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On December 5th 2013 European Voice, in collaboration with The Economist
Intelligence Unit, convened policymakers and industry leaders in Brussels to discuss
the future of energy in Europe. At the breakfast meeting—supported by Chevron—
delegates considered the challenges faced by the EU in designing an energy policy
that will meet the competing aims of providing secure and affordable energy in an
environmentally sustainable way.
High energy prices in the EU are focusing attention on the cost for consumers and the
competitiveness of industry. The US has enjoyed a period of lower prices thanks to the
shale gas revolution, which has given the country’s industry a major competitive boost.
Shale gas extraction in the EU has the potential to reduce import dependency, but even
optimistic scenarios predict import needs at around 60% of total gas demand.
The EU remains committed to tackling climate change and has pledged to cut its
greenhouse gas (GHG) emissions by 80% by 2050. Work has started on a new target for
GHG reductions for 2030, as have discussions on whether to set a new target for energy
from renewable sources.

“

There is a
commitment to an
open, competitive and
integrated market for
gas and electricity in
Europe

Philip Lowe, former European Commission, director-general for energy, opened
the event by addressing the challenge of striking a balance between reliability,
affordability and sustainability.
“There is a commitment to an open, competitive and integrated market for gas and
electricity in Europe,” he said, “and to diversify sources of supply in order to keep
a check on potentially rising and volatile prices.” There has also been recognition
of evidence for climate change that showed Europe needed to reduce its carbon
dioxide (CO2) emissions and should take the lead by establishing a target. This led to
a framework of three key objectives for 2020: achieving a 20% reduction in EU GHG
emissions from 1990 levels; raising the share of EU energy consumption produced from
renewable resources to 20%; and a 20% improvement in the EU’s energy efficiency.

Philip Lowe, former European
Commission, director-general
for energy
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Since this framework was drawn up, there has been what Mr Lowe called
a “perfect storm”: the financial crisis and the economic recession, which
have led to difficulties in encouraging the necessary investments; a series
of other developments including Fukushima, which led to some countries
halting nuclear generation; and the shale gas revolution, which increased the
competitiveness gap between the EU and the US. Low-carbon technologies—
nuclear, onshore wind and carbon capture and storage (CCS)—have all been
met with public opposition in different European countries.
“There is one clear message from politics and economics,” according to Mr
Lowe. “Competitiveness for businesses and affordability for consumers have
become centre stage, rather than simply climate objectives. There is a debate
on affordability throughout the EU, but populist responses contradict the

“

commitment to an open, competitive market.”
Energy costs are the most important part of bills, but taxes and levies also
make up the total, with the proportion of taxes in energy bills having risen by
30% in the past five years. Whether or not there is a competitive low-carbon
future for Europe, companies will have to invest in modernising existing

People think we only
subsidise renewables, but
that is not the case: there
are hidden subsidies for
coal, gas and nuclear.

infrastructure, he said. To what extent must they invest in high-carbon

Reinhold Buttgereit
Secretary-general
European Photovoltaic
Industry Association

do to support investment rather than production, the more positive the impact

technologies? What level of subsidy should be allowed for different lowcarbon technologies (renewables, nuclear, CCS)?
“The cost of certain technologies, such as offshore wind and solar-voltaic, has
come down, and these can soon be used by energy companies without significant
subsidies. Other immature technologies, however, still need support. The more we
that renewables will have on the market,” added Mr Lowe.
“As far as unconventional gas is concerned, the challenge is to produce
unconventional gas such as shale gas under sustainable conditions, and this
debate is not over. Our aim is to provide a clear framework for investors to
eliminate the degree of uncertainty around exploration of shale gas; even if
our analysis says it’s possible under certain conditions, there will still be a
public acceptance issue.”
Reinhold Buttgereit, secretary-general of the European Photovoltaic Industry
Association, observed: “People think we only subsidise renewables, but
that is not the case: there are hidden subsidies for coal, gas and nuclear.
The International Energy Agency said two years ago that globally, subsidies
for fossil fuels are six times higher than renewables. We should consider
reducing subsidies for fossil fuels, which would make it much cheaper to make
renewables competitive.”
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Norbert Kurilla of the Slovak Permanent Representation to the EU wondered
if the EU needs three targets for 2030. Just one might be more effective at
spurring innovation, he suggested. The majority of member states agreed, Mr
Lowe said, while there is a strong voice from conventional energy suppliers
calling for the same.
According to William Garcia, executive director of energy, HSE and logistics
at the European Chemical Industry Council (Cefic), the chemical industry
supports one overarching target: “We have dealt with contradictory and
counterproductive targets. Renewables could be competitive by themselves.
Member states have generated a maelstrom of subsidised schemes for
renewables that have proven to be costly to the European society at large.

