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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. 
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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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1. Summary 

 

EURELECTRIC welcomes the European Commission’s Green Paper on a 2030 Framework for Climate 

and Energy Policies, and strongly endorses its recommendation that the EU needs to reach an early 

agreement on this Framework, taking into account long investment cycles, opportunities for economic 

growth through low-carbon innovation, and preparations for the 2015 international climate 

negotiations.  

 

EURELECTRIC is committed to:  

- Deliver carbon-neutral electricity in Europe by 2050; 

- Ensure a competitively priced, reliable electricity supply throughout the integrated European 

energy market; 

- Develop energy efficiency, demand flexibility and electrification of energy use. 

 

In order that our sector can deliver on these commitments, we look to the EU to adopt a 2030 

Framework which enables cost-effective investment that supports competitiveness by focusing 

primarily on EU-level market instruments.  

 

EURELECTRIC calls for: 

- A re-commitment by EU decision-makers to the completion of the internal energy market; 

- An economy-wide 2030 emissions reduction target of at least 40% compared to 1990, in line with 

the Commission’s Low-carbon Economy Roadmap 2050;  

- A more active EU policy for the electrification of mobility and heating/cooling and for smart 

distribution networks; 

- A strengthened ETS as the key instrument for driving investment choice in low-carbon 

technologies, infrastructure and processes; 

- All energy sector subsidies should be progressively phased out moving towards 2020 and beyond, 

respecting existing contracts; 

- Generators of renewable energy to assume system responsibility and be integrated into the 

market, fulfilling the same balancing and scheduling obligations and responsibilities as other 

technologies; 

- Phasing in of significant changes before 2020 in order to ensure a smooth transition to the new 

Framework.  

EURELECTRIC firmly believes that instruments designed according to these principles can deliver 

emissions reductions, energy efficiency, and renewables growth in our sector, and emissions 

reductions, energy efficiency and electrification in the wider economy. Combined with a strong and 

fully integrated internal energy market, this will spur the necessary investment in Europe’s future low-

carbon energy system, improve security of supply and allow policymakers to remove inefficient 

policies that today are unnecessarily raising costs for businesses and consumers.2 

                                                        
2 This consultation response builds on substantial work by EURELECTRIC’s membership, including responses to the Green Paper on 

Designing the 2015 Global Climate Change Agreement (June 2013), the Energy Technologies Communication (June 2013), the CCS 

Communication (June 2013), the Internal Energy Market Communication (April 2013), the Green Paper on Generation Adequacy, 

Capacity Mechanisms and the Internal Market in Electricity (February 2013), the Carbon Market Report (January 2013), the Renewable 

Energy Communication (July 2012), and EURELECTRIC’s reports Power Choices Reloaded Key Messages (May 2013), An Innovation 

Action Plan (May 2013), Powering Investments (2012), RES Integration and Market Design (2011), 20% Renewables by 2020 (2011), 

and Integrating Variable RES Sources into the EU Electricity Market (2010). 
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2. EURELECTRIC’s key message 

 

Major new investment in the power sector is crucial to the affordability, sustainability and security of 

Europe’s energy supply, both in the short and long term. Decisions on a 2030 framework for climate 

and energy therefore have important implications for the health of the whole European economy. 

EURELECTRIC emphasises that significant investment is necessary before 2020: EU scenarios envisage 

€1 trillion total energy sector investment, including new electric generation assets, new storage, smart 

technologies, new grids, energy efficiency, and research, by 2020. Today’s choices about technologies 

and assets will have consequences to 2050 given the working life of most power infrastructure.  

 

Regrettably, these major investments are not taking place. The business case for cost-efficient, low-

carbon investment and research in the power sector depends crucially on the coherence, clarity and 

strength of the low-carbon price signal that European policy is giving to the economy as a whole. 

Today’s European policies for climate and energy are not giving that signal: EURELECTRIC puts forward 

a clear message that current policies will not deliver affordability, sustainability or security of supply.  

 

In the short term, and in contrast to the coherent objectives of the European internal energy market 

and the EU Emissions Trading System (ETS), today’s 20/20/20 framework offers a variety of 27 

different and not very stable national policies for massive renewables support, energy efficiency and – 

increasingly – emissions abatement via new carbon taxes, carbon prices floors and coal taxes. This 

fragmentation undermines market harmonisation, and results in higher costs for all electricity 

customers: residential, public, industrial, big business and small business. The current policy 

architecture has resulted in customers paying high energy prices, while the power sector is challenged 

by falling profitability and returns on investments. Wholesale electricity prices have generally 

remained steady over the last decade. At the same time, end consumer prices have rapidly increased 

due to policy-imposed surcharges. Currently, we see the costs of electricity production rising due to 

the lack of a well-functioning, liquid energy market and – as a direct consequence – higher capital and 

bond market risk premiums on investments. 

