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Introduction

Introduction

The Energy Union – ready for the EU’s climate and energy challenges of the 21 st century?
Since 2015, the European Commission has been working towards integrated continent-wide low carbon
policies and an energy system that aims to support a fundamental transformation of the EU energy
system. The Energy Union Strategy aims to provide “secure, sustainable, competitive and affordable
energy”. The proposals are one of the 10 key priorities for the current European Commission mandate as
set out by President Jean-Claude Juncker.
The Energy Union is based on the following five pillars, which are expected to determine the future of
Europe’s energy policy, including the 2030 climate and energy targets:
1. Supply security, solidarity and trust – diversify Europe's sources of energy and make more efficient
use of energy produced within the EU in order to guarantee security of supply;
2. Internal energy market – improvement of connected infrastructure and a fully implemented Third
Liberalisation Package to strengthen competition in the electricity and gas markets;
3. Energy efficiency – closely linked to energy security is the need to moderate energy demand to
achieve at least a 30% energy efficiency target for 2030, as suggested by Juncker;
4. Climate action – As part of the 2030 framework, Member States have already agreed to reduce
domestic greenhouse gas emissions by at least 40% below the 1990 level by 2030. Under the
Energy Union, the hope is to also achieve an 80% reduction by 2050, and
5. Research and innovation – R&D is necessary to develop new technologies that would help the EU
achieve the 2030 target, as well as sustain its economies and competitiveness.
In order to understand where each Member State stands regarding the five dimensions of the Energy
Union, the European Commission published so-called Country factsheets. These factsheets use a set of
comparable indicators in order to ensure coherence and consistency across the 28 Member States’
performance. Each factsheet has been validated by the respective Member State concerned and
contributed to the Commission's identification of a number of policy conclusions across the five
dimensions of the Energy Union.
As environmental NGOs, we have carried out an assessment of the Country factsheets among our
network of members and national experts for their country. We used a traffic light approach to assess
the analysis done by the European Commission with
GREEN: You fully agree with the analysis of the EU Commission
YELLOW: You partly agree with the EU Commission’s analysis but there is scope for improvement
RED: You disagree with the EU Commission's analysis. There is significant need for improvement
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On the basis of this analysis, we’ve developed recommendations that would make the Energy Union
consistent with this trajectory to a sustainable and low-carbon society by stimulating investor certainty
and innovation, and creating new jobs.
We conclude that the current Country factsheets show an urgent need for better quality of the
information provided and more structural stakeholder involvement in order to ensure a comprehensive
assessment of the situation in each Member State.

Stimulate low-carbon solutions and a cost-efficient energy transition after Paris
Climate change and low-carbon transition are among the biggest risks to economic stability. Structural
reforms are urgently needed to mainstream low-carbon economy and a cost-efficient energy transition
at a “whole economy” scale. Such a whole economy approach could build confidence among investors,
the public and internationally in the EU’s commitment to deliver the low-carbon transition after Paris.
However, the current 2030 climate and energy targets were agreed before the Paris Agreement was
adopted. The Paris Agreement puts a new imperative on our policies and economies by obliging Parties
to aim for climate neutrality in the second half of this century. The EU and its Member States committed
to limiting global temperature rise “to well below 2 °C above pre-industrial levels and to pursue efforts
to limit the temperature increase to 1.5 °C above pre-industrial levels, recognizing that this would
significantly reduce the risks and impacts of climate change” and “Making finance flows consistent with
a pathway towards low greenhouse gas emissions and climate-resilient development” (Article 2) and with
this avoid high mitigation costs. This implies a wider focus, manifesting a need to address how to deliver
the kind of whole economy societal transformation that will be necessary to achieve decarbonisation.
According to the latest UNEP Emissions Gap Report, even to keep temperature rise below 2°C, let alone
1.5°C, all countries will need to reduce their 2030 emission levels, after fully implementing their Paris
pledge, by another 25%. Hence, the EU 2030 climate and energy targets need to be adapted. In order to
do this, the EU and Member States need the most adequate information in order to allow for high quality
planning and reporting processes in the context of the Energy Union.
Therefore, if the Country factsheets should become a future Energy Union policy tool, they would need
substantial improvement and more stakeholder consultation to provide high quality information. The
Country factsheets should function as an alert mechanism for early action and thus complement the
National Energy and Climate Plans (NECPs). They should help the EU Commission and Member States to
identify and prevent potential climate and energy-related policy shortfalls early on, and correct those
that are already in place. When the EU Commission identifies difficulties, it should automatically trigger
a response from the Commission.

Make best use of the interlinkage between Energy Union and European Semester
The need for urgent transformation identified in this report opens a promising window of opportunity to
build on a close interlinkage between the European Semester1 as the main governance instrument for
1

Today the European Semester is the key governance instrument of the EU’s Economic and Monetary Union. As a governance
tool, it has been advanced significantly since 2010, and includes an annual cycle of fixed planning and reporting processes
between the EU Commission and Member States. Today, the European Semester enforces the Stability and Growth Pact and
the macroeconomic performance of EU Member States and is the only venue to govern the EU´s climate and energy policy
until 2020 - and possibly beyond 2020 in form of the Sustainable Development Goals (SDGs).
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the Economic and Monetary Union and Europe 20202 and the Energy Union. Engaging Finance Ministers
in this debate will help to avoid an institutionalised disconnection between climate/energy policies and
the main economic and social EU governance, which might result in frequent conflicts between the two
mechanisms in terms of policy coherence. Finance Ministers need to understand that a continuing failure
to rebalance environmental / climate and economic goals, and giving priority to austerity or nonsustainable growth, undermines delivery on the climate/energy targets.
The European Semester was and remains directed at Finance Ministers. Energy Ministers, responsible for
Energy Union, do not control the purse strings. Therefore, it may become harder to ensure enhanced
public investment in decarbonisation and energy transition. Overall, this change heightens
macroeconomic risk, especially after the Paris Agreement. Put another way, by holding the fiscal keys to
unlock structural imbalances, by marshalling investment, and by directing public finance, Finance
Ministers play a vital role in Member States not meeting key climate and energy goals. In fact, without
the active engagement of the Finance Ministry, it will be difficult – if not impossible – for the Member
State to get back on track and to ensure investor certainty as a key priority for the Energy Union.
GBE believes the Commission is progressing towards this wider energy and climate perspective. In May
2016, four Member States – Belgium, Czech Republic, Poland and the UK - were given energy-related
Country-Specific Recommendations of 2016 (CSRs) by the Commission.3 This is an acknowledgment by
the Commission of the need to use the Semester to engage Finance Ministries. To meet the climate
challenge, this work must be built upon to ensure implementation of the Paris Agreement.
We therefore welcome that the EU Commission in its Energy Union governance proposals published in
November 2016 (COM/2016/759) explicitly mentions that “where energy and climate specific policy
issues have macroeconomic or structural reform relevance, they should still be part of the European
Semester” (p. 4), and “Member States should ensure that integrated national energy and climate plans
take into consideration the latest country-specific recommendations issued in the context of the
European Semester” (p. 20). We also invite the EU Commission to make best use of this option.

Use opportunity: Environmental Fiscal Reform
Although the Energy Union will cover energy prices, especially consumer prices, environmental taxation,
tax shift and fossil fuel subsidies are completely missing. Environmental Fiscal Reform is commonly
understood as a package of measures combining an increase of taxes on energy or natural resources, the
elimination of environmentally harmful subsidies and targeted government spending towards
environmental sustainability with a revenue-redistribution component to protect and/or enhance social

For an assessment of the 2016 Country Reports see: Green Budget Europe (2016). From Challenge to Opportunity: Assessment
of Country Reports and proposals for Country-Specific Recommendations in support of the European Semester Cycle.
Download.
2

Green Budget Europe (2016). The effectiveness of the European Semester from a Governance Perspective. Download.
Belgium is asked to address shortfalls in “energy generation”. Czech Republic requested to “reduce regulatory and
administrative barriers to investment, notably in transport and energy”. Poland is urged to “remove obstacles to investment in
transport, construction and energy infrastructure”. The UK is urged to “address shortfalls in network infrastructure investment,
including by delivering the priorities of the National Infrastructure Plan” (with the UK’s infrastructure programme covering
renewables and wider energy issues along with infrastructure).
3
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equity. Social security contributions or labour taxes that are considered to have a particularly negative
effect on growth and employment can be lowered.
To further this, national Environmental Fiscal Reforms (EFR) should be accelerated via the European
Semester; and Member States’ national public spending and investment plans should be checked against
their delivery on sustainable development. A win-win also for the Energy Union.

Bring the Energy Union closer to citizens and create active stakeholder involvement
If the EU wants to retain its credibility as a global leader on climate and energy, it needs to be able to
spur compliance with its energy and climate targets. It can't have a cohort of underperforming member
states compromising the efforts of the countries making genuine progress on climate and energy. This
needs complete and accurate data for decision-making, and access to information for all stakeholders.
A meaningful and structured stakeholder involvement at all levels of planning and reporting is crucial for
the success of the transition. Stakeholders can be defined as climate/energy experts, organisations and
people that are directly affected by the relevant policies as well as organisations and people that have an
impact on the relevant decision-making. Existing good practice of different stakeholder bodies, i.e. expert
groups, civil society alliances etc., show that their expertise can serve not only for the plan- and policymaking process but also, critically, in monitoring and evaluating progress towards achieving the
objectives of the plans. This facilitates the development of a shared consensus and ownership by
providing independent expertise. It remains to be seen to what extent the EU Commission will take Article
192 and 194 of the Treaty on the Functioning of the European Union (TFEU) seriously in integrating a
dialogue with the stakeholder community into the Energy Union discussions.
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Energy Union recommendations

ENERGY UNION
RECOMMENDATIONS

Belgium
Belgium

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“The energy trade balance deficit of Belgium represents 3.9% of GDP in
2014, which is more than 50% higher than the EU average.”

Recommendations:
The strong dependency of Belgium on imports of oil and natural gas are
an additional reason for the country to invest in local renewable energy.
As well as improving the environmental, climate and energy targets, it
will improve Belgium’s trade balance and economy.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
No mention of Belgium’s insecurity resulting from the extension of the
lifespan of the oldest nuclear power plants.

Recommendations:
In recent years, many of the (in total) seven nuclear reactors (divided
between the power plants of Doel and Tihange) have shown deficiencies,
and were repeatedly stopped for maintenance and repair. Moreover, in
2016, the final decision was taken to repeal the planned closure of the
two oldest reactors, which can now stay open until 2025 instead of 2015
(1). In the short term, new temporary (or permanent) shutdowns may
jeopardise Belgium’s energy security. In the medium term, the
uncertainty about the future of nuclear energy in the country remains a
barrier for all energy investments, including renewables.

Sources:
De Redaktie.be (2016). Doel 1 en 2 blijven nu zeker 10 jaar langer
open. Article from June 2016. In Dutch.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
“In Belgium the contribution of the energy items to the headline inflation
rate has been negative since 2013.”
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Recommendations:
An inversion of the observation made for the beginning of 2013 is to be
expected for electricity for households, as the price excl. VAT for an
average household (3.5 MWh/y) increased by 34% between September
2013 and September 2016 (2). About half of the increase is due to new
taxes. On top of that, the early withdrawal of the temporary VAT rate
reduction from 21% to 6% for households may add to the inflationary
effect on households’ electricity bills.

Sources:
Bachus, K. (2016), Vergroening van het belastingstelsel in
Vlaanderen. Greening of the tax system in Flanders, research report,
VMM-MIRA. In Dutch.

Analysis:
“In Belgium, the percentage of households with potential fuel poverty
issues is below EU-average. The number of customers benefiting from
social tariffs remained stable compared to 2011 (400,000 for electricity
and 230,000 for gas).”

Recommendations:
In the years 2014 and 2015 the fuel poverty indicators equally have
remained stable or decreased (= improved) slightly. However, between
May 2016 and October 2016, the indicators once again turned red (3).
The sharp increase in the price for electricity for households (except
protected households) may have caused the turnaround, together with
other budgetary measures by the government.

Sources:
Vreg – Flemish regulator of the electricity and gas market. Flemish
energy market statistics (November 2016). In Dutch.

Analysis:
“Domestic retail prices for electricity are above the EU average and
domestic gas prices are only slightly above the EU. As far as electricity is
concerned, the average price in Belgium has been following the average
price in the neighbouring countries since 2013.”

Recommendations:
In 2016, electricity prices for households in the Flemish Region increased
sharply, mainly due to the “Increased Contribution Energy Fund”, a new
levy that was introduced to compensate for the oversubsidisation of
green certificates for photovoltaic solar panels and CHP in the period
2006–2014 (4). Due to the degressive tax rates, households pay more
(per MWh) than companies; large (high-voltage) consumers are exempt.
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Sources:
Bachus, K. (2016), Vergroening van het belastingstelsel in
Vlaanderen. Greening of the tax system in Flanders, research report,
VMM-MIRA. In Dutch.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“The specific energy intensity of passenger cars remained stable. The
specific energy intensity for freight transport increased consistently
between 2000–2010 (by 34%), showing a deteriorating trend.”

Recommendations:
Measures to improve the energy efficiency of the transport sector have
been scarce, and the number of vehicles and kilometres driven is still
rising every year (5). A system of road charging for trucks was introduced
on 1 April 2016. In order to reduce energy use by transport, Belgium
should extend this system to all vehicles, including passenger cars.

Sources:
Federal Planning Bureau, Belgium. Transport Databases.

Analysis:
“If the trend in primary energy consumption observed in the period
2005-2013 continues up to 2020, Belgium will be at risk of not meeting
its national target.”

Recommendations:
In 2014 there was a small decrease of both primary and final energy
consumption in Belgium (6). However, the structural improvement of
energy efficiency is too limited, and the risk of not meeting the national
target is considerable. Many measures have been taken by the federal
and the three regional governments, as shown in the National Action
Plan for Energy Efficiency 2014–2016, but the effectiveness of the
measures is uncertain.

Sources:
Belgian Federal Government (2016). ENERGIEOBSERVATORIUM
Kerncijfers 2014. Energy Observatory Key Figures 2014. Publication
of the Federal Public Service Economy. In Dutch.
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DECARBONISATION OF THE ECONOMY
Analysis:
“The absence of an agreement between the federal and regional
authorities on the distribution of the effort needed to reduce emissions
hinders more affirmative action.”
“However, In the absence of an agreement between the federal and
regional authorities, these revenues cannot be used to finance climate
change mitigation action.”

Recommendations:
The agreement between the federal government and the three regional
governments on the internal burden sharing for the period 2013–2020
was reached on 4 December 2015 (7). As a result, all actors now know
what their (non-ETS) targets are, and the revenues from the auctioning
can now be used.

Sources:
The Belgian federal website for reliable information on climate
change. In Dutch.

Analysis:
“There is furthermore ample scope to shift the tax burden away from
labour towards more growth friendly taxes, including environmental
taxes. Flanders is working (2016) on an adjustment of the BIV (a tax for
new cars) and road tax in order to green the car park. Belgium's revenues
from environmentally related taxes are among the lowest in the EU. In
particular, the favourable tax treatment of company cars in personal
income taxation entails a considerable budgetary cost and encourages
the use of cars, which creates harmful environmental and economic
effects in terms of congestion costs and pollution.”

Recommendations:
The federal government is currently implementing a tax shift (2015–
2018) from labour to other tax bases. Diesel will be taxed more heavily,
but petrol taxes will go down. The greening effect of the tax shift is very
limited. Because the generous tax treatment of company cars was not
reformed, the tax shift can be seen as a missed opportunity (8).
The BIV mentioned above was reformed in 2012 and 2015, with more
emphasis on environmental performance. The same type of green
reform was applied to the annual circulation tax in 2016. Moreover, a
system of road pricing was introduced for trucks in April 2016. In order
to reduce energy use by transport and increase its use of environmental
taxation, Belgium should extend this system to all vehicles, including
passenger cars.
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Sources:
Bachus, K. (2016), Vergroening van het belastingstelsel in
Vlaanderen (Greening of the tax system in Flanders), research report,
VMM-MIRA. In Dutch.

Analysis:
“The renewables share in final energy consumption reached 8% in 2013,
thus Belgium had already exceeded its 2013/14 interim targets as set out
in the Renewable Energy Directive. However, additional progress is still
needed to reach the 2020 target.”

Recommendations:
The EC rightly warned Belgium to be cautious. The growth has slowed
down since 2012, which is mainly due to the stagnation of solar energy
production (9), caused by the abolition of the (overly) generous green
certificate subsidy schemes. Moreover, plans for a couple of large
biomass power plants have recently been dumped or are in review, and
there is no strategy yet to compensate for the renewables production
loss.

Sources:
Belgian Federal Government (2016). ENERGIEOBSERVATORIUM
Kerncijfers 2014. Energy Observatory Key Figures 2014. Publication
of the Federal Public Service Economy. In Dutch.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
“The federal government plans to establish an 'energy pact',
underpinned by a common energy vision with the regions, and through
consultation with stakeholders. The overarching goal of the pact would
be to guarantee the supply of clean and affordable energy for the next
20-25 years.”

Recommendations:
In the meantime, the common energy vision with the regions has
disappeared from the agenda (10). One area where a future vision is
urgently needed is the follow-up on the decision to phase out nuclear
power by 2025. Although the phase-out was decided in 2003, a clear and
coherent vision on how to compensate for the loss in production capacity
is still lacking. By now, it may already be too late to maintain the timing
by 2025, which was also the opinion of the International Energy Agency
in its 2016 review on the Belgian energy policy (11).
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Sources:
De Standaard (2016). Energy pact government-Michel comes too
late. Energiepact regering-Michel komt te laat. Article from May
2016. In Dutch.
International Energy Agency (2016), Energy Policies of IEA Countries.
Belgium, Paris.

Analysis:
“The federal Royal Decree on the Long Term Policy Vision on Sustainable
Development includes the policy vision objective to reduce Belgian GHG
emissions domestically by at least 80 to 95% in 2050 compared to 1990.”

Recommendations:
This vision is not a binding document, and developing such a vision
without the involvement of the regions, who have most of the
competences related to environment, transport and housing and part of
the energy competences, makes little sense.

CONTACT
University of Leuven (HIVA)
Kris Bachus – Research Manager
Parkstraat 47 box 5300 – 3000 Leuven, Belgium
kris.bachus@kuleuven.be
http://hiva.kuleuven.be/en/research/rg-sustainable-development/og-index
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Bulgaria
Bulgaria

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
Bulgaria showed a trade deficit in energy products of 5.8% of GDP in
2014, considerably higher than the EU average. This represents a modest
improvement from 2010, when the country reported a deficit of 5.9%.
The overall energy deficit is mainly driven by oil and gas, while the coal
deficit is close to zero and trade in electricity shows a surplus.

Recommendations:
Development of an RES sector (incl. smart-grids) would have at least two
positive results:
-

Decrease of import of primary fuels

-

Increase of local production of parts, elements, modules, etc. that
would create jobs, income and export opportunities.

-

Less air pollution in the hot spots near the coal power plants if they
decrease their total amount of electricity produced and it is
compensated by RES sources.

Sources:
Climate Coalition Bulgaria (April 2016), NGO letter to the Minister of
Energy regarding the needs of a new Energy strategy. In Bulgarian.

Analysis:
According to EurObserv'ER, in 2013, the share of direct and indirect
renewable energy-related employment in total employment in Bulgaria
was at about 0.2%, below the EU average of 0.53%.

Recommendations:
There is potential for roughly a doubling of employment in RES if the
sector is “opened” by the government.