“

Time has come for
policymakers to take
another stance on shaping
up a competitive energy
scheme for a competitive
Europe for the next decade.
William Garcia
Executive director of energy, HSE and logistics
European Chemical Industry Council (Cefic)

France, on the contrary, has the lowest electricity price in the EU thanks to
nuclear. Time has come for policymakers to take another stance on shaping up
a competitive energy scheme for a competitive Europe for the next decade.”
Susan Russell, manager of EU affairs at Chevron, said the public sector was
notoriously energy-inefficient and noted that Chevron, in the United States,
had an energy-efficiency service company (Chevron Energy Solutions),
something she said is largely missing in Europe. Dries Acke, policy manager
at the European Climate Foundation, said the internal energy market was
crucial and called for lessons to be learned from the 2020 experiment. “We
should add delivery mechanisms and governance structures to the targets,”
he added.
The discussion on whether affordable energy for all is possible was led by Walter
Boltz, executive director at the Austrian energy regulator E-Control GmbH and
vice-chair of the Agency for the Co-ordination of Energy Regulators.
“Energy prices are a key factor for the competitiveness of European industry,”
he said. “At the same time, consumer prices are an increasingly sensitive
political topic.” He identified low energy costs as one of the problems for
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Europe’s goals: if it were more expensive, people might use less of it. “We’re
trying to intervene to get people to consume less, but in affluent countries
energy is not an issue the average consumer really thinks about.
“We thought Europe could lead and the rest of the world would follow, but
this has not happened. Our share of global CO2 emissions has gone down, but
we are no longer relevant: even if we achieve our goals, climate change will
continue,” Mr Boltz pointed out.
“For gas, we are dependent on global development, and we will continue to pay
much higher prices than in the US, especially if we continue to reject shale gas.”
He suggested an end to subsidising renewables through electricity
surcharges. “There’s a growing awareness that this is putting the burden
on consumers through energy prices. We can’t stop the growth of costs, but
we can emphasise the cost of policy measures. Energy is currently easily
affordable, but we need to be aware of the burdens we put on consumers and
small businesses if we continue to subsidise technologies.”
Gerlind Ahrens, energy and nuclear counsellor at the German Permanent
Representation to the EU, pointed out that radical reform of the renewable
energy support scheme in Germany would be very difficult, although the
coalition treaty of the new government includes a reform of the Renewables
Act. “The regions in Germany are very strong and have to be taken into
consideration,” she said. “For example, in the north they are reluctant to
accept cuts to subsidies for wind power.”
“What are the lessons of the 2020 targets, and what comes after 2020?” asked
Herbert Kragenbrink, energy attaché at the Permanent Representation of the
Netherlands to the EU. For Mr Boltz, it had been a mistake to focus on national
targets. “We don’t currently allow country-to-country exchange,” he said,
explaining that northern Germany has an abundance of wind power, while
neighbouring Netherlands has none. The Netherlands and Austria use the
energy, while Germany pays the subsidies. “This is not a good recipe for the
whole of Europe, and it is not sustainable – there is a disparity between those
who pay and those who benefit,” according to Mr Boltz.
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Joana Correia da Silva, climate attaché at the Portuguese Permanent
Representation to the EU, agreed that on the issue of renewables the EU had
not allowed the internal market to function properly, with one of the reasons
being poor infrastructure. “In Portugal and Spain, there is major concern
related to interconnections; there is only 3% interconnection capacity across
the Pyrenees, and at peak periods we have been exporting excess renewable
energy to each other at zero cost. This is clearly not an incentive to further
invest in renewables, which is why Portugal defends that the 2030 framework
includes a renewables target that is linked to an interconnections target.”
As noted by Natasha Coates, first secretary, energy, at the UK Permanent
Representation to the EU, the rising cost to consumers is a sensitive subject
in the UK. Given that the breakdown of bills is different across member
states, she asked how Mr Boltz would simplify this for a sensible debate at the