 

Figure 1: Average electricity price for a three-person household in ct/kWh with a yearly consumption of 

3500 kWh (€), Germany 1998-2013 
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Figure 2: Electricity prices in Italy, yearly average 2008-2012 

 

 
 

 

 

 

 

 

 

Figure 3: Evolution of system charges in Slovakia 2006-2013  

 

 
 

 

Longer-term, EURELECTRIC’s newly published Power Choices Reloaded study compares three EU policy 
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in energy generation and use, supply-side lock in, postponed demand-side efficiency, bottlenecks in 

equipment supply chains, stranded assets, and price rises due to overheated demand.  

 

The alternative strategy of early decisions on a coherent, high ambition, economy-wide policy signal 

for low-carbon would deliver economic growth, competitive benefits, and security of supply, for 

Europe by driving investment in infrastructure renewal and technological innovation. Such decisions 

would also promote the development of new business models through the merger of electricity, 

heating/cooling and mobility markets and their interaction with information and communication 

technologies into a single, consumer-focused market for energy services.  

 

The opening up of global commodity markets and completion of the European internal energy market 

can help narrow the gap between Europe’s energy costs and those of global competitors. However, 

resource, structural and societal factors indicate that, ultimately, Europe is unlikely to experience the 

same energy supply situation and cost advantages as the United States. Instead, Europe can and must 

overcoming the cost gap and create new jobs by choosing a different strategy to develop resource 

efficiency, electricity storage, demand flexibility, renewable and other low-carbon technologies, and 

smart grids. EURELECTRIC therefore warmly welcomes the conclusions of the 22 May European 

Council calling on the Commission to prepare an analysis of the composition and drivers of energy 

prices and cost in Member States, and of EU competitiveness vis-à-vis global economic counterparts.  

In this regard, we note the Commission’s forecast that energy prices will increase in the period up to 

2030 with or without significant decarbonisation, due to the renewal and growth investments which 

are needed in the energy system in any case, and that the IEA's WEO 2012 shows that the EU will have 

the lowest relative increase in energy costs of any region over the next 20 years. EURELECTRIC urges 

that national policy-makers need to inform citizens regarding prices in a transparent manner: costs 

not recovered via grid fees and/or competitive energy prices will be paid elsewhere e.g. via taxes or 

debt stored up for future generations via deficits.  

 

3. Lessons from the existing policy framework  

 

The 20/20/20 package has resulted in significant emissions reductions, and in further growth, 

reductions in costs and technological development in renewable generation and energy efficiency. 

However, it has also resulted in a regulatory jungle of multiple and overlapping targets and 

instruments, some European, some national, some market-based, some command-and-control, 

focused on driving change in some sectors of the economy but not others. Cost-effectiveness is not 

achieved.  

The ETS – a truly EU-wide harmonised approach to cost minimisation – is being undermined by failure 

to address policy overlaps with renewables and energy efficiency objectives. Furthermore, national 

implementation of the Renewables and Energy Efficiency Directives, through hundreds of different 

support policies distort, and also fragment, the internal energy market, as shown by renewed price 

divergences between Germany and the Netherlands in 2013 compared to 2011. Renewables support 

and priority access add to increases in end consumer prices. These national policies also strongly 

influence price formation in the ETS allowances market, as has been recognised by both the European 

Parliament and the Council. EURELECTRIC agrees with the Commission’s statement in the Carbon 

Market Report 2012 that the ETS will need to play an increased role in the transition to a low-carbon 

economy by 2050, and their earlier recognition in 2000 that “a Community approach is needed to 
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ensure competition is not distorted within the internal market” and that uncoordinated action would 

have significantly higher costs.3  
 

Figure 4: Who and how? EU + market, not 28 x command chaos 

Rather than perpetuate these problems, EURELECTRIC believes that the ETS can and should be the 

main instrument for driving emissions reduction beyond 2020, including the cost-effective 

deployment of mature renewables and energy efficiency technologies through a stronger carbon price 

signal (see section 5 below).  

