member States have significantly biased demand towards diesel-powered passenger cars.  
 
The resulting effect on the motor fuel demand mix has forced European industry to adapt its 
refining capacity and rebalance its supply by significant imports of distillates (mostly from Russia) 
and large exports of gasoline (mostly to the USA).    
 
The role of taxation measures in implementing a European energy policy should be widely 
debated among the EU institutions and the relevant stakeholders. It may have a potentially 
profound effect on investment decisions of market participants. Specific energy sources or 
carriers should not be forced into, or out of, the market by market-distorting taxation.  
 
Stability of tax regimes is essential. Investment decisions made in a particular fiscal and tax 
environment should be given adequate time to recover their economic incentives before new 
taxation measures could render them obsolete. The fear of abrupt or inconsistent tax pattern 
changes may discourage operators from taking the appropriate investment decisions to respond 
to market needs. 
 
To support the development of new technologies, fiscal systems should be technology neutral 
and maintain competition between all forms of energy. 
 
 
4- An integrated approach to tackling climate change. 
 
a- EUROPIA supports emissions trading as a cost effective tool; the EU system should act 
as a precursor for an international scheme. 
 
The European oil industry supports emissions trading as a market-based instrument to lower the 
cost of mandated reduction of GHG emissions. The preferred option for the industry is an 
international trading system to be operated in conjunction with the other flexible mechanisms. 
 
As long as the EU’s major trading partners do not face similar constraints regarding their GHG 
emissions, the environmental impact of efforts being made within the EU will be limited since the 
EU only represents 10% of world-wide CO2 emissions. 
 
As soon as an international trading scheme is operational, the EU scheme should become part of 
it or should be linked to it. In this process, the possibility for companies to trade directly is key and 
should be retained. 



   

 
 
b- Energy efficiency: focus on equipment performance and on end-user energy-conscious 
behaviour. 
 
EUROPIA awaits with interest the Commission’s proposal for an Action Plan on Energy 
Efficiency. EUROPIA agrees with the Commission’s view that Europe is already one of the 
world’s most energy efficient regions, and that many of the tools to realise Europe’s energy 
efficiency potential are in the hands of Member States. Improved energy efficiency could help 
achieve longer-term security of energy supply and reduce greenhouse gas emissions, while it 
may also have a positive impact on European industry competitiveness. 
 
Any future Action Plan on Energy Efficiency must take into account some important aspects:- 
 

• Any measure to enhance energy efficiency must be realistic, efficient, cost-effective, 
avoid discrimination and distortion of competition. 

• The primary focus should be on improving energy efficiency of equipment. Once an 
energy using appliance or vehicle has been purchased, little further energy efficiency 
improvement can be made. 

• Clear communication on the energy efficiency performance should be delivered by 
manufacturers of appliances and vehicles, to enable consumers to make an energy-
conscious purchase decision. 

• Energy efficiency improvements will best be achieved by widespread adoption of 
advanced metering devices in appliances and vehicles. 

 
EUROPIA believes that any Action Plan on Energy Efficiency must be in line with the EU 
objective of making Europe the most competitive, dynamic, knowledge-based economy in the 
world by 2010. 
 
 
c- Increasing the use of renewable resources. 
 
We acknowledge that renewable energy can offer advantages but current options are costly. The 
Commission recently published its Biomass Action Plan which promotes the use of biomass for 
energy applications.  

We agree with the Commission that biomass is a limited resource for which there are competing 
demands, particularly for food crops. Therefore, we should make best use of the EU’s remaining 
crops to contribute to the EU’s objective for GHG reduction and energy security in the most cost 
effective way. As was highlighted in the Biomass Action Plan, biomass in stationary applications, 
like heat and power generation, offers the best energy efficiency and greatest GHG avoidance 
potential.  

The availability of domestically produced biomass for transport is not only determined by the 
quantity of available arable land, but also by EU policy demands for renewables in other energy 
industry sectors. According to studies carried out jointly with the Commission, the EU cannot 
produce enough conventional biofuels to meet even current indicative targets of the Biofuels 
Directive. Therefore imported biofuels have a key role to play in the EU biofuel market.  

The realisation of greater potential from biomass in the EU will require the development of new, 
“advanced” conversion technologies which can use a range of feedstocks. These technologies 
are piloted for their commercial viability at the present time. “Advanced” biofuels (i.e. 2nd 
generation and beyond) offer the opportunity for a technology and biofuel neutral approach. For 
this reason EU policy should not be directed at creating a market for today’s biofuels – principally 
focusing on ethanol blending - since this may discourage and delay the development of more 
advanced biofuels which hold far greater environmental and economic potential.  

Future biofuel technologies will be based on dedicated energy crops, residues as well as 
municipal solid waste. This will present significant challenges to the agricultural sector in terms of 
new farming practices and their impact on the environment. Therefore, more emphasis needs to 
be given to the need for the farming community to adapt its production patterns to these 
advanced biofuels. A sustainable future will need to provide access to energy crops with the 
greatest GHG avoidance and energy efficiency potential at lowest possible costs. 



   

 

Besides availability, there should also be attention to the energy security aspect. The objective to 
improve security of supply with biofuels will be achieved much better by producing bio-diesel, as 
the EU has a structural diesel deficit. Promotion of bio-ethanol will only add to Europe’s already 
large surplus in motor gasoline of which most is exported to the US. 

 
5- Encouraging innovation: a strategic European energy technology plan. 
 
Technology is capable of delivering solutions in all energy sectors, for the benefit of 
society-at-large. 
 
Technology has proven critical in increasing security of oil supply by providing access to 
unprecedented volumes of energy resources out of previously inaccessible regions or locations. 
Technology is still the most reliable and promising tool to address the major global environmental 
concerns without affecting the standard of living of society at large. 
 
Therefore EUROPIA supports the development of a strategic energy technology plan delivering 
coordination of research efforts at EU level. European-wide plans should get wider support. 
Industry is ready to actively contribute to its development. 
 
Industry is already committed to some “energy technology platforms”. These could benefit from 
enhanced project management. 
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