“

We need to reduce overall
costs, but what’s popular
with the public is also
very costly, so we must
reprioritise.
Walter Boltz
Executive director
Austrian energy regulator E-Control GmbH;
Vice-chair
Agency for the Co-ordination of Energy
Regulators

European Council meeting due to take place in February 2014.
According to Mr Boltz, investment in research is a better use of resources. “We
need to reduce overall costs, but what’s popular with the public is also very
costly, so we must reprioritise.”
Anita Orbán, Hungary’s ambassador-at-large for energy security, introduced
the debate on securing reliable energy supplies. “Energy security is of
interest to all of us,” she said. “Part of the EU’s energy security policy is due to
enlargement, and we needed the Russia-Ukraine gas crises in 2006 and 2009
to create a push for solutions.”
Europe gave two different answers to these crises, she explained. In 2006 the
Nabucco project to reduce European reliance on Russian energy gained new
momentum, and energy security became a political issue. In 2009 Europe’s
answer to the crisis was market integration. “After 2009 we had €3.5bn left
over from the European economic recovery plan, which we committed to
interconnectors to connect fragmented markets all over Europe and create
the backbone of an internal market.”
On the subject of the European Commission’s Southern Gas Corridor project
(to supply gas from Caspian and Middle Eastern regions to Europe), she said
the terms are not those envisioned: “The gas from this corridor will reach the
shores of the EU under the terms of Turkey and Azerbaijan at the moment,
with no real influence from Europe. So is the EU better off in terms of energy
security? The vulnerability of central and east European countries is still
unaddressed.”
“It is not only about the pipeline; it’s about the message we are sending to
third parties. If by 2020 85% of our gas is imported, we must lay now the
foundations for how and under what terms this gas will reach the EU.”
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“

The member states have very different perceptions of energy security, and
EU-level action has a long way to go, added Ms Orbán. “Energy diplomacy
needs to be enhanced and the EU needs a unified, comprehensive approach
towards transit and supplier countries.”
In response to Ms Orbán’s presentation Beate Raabe, secretary-general of

Energy diplomacy needs
to be enhanced and
the EU needs a unified,
comprehensive approach
towards transit and
supplier countries.

Eurogas, the association representing the European gas wholesale, resale

Anita Orbán
Hungary’s ambassador-at-large for energy
security

current climate and energy policies, we are not optimistic that gas demand

and distribution sectors, pointed out that there was a difference between
western and eastern markets with respect to diversity of supply and added:
“Liquefied natural gas (LNG) terminals are therefore being discussed in the EU
for the Baltic states to increase diversity and security of supply. How large is
the benefit expected to be? With the Trans-Adriatic Pipeline (TAP), there are
interconnection possibilities into Bulgaria and further on. However, based on
will rise much in the coming decade, so what appetite do investors have to
build additional pipes in Europe?”
“Central and eastern states are paying too much for energy security, and
LNG terminal capacity is underused across Europe,” Ms Orbán said. “In terms
of the TAP, Hungary proposed flexible energy corridors as a way of ensuring
security. We are planning a corridor from Croatia via Hungary to Ukraine and
are looking at the missing infrastructure to connect to the TAP.”
The consumer view came from Susanne Kuschel, senior manager for EU
government relations at BASF Group: “Natural gas is important for the
chemical industry as a source of energy and a raw material, and shale gas in
Europe could be an additional opportunity for our industry and customers.
In Germany, around 12% of the gas consumed is produced in Germany, but
this is declining rapidly. Shale gas can offset this, provided it is handled in a
sustainable manner.”