The scientific (university) article about the RES situation in BG and its
future development. There are three main pillars in the RES industry that
generate employment: production of different types of RES
technologies, installation of the energy generation equipment/capacity,
and the maintenance of the operational assets. Administrative, legal and
financial consulting services are related to each of the three areas, but,
in most cases, they are of a one-off character and don’t come near to
accounting for the capital expenses, which are material with regard to
most of the RES projects. Unfortunately, Bulgaria has not managed to
benefit from the first employment generating pillar, which, actually,
generates the largest part of energy from RES.
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Sources:
Bulgarian Photovoltaic Association (BPVA) (2014), Preservation: “Is
there a development strategy for Bulgaria’s energy sector?” (in
English)
Anton Yordanov (2014), “Analysis of the Renewable Energy Concept
and Its Future in Bulgaria”. Economic Alternatives, Issue 2, 2014.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
Due to its domestic production of coal and nuclear electricity production,
Bulgaria has a below-EU average import dependency when all energy
products are considered together. However, Bulgaria imports all its
nuclear fuel and nearly all its petroleum products and natural gas.

Recommendations:
The EUROSTAT methodology should be improved to distinguish domestic
production and imported nuclear fuel. Thus the statistics for Bulgaria’s
energy dependence would be improved according to the real situation
but not according to the methodological presumptions.

Bulgaria should consider its energy imports more seriously in the
medium term because there is a huge potential for decreasing the total
percentage of GDP we currently pay to import fossil fuels, mostly from
Russia.

Sources:
Plamen Tzvetanov (2013), Energy Myths and Energy Policy; Institute
for Market Economy. “Енергийни митове и енергийна политика“
(25.01.2013) In Bulgarian.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
The interconnection capacity for electricity was 11% in 2014 for Bulgaria,
which is above the 2020 target. Implementing Projects of Common
Interests (PCIs) would mean that the target of 15% for 2030 could be
reached.

Recommendations:
Balkan governments need to start an official political conversation about
how to build an energy smart grid system within 5–10 years and how to
establish a political dialogue on these issues. We may use the lessons
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learnt from the gas connectors to continue and lead this dialog as it is
very much needed for RES development in the next decade.

Sources:
European Commission, Various documents from Central and South
Europe Gas Connectivity published on DG Energy website, 2016.

DECARBONISATION OF THE ECONOMY
Analysis:
With a renewable energy share of 19% in 2013, Bulgaria is already above
its 2020 renewable energy target.

Recommendations:
Bulgaria has to provide correct data for its renewable energy target. See
comment (*) below.
Sources:

Complaint of the Climate Coalition to the EC regarding incorrect data
used by the NSI and MoE in the National Reports for progress of RES

Sources:
Climate Coalition Bulgaria (2016) Complaint of the Climate Coalition,
Bulgaria to the EC regarding incorrect data used by the NSI and
MoEW in the National Reports for progress of RES. In Bulgarian.

Analysis:
Energy- and transport-related taxes as a share of GDP reached 2.8% in
2012, which is higher than the EU average. This is largely due to a very
high share of transport fuel taxation, reaching 2.4% of GDP. Since 2007
the share of energy and transport taxes have declined in Bulgaria, though
the relative importance of the different components has remained
stable.

Recommendations:
In Bulgaria the only standard taxation is on transport fuel (excise and
VAT). The fuel tax, which previously went towards road rehabilitation,
was removed in 2003. There is no carbon taxation either. We think that
a comprehensive, climate-oriented and polluter-penalised taxation
system for the transport sector should be introduced soon in order to
facilitate the transition towards less- or non-polluting transport modes
and schemes.

Sources:
Eng. Jassen Ishev (2016) Roads of Bulgaria, Bulgarian Construction
Chamber and Stroitel Newspaper Ltd., paper edition. In Bulgarian.
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Analysis:
Due to the large proportion of coal/lignite in the electricity mix, more
than half of Bulgaria's emissions are in the ETS sector.
Bulgaria has the highest carbon intensity of all the EU economies.
In 2014, Bulgaria's revenues from the auctioning of ETS allowances
amounted to EUR 36.4 million. This amount was used to partially cover
the deficit arising from the renewable surcharge.

Recommendations:
Bulgaria totally neglected recommendations to use ETS revenues for
climate-friendly purposes. All the money now goes to cover the deficit of
the National Electric Company. This deficit is much less caused by the
renewable surcharge, but by Belene NPP, Chaira Dam and long-term
contracts with the lignite TPPs. The EC should work with Bulgaria in order
to ensure that ETS money is going for green and climate-friendly projects
only.

Sources:
Various analyses and position papers of Climate Coalition of Bulgaria,
Za Zemiata and Greenpeace – Bulgaria.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
Bulgaria lags behind EU average and main trading partners on indicators
related to research and innovation in the field of sustainable energy and
low-carbon developments. ... One can also notice the absence of
Bulgarian energy firms among the top EU firms according to investment
levels in R&D.

Recommendations:
Though there are strategic papers that envisage scientific input to lowcarbon energy and economy, there is no link between them and
financing instruments. The OP Science and Education for Smart Growth
is the only operational programme that has 0% money for climaterelated policies. This should be changed already during the mid-term
review in 2018.

Sources:
OP Science and Education for Smart Growth (2015). In Bulgarian.
National Strategy for Scientific Research of Bulgaria (2016). In
Bulgarian.
Innovative Strategy for Intelligent Specialization of Bulgaria (2014).
In Bulgarian.
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POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
No comprehensive medium- to long-term strategy post-2020.
Bulgaria has an Energy Strategy until 2020. There are on-going
discussions on a new energy strategy for 1) immediate term – next three
years; 2) medium to long term – until 2030; and 3) long term – for 2050.
Publication in 2012 of a Third National Action Plan on Climate Change for
the period 2013–2020. Bulgaria intends to develop a national low-carbon
development strategy after finalising its new Energy Strategy.

Recommendations:
Bulgaria has to develop, agree on and follow a comprehensive Energy
and Climate strategy until 2030. It should replace the current one and
also should include some goals for 2050.

Sources:
Climate Coalition Bulgaria (April 2016), NGO letter to the Minister of
Energy regarding the needs of a new Energy strategy. In Bulgarian.
Third National Action Plan for Climate (2013–2020). In Bulgarian.

COHESION POLICY CONTRIBUTION
Analysis:
Decarbonisation: Overall, the EU Cohesion Policy investments in Bulgaria
over 2014–2020 are expected to contribute to an estimated annual
decrease of GHG of around 198 000 tonnes of CO2 eq.

Recommendations:
There is no basis for these expectations. Moreover Bulgaria’s data about
climate-related investments in all Operational Programmes and
Partnership Agreements is greatly overestimated. At the same time,
options for better support of climate policy measures are missing. There
is a need for a much more comprehensive approach, which includes
indicators, measurements, verifications and reporting on climate goals,
based on EU Cohesion policy contribution.

Sources:
Petko Kovachev, (2015), Inclusion of Climate change policy in the
Partnership Agreement and OPs (2014 – 2020), report, Zelenika
Foundation, April 2015. In Bulgarian.
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Analysis:
Internal energy market: Over the period 2014–2020, EU Cohesion Policy
will invest some EUR 38 million in smart energy storage and transmission
systems in Bulgaria.

Energy efficiency: Over the period 2014–2020, EU Cohesion Policy will
invest some EUR 471 million in energy efficiency improvements in public
and residential buildings and in SMEs in Bulgaria. A further estimated
EUR 1 174 million will be invested in supporting the move towards an
energy-efficient, decarbonised transport sector. These investments are
expected to contribute to around 12,900 households with improved
energy consumption classification and a decrease of around 140 645 000
kWh per year of decreased primary energy consumption of public
buildings, as well as to around 190 km of reconstructed or upgraded
railway lines.

Research, Innovation and Competitiveness: Over the period 2014–2020,
EU Cohesion Policy will invest significantly in R&I and in SME
competitiveness in Bulgaria. This will be based on the national strategy
for smart specialisation. For Bulgaria, the Strategy includes a focus on
assisting clean technologies, including energy preservation and Ecomobility. At this stage, at least EUR 58 million is foreseen for investments
in R&I and adoption of low-carbon technologies in Bulgaria, but this
might increase further in line with the evolving content of the smart
specialisation strategy.

Recommendations:
Although most of the mentioned investments are mentioned in different
OPs (OP TTI, OP Regions in Growth, etc.), there is no verification of how
the climate impact would be measured. Again there is a need to develop
an effective mechanism for monitoring and measurement of results of
EU funding on climate. Such a mechanism should be used in all cycles
from planning to verification and reporting.

Sources:
Petko Kovachev, (2015), Inclusion of Climate change policy in the
Partnership Agreement and OPs (2014 – 2020), report, Zelenika
Foundation, April 2015. In Bulgarian.
Petko Kovachev, Dragomir Konstantinov and Georgi Stefanov (2016),
Analysis of Climate Coalition of Bulgaria: Financing Climate by EU
funds, report. In Bulgarian.
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FURTHER COMMENTS
* There is a significant discrepancy in the data for the official RES
reporting periods. Both national RES reports (2011 and 2013), include
data which cannot be explained by statistical error, nor with additional
information received since they have been prepared. Thus, the First
National Report (p. 43) indicates that for 2010 timber was produced and
marketed from 3,305 million m3, while in the Second National Report (p.
72) it stated an amount of 7,961,150 m3 for 2012. The quantity doubled,
which artificially increased the share of the production of
electricity/energy from biomass in order to obtain a greater share of
production from RES in the final score.
Based on the incorrect data, the Second National RES report states that
Bulgaria had fulfilled its mandatory national target of 16% share of
energy from renewable sources in gross final consumption of energy
already in 2012. As a result, pursuant to art. 18, para 2, the RES Act
ceased promoting the production of electricity from renewable sources.

CONTACT
Green Policy Institute
Petko Kovachev – Executive director
Evlogi i Hristo Georgievi str., No 93, 1 floor, app. 1 – Sofia, Bulgaria
gpibulgaria@gmail.com
T: (+359) 899 444 374
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Croatia
Croatia

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“Croatia's energy trade deficit is significantly larger than that of the EU28
average and it increased slightly between 2006 and 2014. The largest
component remains the oil trade deficit; however the gas trade deficit
also increased over that period. In spite of the growing energy trade
deficit, the country's current account has turned from a deficit of almost
7% to a small surplus of about 1% in 2014 following a sharp import
contraction.”

Recommendations:
Local energy production in Croatia could be increased through allowing
the RES quotas for new capacities.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
“The energy mix of Croatia is slightly different than the EU28 average,
with a lower share of solid fuels and a higher share of petroleum, gases
and renewables.”

Recommendations:
Electricity generation capacity in Croatia is 4205.7 MW installed, 2186
MW is in hydro (50 % of installed capacities which requires reserve
capacity during the summer period when water level is low) (1). The
importance of hydro power plants could be noted in the text.

Sources:
Pašičko R., Stanić S., Debrecin, N. (2010), Modelling sustainable
development scenarios of Croatian power system, Journal of
Electrical Engineering.
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A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
“Competition in Croatia’s energy market is still very limited. There is
currently no commodity exchange or gas hub. Wholesale gas trading is
based on bilateral contracts.”
“Market concentration index for power generation (Herfindahl index –
8568/10000 close to monopoly)” (p. 3)

Recommendations:
We could agree that the current situation in Croatia is close to a
monopoly. For example, in electric energy distribution and supply, HEP
(state-owned company) still holds more than 85% of the total market,
while private companies have low shares – RWE 6%, PROENERGY 3% etc.
(2).

Sources:
Lider magazine, Exchange of electricity, March 2016. In Croatian.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“Even if HR’s current primary energy consumption (7.3 Mtoe in 2012) is
below its 2020 target, additional efforts regarding energy efficiency are
needed to keep the primary energy consumption at this level or to
minimise its increase if the GDP increases again during the next six year
period” (p. 5).

Recommendations:
In terms of energy consumption, the total consumption in 2014 was 16.9
TWh, which represents 2.6% less energy compared to 2013 and the
continuation of a decreasing trend over 5 years (3).
Additionally, Croatia has made significant efforts in promoting EE and
RES. The National Fund for Environment Protection and Energy Efficiency
has already been taking an active approach in funding small-scale
household programmes for EE and RES for several years. Types of
projects financed by the Fund are co-financing of energy audits, house
insulation (including windows replacement), RES application (PV, solar
water heating panels, biomass, etc.) and, from the beginning of 2015,
also the purchase of new energy efficient home appliances (4).

Sources:
Yearly report of the Croatian National Energy Regulation agency
(2015).
Yearly report of the Fund for Environment Protection and Energy
Efficiency (2015).
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DECARBONISATION OF THE ECONOMY
Analysis:
A/ “Croatia decreased its emissions by 14% between 2005 and 2014
(based on 2014 approximated data). According to its 2015 projections,
Croatia is expected to reach its 2020 target with a 20% margin as
compared to 2005” (p. 7).
B/ “With a renewable energy share of 18% in 2013, Croatia is on track to
reach its 20% target in 2020” (p. 8).

Recommendations:
A/ Targets are to be met by pure coincidence and market conditions, not
by a strategic approach. The national strategy predicted an increase in
GHGs for 16.88 so the new strategy should consider the lessons learned
in the period after 2009 (5).
B/ The RES share could be significantly higher, but due to low or nonexisting quotas the investments are blocked and close to non-existent. A
new strategy should indeed predict the development of a strategy which
could enable reaching targets beyond the minimum.
Considering the fact that yearly quotas for small RES plants are set at
12MW per year and by 9 January 2014 (only 8 days from the opening of
the tender) 2079 single bids were submitted with a total of 87 991.36 kW
proposed capacities (6).

Sources:
Croatian National Energy Strategy (2009).
HROTE, quotas and solar powerplants article (2014).

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
“Croatia has a very low public support share allocated to research and
innovation in the field of energy and environment. In terms of intensity
of low-carbon technologies patents, Croatia is much behind the EU
average and main worldwide partners” (p. 9).

Recommendations:
Croatia should give stronger emphasis to R&D in general. Outdated and
scattered R&D equipment and underdeveloped infrastructure in the
public and private R&D sector does not permit research to be carried out
according to international standards, thus hindering the quality of
research outputs, results and impacts, making Croatia less competitive
compared to the EU average (7).
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Sources:
Operational Programme For Competitiveness and Cohesion (2014).

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
A/ “Croatia has not yet established a medium- to long-term climate and
energy strategy for the post-2020 period. The Energy Strategy, adopted
by Croatia in 2009, includes both energy and climate-related objectives
and covers the period up to 2020.”
B/ “A comprehensive Low Carbon Development Strategy for the period
until 2030, with a view to 2050, is planned to be adopted in 2015. The
strategy is expected to set targets and measures necessary to achieve
medium-to long-term energy- and climate-related objectives” (p. 10).

Recommendations:
Croatia should indeed develop a new energy strategy which will reflect
the current trends, market, economy and available technology. Once all
the contracted RE sources enter in the energy grid (total of 92,024 MW
operational and/or already contracted) Croatia will have already
achieved its initial plan for 2020 (688 MW) and overachieved it by 232.24
MW or 33% (8).

Sources:
Current agreements for REAS with HROTE - (Croatian Energy Market
Operator).

COHESION POLICY CONTRIBUTION
Analysis:
“The EU Cohesion policy provides for important investment possibilities
to implement energy policy objectives in Croatia which will be
complemented by national public and private co-financing, aiming at
optimal leverage” (p. 11).

Recommendations:
Under the priority axis 4, 12.3% of total financing from ERDF will be
allocated to investment priorities 4b, 4c and 4d and this complies with
the allocation requirement for allocating at least 12% of funds to
thematic objective 4 (for less developed regions) with a total allocation
of EUR 531 810 805.55. However, investments into smart distribution
systems are highly underfunded as reported in the initial analysis of the
current Croatian Energy system. The Croatian market demand for new
RES requires investments in distribution and transmission upgrade in
order for the new capacities to be connected to the grid (9).
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Sources:
Operational Programme For Competitiveness and Cohesion (2014).

CONTACT
Galović consulting ltd.
Marijan Galović, researcher
Plomin 93, Plomin, Croatia
E-Mail: galovic.consult@gmail.com
T: +385 98 849 982
website: www.galovic-savjetovanje.hr
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Cyprus
Cyprus

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“The almost full dependence on imported oil products translates into
one of the largest energy trade deficits in the EU in GDP terms. The large
deficit has even increased a bit over the period under consideration and
hence it has continued contributing to a relatively large current account
deficit. This picture is likely to change radically in the medium term when
the energy sector will succeed in being sourced from its domestic natural
gas supply.”

Recommendations:
Cyprus is vulnerable to macroeconomic shocks because of the large
amount of its energy imports (1). It is therefore crucial for the country,
apart from using indigenous natural gas, to diversify its energy mix
through the accelerated deployment of renewable energy sources
(mainly solar powered) and to greatly improve its energy efficiency.

Sources:
European Commission (2016). Country Report Cyprus 2016,
Document SWD (2016) 120 final, Brussels, April 2016.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
“The energy mix of Cyprus differs totally from the one of the EU-28,
energy generation in Cyprus being almost exclusively from petroleum
end products. The recent discovery of natural gas in the EEZ of Cyprus is
expected to significantly change the energy situation of Cyprus; from
exclusive energy importer to exporter. In the meantime, renewable
energy could play a vital role in security of supply and should be
promoted in line with its high potential.”

Recommendations:
Cyprus has to pursue an ambitious plan to deploy renewable energy
sources. This has been shown to be technically feasible and economically
beneficial (2, 3). This will reduce its current very high dependence on oil
products. Removing environmentally harmful subsidies for fossil fuel
power generation and introducing environmental taxes can greatly
contribute to this target.

Sources:
IRENA (International Renewable Energy Agency), 2015. Renewable
Energy Roadmap for the Republic of Cyprus, January.
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Zachariadis T. and Hadjikyriakou C. (2016). Social Costs and Benefits
of Renewable Electricity Generation in Cyprus. SpringerNature, doi:
10.1007/978-3-319-31535-5.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
“The interconnection capacity for electricity was 0% in 2014 for Cyprus.
A future subsea cable project is in the feasibility phase. The
concentration of the power generation market is very high in Cyprus. No
wholesale market is currently operating. The full liberalisation of the
electricity market was legally put in force on 1st January 2014, but it has
not yet been implemented in practice, as EAC, a state owned enterprise,
is currently the sole supplier and virtually the sole producer.
In 2014 electricity retail prices were still recorded as second highest in
the EU for medium-sized industries and 5th highest for households,
mainly due to high generation and supply costs, but also to VAT.
The almost complete dependency on imported oil products also implies
a bigger impact of changes in the world oil prices on domestic inflation.”

Recommendations:
Electricity interconnection is crucial for securing the energy security of
the country (4). Because of high investment costs, efforts should be
made to secure funding for interconnection projects.
Energy poverty needs to be addressed through targeted assistance to
low-income households to proceed with energy refurbishment of their
residences and employ smart meters that might help consumers become
aware of their energy consumption patterns and the associated costs (5).

Sources:
IRENA (International Renewable Energy Agency), 2015. Renewable
Energy Roadmap for the Republic of Cyprus, January.
SmartPV project (2016). Smart net metering for promotion and costefficient grid integration of PV technology in Cyprus, report cofinanced by the LIFE+ programme.
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ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“Even if Cyprus’ current primary energy consumption is in line with its
2020 target, additional efforts are needed to keep it at this level or to
minimise its increase if the GDP increases again during the next five year
period. Primary energy intensity has decreased from 2005, at a slightly
faster rate than EU average. Freight and passenger transport is
completely based on road, as there is no rail infrastructure.”

Recommendations:
Primary energy savings foreseen in the National Energy Efficiency Action
Plan are mainly expected to come from the introduction of natural gas in
power generation (6). These savings may not be attained, however, if
natural gas is not used in the country by 2020 – which is the most likely
development at the time of this writing. Therefore, a stronger effort for
energy efficiency improvements in end-use sectors is required. Both
transport and buildings present large potential for energy efficiency
improvement. Financial incentives and the introduction of a gradually
increasing carbon tax can contribute decisively to achieving national
targets, especially for the post-2020 period (7).