More generally, the growth of renewables has also shown the importance of flexible resources to 

support variable generation. At the same time, growing volumes of renewables are pushing efficient 

conventional generation out of the merit order. While capacity remuneration could be seen as a short-

term solution to address generation adequacy problems, the focus for policy-makers should be on 

thorough reforms to correct existing distortions and to ensure that the market provides a correct price 

signal for operation and investments. Wholesale market integration, a strengthened ETS, and bringing 

mature renewables fully into the market are the key building blocks of this reform. If introduced, 

capacity remuneration mechanisms must be market-based, technology neutral, and give equal 

                                                        
3 Reference COM(2000)87. The green paper states also that “The development of emissions trading within the Community, while 

making an important contribution to the protection of the environment by limiting emissions, must nevertheless avoid creating 

barriers to trade, restrictions to the right of establishment of companies and distortions of competition which would damage the 

internal market. Emissions trading should therefore form part of a coherent framework of common and co-ordinated policies and 

measures for reducing greenhouse gas emissions and implementing the Kyoto commitments. Furthermore, in developing an emissions 

trading scheme within the Community that respects the rules of fair competition within the internal market, the Community will also 

help avoid possible incompatibilities with multilateral agreements on trade.” 
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treatment to existing and new units for generation, storage and demand, inter-connectors, and should 

be coordinated at macro-regional level to ensure consistency and minimum distortion to the internal 

energy market. This would result in self-regulation leading to very low capacity prices when there is 

over-capacity.  

 

Figure 5: Price convergence trends between Germany and the Netherlands show the increasing impact 

of national climate and energy policies on the internal energy market  

 
 

EURELECTRIC believes that flexibility should be properly remunerated by energy and balancing 

markets and/or systems services both at supply and demand side. While recognising that these 

mechanisms need improvement in order to ensure lowest cost outcomes, EURELECTRIC urges policy-

makers to allow flexibility costs to be borne by those players who cause supply/demand imbalances.  

 

Figure 6: The emerging innovation value chain in electricity 
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Another important lesson from the 20/20/20 package is that current EU research and innovation 

policy is too focused on fundamental research, and suffers from excess complexity and bureaucracy 

and the duplication of national efforts, while mostly failing to recognise the role of electric utilities in 

the wider innovation eco-system.  

 

Finally, EURELECTRIC cannot over-emphasise the need for EU policies on energy efficiency to 

recognise the changed paradigm created by the risk of climate change and begin to reflect the 

relevance of the carbon content of different energy sources. The historic focus on primary energy 

savings, including a conversion factor for electricity based on a thermal plant efficiency of 40%, 

contradicts the low-carbon trajectory for electricity set out in the Commission’s own Energy Roadmap 

2050.  

 

4. EURELECTRIC’s priorities for the 2030 Framework: key principles 

 

EURELECTRIC seeks a 2030 Framework which delivers affordable and secure energy services within an 

integrated EU internal energy market alongside the European Council goal of an economy-wide 80-

95% reduction in EU greenhouse gas emissions by 2050. This requires policies which reflect six key 

principles:   

 

First, ambitious policy objectives must be accompanied by appropriate policy action. In order to 

achieve the EU 2050 goal, a firm economy-wide emissions target of at least 40% reduction compared 

to 1990 must be met by 2030, in line with the Commission’s Low-carbon Economy Roadmap 2050. 

Within this, EURELECTRIC emphasises that the Framework should encompass all sectors in order to 

enable the efficient distribution of investments and assets. EURELECTRIC sees little sense in some 

European sectors decarbonising without others taking commensurate action. 

 

Second, in order to be globally successful, climate action needs to be a collective endeavour. 

EURELECTRIC therefore urges the Commission to work towards a balanced, deliverable global 

response in the international climate negotiations.  

 

Third, achieving sustainability, while safeguarding affordability and security of supply, requires moving 

to emissions free energy carriers and smart distribution networks. EURELECTRIC therefore calls for: 

- A more active EU policy for the electrification of society, including industry, mobility, and 

heating/cooling. This also means that the current legislative framework on primary energy 

conversion factors must be revised.  

- National regulators to examine how regulation can encourage ‘smart’ investments to modernise 

and expand these grids by enabling distribution system operators to balance the risks and rewards 

of innovative activity and demand-side participation. The current scale of development of a 

smarter grid at distribution level today is insufficient to ensure that renewable energy can be used 

to its full potential. 

Fourth, the imperative for economic growth and competitiveness underlines the need to maximise 

cost-effectiveness in all policy design, while delivering on the agreed targets. Emissions reductions can 

best be achieved by putting a common value on carbon. This value should be determined through the 

ETS carbon market, which should be the key driver for investment choice in low-carbon technologies, 
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infrastructure and processes. This value also needs to be reflected in policies for sectors not covered 

by the ETS. 

Fifth, climate and energy policy instruments should support the development of competitive markets. 

In this context, EURELECTRIC considers that:  

- Policy instruments should function at the EU level rather than in 28 different national variants. 

- A technology neutral approach must be adopted in meeting the agreed targets. EURELECTRIC 

therefore gives full support to the Green Paper’s statement that Europe’s climate and energy 

objectives need to be achieved in parallel to “a regulatory framework to drive the creation of an 

open, integrated and competitive single market for energy which promotes the security of energy 

supplies”.  

