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Statement on Oil 
A contribution of the Berlin Forum Oil Working Party to the Strategic EU Energy Review 

 
 

Oil is undoubtedly a key component of today’s energy mix, both globally and in the 
European Union. It is likely to remain so in the foreseeable future. However, when 
considering its future role as an energy source, the following factors have to be born in mind. 
First, oil is a finite resource, so at some, not yet certainly determined future point, Europe will 
have to face a new era characterized by its seriously constrained availability and ultimately 
the depletion of its reserves. Second, oil has at present a large captive market, primarily in 
the transport sector, where – for the time being – few alternatives to oil-based fuels are readily 
available and the dependency on oil (unlike in uses of oil e.g. in electricity generation or 
heating) is almost absolute. The same applies to large extent to the petrochemical sector. 

Ensuring oil supplies for as long as needed and with due regard to environmental concerns 
should be feasible, but joint efforts of all stakeholders will be required to increase efficiency 
and enhance recovery rates, further reduce unwelcome impacts on the environment and bring 
forward new technologies to allow utilization of less conventional oil reserves. This should be 
the way to deliver the necessary level of comfort and mobility until the arrival of new fuels 
and propulsion systems. It will not be achieved without adequate corporate actions and R&D 
efforts and without adequate support from policy-makers creating an enabling policy 
framework. Substantial investments will no doubt be required, but signals from the industry 
show that these should continue to be forthcoming provided an appropriate regulatory 
framework exists. It is important that the EU’s ambition to plan long-term for the imperatives 
of the future is not taken by producers as a signal to moderate their efforts to develop new 
supplies. 

In view of the above and in order for oil to retain and fulfil its role in the future energy profile 
of Europe, an action plan covering four broad areas is proposed. The purpose of such plan is 
relatively simple and two-fold:  

- first, as long as oil represents an available and dominant energy source to the extent 
observed today, Europe should maximize its ability to assure integral and reliable 
provisions of oil and to use those in most efficient/intelligent manner; 

- at the same time, this will provide the necessary backdrop for activities which will gradually 
but consistently prepare Europe for the period when oil will be considerably less available  
and European economies and societies will have to do with alternative solutions. 

The four areas for action within such plan are: 

A. Making best use of a finite resource as long as necessary 

The levels of momentary oil demand should be determined by market forces matching 
available supplies with physical needs through price mechanisms of the world oil market. By 
the same token, Europe needs to encourage a strategically sound development of future 
fuel need in the sectors using oil. Employing market forces to deliver desired adjustments to 
consumption habits and support the adoption of suitable solutions/practices can effectively 
extend the time for which existing oil reserves would last to match the time horizon until 
which they should be needed. This will also require further advances on energy efficiency 
and the development of commercially viable technologies allowing an increasing use of 
alternative and renewable energy sources in all sectors including those using oil. A clear 
vision of a smart, but sustained for as long as viable, use of oil in Europe is the best answer to 
calls for a demand road map; it is an answer which will unambiguously confirm the EU as a 
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reliable long-term customer for oil, yet one confident in its effort to assure the desired level of 
comfort and mobility also in the era when oil becomes increasingly scarce. 

B. Stretching the supply to consistently deliver the maximum of its potential 

Oil is a finite resource. Yet, enough of it exists in the ground to satisfy expected global 
demand for oil in the decades to come if oil resources are properly exploited. Stretching the 
world’s supply potential to deliver its maximum will however require stability in producing 
countries, massive investment, access to conventional and unconventional resources, 
availability of transportation and supply routes, and a continued focus on technology. The 
commitment of necessary resources, from European institutions as well as from the industry, 
will clearly pay off. In addition to finding and exploiting new fields, efforts have to be made 
to further enhance oil recovery in existing fields. A deeper consumer-producer dialogue 
should improve the availability of supplies from third countries. Indigenous European 
production can bring welcome benefits if the opportunities offered by infrastructure presently 
in place are wisely exploited.  

C. Improving emergency mechanisms 

Given the general opinion that today’s tight oil market is likely to persist at least in the near 
future, the notion of supply disruption risks seems ever present despite the past record 
showing that markets have been well supplied to date. In such circumstances emergency 
measures, including security stock arrangements and demand restraint measures, become 
more important. The IEA should continue to take the lead in formulating response to supply 
disruptions having a worldwide effect. However, the Commission may have a more leading 
role in co-ordinating between the IEA and member states (some of which are not members of 
the IEA) the implementation of such measures or in responding to supply disruptions of a 
regional character. It is to be examined, whether further instruments complementing the 
existing mechanisms, may be needed. 