Sources:
MECIT (Ministry of Energy, Commerce, Industry and Tourism of the
Republic of Cyprus) (2014). 3rd National Energy Efficiency Action
Plan, April.
Zachariadis T. (2015). How Can Cyprus Meet Its Energy and Climate
Policy Commitments? The Importance of a Carbon Tax. Cyprus
Economic Policy Review, Vol. 9, No. 2, pp. 3–20.

DECARBONISATION OF THE ECONOMY
Analysis:
“Cyprus will overachieve its greenhouse gas emission reduction target
for 2020 by a wide margin. Cyprus is on track to reach its 13% renewable
energy target in 2020. Over the period Cyprus' GDP share of energy and
transport taxes has fallen, but remains above the stable EU average.”

Recommendations:
Decarbonisation of the Cypriot economy is a very serious challenge for
the coming 15 years. Although it is correct that the 2020 greenhouse gas
reduction and renewable energy penetration targets are likely to be met,
this is primarily due to the economic downturn of 2013–2015, which has
driven down total energy demand and carbon emissions. Emission
reductions to which Cyprus has committed for 2030, especially for nonETS sectors, are very difficult to achieve.
The introduction of a carbon tax can play an extremely important role in
order to enable energy and greenhouse gas emission savings. Such a tax
can help the country achieve its 2030 environmental commitments (8).
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Sources:
Zachariadis T. (2015). How Can Cyprus Meet Its Energy and Climate
Policy Commitments? The Importance of a Carbon Tax. Cyprus
Economic Policy Review, Vol. 9, No. 2, pp. 3–20.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
“Cyprus shows very low levels in terms of public support share allocated
to research and innovation in the field of energy and environment. Due
to its peculiar energy mix, energy prices in Cyprus are dependent of oil
product prices. This can partly explain why Cyprus has the highest
electricity prices paid by industrial users in the EU, as well as higher prices
than international competitors.”

Recommendations:
National expenditures on research and innovation account for less than
0.5% of Cypriot GDP, thus the country is second last in the EU in terms of
research expenditures (9). This affects energy-related research as well.
More targeted national research funds are needed. This has started to
be realised, since research funds are now allocated on the basis of the
priorities of the national Smart Specialisation Strategy, which has put
energy as one of the top priorities for the country.
Energy competitiveness issues are associated with high electricity costs
due to the dependence on electricity generated using imported oil
products (10). Accelerated deployment of renewable (mainly solar)
power generation can play an important role to mitigate high energy
costs of firms.

Sources:
Eurostat (2016). Statistics Explained – R&D expenditure; data
extracted in October 2016.
Eurostat (2016). Electricity Price Statistics; data extracted in May
2016.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
“Cyprus has not yet finalised a comprehensive post-2020 climate and
energy strategy for the medium and long run. A national strategy for
renewable energy and energy efficiency for 2030 is being developed with
technical assistance. The electricity sector has a crucial role to play in the
long-term decarbonisation of the Cyprus economy.” There are currently
no targets in place for 2030 and beyond.
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Recommendations:
There is plenty of technical assistance provided by the European
Commission to the government of Cyprus on several aspects of its energy
system. However, no matter how comprehensive the renewable energy
and energy efficiency roadmaps are, the crucial question is how Cyprus
can decarbonise the economy. Although the electricity sector is
important, it has entered a stage of gradual decarbonisation. The
greatest challenge lies with non-ETS sectors, which are dominated by
passenger and freight transport: transport accounts for 50% of total nonETS greenhouse gas emissions and around 75% of non-ETS carbon
dioxide emissions (11).

Sources:
Department of Environment of the Republic of Cyprus (2016). The
Second Biennial Report of Cyprus under the UN Framework
Convention on Climate Change, Nicosia, February.

CONTACT
Cyprus University of Technology
Department of Environmental Science and Technology
Theodoros Zachariadis
t.zachariadis@cut.ac.cy
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Denmark
Denmark

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
[The Commission does not analyse the importance of the export of
energy technology from Denmark.]

Recommendations:
The export of energy technology is of notable importance to the Danish
economy. In 2015 it made up 11.4% of total Danish exports and
amounted to DKK 71,4 billion. Of the total exports of energy
technologies, 57.4% was green energy technologies.
The 2015 numbers do however show a decrease since the record high of
2014.
We suggest that closer attention should be payed to dynamics and
interactions between increasing political uncertainty on the green
agenda, and creation of enabling environments for development and
deployment of energy technologies with a focus on green technologies.
Elements of such an environment should be sufficient R&D funding and
national political commitment to developing the green technology
sector, including supportive framework conditions establishing a strong
home market with well documented technology performance as a solid
base for exports.

Sources:
DK Energy Agency & DK confederation of Industries (2015): DK
Energy technology Exports 2015. Eksport af energiteknologi 2015.
Report. In Danish.

Analysis:
“… value added from the energy sector in Denmark has fallen from 1.9%
in 2005 to 1.7% in 2012…. employment in the energy sector in Denmark
is lower than the EU average…. according to EurObserv’ER in 2013 the
share of direct and indirect renewable energy-related employment in
total employment in Denmark was 1.4% way over the EU average of
0.53%....”

Recommendations:
The value added and the employment in the Danish energy sector must
be assessed in the context of the energy intensity and the effectiveness
of the sector. Simply using too much energy or having too many persons
working with producing the needed energy is not efficient and should
not be portrayed as a quality in itself. Such a limited evaluation neglects
the overall and more positive picture, namely that
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Denmark is an energy-efficient and energy-cost-efficient country, not
needing a very expensive energy system. The decrease in both numbers
might also refer to the fact that the Danish oil and fossil gas resources in
the North Sea are declining.
The calculation of the share of direct and indirect renewable energyrelated employment indicates a much more comprehensive picture,
since the efficient Danish energy sector, and ambitious requirements and
targets trigger a lot of Danish jobs in the energy export sector.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
[The Commission only highlights the import dependency for oil and fossil
gas].

Recommendations:
Oil and fossil gas are world market products and furthermore the EU is
increasing its common solidarity systems. For some countries, this is very
important, and for other countries, like Denmark, other import
dependencies are higher on the political agenda.
Therefore, the Commission should in the future also highlight the import
dependency on electricity. Especially, since the growing grid connections
and the shift all over Europe from fossil fuels to fluctuating renewable
electricity production implies great shifts in electricity production
capacity and back-up (intraday) capacity.
This will be the future in the entire EU and it is certainly an important
policy discussion for countries to have. How much dependency on
imports of electricity can be politically accepted for a country? While this
is a political discussion the Commission should include the fact-based
electricity trade balance in all country assessments.

Analysis:
”Energy import dependency is negative for petroleum products showing
DK is a net exporter of these fossil fuels.”

Recommendations:
Denmark is currently in an advantageous position, being a net exporter
of energy. The domestic oil and gas production in the North Sea is of
great importance in this regard. However, after + 30 years of activities
the production is facing increasing marginal costs related to more
distributed and less easily accessible remaining resources.
Questions on economic and environmental long-term sustainability (i.e.
lock-in of high carbon investments) of any new investments should be
considered carefully, and an upfront and transparent strategic discussion
should be had on investments in more low-carbon substitution options
as the degree of North Sea production declines – this both applies to the
energy products themselves and to the need for sustainable alternatives
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to the large – although already rapidly declining – revenue base currently
provided for the state budget.

Sources:
DK Energy Agency (2015) Resources and Outlook. Ressourcer og
Prognoser. Report. In Danish.
DK Energy Agency. Updated analysis on economy and production to
be published on their website. In Danish.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
“DK is well integrated in the IEM as a part of the Nordpool area and has
high interconnection capacity”.

Recommendations:
However, it is also appropriate to point to remaining challenges with
bottlenecks on electricity transmission south of the Danish border
hampering the import/export capacity of electricity. This is especially a
problem for regions with a high share of renewables coming from wind
and solar productions. Grid connectivity, especially for electricity, is
strong in Denmark. But there are problems. One of the problems is that
even though Denmark is very well connected to Sleschwig-Holstein, the
connection does not continue all the way to the German area south of
Hamburg. This reduces the value for the EU of the interconnections from
Denmark, and reduces the Danish (Nordic) electricity prices, thus also
reducing the incentives for constructing new wind turbines in a very
wind-intensive member state – and increases the need for subsidies due
to the unnatural low electricity prices.
The Commission in this respect should take several more things into
consideration: one is the effect of poor grid connections in neighbouring
countries on the Danish RES electricity production. One more is the
striving to achieve more flexibility in use of the produced electricity in
Denmark, shifting transport fuels and heating fuels from fossil fuels to
ever more RES-based electricity. Another is to improve the conversion of
excess wind power into useable and easily stored energy forms, such as
hot water for the district heating sector.
The Commission might also decide that the effects could be improved by
focusing on the complementary national user side to establishing more
international grid connections.

Analysis:
The Commission states that the development of overall consumer prices
in Denmark has followed the EU average closely over the period.

Recommendations:
This is not the most interesting issue. Especially with electricity prices, it
is much more interesting to evaluate the price (and cost) trend for
different consumer groups in Denmark. This is because (energy and)
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electricity is taxed very differently in Denmark for industrial use and
private households.
Most Danish households are relatively energy efficient which means that
the costs for families are not a burden even though the prices including
taxes are rather high.
For industry, taxation is at the EU minimum level and these industries
face electricity prices below the EU average.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
The Commission evaluates the Danish energy efficiency policies as being
ambitious and beyond the EED requirements. Furthermore, Primary
energy intensity in Denmark has decreased for industry and for
households and is much lower than the EU average. The energy intensity
in Denmark is slightly below EU average in households per m2.

Recommendations:
The Danish energy efficiency target and especially the central instrument
to achieve energy savings, the Energy Companies Energy Savings
Obligations, has come under pressure in Denmark in 2015 and 2016.
There is a risk that the Danish energy savings will not fulfil the
requirements in the EED in the future because of political turbulence and
lack of political will to keep the pace.
The Danish EEO is based on voluntary agreements with four sectors,
electricity, gas, district heating and domestic heating oil. The voluntary
agreement leaves out about 17% of final energy supply – mainly biomass
and oil products for industry. The four types of energy companies
covered now refuse to cover the remaining 17%, leaving a gap.
Furthermore, more and more of the efforts for savings in energy covered
by the EEO is moved from final consumption savings to production saving
by adding heat pumps and large solar heat plants in district heating as
savings. This means that Denmark is very close to not being able to keep
its obligation to save final energy according to the requirements in the
EED.
Furthermore it should be noted that the recent political agreement to
scrap the so-called PSO-charge is expected to lead to an increase in
electricity consumption in the range of 9–10%, which will affect both the
climate mitigation and EE efforts.

Sources:
EA Energianalyse for IDA (2016). CO2 emissions in case of increased
electricy consumption. CO2-emmisioner ved øget elforbrug. Report.
In Danish.
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Analysis:
“The specific energy intensity of passenger cars remains above EUaverage.”

Recommendations:
We agree this is a very important point to address, as the unfortunate
trend is not being curbed, nor is it expected to be. A technically outdated
car taxation system in combination with vehicle efficiency improvements
(real and “on paper”) has decreased the purchase price of cars. Last
year’s reduction in taxation for the biggest and most expensive cars has
resulted in the fact that 2016 is on course to be the year in history where
most cars are sold in DK. Within the segments, larger and medium-sized
cars are growing, whereas the sales of electrical cars (both high end and
mass market) has declined rapidly since the agreement of phase-in of
registration tax for EVs at the end of 2015 (see full explanation in the
country report table).

Sources:
Danish car importers (2016). Website. In Danish.
Ministry of taxation (2015). Better fuel economy causes loss of
revenues – and cheaper cars. Report. In Danish.

Analysis:
The specific energy intensity on freight transport is high and increasing.

Recommendations:
Denmark is a small country with a very small portion of freight on rail or
inland waterways. It has always been stated that domestic freight on rail
is not profitable compared to trucks because of the short distances. But
it is controversial whether technological development means that freight
on rail can be profitable today, even though the distances from supplier
to recipient are less than 4–500 kilometres. In any case, almost all freight
transport is by trucks on the road. Compared to many other countries in
the EU, Denmark has a very diverse network, e.g. of smaller
supermarkets, gas stations, etc. So even though there is a lot of focus on
filling the trucks and the overall logistics of freight, and even though
Denmark does use LHVs, it is relatively energy intense. It should be noted
that the presence of many supermarkets in Denmark has effects
concerning energy efficiency in both directions. It means that the trucks
drive longer distances to distribute goods to the supermarkets, but the
customers drive fewer kilometres by car because the supermarkets are
closer to the living areas. Studies seems to conclude that a decentralised
shop structure gives the lowest total fuel consumption.
Implementing electric vans in the city centres of larger cities can help
minimise the energy intensity.

DECARBONISATION OF THE ECONOMY
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Analysis:
“Denmark will achieve its 2020 GHG reduction target and will achieve its
2020 RES target. Furthermore, Denmark has a very low carbon intensity
of the economy, about 40% lower than the EU average.”

Recommendations:
Unfortunately, the assessment is based on numbers and policies that do
not take into consideration the latest radical changes in Danish energy
policy.
Considering the dramatic changes with the present government,
removing the Danish national 40% GHG reduction target in 2020, the coal
phase-out target in 2030 and the 100% renewable target in 2035 for the
total electricity and heating sector, the Commission should extend the
evaluation into these two years.
Denmark will still achieve its EU target, due to not very ambitious EU
targets, but is likely not to achieve its own national targets anymore.

Analysis:
The Commission states that the per capita road transport emissions in
Denmark are among the highest in the EU.

Recommendations:
These estimates could be controversial. It is true that each car in
Denmark on average only transports 1.38 passengers – and many Danes
do not have access to nearby public transport. Also cars have
become relatively cheaper in recent years due to lack of political action.
This could lead to high per capita road transport emissions. On the other
hand, Denmark has a low rate of car-ownership and is one of the
European countries with the most energy-efficient new cars. The valuebased registration tax on cars is modified based on how efficient the car
is (based on NEDC). But the numbers in the regulation are fixed and have
not been adjusted according to the technological development and the
EU requirements for maximum CO2 emissions from new cars. Great
improvements have been made when looking at the test results for
new cars. Therefore, now almost all cars get a “green discount” on the
registration tax. At the same time, the real-life taxation on many leasingcars are close to zero. This consequence of this is that the numbers of
cars are growing rapidly and that new groups – like students – are now
increasingly becoming car owners.
A big increase in the number of ICE cars means that future CO2 emissions
are being “built in” to Denmark’s emissions from the transport
sector, making it harder to achieve the future non-ETS target in 2030.
When the new government took over in June 2015, it decided to shift the
focus from modernisation and improvement of the public transport to
new motorways. This might also lead to more private car driving and less
use of public transportation. But it is still unclear to what extent the
modernisation of the train system will continue, as this is decided in an

36 | P a g e
Energy Union

agreement between parties that still have the majority in Parliament,
although they do not include the present party in government.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
DK is slightly below EU-average regarding share of R&D funding in the
field of energy and environment (2013).

Recommendations:
It can be noted that public funding in the field of energy R&D
unfortunately has decreased significantly in recent years. It is of
paramount importance to bridge the “valley of death” between research
and demonstration/commercialisation. Therefore, it is with great
concern it should be noted that political commitment to funding for
development and demonstration in the field of energy technologies
programme) has been highly uncertain in recent years. This is despite
high co-financing requirements for participating companies, and
evaluations highlighting the significance of this area. For the EUDP
programme it has been evaluated that for every DKK put into the
programme, participating companies have on average increased
turnover by DKK 2,5 (DKK 1,7 of which is in the form of export).
Also, current developments seem not only to be a decrease from 2010–
2015 funding levels, but also to be somewhat contradictory with
Denmark joining the so-called “mission innovation” initiative in the
context of COP21 in Paris 2015, where Denmark committed itself to
delivering a DKK 580 million budget in 2020. After some negotiations
back and forth, it was decided, with the political agreement on Budget
2017 of 18 November 2016, that the budget of the EUDP programme will
be increased by DKK 130 million to 321 million for 2017, but this is still
lower than previous years (except 2016, which was a record low) and
also, as part of the same political agreement it was decided to scrap the
so-called ForskEL program amounting to DKK 130 million, suggesting
merely an accounting exercise masked as an increase in funding.

Sources:
Ministry of Energy, Utilities and Climate (2016): Political agreement
on abolishment of the PSO-charge. Website. In Danish.
Minister’s press release (2016). Significant energy policy imprint on
the Budget for 2017 and the PSO Agreement. Markante
energipolitiske aftryk på finansloven for 2017 og i PSO-aftalen. In
Danish.
DK energy producer association (2016). EUDP grant far from target.
EUDP-bevilling langt fra mål. Article. In Danish.
DK Government’s proposal for budget 2017 (energy, utilities and
climate. Technical review of FFL17 of § 29th Energy, Power and
Climate Ministry. Report. In Danish.
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POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
“Energy plan: the government has a long term vision for 2050….”

Recommendations:
It should be noted that the government has scrapped several national
intermediate targets: phase-out of coal in 2030 and 100% renewable
energy in electricity and heating sectors by 2035. Also the government
seems to have abandoned its commitment to the national target of 40%
CO2 reduction in 2020 and working with different interpretations of how
the long-term national target of being fossil free in 2050 is to be
interpreted.

Sources:
DEC/WWF (2016). Climate Grade Book for the Government. Report.
In Danish.

CONTACT
The Danish Ecological Council
Søren Dyck-Madsen & Rebekka Falk
Kompagnistræde 22, 1208 KBH K
Denmark
info@ecocouncil.dk
www.ecocouncil.dk
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Estonia
Estonia

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
Share of employment in the energy sector in total employment has
decreased by nearly half a percentage point, but it remains almost three
times the EU average (0.6% in 2012).

Recommendations:
None.

Sources:
EUROSTAT, Country Fact Sheet for Estonia (2015).

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
The dependency on solid fuels and petroleum products has decreased.
The Country Factsheet argues that is mainly due to Estonia's domestic oil
shale production and biomass use, but actually oil shale production has
increased on account of production of shale oil that is mostly exported.
Biomass use depends on availability of support schemes for cocombustion of wood chips in oil-shale boilers of Narva PP-s.

Recommendations:
Estonian long-term energy policy should foresee measures for phasing
out oil-shale from power production and replacing it with domestic
renewable fuels in line with EU energy roadmap 2050.

Sources:
Estonian Statistics Office, Solid fuels balance sheet, report (2016).

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
The interconnection capacity for electricity in the Baltic States increased
to around 10% after the Estlink2 interconnection with Finland was put
into operation in 2014. Interconnection capacity should be increased
with additional links between Estonia and Sweden in order to utilise vast
potential in onshore and offshore wind power using Swedish and
Norwegian hydro-energy reserves for balancing wind power fluctuations.
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Recommendations:
Include electricity interconnection between EST-SWE into next BEMIP
planning phase.

Sources:
Kuhi-Thalfeldt R., Lahtvee V., Low Carbon Energy Transition in
Estonia, report for Nordic Energy Research. Stockholm Environment
Institute, Tallinn Centre (2016).

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
Estonia's 2020 energy efficiency target states that 2020 final energy
consumption will have to remain at the 2010 level. This means
consumption of no more than 2.8 Mtoe (6.5 Mtoe expressed in primary
energy consumption). Estonia’s performance in terms of using energyefficient and clean transport technologies is relatively poor compared
with other EU Member States. Estonia has made some progress in terms
of improving the effectiveness of its transport infrastructure but it is
unlikely to lead to consistent improvements if passenger transport by car
remains taxed at a low level.

Recommendations:
1) Additional actions are required to ensure that the target is met,
including in buildings and the transport sector, since if the trends
observed in final energy consumption in 2005–2013 continue, the target
is at risk of being missed.
2)Introduce differentiated car tax for purchase and/or registration of
vehicles

Sources:
EUROSTAT, Country Fact Sheet for Estonia (2015).

DECARBONISATION OF THE ECONOMY
Analysis:
There has been only limited progress towards reaching the binding 10%
renewable energy sources target in transport — the share of renewable
energy sources remains below 1%. Other MS have implemented
mandatory blending of naphtha-based fuels with biofuels including the
countries from which Estonia imports vehicle fuels.
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Recommendations:
Implement mandatory blending of naphtha-based vehicle fuels with
biofuels.