Natural gas is important for the chemical
industry as a source of energy and a raw
material, and shale gas in Europe could
be an additional opportunity for our
industry and customers.

“

Susanne Kuschel
Senior manager for EU government relations
BASF Group
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Hungary’s position is clear, added Ms Orbán. “We have for years been carrying
out shale gas drilling. There is a four-country group with Poland, the Czech
Republic and Slovakia, committed to continuing exploration to see how we
can benefit from the US shale gas revolution.”
David Schreib, of the Permanent Representation of the Czech Republic to
the EU, echoed his neighbour’s views and added: “We have shared concerns
in central and east European countries: we remain very interested in energy
security, and in that respect we encourage more commitment from EU
institutions. Besides the external policy aspects, our concern as a country is
also the internal security of supply, that the energy systems flowing within
our borders are secure and robust enough.”
According to Mr Boltz, there is potential for very quick and inexpensive market
integration just by applying EU law. He added that it would be a shame for the
EU not to keep its options open regarding shale gas, even if it were only used
to strengthen the negotiating position with supplier countries.
Jos Delbeke, European Commission director-general for climate action,
presented the issues surrounding sustainable energy supplies. Outside the
US, where there is a strong relationship between shale oil and gas, energy
systems are increasingly dependent on imports, and shale gas needs to be put
in this context. The EU has become a significant energy importer, making it
vulnerable now and in the years to come. While the potential of shale gas is
acknowledged, he said, public concern about environmental risks will have to
be addressed.
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Renewables are no longer niche ways of producing energy, he explained.
In 2020, for example, one kilowatt-hour in three in Europe will come from
renewables, which is more than from the nuclear sector. The EU has decoupled
GHG emissions from economic growth and is well on track to deliver on these
emissions targets as it prepares to define its 2030 climate and energy policy
framework, he added.
Marc Billet, of the International Road Transport Union, said his industry was
supportive of attempts to replace fossil fuels and increase energy efficiency,
although challenges remain. “There are technological shortcomings,
especially in the commercial road transport sector,” he said. “Alternative
fuels and propulsion systems can still not be used on a sufficiently wide scale
and are not all economically viable enough, so we must encourage vehicle
operators to invest more. Unfortunately, there remains a political reluctance
to create a European approach and connect national initiatives.”
“Regulation doesn’t make a distinction between gas, electric and petrol
cars,” Mr Delbeke said. “We think full electrification will be the winning horse,
but we are not making hurdles for any other fuels in our regulation. We are
reducing emissions elsewhere, but transport is the only sector increasing

We are not blind to the fact
that the rest of the world
is not taking on the same
targets, but we have to keep
things in proportion.
Jos Delbeke,
European Commission director-general
for climate action

emissions year on year. It’s neutralising our efforts in other sectors.”
“The roadmap we recently published shows that going towards 2020 we can
achieve even more. We are not only part of the problem but part of the solution”,
observed Mr Garcia. Mr Delbeke agreed wholeheartedly: windmills, solar panels
and the cars of the future cannot be produced without the industry.
“We are not blind to the fact that the rest of the world is not taking on the same
targets,” Mr Delbeke concluded, “but we have to keep things in proportion.”
The discussion was wide-ranging, with much common ground: acceptance
that reliance on imports will increase and that greenhouse gases must be
reduced; that competitiveness and affordability have moved up the agenda;
and that setting the 2020 targets has brought the EU a long way. Policymakers
were adamant that Europe is open to new technology and will not rule
anything out as it seeks to achieve its ambitious targets.
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