D. Understanding the market 

In order to enable maximum reliance on market mechanisms in sourcing oil supplies, market 
transparency and the insight into the functioning of the markets should be further 
improved. Any single initiative is unlikely to abolish the volatility of oil prices, which to 
some extent is an intrinsic feature of well-functioning markets, but may help forecasting 
potential imbalances and preparing for such events. In parallel, markets functioning could be 
better understood, for instance as regards the interaction between financial and commodity 
markets in oil-related instruments. Clearly any new instrument or system should not duplicate 
but complement the data services of other organizations (notably those of the IEA, JODI and 
Euroilstock). 

The above-outlined four general action areas can be translated into specific action topics. 
These are enclosed in an annex for the further development into policy initiatives. 
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Annex to Oil Action Plan: Possible topics of specific policy initiatives 
1. In sectors where oil can be substituted by other energy sources in an economic and 
environmentally responsible way, the reliance on it should be much reduced or – where 
possible – eliminated. Fuel-switching away from oil, e.g. in power generation or heating, 
could be supported by regulatory and non-regulatory Community instruments to stimulate 
market-driven incentives. Positive trends, such as those already taking place in some Member 
States, should be supported and spread. Worldwide, the EU should be engaged with its 
partners of all sizes to assure that oil is being used most sensibly so that global oil demand 
growth better matches the trends in supply developments. A deeper consumer-consumer 
dialogue can indeed contribute to a more moderate oil demand growth. 

2. At the same time, energy efficiency and search for alternative energy sources needs to 
be further promoted in all areas of oil use, building on the results already achieved. Although 
the Commission has done a lot in the past to promote energy efficiency and renewable energy 
sources1, further initiatives put forward (an Action Plan on Energy Efficiency to realise the 
potential of saving 20% of the EU’s energy use by 2020, the implementation of the Biomass 
Action Plan, and the development of a Renewable Energy Road Map) need to materialize into 
actions to give rise to a comprehensive set of new options. In parallel, existing instruments 
may be reviewed for possible amendments (e.g. promotion of cogeneration to reduce oil use 
in stationary applications). Member States are rightly expected to play an important role in 
rendering incentives and delivering information campaigns to promote energy efficiency. 

3. Best practices in energy efficiency and alternative energies should be encouraged and 
shared globally, with all due regard to intellectual property rights, to inspire intelligent 
approach to global oil consumption. In parallel, EU’s assistance to partners in emerging 
markets and developing countries should more insistently aim to implement the same 
priorities. 

4. The need for continued promotion of energy efficiency must incorporate more than before 
the transport sector where road transport is the primary user of oil products and at present a 
crucial captive market for oil. A continued effort from the automobile industry (in co-
operation with the oil industry) is necessary to improve fuel efficiency2. It is equally 
necessary to look for other opportunities3 and to pursue not only the strategy of alternative 
(non-oil based) fuels but also the research, development and commercialization of alternative, 
new propulsion mechanisms, as well as efforts to stimulate positive changes in consumer 
behaviour. 

5. The introduction of biofuels and any associated government help require a clear timetable 
and policy-making based on due diligence. This dictates that due regard is given to 
environmental sustainability4 (and the expected superiority of second generation biofuels and 
need for certification of biofuels depending on their full CO2 impact), long-term economic 
competitiveness (the suitability of individual biofuel options for eventual commercially cost-
effective production not relying on subsidies) as well as security of supply considerations (on 

                                                 
1 See e.g. the voluntary agreements with the car industry, the Altener programme or the directive on the 
promotion of the use of biofuels. Renewable energy is also covered by the 7th Framework Programme funding 
scientific research and technological development proposed for the period 2007 to 2013. 
2 Technology development on this front may actually lead to unexpected breakthroughs such as the possible 
impact of new homogeneous spark ignition systems on efficiency of gasoline engines which may redress the 
current advantages of diesel engines in terms of fuel consumption. 
3 For example, the Galileo network could be leveraged for a truly European solution for the implementation and 
monitoring of efficiency programs in transportation. 
4 A joint Commission-industry study using an integrated analytical approach (“a well-to-wheel analysis”) shows 
that overall, the contribution of some biofuels to the CO2 balance may be actually (almost) negative. This applies 
especially to first-generation bioethanol from certain indigenous European crops. 
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which biodiesel appears more desirable than bioethanol given the European imbalance in 
production and demand for gasoline and diesel). The policies should be guided by a whole-
rounded analysis of the CO2 balance of different biofuels as much as by any other 
consideration. The concern for competitiveness also dictates that the fragmentation of EU’s 
internal market by country-specific grades and blends must be avoided as must be the ring-
fencing of the European market only for locally produced biofuels and feedstock5. Moreover, 
stationary uses of oil (e.g. heating and power generation) should be explored as an 
opportunity for biomass as carefully as has already happened in the transport sector. 