Sources:
EUROSTAT, Country Fact Sheet for Estonia (2015).

Analysis:
Estonia is the second largest carbon-intensive economy in the EU, and
has one of the highest carbon intensities of energy use. Emissions are
expected to increase in particular in the transport sector.

Recommendations:
Abolish CO2 tax exemptions to the electricity producers.

Sources:
EUROSTAT, Country Fact Sheet for Estonia (2015).
Estonian government (2006). Environmental Charges Act.

CONTACT
Asine Group OÜ
Valdur Lahtvee, Senior Expert
Soolahe tee 7, 13516 Tallinn, Estonia
lahtvee@gmail.com
T: +372 53285051
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Finland
Finland

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“Even if Finland's current primary energy consumption (32.8 Mtoe in
2013) is below the 2020 target, the margin is small and additional efforts
are needed to keep the primary energy consumption at this level or to
minimise its increase when the GDP increases again during the next five
years.”

Recommendations:
IMPORTANCE OF THE ENERGY SECTOR. In Finland the added value of the
energy sector was 2.3 % of GVA in 2012, which was higher than the EUaverage. However, the share of the energy sector in total employment is
on the other hand lower than average (1).

TRADE BALANCE OF ENERGY PRODUCTS. Finland is a net importer of
fossil fuels and of electricity. Finland is reliant on electricity imports
especially during the peak demand periods. The net import of electricity
has grown steadily in the last ten years (2). Total imports of energy
products were EUR 10 604 million in 2014. That was 18.4% of total
imports to Finland. Total exports of energy products were EUR 5 231
million in 2014, which was 9.4% of total exports from Finland (2).

According to the Government Programme (2015), the Energy and
Climate Roadmap 2050 (2014), and the new National Energy and Climate
Strategy (2016) one of the main objectives of the energy and climate
policy is to lead Finland towards a coal-free, clean and renewable energybased society by 2050 (3, 4, 5). As a part of this decarbonisation of the
economy, the use of coal will be phased out totally, and the use of
imported oil will be halved by 2020. The energy demand will be covered
increasingly by the use of renewable energy and on the other hand by
improving energy efficiency (4).

This change from fossil fuels toward renewable energy would at the
same time decrease the dependency on imported fuels and electricity,
and thus balance the trade deficit of energy products. However, reaching
these targets requires the use of adequate policy instruments and
changes in energy consumption in many sectors.

Sources:
SWD (2015) 223 final. Country Factsheet Finland. Accompanying the
document COMMUNICATION FROM THE COMMISSION TO THE
EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC
AND SOCIAL COMMITTEE, THE COMMITTEE OF THE REGIONS AND
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THE EUROPEAN INVESTMENT BANK. State of the Energy Union.
Commission Staff Working Document. Brussels, 18.11.2015.
Statistics Finland (2015). Energy in Finland.
Prime Minister’s Office (2015). Finland, a land of solutions. Strategic
Programme of Prime Minister Juha Sipilä’s Government. 29 May
2015. Government Publications 12/2015.
Ministry of Employment and the Economy (2014). Energy and
Climate Roadmap 2050. Report of the Parliamentary Committee on
Energy and Climate Issues on 16 October 2014. Publications of the
Ministry of Employment and the Economy. Energy and the climate
50/2014.
Prime Minister’s Office (2016). Government report to the Parliament
on national energy and climate strategy to 2030. Valtioneuvoston
selonteko kansallisesta energia- ja ilmastostrategiasta vuoteen
2030. 24.11.2016. 24.11.2016. In Finnish.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
“Finland is also working to further diversify its energy supply in the
context of its climate strategy, which aims at increasing the share of
renewable energy as well as improving energy efficiency. This will also
help reducing the dependency on imported energy. Reaching these
targets requires the public sector to develop mid-term and long-term
plans and strategies to decrease emissions by 80 % by 2050. Investment
in green growth and clean technology is also needed. Clean technology
is considered to be a priority in Finland, as it provides clean solutions for
the environment and is also seen as providing an economic advantage in
international markets.”

Recommendations:
ENERGY MIX. The energy mix of Finland differs from the one of the EU28,
with the notable difference of a much higher share of renewable energy
in gross inland energy consumption and – to a lesser extent - nuclear (6).
The total energy consumption by source was in 2015: Oil (24%), Wood
fuels (24%), Nuclear (19%), Coal (8%), Natural Gas (6%), Hydroelectricity
(5%), Peat (4%), Net imports of electricity (4%), and Other sources (5%)
(7). The share of renewable energy was over 39 per cent of the total of
final energy consumption in Finland in 2015 (11).

IMPORT DEPENDENCY. Finland has an overall import dependency below
the EU28 average, while importing 100% of its crude oil and gases. Crude
oil is refined in Finland and 90% of it is then exported. Moreover, Finland
is solely dependent on gas imports from Russia. Overall, the supply
concentration index is high for Finland. The energy trade deficit is slightly
below EU average. Nevertheless, Finland is reliant on electricity imports
during peak demand periods. It will continue to be reliant until, and to
some extent also after, the 1600 MW nuclear power plant, Olkiluoto 3,
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is complete (with the start of electricity production planned in late 2018)
(6).
According to the Government Programme (2015), the Energy and
Climate Roadmap 2050 (2014), and the new National Energy and Climate
Strategy (2016), one of the main objectives of the energy and climate
policy is to lead Finland towards a coal-free, clean and renewable energybased society by 2050 (8, 9, 10). As a part of this decarbonisation of the
economy, the use of coal will be phased out totally, and the use of
imported oil will be halved by 2020. The energy demand will be covered
increasingly by the use of renewable energy and partly by improving the
energy efficiency (9).
This change from fossil fuels toward renewable energy would at the
same time decrease the dependency on imported fuels and electricity,
and thus partly improve the energy security. However, reaching these
targets requires the use of adequate policy instruments.

Sources:
SWD (2015) 223 final. Country Factsheet Finland. Accompanying the
document COMMUNICATION FROM THE COMMISSION TO THE
EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC
AND SOCIAL COMMITTEE, THE COMMITTEE OF THE REGIONS AND
THE EUROPEAN INVESTMENT BANK. State of the Energy Union.
Commission Staff Working Document. Brussels, 18.11.2015.
Official Statistics of Finland (2016). Energy supply and consumption
[e-publication]. ISSN=1799-7976. 2015, Appendix figure 1. Total
energy consumption 2015. Statistics Finland [accessed: 22.12.2016].
Prime Minister’s Office (2015). Finland, a land of solutions. Strategic
Programme of Prime Minister Juha Sipilä’s Government. 29 May
2015. Government Publications 12/2015.
Ministry of Employment and the Economy (2014). Energy and
Climate Roadmap 2050. Report of the Parliamentary Committee on
Energy and Climate Issues on 16 October 2014. Publications of the
Ministry of Employment and the Economy. Energy and the climate
50/2014.
Prime Minister’s Office (2016). Government report to the
Parliament on national energy and climate strategy to 2030.
Valtioneuvoston
selonteko
kansallisesta
energiaja
ilmastostrategiasta vuoteen 2030. 24.11.2016. 24.11.2016. In
Finnish.
Findicator 2016. Renewable energy sources. Consumption of
renewable energy sources 1970–2015.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“Energy efficiency: Finland has set an indicative national energy
efficiency target of 310 TWh, which implies reaching a 2020 level of 35.9
Mtoe primary consumption and 26.7 Mtoe final energy consumption.
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Even if Finland's current primary energy consumption (32.8 Mtoe in
2013) is below the 2020 target, the margin is small and additional efforts
are needed to keep the primary energy consumption at this level or to
minimise its increase when the GDP increases again during the next five
years.”

Recommendations:
Primary energy intensity in Finland is above EU average, and has
decreased at a slower pace since 2005. This is even more striking in the
industrial sector, due to Finland's sectoral specialisation in energyintensive industries (12).
Improving energy efficiency and reaching its targets requires the use of
adequate policy instruments. However, there are many tax refund
systems incorporated in Finnish energy taxation, and their total amount
in 2016 is EUR 2.1 billion according to the state budget (13). The tax
refund system for energy-intensive industry was introduced in 1998, and
in 2012 it was altered in such a way that refunds and the number of firms
receiving them increased significantly. The refunds in 2015 amounted to
over EUR 200 million, and were given to more than 140 companies (14,
15, 16). The estimation in 2016 for the refunds is EUR 221 (13). The other
refunds are e.g. a reduced electricity tax rate for energy-intensive
industry, a reduced tax rate for diesel and a reduced tax rate for fuel peat
(13). All these refund systems are reducing the effectiveness of CO2
taxation and at the same time the economic incentive to improve energy
efficiency.
One way to improve the energy efficiency of energy-intensive industries
is to phase out tax refund systems of energy taxation. Thus the price
signal of fossil fuels would reflect their CO2 emissions, and encourage and
stimulate both energy efficiency and a shift to renewable energy.

Sources:
SWD (2015) 223 final. Country Factsheet Finland. Accompanying the
document COMMUNICATION FROM THE COMMISSION TO THE
EUROPEAN PARLIAMENT, THE COUNCIL, THE EUROPEAN ECONOMIC
AND SOCIAL COMMITTEE, THE COMMITTEE OF THE REGIONS AND
THE EUROPEAN INVESTMENT BANK. State of the Energy Union.
Commission Staff Working Document. Brussels, 18.11.2015.
Ministry of Finance (2016). State Budget 2016, excise duties. Valtion
talousarvioesitys 2016. Valmisteverotus. In Finnish.
Ministry of Finance (2016). Energy taxation. Energiaverotus. Internet
mpages of Ministry of Finance on energy taxation. In Finnish.
Harju, J., Hokkanen, T., Laukkanen, M., Ollikka K. & Tamminen, S.
(2016).
Evaluation of 2011 energy tax reform. 2011
energiaverouudistuksen arviointia. Valtioneuvoston selvitys ja
tutkimustoiminnan julkaisusarja 61/2016. Valtioneuvoston kanslia
19.12.2016. Publications of the Goverment´s analysis, assessment
and research activities 61/2016. Prime Minister’s Office, 19.12.2016.
In Finnish.
Government’s analysis, assessment and research activities (2016).
New study: Energy tax refunds inefficient. Press release 557/2016,
Government Communications Department. 19.12.2016.
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DECARBONISATION OF THE ECONOMY
Analysis:
“Finland is on track to reach its Europe 2020 targets to reduce national
greenhouse gas emissions (albeit with no margin) and intends to become
a carbon free society by 2050. Finland is also working to further diversify
its energy supply in the context of its climate strategy, which aims at
increasing the share of renewable energy as well as improving energy
efficiency."

Recommendations:
Finland is one of the EU leading users of renewable energy. Finland's
target for the share of renewable energy is 38 per cent of final energy
consumption in 2020, which was reached for the first time in 2014. The
share of renewable energy in 2015 was over 39 per cent of the total final
energy consumption. The most important renewable sources of energy
are bioenergy and hydropower (17). Finland is well on track, and even
above, in attaining its renewable energy target for 2020.
Finland's greenhouse gas emissions continue to decrease. In 2015
Finland's greenhouse gas emissions amounted to 55.6 million tonnes of
carbon dioxide (CO2 eq.), 16 million tonnes less than in the base year
1990. The trend of emissions has been falling since 2004 (18).
According to the Government Programme (2015), the Energy and
Climate Roadmap 2050 (2014), and the new National Energy and Climate
Strategy (2016), one of the main objectives is to lead Finland towards a
coal-free, clean and renewable energy-based society by 2050. As a part
of this decarbonisation of the economy, the use of coal will be phased
out totally, and the use of imported oil will be halved by 2020 (19, 20,
21).
To achieve these policy goals, Finland needs to increase the use of
renewable energy sources – particularly domestic bioenergy – and
capitalise on the potential of increasing energy efficiency and developing
clean-tech solutions in all areas of industry. Finland aims also to ensure
adequate energy self-sufficiency and security of supply. Moreover, the
Finnish state and its municipalities should comprehensively commit to
reducing carbon emissions in all activities (20).
Transport fuels have an important role in achieving carbon neutral
society in Finland. The transport sector used 14% of the total energy
consumption, and was responsible for 25% of the GHG emissions of the
energy production in 2014. The share of renewables in transport fuels
reached 21.6% in 2014, also exceeding the 10% target for 2020. Finland's
national target for road transport in 2050 is proposed as near-zero
emissions (22).
A working group appointed by the Ministry of Transport and
Communications submitted its plan for implementing the EU Alternative
Fuels Infrastructure Directive in Finland. The plan addresses the
development of an alternative transport fuel market and deployment of
a related infrastructure. By the year 2050, all cars, vans and heavy-duty
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vehicles would be powered by electricity, hydrogen and gas as well as
different biofuels, also in high concentrations of up to 100% (23, 24).
The working group considers that while the distribution network will be
built on market terms in principle, many new steering measures will also
be needed to achieve the targets. These could include amending the Act
on the Promotion of the Use of Biofuels for Transport, using and
developing the existing methods of economic steering, utilising public
procurement, developing guidance by information, and launching
various development projects and experiments (23, 24).
However, at the moment the taxation is not adequately promoting the
transition from fossil fuels to renewables nor the improvement of energy
efficiency. There are many tax refund systems incorporated in Finnish
energy taxation, and their total amount in 2016 is EUR 2.1 billion
according to the state budget (25). The tax refund system for energyintensive industry was introduced in 1998, and in 2012 it was altered
such that refunds and the number of firms receiving them increased
significantly. The refunds in 2015 amounted to over EUR 200 million, and
were given to more than 140 companies (26). The estimation in 2016 for
the refunds is EUR 221 million. (25) The other refunds are, e.g. a reduced
electricity tax rate for energy-intensive industry, a reduced tax rate for
diesel and a reduced tax rate for fuel peat (25). All these refund systems
are reducing the effectiveness of CO2 taxation and at the same time the
transition to a carbon-free society.
According to a study made by the VATT (governmental) Institute for
Economic Research, the energy tax relief for energy-intensive industry
does not have any positive effects on the international competitiveness
of the energy-intensive industries. Thus, the tax relief is not promoting
the industry, even if it was the intention of the relief, and especially of
the widening of the scope of the relief. On the contrary, it has serious
environmentally harmful effects, and it prevents, e.g. the climate policy
goals being achieved. To summarise, the government spends EUR 200
million per year for no positive effects, and achieves only
environmentally negative ones (26, 27).
There is a political commitment to the decarbonisation of the Finnish
economy and to becoming a carbon-free society by 2050. In order to
achieve these ambitious policy objectives, Finland needs to implement
effective and adequate policy instruments, like taxes and other economic
instruments, e.g.


removal of subsidies for fossil fuels, like energy tax reliefs for the
energy-intensive industry;



removal of energy tax relief for peat;



increasing the level of CO2 taxation;



phasing out environmentally harmful subsidies;



introducing a passenger flight tax.

Sources:
Findicator (2016). Renewable energy sources. Consumption of
renewable energy sources 1970–2015.
Findicator (2016). Greenhouse gas emissions in Finland.
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Prime Minister’s Office (2015). Finland, a land of solutions. Strategic
Programme of Prime Minister Juha Sipilä’s Government. 29 May
2015. Government Publications 12/2015.
Ministry of Employment and the Economy (2014). Energy and
Climate Roadmap 2050. Report of the Parliamentary Committee on
Energy and Climate Issues on 16 October 2014. Publications of the
Ministry of Employment and the Economy. Energy and the climate
50/2014.
Prime Minister’s Office (2016). Government report to the Parliament
on national energy and climate strategy to 2030. Valtioneuvoston
selonteko kansallisesta energia- ja ilmastostrategiasta vuoteen
2030. 24.11.2016. 24.11.2016. In Finnish.
Ministry of Employment and the Economy (2016). An energy system
based 100% on renewable energy. Background document for the
Energy and Climate Strategy. 100-prosenttisesti uusiutuviin
energialähteisiin perustuva energiajärjestelmä. Kansalliseen
energia- ja ilmastostrategiaan liittyvä tarkastelu. 24.11.2016. In
Finnish.
Ministry of Transport and Communications (2016). Plan for a
distribution network for alternative transport fuels. Working group
proposal. Työryhmän ehdotus liikenteen vaihtoehtoisten
käyttövoimien jakeluverkon suunnitelmaksi. Ministry of Transport
and Communications. Reports 1/2016. 22 November 2016. In
Finnish.
Working group: alternative fuel distribution network to be built
mainly on market terms. Ministry of Transport and Communications.
Press release. 22 November 2016.
Ministry of Finance (2016). State Budget 2016, excise duties. Valtion
talousarvioesitys 2016. Valmisteverotus.
Harju, J., Hokkanen, T., Laukkanen, M., Ollikka K. & Tamminen, S.
(2016).
Evaluation of 2011 energy tax reform. 2011
energiaverouudistuksen arviointia. Valtioneuvoston selvitys ja
tutkimustoiminnan julkaisusarja 61/2016. Valtioneuvoston kanslia
19.12.2016. Publications of the Goverment´s analysis, assessment
and research activities 61/2016. Prime Minister’s Office, 19.12.2016.
In Finnish.
Government’s analysis, assessment and research activities (2016).
New study: Energy tax refunds inefficient. Press release 557/2016,
Government Communications Department. 19.12.2016.

CONTACT
Finnish Environment Institute
Sarianne Tikkanen, researcher
Mechelininkatu 34 a, Helsinki, Finland
sarianne.tikkanen@ymparisto.fi
T: +358 295 251 717
http://www.syke.fi/en-US
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Germany
Germany

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
Germany is a net exporter of electricity with a stable level at about 0.07
% of GDP in 2006 and 2014.
Germany’s net export situation is not least due to coal-fired baseload
power plants which are still operating (1).

Recommendations:
The role of coal-fired power plants (high capacities, see (2) for electricity
exports) should be explained.

Sources:
Agora Energiewende News (2016): 2015 war Rekordjahr für
Erneuerbare Energien, Stromerzeugung und Stromexport. Article. In
German.
BMWi (2015): Vierter Monitoringbericht zur Energiewende –
Langfassung, page 60. Publication of the Federal Ministry for
Economic Affairs and Industry.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
Germany’s energy mix is undergoing a significant transition due to the
political decision to phase out nuclear energy by 2022 and to achieve
decarbonisation of the energy mix on the basis of renewable energies and
energy savings.
Despite the decarbonisation goals, the government has not yet enacted
the phase-out of all fossil fuel power plants. Their share in electricity
generation is still too high (3).

Recommendations:
Transparency on high share of fossil fuels despite decarbonisation
targets.

Sources:
BMWi (2015): Vierter Monitoringbericht zur Energiewende –
Langfassung, page 60. Publication of the Federal Ministry for
Economic Affairs and Industry.

P a g e | 49
Energy Union

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
Electricity retail prices for households are among the highest in Europe
due to high taxes and levies.
Important background information:
-

High levies and taxes are, at least partly, due to various
subsidies and tax privileges for industrial clients (4).

-

While the renewable surcharge has increased, wholesale
electricity prices have fallen. In sum, the two components
remained stable (5).

Recommendations:
The background information should be added to the report.

Sources:
FÖS (2013). Ausnahmeregelungen für die Industrie bei Energie- und
Strompreisen. Exemptions for industry in energy and electricity
prices. Report published by Green Budget Germany.
BMWi (2016): Summe aus Börsenstrompreis und EEG-Umlage in
Cent/kWh. Sum of stock exchange electricity price and EEG
apportionment in cent / kWh. Website of the Federal Ministry for
Economic Affairs and Industry.

Analysis:
The Government’s White Paper proposes the introduction of a capacity
reserve.
There are market experts who challenge the idea of the capacity reserve
and do not see its necessity. Germany’s power production market has
already over-capacities. A "coal reserve" will pay brown coal plant
operators EUR 1.61 billion to shut down 2.7 gigawatts of capacity, while
keeping them on standby for emergencies. Companies are now getting
money rather than paying for high emissions (6).