- All energy sector subsidies should be progressively phased out moving towards 2020 and beyond, 

in line with the principle that market interventions must be necessary, proportionate and 

transitional. We assume that existing contracts to support renewables would be respected until 

the foreseen time horizon. 

- Generators of renewable energy must assume system responsibility and be integrated into the 

market, fulfilling the same balancing and scheduling obligations and responsibilities as other 

technologies. 

- A strengthened ETS will support robust deployment of mature renewables and supply-side energy 

efficiency. Adding further European targets per technology objective would risk a continued 

reliance on multiple instruments, with an adverse impact on costs. Targets for renewables and 

energy efficiency should at most be indicative and should only be decided after thorough analysis 

of their impact on the headline emissions reduction target.  

- EU public funding for power sector RD&D and incentives for private investment along the whole 

innovation value chain should be increased in line with the challenges and opportunities of low-

carbon technologies, infrastructure and processes. 

Sixth, climate and energy policies need to provide a reasonable degree of long-term predictability, 

rather than short horizons and stop-go signals. This requirement also means that the transition from 

the 2020 framework to the new 2030 framework needs to be smoothed by means of phasing in 

significant changes before 2020, including structural reform of the ETS. Overall, political time horizons 

and investment cycles need to be better integrated.  

 

EURELECTRIC firmly believes that instruments designed according to these principles can deliver 

emissions reductions, energy efficiency, and renewables growth in our sector, and emissions 

reductions, energy efficiency and electrification in the wider economy.  

 

5. EURELECTRIC’s priorities for the 2030 Framework: instruments  

 

Markets work best when widest. Climate policies should be designed to deliver emissions reductions 

at least cost. For these two reasons, EURELECTRIC is committed to the ETS as the best means to 

deliver a low-carbon economy, being cost-effective, technology neutral, fully compatible with the 

internal energy market, and capable of providing long-term policy stability. However, EURELECTRIC is 

deeply concerned that today’s low EUA price is causing the ETS to be perceived as a weak instrument, 

so that it is at risk of being undermined and replaced by national and less cost-effective policy 

instruments.  
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EURELECTRIC therefore seeks a package of decisions for strengthening the ETS which: 

- Establishes the contribution to CO2 reduction to be made by the ETS sectors by 2030; 

- Establishes the ETS as the main policy instrument for driving investment choice in CO2 reduction, 

including for mature renewables and energy efficiency technologies;  

- On this basis, revises the ETS annual linear reduction factor in the range of 2.3%, and if necessary 

makes use of the option to retire a number of EUAs in phase 3 in order to speedily implement the 

new linear factor. 

- Extends the scope of the ETS to other sectors. 

 

In order to relieve the pressure of the ETS surplus while these structural options are under discussion, 

EURELECTRIC meanwhile supports a phase 3 back-loading which can signal to the carbon market – and 

also to international observers – that the EU is committed to a long-term strategy of driving carbon 

reduction through a strong ETS.  

 

Having identified and chosen the ETS carbon market as the most cost-effective instrument, the EU 

should resolve problems of industrial competitiveness within that framework: EURELECTRIC firmly 

opposes any splitting of the ETS into separate sectoral schemes. 

 

A strong EU ETS is also crucial to securing a global level playing field in climate action. EURELECTRIC 

warmly welcomes the recent decisions in Australia, California, China, New Zealand, Quebec, nine 

north-eastern US States, and South Korea to establish domestic carbon markets on the model of the 

ETS, as well as the on-going preparations for the introduction of carbon markets in Brazil, Chile, 

Colombia, Kazakhstan, India, Indonesia, Mexico, Morocco, Thailand, and Turkey, and for linking the 

Australian and EU markets. EURELECTRIC takes note that the Australian and California carbon markets 

include additional sectors in their carbon markets, and we call on the Commission to undertake a 

detailed assessment of the feasibility of extending the scope of the ETS for phase 4. 

 

Energy savings and efficiency investments on the supply-side can best be driven through the ETS. 

However, in specific and limited cases where crucial demand-side energy efficiency is not susceptible 

to a price signal, bottom-up regulation may be necessary to correct market failures, in particular in the 

buildings sector.  

 

Policy design for climate and energy must also to take into account other environmental regulations, 

to ensure a consistent cross-sector regulatory framework for the use of natural resources 

(fuel/water/air/soil), the mitigation of environmental impacts associated with electricity generation, in 

particular in light of the implementation of the Industrial Emissions Directive, and the upcoming 

revisions of the Air Quality and the NEC Directives. 
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