 6. In order to maximize global oil supply potential, a favourable and stable investment 
climate and the application of new technologies is needed. The industry should continue to 
be called upon to keep delivering its share by a sustained global commitment to substantial 
investments6. Not only should new technologies be developed, but also the take-up of existing 
advanced technologies should be as fast as feasible. The EU can facilitate these processes by 
pushing for a stable regulatory environment which encourages rather than inhibits investment 
decisions. In addition, as efforts to boost production are often held back by shortages of 
equipment and qualified personnel, this should send signals to governments about needed 
measures in the sphere of education. In the private sector, much benefit is to be obtained 
through further and deepened cross-sector R&D co-operation, especially between the oil and 
automobile industry. The regular Strategic Energy Review should include periodical review 
of the state of play and identification of possible new initiatives needed both at EU and 
national levels. 

7. The resilience and flexibility of the supply systems needs to be enhanced by the 
diversification of external supply sources and routes; this in turn necessitates the 
development of infrastructure and pursuit of new projects in both proven and less traditional 
locations. The diversity of the supply systems needs to be maintained, mainly by an increased 
development of “frontier” and “unconventional” oil, and by increasing the recovery factor of 
the existing mature fields all over the world. Recognizing the interdependence between the 
security of supply and demand, a deeper consumer-producer dialogue can encourage 
investments by promoting reciprocal access to investment opportunities. The importance of 
such dialogue is clear given that National Oil Companies (NOCs) own most of the world’s 
reserves and are likely to deliver an increasing proportion of supply. Besides such dialogue, 
the security of the oil routes shall necessitate a special attention from producers and 
consumers, including the EU.  

8. For pipelines, an EU-wide strategic approach (possibly including a strategic plan) should 
be developed; possibilities of supporting its execution through all financial and non-financial 
instruments and policies available to the EU (including e.g. CSFP), in compliance with usual 
EU market and competition rules, should be evaluated, especially in view of the fact that oil 
pipelines are currently not included in TEN-E. Inside Europe, coordination at the EU level 
may help promote the utilization of disused or underutilized defence infrastructure (esp. 
pipelines and storage facilities) for civil purposes. 

9. Indigenous European production and its infrastructure still offer largely unrecognized 
potential both for further oil recovery from existing fields through advanced technologies 
(enhanced oil recovery) and for CO2 sequestration. However, necessary decisions in favour of 
its further appropriate exploitation will have to be made before the infrastructure currently in 
place ages beyond its effective lifetime. The need for enabling regulatory environment as well 

                                                 
5 The results of a recent joint study of the Commission and the industry should be carefully considered. These 
show that biofuels produced from European crops may not necessarily represent economically competitive nor 
environmentally sustainable solutions. 
6 Driven by growing demand and sustained high oil prices, the oil industry is expected to invest in excess of 200 
billion USD in 2006 in finding and producing oil. 
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as the potential contribution of various business players (including e.g. the independent oil 
companies) should be properly assessed. 

10. In downstream, the current gasoline surplus and the deficit of middle distillates in Europe 
and the need to adapt to the changing crude slate toward heavier and sourer grades should 
point to adequate refinery upgrades rather than significant capacity expansion. Processing of 
non-conventional sources of oil will also require specific investments. These will call for 
enabling regulatory environment in the EU and possibly also for further advanced R&D 
programmes in which public and private players join forces. 

11. The present system of security oil stocks in the European Union is mostly based on 
legislation originating in 1968 and partly amended and revised up to 1998. The possibility of 
its further revision should be evaluated in view of strengthening its transparency, credibility 
and efficiency. The options for revising some of the features of the present system7 need to be 
considered and evaluated thoroughly (including an impact assessment study). In particular, 
when considering an increased frequency and/or shorter deadline of reporting, accuracy of 
data should be of primary concern. Member states, on the other hand, may have a notable role 
in devising demand restraint measures, the implementation of which could well 
complement the release of security stocks in case of supply disruptions. 

12. A European Energy Observatory System (EMOS) will underpin Europe's ability to 
understand long- and short-term developments of energy markets. By combining and making 
available a series of data on numerous energy-related indicators, EMOS will indeed have a 
role in increasing transparency of energy markets. The strengthening of the consumer-
producer dialogue with oil producing countries, including OPEC and Russia, as well as 
consumer-consumer dialogue could also contribute to improving transparency and availability 
of data of relevance to oil markets.  

                                                 
7 Handling of operating vs. security stocks, use of tickets, frequency of reporting, product categories etc. 