Recommendations:
It should be stressed that there are different views on the necessity of a
capacity reserve and that other policy options have been discussed for
old coal-fired power plants.

Sources:
CleanEnergyWire (2016) Climate levy – the debate and proposals for
cutting CO2 emissions. Article by Sören Amelang, Kerstine
Appunn, Sven Egenter, Julian Wettengel from May 2016.
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Analysis:
More needs to be done, in particular as regards internal connections if
the share of renewable electricity is to increase as planned.

Recommendations:
Fully agree.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
The development of energy intensities is not in line with national energy
efficiency targets and GHG reduction targets (7).
Environmentally harmful tax expenditure persists, such as energy tax
reductions, exemptions for businesses, the favourable tax treatment of
diesel relative to petrol, and the favourable taxation of company cars.
These prevent the reduction of energy demand (8).

Recommendations:
The background information should be added to the report.

Sources:
Expertenkommission (2015): Stellungnahme zum vierten
Monitoringbericht der Bundesregierung. Fourth monitoring report
of the Federal government for the reporting year 2014. In German.
UBA (2014). Environmentally Harmful Subsidies in Germany.
Publication of the Environment Federal Office.

Analysis:
If the trend in primary and final energy consumption observed in the
period 2005–2013 continues up to 2020, Germany will not meet its
national target. Recent expert analysis suggests that additional
investment is needed, and efforts would need to be considerably
stepped up, particularly with regard to the retrofitting of buildings (9).

Recommendations:
Fully agreed.

Sources:
Expertenkommission (2015): Stellungnahme zum vierten
Monitoringbericht der Bundesregierung. Fourth monitoring report
of the Federal government for the reporting year 2014. In German.
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DECARBONISATION OF THE ECONOMY
Analysis:
The country factsheet only addresses the Non-ETS GHG emission
reduction target. But Germany is NOT on track to meet its overall GHG
emission reduction target 2020 (10).

Recommendations:
The background information should be added to the report. Further
policy measures have to be implemented to reach the GHG reduction
target, such as reducing environmentally harmful subsidies,
implementing a stable pricing signal and reforming environmental
taxation.

Sources:
BMUB (2016) Projektionsbericht der Bundesregierung. Projection
report of the Federal government 2015. In German.

Analysis:
On 1 July 2015 the Federal Government's coalition parties reached an
agreement with regard to the closure of lignite-fired power stations,
which will result in additional emission reductions.
A "coal reserve" will pay brown coal plant operators EUR 1.61 billion to
shut down 2.7 gigawatts of capacity, while keeping them on standby for
emergencies. Companies are now getting money rather than paying for
high emissions, which is a subsidy. However, the government has not yet
enacted the phase-out of all carbon power plants.
Germany has just three years left to achieve its goal of cutting emissions
by 40 percent from 1990 levels, as pledged. Analyses show it cannot do
so without extra efforts (10).

Recommendations:
Phase out electricity generation from coal-fired power plants, no extra
subsidies to this CO2-intensive technology.
-------

Analysis:
The proceeds from the auctioning of ETS allowances (EUR 750 million in
2014) are used or planned to be used fully for energy- and climate-related
purposes, through their redirection to the Climate and Energy fund.
Due to the much lower revenues from ETS auctioning, the Climate and
Energy fund has to be co-financed from the state budget (12).

-------
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Analysis:
Energy- and transport-related taxes as a share of GDP in Germany
amounted to 2.1% in 2012, which is lower than the EU-average (2.3%).
The level of environmental taxes in Germany is already relatively low and
decreasing: the share of environmental taxes in total revenues from
taxes and social contributions fell from 6.5% in 2003 to 4.6% in 2016 and
is projected to decrease to less than 4% in 2020 (13). A share of 10% is
the objective of the flagship initiative for a resource-efficient Europe
under the Europe 2020 strategy. Subsidies for diesel fuel and tax
privileges for industrial customers have a significant stake in the low
energy tax revenues.

Recommendations:
Shift the tax burden from labour to environmentally harmful activities
and resource consumption, aiming for an environmental tax share of
10% in 2020. Green taxation helps to achieve environmental goals costeffectively and may additionally raise significant revenues with less
detrimental macro-economic impacts than other forms of direct and
indirect taxation. A tax shift could render Germany’s economy more
growth-friendly, foster green innovation and contribute to maintaining a
balanced budget (14).

Sources:
Aarhus/Eunomia/IEEP (2015). Study on Environmental Fiscal Reform
Potential in 14 EU Member States.
COM (2012). Assessment of the 2012 national reform programme
and stability programme for Germany. European Commission
publication.
FÖS (2016) Die Finanzierung Deutschlands über Steuern auf Arbeit,
Kapital und Umweltverschmutzung. The financing of Germany by
taxes on work, capital and pollution. Report for Green Budget
Germany.
Vivid Economics (2012). Carbon taxation and fiscal consolidation: the
potential of carbon pricing to reduce Europe’s fiscal deficits. Report
prepared for the Carbon and Energy Tax Reform in Europe (CETRiE)
project.

Analysis:
Additional efforts might still be needed to achieve long-term goals in
renewable heat capacity, and to improve regulatory certainty for wind,
PV and bioenergy.

Recommendations:
Fully agreed.
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Sources:
Expertenkommission (2015): Stellungnahme zum vierten
Monitoringbericht der Bundesregierung. Fourth monitoring report
of the Federal government for the reporting year 2014. In German.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
When looking in particular at Eurostat data for industrial consumers of
gas and electricity, it can be noted that prices in Germany are above EU
average and above OECD average for electricity as well.
BUT: It has to be taken into account that there is huge variation in
industrial energy prices due to various tax privileges, subsidies and
rebates for industrial customers. For energy-intensive industries, prices
have been fallen (16).

Recommendations:
The report should be transparent on different energy price levels for
different groups of consumers – for some industries, prices have fallen.

Sources:
Öko-Institut (2016): EKI – Der Energiekostenindex für die deutsche
Industrie. EKI – The energy cost index for German industry.
Publication of the Institute for Applied Ecology.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
The recently published National transport infrastructure plan 2030
(“Bundesverkehrswegeplan”) provides few incentives to switch modes of
transportation to greener alternatives and consolidates road traffic by
huge projected investments.

CONTACT
Green Budget Germany / Forum Ökologisch-Soziale Marktwirtschaft (FÖS) e.V.
Swantje Fiedler – Director Energy Policy
Schwedenstraße 15a – 13357 Berlin, Germany
swantje.fiedler@foes.de
T: +49 30 76 23 991 50
www.foes.de
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Hungary
Hungary

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“The energy mix of Hungary is relatively similar to that of the EU-28, with
the notable difference of a higher share of gases and nuclear. Compared
to 1995, the share of renewable energy and nuclear increased more than
the EU average (from 3% to 9% and from 14 to 18% of gross inland energy
consumption respectively), while the share of gases slightly decreased
(by 3 percentage points) The main decrease concerns the use of solid
fuels (by 8 percentage points). The share of low-carbon emission energy
sources (if renewables and nuclear are put together) was slightly above
the EU average.”

Recommendations:
Take measures to substantially and quickly decrease harmful emissions
from residential burning by
 reducing pollution from wood burning in households,
 prohibiting without delay the selling of lignite for household
heating, and
 eliminating illegal burning (i.e. burning of plastics and other
waste) by raising public awareness, and by strict control and
strong sanctions by the authorities.
Justification:
The Commission’s analysis has no mention of residential burning of solid
fuels although today this is the biggest environmental health problem in
Hungary, and it also significantly contributes to climate change (1).
Due to the poor financial situation of ca. one third of the population,
many households switched to wood burning for heating. They often use
improper wood (with high water content) and burn wood in cheap,
obsolete stoves and boilers. This causes enormous air pollution and
inefficient
fuel
use.
In 2013, 325 tons of lignite were sold to households in Hungary. This
causes enormous air pollution, and contributes to climate change.
Moreover, lignite is a very inefficient energy source, especially when
burnt
in
households.
In Hungary, household waste burning causes thousands of premature
deaths each year. Burning household waste means violating the law, yet
hundreds of thousands of people do this every day. It is shocking how
many things disappear in the fireplaces, like plastic waste, baled clothing,
shoe soles and car tires. There are parts of the country, where residents
burn one third (!) of the communal waste. These kinds of chemical
cocktails polluting the air can cause – among others – cardiovascular
diseases, tumours, and developmental disorders in foetuses and
children. The cause of illegal waste burning is mostly lack of knowledge
and irresponsibility. According to complaints received by the Clean Air
Action Group, around two-thirds of illegal burnings are due to these two
factors, while poverty plays a relatively smaller role in the problem.
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Sources:
PM10 Csökkentési Program. The Government’s website on its PM10
reduction program). In Hungarian.
Clean Air Action Group (2016): – Governmental program for
reducing air pollution – only on paper. Article and report (in
Hungarian) published on 10 October 2016.
Clean Air Action Group (2016): Suffocating in the smoke of waste
burning. Article published on 5 May 2016.
Clean Air Action Group (2016). Natural disaster in our fireplaces.
Article published on 10 March 2016.
Clean Air Action Group (2016). Air pollution discussed by the
Parliamentary Committee. Article published 10 February 2016.
Clean Air Action Group (2016). Fresh air or smog in the mountains?
Article published on 21 January 2016.
Clean Air Action Group (2016). Will lignite burning in households be
prohibited? Article published on 9 June 2016.

Recommendation:
Reconsider the plan to construct the nuclear power plant Paks II.
Justification:
Unfortunately, the Commission’s analysis does not even mention the fact
that the Hungarian government is preparing the construction of the new
nuclear power plant Paks II, although this would have a profound impact
on the macroeconomic balance of energy and the energy mix. The
construction of Paks II is extremely risky. It will very likely greatly increase
public debt and/or lead to serious cuts in public services (education,
health care, etc.). The disposal of nuclear waste from Paks II is not solved,
and there is no acceptable solution in sight. Paks II will make it impossible
to achieve the renewable energy targets in Hungary. Paks II will not help
reduce Hungary’s import dependency, but, on the contrary, it will
increase Hungary’s dependence on Russia.

Sources:
Energiaklub Climate Policy Institute (2016): PAKS II – An
unnecessary, money-wasting, risky investment. Video on website.

Analysis:
“The energy sector plays an important role in the Hungarian economy,
where its contribution to the gross value added and to employment is
much greater than the European average.” “…the share of direct and
indirect renewable energy-related employment in total employment of
the economy in Hungary was at about 0.18%, below the EU average of
0.53%.”

Recommendations:
Hungary should pay more attention to renewables.
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Justification:
The high employment figure for the energy sector is surprising, as
Hungary’s dependence on imports is more than 60%. The obsolete
energy infrastructure can explain this high labour intensity. The low
employment in the field of renewables reflects the underdeveloped
status of the RES sector.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“The new 2020 energy efficiency target is better streamlined to the new
economic environment. It is clear that the trend of primary energy
consumption decoupled from the evolution of the GDP over the last
decade. Yet, Hungary needs to continue its current efforts in order to
meet the updated energy efficiency target, assuming that the current
economic rebound continues in the next five years.”

Recommendations:
Take measures to greatly increase energy efficiency of buildings.
Justification:
The energy characteristics of buildings in Hungary is generally very poor,
and the process of improving their energy efficiency is extremely slow.

Analysis:
“Yet, Hungary needs to continue its current efforts in order to meet the
updated energy efficiency target, assuming that the current economic
rebound continues in the next five years.”

Recommendations:
Hungary should adopt the legislation on the technique of energy
company obligation, in accordance with the Energy Efficiency Directive.
In case the government insists on applying other policy measures, it
should make it clear what other measures it wants to apply to reach the
energy efficiency goals.

DECARBONISATION OF THE ECONOMY
Analysis:
“With a renewable energy share of 9.8% in 2013, Hungary is currently on
track to reach its 13% target in 2020. In comparison to its National
Renewable Action Plan (NREAP), Hungary is in line with its indicative
trajectory for renewable heating and cooling and transport sectors.
However, great efforts are needed to meet the 2020 target, as the share
of renewable electricity has been below the value envisaged by NREAP,
and the possibilities to increase renewable energy use in residential
heating have largely been exploited. Therefore, the Government should

57 | P a g e
Energy Union

present feasible programmes, which can ensure that the 2020 target is
met.”

Recommendation:
Revise the National Renewable Action Plan so that it reflects better the
real situation and possibilities. Enhance efforts to reach the targets.
Justification:
A report (9) was published last summer by the Hungarian Energy Office
about the use of renewables in Hungary. According to this report:
1.
The use of renewables has been stagnating since 2010. The
growth in PJ/a between 2010 and 2014 is only 3.7%.
2.
Within the renewable energy mix, 70% is heating-cooling, 14%
transportation, and 16% electricity.
3.
firing.

Within the heating-cooling category, 57% is residential solid

4.
If Hungary wants to reach the RE target set in its NREAP (120.5
PJ/a in 2020), the RE use should be increased by 86% between 2014 and
2020. If we suppose that the overall energy consumption will be less than
expected by the NREAP, the necessary growth is still around 50–55%.
And this is why we are worried. Two questions can be asked:
A. Are the “official” RE use figures reliable?
B. Is there a realistic chance that Hungary will be able to meet the 2020
target?
Regarding question “A”, please note that the present Hungarian RE
performance largely relies on the residential use of solid fuels. We do not
have alternative statistics, but we do not see that this high figure of 25.8
PJ/a sustainable firewood use is well supported.
First of all the use of firewood is not reasonable economically, if the
wood is procured against an invoice, with the VAT paid. Gas is cheaper.
The cost of wood based on useful heat (taking into account the
efficiencies) is around 4500 HUF/GJ, while that of gas heat is only 3800
HUF/GJ. And of course, gas heating is much more comfortable.
We know that many people procure wood through illegal channels or
produce it themselves. It would be interesting to know how the
authorities estimate wood use, which does not appear in the VAT
statistics.
Another issue is the renewable character of solid fuels. The Clean Air
Action Group receives many calls from different communities about the
terrible quality of local air. Our investigations show that the use of
plastics, garbage, and lignite (!) is in the background. So, another thing
that needs clarification is how the renewable share of solid firing is
determined by the authorities.
We know that the national reports are based on figures from Eurostat,
however, the Eurostat figures come from data supplied by governments.
Is the EU not checking the statistics? How are the biannual monitoring
investigations of RE checks made? Do the experts simply visit the
government officials, receive data, and issue reassuring reports?
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Even if we accept that the statistical data reflect real life, meeting the
2020 targets is a major challenge for Hungary. And recent developments
undermine the statement of the Government that this challenge can be
satisfied. Let us elaborate on it sector by sector.
In the transportation sector the present RE use is 9.1 PJ/a, and it ought
to go up to 22.4 PJ/a by 2020, according to the NREAP. How could this
happen? 90% of renewable use is the use of liquid motive fuels. Would
Hungary double the share of biodiesel and bioethanol mixed into the
fuels? This does not seem to be realistic.
In the heating-cooling sector the present RE use of 45.4 PJ/a ought to go
up to 78 PJ/a. The Government has not published feasibility studies
which support this increase of 32.6 PJ/a. We can observe that
•
the Government continues its effort to keep household energy
costs low for political reasons (which would worsen the competitive
position of wood), although their regulatory playground is kept within
limits by recent EU infringement processes;
•
measures are taken to make transportation of illegal wood more
difficult, and it will increase the price of wood;
•
in the framework of the country’s energy efficiency efforts, a
building insulation programme is run, which decreases the heat market;
•
no significant penetration of RE can be expected in the district
heating sector, due to feasibility issues.
The most interesting field is renewable power. Out of the 10.23 PJ/a
renewable power in 2014, 55% was based on solid biomass, 23% on
wind, 9% on biogas, 7% on hydro, 2% on solar. With reference to the EU
guideline “2014/C 200/01 Communication from the Commission
Guidelines on State aid for environmental protection and energy 2014–
2020” the Government stopped the FIT system and worked out a new
support system called METAR. METAR is in Brussels for pre-notification,
and it may become effective somewhere in 2017.
The development of wind capacities is completely impossible, due to
recent changes in regulation.
The development of new biomass capacities by 2020 is also impossible.
On the one hand there is not enough time. If capacity tenders are
organised in 2017, the implementation of such projects (greenfield ones)
could not be completed until the end of 2019. On the other hand, the
Government wants to apply a price cap of ca. 100 €/MWh at the capacity
tenders. No biomass projects are feasible at this price level. What is
possible, however, is the extension of biomass co-firing licenses for old
and obsolete coal-fired power plants. Maintaining the obsolete coal
plants goes, however, against the decarbonisation goals.
Producing electric power from the low temperature, geothermal energy
sources that Hungary has is neither cost effective, nor environmentally
benign. The electric efficiency could hardly exceed 5–6%, and the
utilisation of waste heat at remote geothermal sites would not be
possible.
If we cross out wind, biomass, and geothermal, only solar is left. Let us
suppose that the 10.23 PJ/a renewable power use is increased to 20.14
PJ/a according to the plans of the Government, and all the development
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is materialised by new solar producers. That would require more than
1000 MW new intermittent solar capacity (the present capacity is ca. 130
MW). In a ca. 5500 MW system it would only be possible if huge
balancing capacities were available and the network were very strong
enough. This is, unfortunately, not the case. The distribution companies
are already complaining that they cannot maintain the standard voltage
in the low voltage system, and the transmission system operator is
worried about the balancing of the network, with particular views on the
high share of nuclear capacity in the production mix.
We wonder how the pre-notification of the METAR system is executed.
Does the EU check only the compatibility of the system with the rules of
state subsidies? Or is it also checked whether the system can fulfil its
function (=development of RE capacities)? Representatives of the RE
industry remind us that several brakes are integrated into METAR, which
can be operated by the government in a non-transparent way. They are
afraid that the Hungarian RE field will not attract private investment, as
it did in earlier years.

Sources:
Hungarian Energy and Utilities Regulatory Office. Report on
renewable energy use in Hungary 2004–2014: annual evolution
(2016).

Analysis:
“The share of energy-related and transport-related taxes compared to
GDP is broadly in line with the EU-average. The main share of the tax
burden can be linked to transport fuels, followed by the share of taxes
on transport vehicles. Tax burden on heat and electricity was of
comparable magnitude with the EU average in 2005, however, by 2012
it decreased significantly and became lower than the EU average.”

Recommendation:
Eliminate the environmental product fee on photovoltaic panels and
modern boilers.
Justification:
The special tax on photovoltaic panels and modern boilers is an obstacle
to the wider use of renewable energy and energy savings.

Recommendation:
Create a more equitable car taxation system. Reduce significantly tax
evasion, and tax avoidance by accounting car purchase and use for
private purposes as company purchase and use. Reform the car
registration tax and the annual car tax so that they better reflect the
environmental characteristics of cars.
Justification:
it is estimated that the revenue foregone due to accounting the purchase
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and use of cars for private purposes as company car purchase and use
amounts to more than 5% of the GDP (10). According to a study
commissioned by DG TAXUD, company car tax subsidies in Hungary are
one of the highest in the EU (11). The OECD came to a similar conclusion
(12).
The present system of car registration tax and annual car tax in fact
favours old and big cars to the detriment of new and small cars. This
system is boosting the import of used cars: in 2015, Hungary imported
118,000 used cars, which is 69 % of all cars sold that year (13)! It is also
socially very unjust.

Sources:
Lukács et al (2011). The social balance of road and rail transport in
Hungary. Article on Clean Air Action Group website.
Copenhagen Economics (2010): Company Car Taxation. Publication
of European Commission.
OECD (2014): Tax benefits from company cars. Report.
KSH (2016): Magyarország 2015, p. 150. Central Statistics Office
publication. In Hungarian.

Recommendation:
Extend the electronic distance-based road toll for trucks to all roads.
Implement strong differentiation of the toll in accordance with the
environmental characteristics of the truck.
Justification:
The road toll for trucks covers only motorways and some main roads
although the damages caused by trucks are often much higher on
secondary roads which pass through populated areas. Moreover, the
present system stimulates diversion of truck traffic to secondary roads.
Today there is an environmental differentiation for trucks up to EURO II,
i.e. there is no difference between the toll for a EURO III and EURO VI
truck, which means there is no incentive to use less polluting trucks.

Recommendation:
Change national legislation to enable the implementation of urban road
pricing (congestion charging) in Budapest.

Justification:
Budapest is one of the most congested cities in the world (5). The
municipality has been planning to introduce a congestion charge, but the
present national legislation does not enable it to do so.
According to the contract between the Hungarian government and the
European Commission on EU aid for the construction of the 4th metro
line, a congestion charge must be implemented in Budapest at the same
time as the new metro is put into operation. The metro was put into
operation in 2014.
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Sources:
TOMTOM TRAFFIC INDEX (2016): Measuring congestion worldwide,
website.
Worst Corridors: INRIX 2015 Traffic Scorecard, website.

Recommendation:
Introduce an air ticket tax in Hungary.
Justification:
Hungary does not have a duty on air travel although it is forecast that air
transport in Hungary will grow rapidly during the next 5 years (15). More
than six member states now have a ticket tax on aviation, including
France, Germany and the UK (16).

Sources:
EUROCONTROL Seven-Year Forecast, September 2014, p. 52, report.
T&E (2013). Does aviation pay its way? Briefing.

Analysis:
“According to the latest projections, Hungary is on track to reach its
greenhouse gas emission reduction target for 2020…”

Recommendations:
Hungary should focus on real GHG reduction strategies.
Justification:
The % value of decrease is so favourable, because the energy
consumption is below the foreseen value.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
“Hungary is above the EU average, the US and South Korea in terms of
the share of public support allocated to research and innovation in the
field of energy and environment. In terms of intensity of low-carbon
technology patents, Hungary is lagging behind the EU average and the
main worldwide partners.”

Recommendations:
Take measures to substantially increase the efficiency of R&D, and
monitor the results using the indicators of the Innovation Union
Scoreboard.
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Justification:
The official figures do not reflect the real-life situation. Firstly, the
efficiency of the use of R&D expenditures is often very low. Secondly, this
sector is one of the most affected by corruption (albeit this is true mainly
for publicly funded R&D). This means that a substantial part of the money
allocated for R&D appears only in the statistics as R&D expenditure, but
in reality, it is financing criminal activities (17, 18, 19). Therefore, using
R&D expenditure as an indicator is extremely misleading. It would be
much more appropriate to use Innovation Union Scoreboard indicators.

Sources:
Index (2016) Elkutatták: új szó a lopásra. Elkutatták: new word for
theft. Article. In Hungarian.
Hadházy Ákos (2016): Korrupció, nem középiskolás fokon.
Corruption is not high school level. Article. In Hungarian.
Csilla Mile (2011): Hidden Factors of Innovation Achievement in
Hungarian SMEs, publication on Human Exchange website.

Analysis:
“…real energy prices have increased in Hungary over the past ten years.
Thus, energy prices are higher than both the EU average and in the US.
More specifically, electricity prices paid by industrial customers are in
line with OECD average, while for gas, they are slightly above.”

Recommendations:
Review the impact of energy price regulation on incentives to invest in
renewables and on competition in the electricity and gas markets. Keep
political influence away from the energy markets.
Justification:
The forced reduction of the prices of energy and other utility services by
the Hungarian government in 2013 and 2014 leads to more wasteful
consumption and it increases social inequalities (in absolute terms, the
rich generally benefit much more from this measure than the poor). It
also distorts the market, and makes business for energy production and
distribution companies unprofitable. Furthermore, the low prices for
households force energy providers to raise prices for industry.
Social problems and possible excessive profits due to the natural
monopoly of certain companies must be tackled by other means, not by
artificial price reduction.
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REGIONAL COOPERATION
Analysis:
“The EU Cohesion policy provides for important investment possibilities
to implement energy policy objectives in Hungary which will be
complemented by national public and private co-financing, aiming at
optimal leverage.”

Recommendations:
Implement profound changes in the EU Cohesion policy for optimal
results. The present policy often causes more harm than good (20, 21).

Sources:
CEE Bankwatch Network (2016): THE DARK SIDE IS IN THE DETAILS.
Climate action in EU Cohesion Policy funding for Hungary, 20142020, report.
András Lukács (2015): How EU money has contributed to the
dismantling of democracy in Hungary, report for Clean Air Action
Group.

CONTACT
Clean Air Action Group
András Lukács – President
Üllői út 18., 1085 Budapest, Hungary
E-Mail: lukacs@levego.hu
T: +36 20 411 4727
www.levego.hu
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Italy
Italy

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
Value added of energy sector has increased since 2005, while
employment has decreased.

Recommendations:
Assess the impact of increase of renewables on value added and
employment.

Sources:
ISFOL (2016), Le previsioni al 2016.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
Italy has a strong import dependency (over 50%) determined by oil and
gas imports.

Recommendations:
Assess the reduction of dependency scenario determined by increase in
renewables and the new TransAtlantic Pipeline.

Sources:
Ministero Sviluppo Economico (2015), La situazione energetica
nazionale del 2014.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
Italy is far below its targets of interconnection capacity for electricity.
Italy is in a good position to become a gas hub for Europe.

Recommendations:
Improve interconnections with France, Austria, Switzerland.
The growth of export of shale gas from North America to Europe,
decarbonisation after the Paris Agreement, growth of renewables and in
energy efficiency, might reduce the relevance of Italy as a gas hub.
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Sources:
Ministero Sviluppo Economico (2013), Strategia Energetica
Nazionale.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
Italy is in line with its energy efficiency target at 2020, even if some
industrial sectors are particularly energy intensive and freight energy
intensity is increasing.
The rate of buildings renovations quite low and energy efficiency gains
are decreasing.

Recommendations:
To update the National Energy Strategy.
To promote deep renovation of buildings.
To create better financial instruments to finance energy efficiency.

Sources:
ENEA (2016), Rapporto annuale sull’efficienza energetica 2016.

DECARBONISATION OF THE ECONOMY
Analysis:
Italy is on track with decarbonisation targets at 2020.
The economic crises played a relevant role in decarbonisation.

Recommendations:
To reinforce action in non ETS sectors, through market instruments.

Sources:
EA (2016), Energy Policies of IEA Countries: Italy 2016 Review.
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RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
Italy is still characterised by low R&D investment compared to other EU
countries. In 2014, Italy’s overall R&D intensity – defined as total R&D
expenditure as a share of GDP – amounted to 1.29 %, compared to an EU
average of 2.03 %.

Recommendations:
To stimulate R&D in particularly in the private sector, through higher tax
deductions.

Sources:
Eurostat, R&D expenditure statistics.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
Italy has ratified the Paris Agreement.

Recommendations:
To review Italian NDCs in 2018 to strengthen them. To review the
National Energy Strategy setting targets coherent with the post-2020
commitments.

Sources:
UNFCCC, NDC registry.

REGIONAL COOPERATION
Analysis:
Italy is a member of 5 energy infrastructure priority corridors which have
been established under the TEN-E Regulation.

Recommendations:
To implement European energy infrastructure projects.

Sources:
European Commission (2016). List of Projects of Common Interest.
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COHESION POLICY CONTRIBUTION
Analysis:
Very relevant investments for sustainable energy will be available for
Italy under cohesion policy.

Recommendations:
To implement projects and use available resources.

Sources:
European Commission, DG for Regional and Urban policy, Regional
Policy information sheet.

CONTACT
Università Bocconi
Prof. Dr Edoardo Croci
Coordinator of the Observatory on Green Economy
Guglielmo Roentgen, 1 – I-20136 Milano, Italy
edoardo.croci@unibocconi.it
T: +39.02.5836.2342
www.iefe.unibocconi.it
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Ireland
Ireland

MACROECONOMIC RELEVANCE OF ENERGY
Commission’s Analysis:
“Between 2005 and 2012, the Irish energy sector’s share in GDP has
converged towards the EU average. During the same period, the share in
total employment has fallen to well under the EU average, pointing to
some restructuring in the Irish energy sector.”

Our Recommendations:
Ireland should take advantage of the potential for renewable energy to
increase energy independence and provide employment (1, 2).

Sources:
Scheer J., Stanley S., Clancy M. (2014), Ireland's Sustainable Energy
Supply Chain Opportunity. Report for Sustainable Energy Authority
Ireland.
Irish Wind Energy Association/ Siemens (2015). An Enterprising
Wind; an economic analysis of the job creation potential of the wind
sector in Ireland. Report.

ENERGY SECURITY, SOLIDARITY AND TRUST
Commission's Analysis:
“The energy mix of Ireland is broadly in line with the one of the EU-28,
with the notable difference of a considerably higher share of "Petroleum
and Products" and lack of nuclear... The main decrease concerns the use
of solid fuels (9 percentage points).”

Our Analysis:
The analysis should refer to the presence of peat in the solid fuel sector,
which is being maintained by means of cross-subsidies, first by way of a
Public Service Obligation (3) designed to counteract the effect of the ETS
and the uneconomic nature of peat-fired electricity generation, and now
by means of an obligation to use peat to avail of a biomass renewable
energy feed-in tariff (4).

Recommendations:
The subsidies to the use of peat should be eliminated as a matter of
priority.

Sources:
Public Service Obligation cross-subsidy.
Renewable Energy Feed-in Tariff supporting peat-fired generation.
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A FULLY INTEGRATED INTERNAL ENERGY MARKET
Commission's Analysis:
“Based on a EUROSTAT survey on income and living conditions, three
proxy indicators are used to assess fuel poverty. They indicate potential
issues for Ireland, in particular as regards arrears on utility bills. This
might be related to the overall economic situation in Ireland.”

Our Analysis:
Fuel poverty is particularly linked to housing conditions and low income.
It requires retrofit of the housing stock used by low-income households;
it is not particularly a result of economic fluctuations although these
obviously have an impact (5).

Sources:
Department of Communications Climate Action and Environment,
2015, Bottom-up analysis of fuel poverty in Ireland. Report by
Element Energy Ltd.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Commission's Analysis:
“The ability to implement additional efforts would need to be considered
in the context of Ireland’s fiscal situation and its obligations derived from
the Stability and Growth Pact, and also the level of private sector
indebtedness.“

Our Analysis:
This analysis touches on a central problem. Planned investment in public
transport and building retrofit has been abandoned or deferred. Various
parties have claimed that this is as a result of EU budgetary rules
preventing investment by Ireland (6, 7).

Sources
The Journal.ie, 1 July 2016, FactCheck: Do EU rules prevent us from
spending money to build more social housing? Article.
Irish Business and Employers' Confederation, 8 September 2016,
Much-needed investment demands reform of EU fiscal rules. Article.
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DECARBONISATION OF THE ECONOMY
Analysis:
The Commission's analysis is correct. In fact the most recent analysis by
the EPA predicts Ireland being 11% below its 2020 target (8). Emissions
in 2015 increased by 4% from the previous year (9).

Recommendations:
Ireland's Climate Change Advisory Council, established under statute to
advise the government, advises: “There is an urgent need to enhance
implementation of existing policies and measures and to identify
additional policies and measures to return the economy to a path
towards sustainability” (10).

Sources:
EPA (2016) Greenhouse Gas Emission Projections to 2020 – An
Update.
EPA (2016) Ireland's Provisional Greenhouse Gas Emissions in 2015.
Climate Change Advisory Council, November 2016, First Report.

RESEARCH, INNOVATION AND COMPETITIVENESS
Commission's Analysis:
“Whereas Ireland may be below the EU average, the US and Japan and
South Korea in terms of public support share allocated to research and
innovation in the field of energy and environment, energy R&D is
conducted across a wide range of institutions.”

Our Analysis:
We agree with the analysis but don't see how the fact that R&D is
conducted across a wide range of institutions alleviates the
underfunding.

Recommendations:
The report should highlight the need to increase public funding towards
research in the field of energy and environment.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Commission's Analysis:
“Ireland will define its 2030 objectives based on the outcome of the
negotiations on the 2030 framework at the EU level.”

Recommendations:
Ireland has been fighting strongly to avail of every possible route to
minimise its 2030 target (11). In response the Commission has proposed
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allowing Ireland (one of only two MS expected to fail to meet its 2020
target) to have an emissions trajectory starting at the 2016–2018
average emissions, instead of starting where Irish emissions should be in
2020.
The policies and measures to meet the 2020 target are not in place, never
mind policies and measures to meet the 2030 target. A draft National
Mitigation Plan is expected in December but it is not expected to plan to
meet the 2020 targets. Whether it addresses the 2030 targets remains
to be seen as by law it is a five year plan in the context of a transition by
2050.

Sources:
Irish Independent, 1 December 2015, Climate Change is not our
priority – Taoiseach. Article.

REGIONAL COOPERATION
Commission's Analysis:
“Considerable work has been undertaken, jointly with the UK, on a
renewable energy export market, which would be underpinned by an
Inter-Governmental Agreement. However, given the economic, policy
and regulatory complexities involved delivery of renewable energy
trading before 2020 is not realistic. Ireland has no concrete new plans for
further regional co-operation after the arrangements for renewables
trade with the UK were abandoned.”

Our analysis:
The abandonment of plans for export-only renewables trading (12)
means that Ireland should develop plans for bi-directional renewable
energy trading.

Sources:
Irish Independent, 7 March 2014, Proposals for giant wind farms are
shelved. Article.

COHESION POLICY CONTRIBUTION
Analysis:
The European Investment Bank is continuing to fund motorway
development in Ireland including the M17/M18 Gort-Tuam motorway
(13) the M11 Gorey to Enniscorthy Upgrade (14) and the N25 New Ross
Bypass (15).
The EIB reports that the Gort-Tuam scheme will lead to 17% higher
greenhouse gas emissions compared to the baseline. We expect the
others to be similar.
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Furthermore it is striking that one of these links (N25 New Rosss Bypass)
is parallel to a rail line (Rosslare to Waterford) which was closed in 2010.
The Gort-Tuam motorway is competing with the Ennis-Athenry and
proposed Athenry to Tuam rail link. The Gorey to Enniscorthy Upgrade is
competing with the Dublin to Rosslare rail link. The future of both the
Gorey to Rosslare line and the Ennis-Athenry lines have been put under
question in a recent review (16).

Recommendations:
The EIB should not fund road schemes which directly lead to increases in
greenhouse gas emissions and indirectly detract from the finances of rail
passenger services by undermining their relative attractiveness.
The EIB should fund the necessary investment in the railway network.

Sources:
Transport Infrastructure Ireland, M17/M18 Gort-Tuam PPP Project
Announcement.
EIB, 16 October 2015, EUR 110m EIB backing for M11 Gorey to
Enniscorthy upgrade.
EIB, 26 January 2016, EIB green light for N25 New Ross Bypass.
National Transport Authority, November 2016, 2016 Rail Review
Report.

CONTACT
The Environmental Pillar
Macro Building
Michael Ewing
michael@environmentalpillar.ie
T: +353 71 9667373
www.environmentalpillar.ie
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Latvia
Latvia

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“The energy trade balance of Latvia is overall negative and around 5% of
GDP. Like the EU average, the Latvian deficit is driven mostly by gas and
oil import. Latvia has considerably reduced its current account deficit
over the past decade. It went from a deficit of 20% of GDP in 2006 to 3%
in 2014. The reduction was largely due to non-energy components, with
energy trade deficit remaining stable around 5% of GDP” (Country
Report, p. 1).

Recommendations:
It is necessary to set even more ambitious national targets to increase
the share of renewable energy sources in gross final energy consumption
instead of just 40% by 2020 (1). Improvements in energy efficiency and
interconnectivity would support better economic conditions in Latvia.
Efficient and sustainable production of renewable energy contributes to
economic growth through business expansion and employment, import
substitution, security of energy supply and diversification. Bioenergy
also includes benefits of supporting traditional industries, rural
diversification, rural depopulation mitigation, and community
empowerment, etc. (2).

Sources:
Energy Development framework of Latvia 2016–2020, Ministry of
Economics, 2016. In Latvian.
IEA Bioenergy, Bioenergy and Job creation, Update 31.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
The energy mix of Latvia differs broadly from that of the EU-28 as a
whole, with the notable difference of having a much higher share of
renewables and much lower use of solid fuels (p. 2).

Recommendations:
Renewable energy expansion is also a route towards improved energy
security in Latvia. The main RES types consumed in Latvia are fuelwood
and hydro resources. Wood fuel accounts for a quarter of the total
consumption of energy resources, with the share among RES accounting
for 78%. The majority (more than 80%) of electricity from RES is
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produced from hydropower plants. Wind energy is used slightly less
commonly and solar energy currently is used only on a very small scale
(3).
Therefore it is recommended to:


develop the use of sustainable new energy sources to reduce
our dependence on dwindling fossil fuel supplies;



promote the development of new RES technology – demo
projects demonstrating the resource and cost effectiveness;



submit all investments for renewable energy sources to strict
and binding sustainability criteria to prevent negative impacts
on the environment, society and economy;



develop a sound policy framework, including internationally
aligned certification schemes, to promote the use of residues
and wastes, along with sustainable production of energy crops.

Sources:
Central Statistical Bureau of Latvia, Energy 2013.

Analysis:
Latvia imports all its gas from Russia. Consequently, the country supplier
concentration index is very high and Latvia experiences a significant
energy trade deficit, expressed as a percentage of GDP (p. 2.)

Recommendations:
Gazprom (Russian)-controlled Latvian Gas is the sole player in the Latvian
gas market. There is only one gas supplier to Latvia. Latvia, with its energy
sectors intrinsically linked to Russia for sources and routes, and also
virtually isolated from the rest of the European Union, faces high
vulnerability and risks remaining an “energy island” (4).
It is necessary to ensure the implementation of the new energy
legislation – amendments to the Energy Law providing for the
commercial opening of the gas market in April 2017, and the unbundling
(detaching from exclusive Russian control) of Latvian Gas are key to
Latvia’s energy independence and gas market liberalisation.
There are concerns that this process could be delayed, experience
showed the same with the electricity market liberalisation. Therefore,
the Latvian Government should stay firm in its position to end the
monopoly of the Russian gas in Latvia.

Sources:
huffingtonpost.com. Andras Simonyi, Why Energy, More Than Ever,
Is About Latvia’s Security. Article. 18.12.2015.
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A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
Full electricity market opening took place on 1 January 2015. Some 0.5%
of households had switched their electricity provider at the beginning of
2015, the switching rate for non-household customers was 15% at the
end of 2013 (p. 4).

Recommendations:
The dominant electricity provider still remains Latvenergo AS and most
of the households have not made their retail choice of switching provider
(5).
Retail choice might facilitate the development of competition that would
drive improvements in the efficiency of electricity production and
delivery, particularly through increased innovation and technological
stimulation (5). Thus core interventions are needed in order to motivate
consumers to make their choice and be aware of the power of these
choices.
Retail choice might promote more efficient retail pricing that would
improve the efficiency of customers’ use of the power system. This could
occur particularly through greater customer participation in dynamic
pricing programs. Such participation, while increasing the variability of
prices paid by customers, would reduce the average prices paid by
customers (5).

Sources:
EUROSTAT. Mathew J. Morey Laurence D. Kirsch, RETAIL CHOICE IN
ELECTRICITY: WHAT HAVE WE LEARNED IN 20 YEARS? Report.
Feburary 2016.

Analysis:
Several other PCIs have been recognised as important for Latvia: the 3rd
electricity interconnection with Estonia, internal reinforcement of the
Kurzeme ring and projects to reinforce transmission capacity in the
North-South direction (p. 3).

Recommendations:
The projects mentioned are on track to meet the targets of ENTSO-E’s
Ten-Year Network Development Plan in order to:


decrease price differences between the Nordics/Baltics and the
Eastern part of the continental system as well as decrease
overall CO2 emissions;



further integrate the Baltic States into the European market,
enhance energy security, and decrease dependency of nonENTSO-E countries (6).
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Sources:
ENTSO-E’s Ten-Year Network Development Plan .

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
Energy consumption by households is above EU average and decreased
at a slower pace than the EU average since 2005. This could be a sign of
untapped potential in energy savings in the residential sector (p. 6).

Recommendations:


Develop better conditions for the Energy Service Companies
(ESCOs) to get involved in the implementation of renovation
projects in order to attract more finance and ensure efficient
implementation of EE measures;



Energy performance contracting principles applied in order to
achieve more efficient returns on investments – EPCs can be
used effectively for extensive renovations of apartment
buildings across Europe;



Involvement of municipalities to ensure the EE in residential
buildings – municipal ESCO schemes can be developed – so far
Latvia does not have experience in establishing state or
municipal ESCOs. However, the creation of such a model
would be possible at the municipal level in cases where
financial resources were offered for the development of PICO;



Regarding the implementation of the EE Directive, the energy
distributors or retail energy sales companies should be
engaged for even more activities and take part to ensure the
energy savings (7).

Sources:
Directive 2012/27/EU of the European Parliament and of the Council
of 25 October 2012 on energy efficiency.

DECARBONISATION OF THE ECONOMY
Analysis:
Transport and agriculture account for the largest proportions of Latvia's
overall greenhouse gas emissions (p. 8).
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Recommendations:
In order to ensure GEG emission reduction in non-ETS sector in Latvia it
is necessary to develop and implement a long term policy according to
the European Strategy for low-emission mobility by:


Increasing the efficiency of the transport system by making the
most of digital technologies, smart pricing and further
encouraging the shift to lower emission transport modes,



Speeding up the deployment of low-emission alternative energy
for transport, such as advanced biofuels, renewable electricity,
renewable synthetic fuels and removing obstacles to the
electrification of transport.



Accelerate the shift towards zero-emission vehicles. While
further improvements to the internal combustion engine will be
needed, Europe needs to accelerate the transition towards lowand zero-emission vehicles (8).

Sources:
European Commission – Fact sheet: European Strategy for lowemission mobility.

Analysis:
In 2012 the share of emissions from the energy sector was significantly
lower than the EU average as a result of the high use of renewables in
the energy mix (p. 8).

Recommendations:
GHG emissions have fluctuated in recent years mainly according to
economic trends, the energy supply structure and climatic conditions.
Latvia’s successful progress in meeting its GHG emissions goals is not the
result of a comprehensive and wise energy and environment policy. It is
determined by a shift from a manufacturing-dominated to a trade- and
services-dominated economy and, most of all, by the most widely
available renewable resource in Latvia – biomass, or fuel wood.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
Latvia will target the GHG reduction aim for 2030–2050 (p. 10).

Recommendations:
It is most likely Latvia will achieve its national GHG emissions target for
2020 as it requires no reductions, but limits non-ETS emissions to no
more than 17% above the 2005 level (9).
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Lower GHG in 2020 and 2050 is explained by the transition of the energy
sector to energy-efficient end-use and use of renewable energy
resources. In the period 2013–2020 as well as up to 2050, gradual
decrease in the use of fossil fuels will allow the 20% GHG level in the
energy sector to be reached in comparison with 1990 (10).

Sources:
Europe 2020 indicators - climate change and energy, Eurostat 2016.
Blumberga, D., Cimdiņa, G., Timma, L., Blumberga, A., Rošā, M.
Green Energy Strategy 2050 for Latvia: a Pathway towards a Low
Carbon Society. Chemical Engineering Transactions, 2014, 39,
pp.1507-1512.
ISSN
2283-9216.
Available
from:
doi:10.3303/CET1439252.

Analysis:
The main energy targets for the post-2020 period are contained in the
"Sustainable Development Strategy of Latvia until 2030". This document
has been supplemented in 2013 by the Latvian Energy Long-term
Strategy 2030 ("Strategy 2030") which includes energy-related targets
and planned policy measures (p. 10).

Recommendations:
The Sustainable Development Strategy of Latvia 2030 remains one
important part –requiring long-term investment plans (11).

Sources:
Latvijas Enerģētikas ilgtermiņa stratēģija 2030 – konkurētspējīga
enerģētika sabiedrībai/Long-Term Energy Strategy of Latvia 2030 –
Competitive Energy for Society. In Latvian.

COHESION POLICY CONTRIBUTION
Analysis:
Energy efficiency: Over 2014–2020, EU Cohesion Policy will invest some
EUR 338 million in energy efficiency improvements in public and
residential buildings and in enterprises. A further estimated EUR 651
million will be invested in supporting the move towards an energyefficient, decarbonised transport sector (p. 11).

Recommendations:
EU Cohesion Policy Funds’ allocations for energy efficiency are
insufficient compared to the poor situation regarding energy efficiency
in
residential
buildings.
A more comprehensive and strategic policy focusing on attracting private
investments and development of a competitive market for ESCOs is
needed (12).
EU Cohesion investment in the transport sector does not meet GHG
reduction objectives even though it is declared as a strategic objective.
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The majority of the investments in the transport sector have little impact
on GHG reduction and a high share of emissions remains unaddressed
(12).

Sources:
CEE Bankwatch Network. Climate’s enfants terribles: how new
Member States’ misguided use of EU funds is holding back Europe’s
clean energy transition. Report. December 2015.

Analysis:
Over the period 2014–2020, EU Cohesion Policy will invest some EUR 27
million in renewable energy in Latvia. These investments are expected to
contribute to around 40 MW of additional capacity of renewable energy
production (p. 12).

Recommendations:
Investment in the energy sector is mostly determined by political debate
on gas import diversification, therefore not enabling energy sector
transformation. With its focus on the further promotion of bio-mass
(wood-fuel), development of sustainable renewables like wind power
and solar power is left neglected.
Investments in sustainable, locally available renewable energy sources
must be expanded (13).

Sources:
CEE Bankwatch Network. Climate’s enfants terribles: how new
Member States’ misguided use of EU funds is holding back Europe’s
clean energy transition. Report. December 2015.

Analysis:
The EU Cohesion policy provides for important investment possibilities
to implement energy policy objectives in Latvia (p. 11).

Recommendations:
The EU Cohesion Policy investments 2014–2020 will support Latvia’s
continuous and steady progress towards its national climate goals for
2020 and 2030. However, the investments will support the rather
incoherent existing policies and strategies and will not have a significant
impact on improving the overall strategic approach to reach
sustainability and transform the energy system (14).

Sources:
CEE Bankwatch Network. Climate’s enfants terribles: how new
Member States’ misguided use of EU funds is holding back Europe’s
clean energy transition. Report. December 2015.
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CONTACT
Latvian Green movement/CEE Bankwatch Network
Selina Vancane
Gertrudes street 19/21-3, Riga, Latvia
Selina.vancane@bankwatch.org
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Lithuania
Lithuania

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
Import dependency in Lithuania is higher than for the EU as a whole.
Import dependency in 2013 was 100% for gas and at very high levels for
petroleum products. However, after the LNG Terminal in Klaipeda came
into operation, Lithuania diversified its gas imports, although it still
imports most of its gas from Russia.

Recommendations:
In 2016, Lithuania will import more gas from Norway than from Russia.
The new agreements provide an increase in the supply of liquefied
natural gas to Lithuania of more than 1 billion cubic meters. At the same
time, the need for gas in Lithuania is expected to be about 2 billion cubic
metres.

Sources:
Lithuania to Import more Gas from Norway than Russia in 2016
(2016). Article. UAWire.
Norway to surpass Russia as Lithuania's top gas supplier in 2016
(2016). Article. Reuters.

Analysis:
Lithuania remains highly dependent on electricity imports (64% in 2013),
mainly (44%) from the Russian Federation. In order to address this issue,
Lithuania is considering a possibility to build a regional nuclear power
plant together with other regional partners.

Recommendations:
Lithuania’s new energy strategy suggests bringing the Visaginas nuclear
power plant project, which has not made any progress over the
government’s 2012–2016 term, to a halt until it becomes economically
beneficial in terms of market conditions or become needed to ensure
safe power supplies.

Sources:
Geropoulos K. Atomenergopromsbyt General Director Dmitry
Sukhanov tells New Europe the actual commissioning of the power
units of Baltic NPP would happen in the beginning of the next decade
(2016). Article. NewEurope.
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A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
Regarding gas prices, the diversification of import sources via the new
LNG terminal has positive impacts on prices.

Recommendations:
However, LNG terminal maintenance costs push up the final gas price
significantly.

Sources:
Miškinis A., Rastenienė A., The Lithuanian economy as a European
Union member state (2016) In Small States and the European Union
(ed. by Lino Briguglio); p.118.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
<...> primary energy intensity in Lithuania has significantly decreased
since 2005, although it remains well above the EU average.

Recommendations:
Primary energy intensity has decreased significantly over the period 2005
to 2013. According to International Energy Agency data, energy intensity
is always shown as far above EU average in Eastern and Central European
countries. This is because of the calculation methodology used, then
national GDP is recalculated to US dollars based on 2005 prices.
This methodology does not take into account purchasing power parity,
or GDP calculation differences in countries. Correspondingly high
primary energy intensity figures are determined primarily by lower GDP
level in CEE countries. Because of lower prices and differences in GDP
calculation, the added value of the same products and services in CEE
countries is significantly lower than in WE countries. Therefore primary
energy consumption per GDP unit (calculated according to currency
exchange rate) is always lower in CEE countries than in WE countries
despite the fact that energy efficiency has increased significantly in these
countries during the last decade. In order to evaluate countries’ potential
for energy efficiency improvement, GDP has to be calculated based on
purchasing power parity. An assessment based on purchasing power
parity calculations reveals that in 2011 energy intensity in Lithuania was
already just above the EU average (by 15.5%).

Sources:
V. Miškinis et al. Energijos vartojimo Lietuvoje ir ES šalyse
tendencijos / Trends of energy consumption in Lithuania and EU
countries (2014), Energetika.
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POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
In 2012, Lithuania adopted a Strategy for the National Climate Change
Management Policy for the period 2013–2050 as the country's lowcarbon development strategy. The Strategy, covering adaptation and
mitigation policies, sets binding targets for 2020, and sets indicative goals
and objectives for the medium (2030–2040) and long run (2050). An
Inter-institutional Action Plan and biennial reports to Parliament have
been established to ensure the timely implementation of the Strategy,
for which an update is planned after 2019.

Recommendations:
The Inter-institutional Action Plan does not cover the complete 2014–
2020 financial period, and contains partial measures. A long-term and
predictable investment environment is needed to attract investment
into particular renewables and sustainable mobility measures.

Sources:
CEE Bankwatch Network. Climate’s enfants terribles: how new
Member States’ misguided use of EU funds is holding back Europe’s
clean energy transition. Report. December 2015. p. 54.

COHESION POLICY CONTRIBUTION
Analysis:
Over the period 2014–2020, EU Cohesion Policy will invest some EUR 330
million in renewable energy in Lithuania. These investments are
expected to contribute to around 760 MW of additional capacity of
renewable energy production.

Recommendations:
Further renewables development will help to solve climate change
problems and also increase Lithuanian energy independence. However,
dedicated support for renewables is limited to support for solid biomassburning power plants, which would significantly reduce heating prices for
citizens. Lithuania has already reached its Europe 2020 target for
renewables, and more rapid wind and solar power plant development is
not being promoted by the Lithuanian government.

Sources:
CEE Bankwatch Network. Climate’s enfants terribles: how new
Member States’ misguided use of EU funds is holding back Europe’s
clean energy transition. Report. December 2015. p. 59.
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CONTACT
Centre for Sustainable Development
Liutauras Stoškus – director
A. Stulginskio 5-43 – Vilnius, Lithuania
l.stoskus@dvcentras.lt
T: +370 687 97311
http://dvcentras.lt
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Malta
Malta

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
The energy mix of Malta differs totally from the one of the EU-28 due to
a quasi-exclusive use of petroleum products. Therefore, Malta has
focused its efforts on reforming the energy sector to diversify the energy
mix. These measures are expected to bring an end to the oil dependency
of the electricity sector, although import dependency will remain high
(for gas and electricity).
Import Dependency
Malta has a fuel import dependency ratio of practically 100%. There is no
data on the main trading partners of Malta regarding petroleum
products. No gas is used in the energy mix.

Recommendations:
Partly agree with the European Commission’s views that the energy mix
is quasi-exclusive to petroleum products and that Malta is almost fully
dependent on imports for fuel. It is worth mentioning that the picture
might already be better than that outlined for 2013, given investments
which led to Malta being linked to the electricity grid in the end of 2014,
the construction of a new fired-gas power station and the new BWSC
conversion which will see a switching of liquid fuel oil to (less polluting)
natural gas, which will lead to less fuel import dependency. Upgrades in
the electricity distribution network to enable connection to renewable
energy installations, the recent uptake trends of households investing in
PV panels (grant schemes and favourable feed-in tariffs), and the
involvement of Malta in one Project of Common interest which would
connect Malta to the European Gas network will further improve the
situation in the coming months. Public-private partnerships for solar
farms could also result in improvements.

Sources:
Malta’s National Reform Programme, April 2016, publication of
Ministry for Finance.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
Interconnections
The commissioning of the electricity interconnector between Malta and
Italy on 9 April 2015 (supported by the European Energy Programme for
Recovery) marked an end to the isolation of the Maltese distribution
network from the rest of Europe. As a result, Malta's electricity
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interconnection capacity increased from 0% to approximately 35%. In
addition, a new gas-fired CCGT power plant and a Liquified Natural Gas
facility (LNG) are being built. In addition, the existing power plant will be
converted to run on natural gas once the new LNG facilities are built.
Malta is involved in one Project of Common Interest (in gas): connection
of Malta to the European Gas network (gas pipeline with Italy at Gela and
Floating LNG Storage and Regasification Unit).

Recommendations:
The investment in the interconnector projector which has enabled Malta
to access the electricity grid, the investment in constructing a new gas
fired CCGT power plant, the current construction to build a new liquified
natural gas facility, the conversion of the Delimara 3 plant from heavy
fuel oil to natural gas and the involvement of Malta in one Project of
Common interest which would connect Malta to the European Gas
network are all relevant developments. We share the views of the
European Commission and appreciate that these investments will
contribute to the common goals of improving energy market designs,
empowering energy customers and facilitating energy distribution across
borders. On the other hand, one must recognise that in periods where
energy demand is primarily supplied through the interconnector project,
exogenous factors not necessarily related to Malta might disrupt energy
supply. A case in point happened on 16 January this year (details on this
case can be found in the hyperlink below).

Sources:
Malta Independent. Powercut that hit Malta overnight blamed on
interconnector with Sicily, N. Camilleri. Article published 17 January
2017.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
Energy Efficiency
Malta’s 2020 energy efficiency target was lowered this year from 0.825
Mtoe to 0.726 Mtoe expressed in primary energy consumption as the
Maltese authorities plan to increase generation efficiency in the coming
years. The target for 2020 expressed in final energy consumption was
increased from 0.493 Mtoe to 0.547 Mtoe due to economic growth,
which means that the target became less ambitious. Malta would need
to increase its current efforts, in line with its National Energy Efficiency
Action Plan, regarding energy efficiency to reach its 2020 target
expressed in final energy consumption.

Recommendations:
Agree. Malta has made considerable efforts to improve its energy
efficiency and to diversify its energy mix. Primary energy intensity has
decreased since 2005 at a faster pace than for the EU as a whole, and is
now lower than the EU average. Indeed, energy consumption in industry
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in terms of its ratio to the sector’s gross value added is lower than for the
EU. The absence of very energy-intensive, large industrial activities plays
a role in this. Electricity tariffs for medium-sized industries remain high
despite the reduction in 2015.

Analysis:
Energy intensity
Primary energy intensity in Malta has decreased since 2005 at a faster
pace than for the EU as a whole, and is now lower than EU average.
Energy consumption in industry, when reported to gross value added of
the sector, is lower in Malta than for the EU as a whole, and could be
explained by sectoral specialisation.
Specific energy consumption by households is way below EU average.
The specific energy intensity of passenger cars increased since 2005, and
is now above EU average (since Malta is a small island, the models used
to calculate EU energy intensity are at their limits of accuracy and should
therefore be interpreted with caution).
EU legislation sets mandatory CO2 emission reduction targets for new
cars and vans. By 2021, the fleet average to be achieved by all new cars
is 95 grams of CO2 per kilometre. For new vans, the fleet average is set
at 147 g/km by 2020.
Regarding transport performance, in EU-28 the inland freight modal
shares are 71% by road, 17% by rail, 7% by inland waterways and 5% by
pipelines. The respective inland passenger modal shares are 82% by
private car, 9% by buses and coaches, 7% by railways and 2% by tram and
metro. In Malta, freight and passenger transport is completely based on
road, as there is no rail infrastructure.

Recommendations:
Partly agree with the European Commission’s analysis, though it could
emphasise further the high rates of car ownership, use, congestion and
external costs. Recent developments may see some improvements:
Government investments in additional Euro VI buses; incentives for
parents whose children make use of school transport; incentives for
electric vehicles; marketing campaigns to stimulate the conversion of
vehicles to autogas; tax deduction for businesses to buy hybrid vehicles
and electric vehicles; grants for the purchase of electric cars and the
scrapping of combustion engine vehicles; for people purchasing bicycles
and pedelec bicycles; bicycle racks; and reduction in the annual
circulation license fee for motorcycles with engines up to 125cc and
removal in the registration tax on electric motorcycles are all intended to
stimulate a modal shift. However there has been little action in
attempting to penalise car use or internalise external costs, which could
see a much needed reduction in car use.

Sources:
Institute for Climate Change and Sustainable Development of the
University of Malta, May 2014. Study on the external costs of traffic.
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Malta’s National Reform Programme, April 2016, publication of
Ministry for Finance.
Ministry of Finance, The Budget 2016, October 2015.
Ministry of Finance, The Budget 2017, October 2016.

DECARBONISATION OF THE ECONOMY
Analysis:
NON-ETS GHG Emission Reduction Target 2020 & Emission Indicators
Emissions have decreased by approximately 2% between 2005 and 2014
approximated data. According to its 2015 projections, Malta is on track
to reach its greenhouse gas emission reduction target for 2020.
In Malta the Energy sector contributes to 65% of the total emissions, a
share that is well above the EU average. This is due to the 99% share of
petroleum in the energy mix. It is projected that total GHG emissions are
expected to fall by around 40% by 2016 relative to 2013, with the power
generation sector share dropping to around 44% of the total emissions
as from 2016 onwards (Source: Policies and Measures (PAMS) Malta
2015).
In 2014 the revenues from the auctioning of ETS allowances amounted
to EUR 3.9 million, which are used or planned to be used for energy and
climate-related purposes, mainly in the renewables sector.

Recommendations:
In support of this and to review the commitments made by the Maltese
Government in this area, it is possible to refer to the latest statement
delivered by Malta at the United Nations Framework Convention on
Climate Change, COP 22 in Marrakech. Malta has started the work on
developing a Low Carbon Development Strategy. This requirement has
been inscribed into the national legislative framework - Climate Action
Act, 2015 (CAP543).

Sources:
Address by Malta UNFCCC COP22, Marrakech, November 2016.
Malta’s National Reform Programme, April 2016, publication of
Ministry for Finance.
Malta’s Climate Action Act, July 2015.
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Analysis:
Renewable Energy Share Target 2020
Malta's renewable energy share has recently increased, reaching 3.8% in
2013, above the indicative trajectory towards the 2020 renewable
energy targets. However, significant renewables deployment is needed
in view of the steeper trajectory towards 2020. Use of the cooperation
mechanisms with other Member States could be considered to facilitate
the achievement of the renewable energy target.

Recommendations:
Agree with the European Commission. Despite the numerous effort by
Government to increase the share of renewable energy, it is still not
enough to reach the renewable energy share target of 2020. Based on
the National Reform Programme “Government is committed to raise the
share of energy from renewable sources in gross final energy
consumption to 10 per cent (estimated at 4.7 per cent in 2014).” …”The
Government is also committed to raise the proportion of renewable
energy used in all forms of transport to 10 per cent by 2020 (estimated
at 4.7 per cent in 2014).” On the ground, Government has extended
schemes on the purchasing of solar water heaters and roof insulation and
re-launched grant schemes and feed-in tariffs to promote the purchase
of photovoltaic systems. A partnership between the Government and
private enterprise is also being setup in order to develop solar farms on
Government property.

Sources:
Malta’s National Reform Programme, April 2016, publication of
Ministry for Finance.
The Energy Sector in Malta, Malta Resources Authority, presentation
(2013).

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
Malta allocates a very low share of its public support to R&D to the field
of sustainable energy, low-carbon and environment.

Recommendations:
Partially agree with the European Commission as, while it is inevitable to
mention that Malta’s figures are low in comparison to other EU and nonEU countries, this has to be viewed in light of Malta’s specificities and
limited capacity building due to the small size of the island. Despite these
limitations due to Malta’s inherent characteristics, a number of
measures were introduced in 2016 to tackle this (outlined in section 4.4
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in Malta’s National Reform Programme). Furthermore, the situation
might be less negative when viewed in relation to Malta’s GDP. In 2013
Malta’s national gross domestic (GERD) target envisaged within the
Europe 2020 Strategy was revised from 0.67 per cent to 2.0 per cent of
GDP by 2020. According to provisional figures by Eurostat, Malta
recorded a provisional GERD of 0.83 per cent of GDP during 2014.

Sources:
Malta’s National Reform Programme, April 2016, publication of
Ministry for Finance.

ADDITIONAL COMMENTS
Analysis:
Malta has not yet established a medium- to long-term strategy on energy
and climate covering the period beyond 2020, and no specific targets for
2030 have been set. Current climate-related measures are outlined in the
"National Strategy for Policy and Abatement Measures relating to the
Reduction of Greenhouse Gas Emissions" published in 2009 covering
until 2020.

Recommendations:
Agree with the position on the urgent need to set effective policy targets
in relation to the 2030 Energy targets. Nonetheless, there is common
agreement to spend more on climate finance as concluded in the Paris
Agreement on Climate Change.

Sources:
Conclusions from Paris Agreement on Climate Change, December
2015.

CONTACT
University of Malta – Institute for European Studies
Dr Stefano Moncada
T: +356 2340 3095
stefano.moncada@um.edu.mt
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The Netherlands
The Netherlands

DECARBONISATION OF THE ECONOMY
Analysis:
Targeted GHG emission reduction will slow down after 2020, as the
Netherlands is expected to become a net exporter of electricity leading
to an expansion of fossil fuel combusted power plants.
The renewable energy share for 2015 is 5.8% and an expected 6.4% by
2016. The 2020 target of 14% is likely not to be met, but the 2023 target
of 16% is probably achievable. A further sustained increase of the share
is not likely without continued (financial) support by the government.

Recommendations:
The energy tax system re energy carriers is fundamentally flawed by a
lack of proper taxation of the carbon content of fossil fuels, in particular
coal.
Reconsider the energy tax system, including the termination of the coal
tax in 2016, and adjust it to achieve a more appropriate taxation of
carbon.

Sources:
ECN, NEEA, CBS, RON. (2016) National Energy Review 2016.
EEA (2016). Environmental taxation and EU policies.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
“The Netherlands is below the EU average and main worldwide partners
in terms of public support share allocated to research and innovation in
the field of energy and environment. However, in terms of intensity of
low-carbon technologies patents, country X performs much better, at a
higher level than the EU as a whole and most trading partners.”

Recommendations:
These indicators should be checked regularly, and increasing should be
considered when they fall behind, in particular in the longer term.

Sources:
ECN, NEEA, CBS, RON. (2016) National Energy Review 2016.
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POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
Reduction of GHG emissions up to 2020 is on track to comply with its
target (-16%), with an expected decrease of 23%. A court decision has
requested the government to adapt policies in order to achieve a 25%
reduction by 2020. An appeal is pending. Beyond 2020 a slowing down
of speed is expected, with an estimation of a 30% reduction (compared
to 1990) by 2035. Meeting the target of 85–90% by 2050 is unlikely
without further policies.
A vision on a sustainable fuel mix for transport (adopted in 215) is
underway.

Recommendations:
A target of -36% reduction by 2030 (compared to 2005) has been
proposed by the EC for NL non-ETS sectors. Ceilings should be set for
separate sectors and adequate plans and policies should be designed.
Visions should be developed for all non-ETS sectors.

Sources:
ECN, NEEA, CBS, RON. (2016) National Energy Review 2016, Ministry of
Infrastructure and Environment. A vision on sustainable fuels for
transport.

CONTACT
Green Budget Europe
Hans Vos
Rue du Trône 4 – B-1000 Brussels, Belgium
hansbvos@gmail.com
T: +32 2 514 34 80
www.green-budget.eu
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Poland
Poland

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
The factsheet finds declining employment in the energy sector, with
employment in renewable energy significantly lower than the EU
average.

Recommendations:
A more in-depth analysis is needed to fully explain the employmentenergy
nexus
in
Poland.
First of all, the country has over 90,000 miners working in companies that
generate huge losses (1) and are being artificially kept afloat.
Employment in the sector is decreasing, but the renewable energy and
energy efficiency sectors, which could offset the loss of jobs in mining,
are facing barriers which obstruct their development, such as the new
spatial planning rules which froze 99% of new onshore wind investments
(2), or the lack of meaningful government support for thermal
modernisation of residential houses, 70% of which are poorly insulated
in Poland. These factors should be present in the factsheet to give a fuller
picture
of
the
situation.

Analysis:
The factsheet notes that Poland is a net importer of coal and that the
trade deficit in oil trade is currently low, but only thanks to low oil prices.
It also observes (in a different section) that Poland’s import dependence
is growing for hard coal and already very high for oil.

Recommendations:
The picture would be clearer and more complete if the factsheet noted
the contradiction between the measures and policies aimed at keeping
the Polish energy system coal-based (on the grounds that coal is a
domestically produced resource) and the growing coal imports (3), which
increase Poland’s exposure to volatility in global markets (and, since
much of the imported coal comes from Russia, increase the country
supplier concentration index).

Sources:
Gazeta Wyborcza (2016). 1,3 mld zł straty górnictwa na sprzedaży
węgla. Branża chce mniejszych podatków i składek [Mining industry
loses PLN 1.3 billion on coal sales, asks for lower taxes and levies].
Article published on 7 November 2016. In Polish.
Business Insider Polska (2016). "Ustawa wiatrakowa" PiS zamroziła
99 proc. inwestycji na ponad 500 mln zł [Law and Justice windfarm
bill freezes 99% of investment worth a total of PLN 500 mln]. Article
published on 11 August 2016. In Polish.
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WNP.PL Portal Gospodarczy (2016). Import węgla do Polski wzrósł o
blisko pół miliona ton [Coal imports to Poland go up by half a million
tonnes]. Article published on 19 October 2016. In Polish.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
On the energy mix, the factsheet notes Poland’s heavy reliance on solid
fuels and observes that the Polish share of renewables increased more
than the EU average since 1995.

Recommendations:
That description obfuscates some important problems with Poland’s
energy mix. It is a significant omission that the factsheet does not look
into the role of co-firing of biomass and coal in Poland’s renewable
energy figure, which is expected to grow further, as Poland apparently
plans to meet its renewables target mainly by going for more co-firing
(4), while onshore wind, prosumer PV and energy efficiency are
completely neglected. The demand for timber boosted by this policy has
been having an adverse impact on Poland’s forests, with the conflict over
the Białowieża Forest as the prime example, and even on trees in urban
areas, where weak environmental protections (which have recently been
loosened further) and growing market demand for firewood have
created a massive pressure on urban trees, exacerbating the urban air
pollution problem (5). The one-sided focus on biomass will lead to more
environmental problems and should be addressed, especially since
government support for co-firing effectively amounts to a marketdistorting coal subsidy, as the European Commission recently observed
(6).

Sources:
Teraz Środowisko (2016). Zagrożone cele dotyczące OZE? Pomoże
współspalanie biomasy [RES targets unlikely to be met? Co-firing of
biomass will help]. Article published on 15 April 2016. In Polish.
Gazeta Wyborcza (2015). Obezwładniające: w Warszawie w 6 lat
wycięto aż 150 tys. Drzew [Devastating. Warsaw cut down 150.000
trees in six years]. Article published on 12 February 2015. In Polish.
Rzeczpospolita (2016). Prawo dla ekosiłowni do poprawki [Rules on
eco power plants need fixing]. Article published on 7 November
2016. In Polish.
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A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
The factsheet notes that wholesale electricity prices are above the EU
average in Poland, with household retail prices below the EU average.

Recommendations:
This may be a correct description of the current state, however, the
factsheet does not mention the government’s recent plans to
considerably increase the so-called “transitory charge” in energy bills,
effectively to subsidise the coal sector. The charge will significantly
increase the costs of energy, especially for SMEs and households, with
repercussions for SME competitiveness, purchasing power and energy
poverty levels (7).

Sources:
Odnawialny Blog (2016). Dopłata do węgla w ustawie o OZE droższa
niż dofinansowanie do OZE [Coal surcharges in RES bill more
expensive than RES subsidies]. Article published on 22 May 2016. In
Polish.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
The factsheet notes that Poland’s current primary energy consumption
is below the 2020 target and that GDP growth is quite strongly decoupled
from energy consumption. In the same paragraph the factsheet warns
that not increasing the energy consumption significantly may be
challenging for Poland in view of expected GDP growth.
The factsheet also states that Poland’s economy is among the most
energy intensive in the EU.

Recommendations:
The statements on decoupling and GDP growth seem to be contradictory
and maybe a more precise explanation is needed. However, the most
important piece of information, which should be highlighted more,
concerns energy intensity, because it points to an untapped economic
potential and possible solutions to Poland’s problems. For instance, it is
significant in the context of the capacity gap that the country will have to
bridge somehow as the obsolete and polluting coal power plants go off
grid in a couple of years. Poland’s successive governments have hoped
that the planned nuclear power plant would fill the gap, but it is
extremely unlikely to be ready on time (8). According to Greenpeace
calculations, investing the same amount of money into energy efficiency
would save Poland more energy than the nuclear power plant is expected
to produce (9). By choosing the path of energy efficiency Poland would
also be able to address energy poverty, create many more jobs and avoid
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social conflicts. That is why the potential for energy savings should be a
crucial message and get more focus in the factsheet.

Sources:
TVN24BIS (2015). Elektrownia jądrowa w Polsce później? PGE EJ1
weryfikuje project [Nuclear power plant later than expected? PGE
EJ1 revises its plans]. Article published on 24 July 2015. In Polish.
Popczyk, J., (2015). Elektrownie jądrowe w Polsce i ich alternatywa
[Nuclear power plants in Poland and the alternative]. Publication of
Greenpeace Poland, October 2015. In Polish.

DECARBONISATION OF THE ECONOMY
Analysis:
The factsheet observes that Poland will need to make an additional effort
to meet the 2020 renewables targets.

Recommendations:
It does not, however, take note of Poland’s recent actions in this
respect, which have slowed down the country’s transition to
renewables, if anything. The development of onshore wind has been
halted by the new spatial planning legislation, the new rules on
prosumers have made individual investments in PV risky and unlikely to
generate profits, the new system of auctions is tilted in favour of biogas
and co-firing of coal and biomass, and against wind and solar, and the
government’s plan is to try to meet the renewables target by going for
more co-firing (10). All this should be a red flag in the factsheet because,
as things stand now, it is far from certain that Poland will be able to meet
its renewables targets (11) and, as the Supreme Audit Office found
recently, Poland’s industry is unprepared to meet its commitments
under the EU Energy and Climate Package (12).
Sources:

See sources 2, 4, 6 above.
Schnell, C. (2016). Wykonanie celu OZE 2020. Analiza stanu
obecnego i prognoza [Progress towards RES targets 2020. Current
status and prospects]. Publication of SOLIVAN B. Miszkurka
Adwokaci i Radcy Prawni sp. p. in co-operation with
WYSOKIENAPIECIE.PL and INSTYTUT JAGIELLOŃSKI.
Najwyższa Izba Kontroli (2016). Dostosowanie polskiego przemysłu
do wymogów Pakieto energetyczno-klimatycznego [Adaptation of
Poland’s industry to the requirements of the Climate and Energy
Package]. Publication of the Supreme Audit Office of Poland, 4
November 2016.
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RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
The factsheet notes that Poland spends more than the EU average on
R&D in sustainable energy, low carbon and environment, but at the same
time is way behind the EU average in terms of the number of low-carbon
technology patents.

Recommendations:
These findings beg a closer analysis because clearly something is wrong
here and money is being spent but no results are produced. One of the
reasons to explore could be that Poland is supporting research into deadend technologies such as underground gasification of coal and other
ways to make coal “clean”, which are not promising in themselves, but
still get support because of the country’s attachment to coal (24).
Poland’s poor patent performance may also be a reflection of its
reluctance to embrace energy transition, which is a driver of innovation
in other countries. It may be the case that the obsolete coal-based
energy sector is not generating impulses to attract innovators, and the
regulatory environment hostile to renewables is not helping either. In
the medium and long term, this situation risks leaving Poland behind in
terms of technological advancement, stuck in the middle-income trap
and with weaker foundations for further development.

Sources:
Puls Biznesu (2016). Zamienią węgiel na gaz [Turning coal to gas].
Article published on 27 April 2015. In Polish.

COHESION POLICY CONTRIBUTION
Analysis:
As detailed in the factsheet, Poland has been allocated considerable
amounts of EU funds for the implementation of Energy Union objectives.

Recommendations:
It remains to be seen to what extent the EU cohesion money will be used
successfully to promote the Energy Union objectives, and sustainable
urban transport is the area in which the prospects look most promising,
while the development of renewables and decarbonisation will be
challenging in the present unfavourable regulatory environment.
Poland also hopes to benefit from the European Fund for Strategic
Investments, but the government-proposed list of potential projects to
be supported (14) does not look particularly promising in terms of
renewables and sustainability. It encompasses several fossils projects,
including retrofits of old coal power plants, a coal mine modernisation,
and a gas extraction project, as well as the enormously expensive and
environmentally destructive inland waterways projects, which would
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further undermine the economic position of Poland’s railways if
implemented, and would suck investments away from the rail sector.

Sources:
Ministry of Development (2016). Lista potencjalnych projektów
rządowych do wsparcia w ramach Europejskiego Funduszu na rzecz
Inwestycji Strategicznych [List of potential government projects to
be supported under EFSI]. Publication of the Ministry of
Development of Poland, 14 December 2016.

FURTHER COMMENTS
The general comment about the factsheet is that it presents quite dry
statistics, which only allow basic comparisons between the country and
the EU average in most cases, but do not look at current developments
or recent political decisions concerning energy, nor do they try to
identify the underlying causes and trends behind the figures.
In the case of Poland, that creates a picture which may be misleadingly
optimistic, because the country’s biggest problems as far as energy is
concerned remain off the radar.
Poland is not only heavily reliant on coal (which it imports in increasing
volumes), but is also politically committed to maintaining this reliance on
coal. The consequences include slower development of renewables due
to a regulatory environment skewed in favour of coal (35), serious and
persisting air pollution problems generating an unnecessary pressure on
the healthcare system(36), fewer green jobs than the country could
have, and depressed levels of innovation as the economy is not getting
the pro-innovation impulses coming from the energy transition.
Moreover, with an ageing fleet of coal power plants operating on
“permissions to pollute” because they do not meet the current
environmental standards, Poland is facing the prospect of a capacity gap
or the need to invest in retrofitting the old coal power plants and
extending their life well beyond 2020, with all the negative
consequences in the form of lock-in of obsolete energy technology and
uncompetitive energy prices, not to mention a compromised ability to
deliver on climate commitments.

Sources:
See source 6 above.
European Environmental Bureau, Sandbag, Climate Action Network
(CAN) Europe, Health and Environment Alliance (HEAL), WWF
European Policy Office (2016). Lifting Europe’s Dark Cloud. Report of
European Environmental Bureau, Sandbag, Climate Action Network
(CAN) Europe, Health and Environment Alliance (HEAL), WWF
European Policy Office, 11 October 2016.
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Portugal
Portugal

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“The macroeconomic significance of the energy sector in Portugal is
relatively limited compared to the EU average, in terms of share of total
employment. In contrast, it is relatively higher in terms of share in gross
value added. However while the share of energy in Portugal's gross value
added has increased (0.8 percentage points) considerably between 2005
and 2011, the share in total employment has instead decreased (0.3
percentage points) over the same period.” (p. 1)

First comment:
Updated data from the EurObserv’ER shows that the number of direct
and indirect jobs in renewable energy amounted to 17,650 in 2014.
When compared with 2013, jobs remained constant for solid biomass
(8,000 jobs), wind power (3,000 jobs), small hydropower (1,700 jobs),
and geothermal energy (<100 jobs). Sectors observing a decrease in the
number of jobs included heat pumps (850 to 700 jobs), solar-thermal
(600 to 500 jobs), renewable urban waste (300 to 250 jobs), and biogas
(150 to 100). Finally, only two sectors had an increase in employment,
namely biofuels (1,400 to 1,500), and photovoltaic, which doubled the
work force (900 to 1,800). The net balance between the two years was
an increase of 700 jobs (1). The employment in renewable energy
represented 0.35% and 0.45% of total jobs and employees (i.e. paid jobs)
in 2014, respectively (2).

Second comment:
The study – “The macroeconomic impact of the renewable electricity
sector in Portugal” (Impacto macroeconómico do setor da eletricidade de
origem renovável em Portugal) (3) – provides different data when
compared with the previous sources. Accordingly, it shows that
employment in the renewable electricity sector amounted to a total of
41,542 direct and indirect jobs in 2010, followed by a decrease to 37,331
jobs in 2011, and an increase to 40,205 and 40,727 jobs in 2012 and 2013,
respectively. The weight of the different types of renewable sources in
total employment was 50.4% for wind, 37.3% for hydropower, 7.8% for
solar, 4.03% for bioenergy (biomass, renewable urban waste, and
biogas), and the remaining 0.5% for other sources (e.g. wave and tidal
energy, geothermal). Moreover, the study estimates an increase in the
number of jobs to values ranging from 66,900 to 88,023 jobs in 2030,
according to different scenarios.
One of the reasons explaining the data discrepancy between (1) and (3)
is that the former reference only focuses on small hydropower, while the
latter also includes large hydropower.
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Recommendations:
Support the creation of employment in research and innovation areas as
well as in technical support associated with the development and
implementation of renewable energies. Closer attention may be given to
solar energy as it was pointed to as an investment priority in the EU, and
was classified as the sector generating more employment per MW
installed (i.e., 12.1 jobs/MW) (3); to biomass energy, under the current
process of public discussion about the reform of the Portuguese forest
(4); and the development of marine-based energy, which is referred to
in the National Ocean Strategy (5). Despite its high level, in the third
semester of 2016 Portugal presented the lowest unemployment rate
since 2011, notably of 10.5% (6). The renewable energy sector could be
a strategic sector in employment policies.

Sources:
Observ’ER (2015). The state of renewable energies in Europe Edition 2015. 15th EurObserv’ER Report.
Statistics Portugal (2016a). National accounts – jobs.
APREN (2014). Impacto macroeconómico do setor da eletricidade de
origem renovável em Portugal.
Governo de Portugal (2016). Consulta pública sobre a reforma das
florestas.
Governo de Portugal (2014). National Ocean Strategy 2013–2020.
Statistics Portugal (2016b). Taxa de desemprego (%).

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
The Commission’s analysis presents a total energy import dependency of
74% in 2013. (p. 3) According to the source below (7), the energy
dependency in that year was 71.5%. Projections from this study for 2030
indicate a potential energy dependency ranging between 65.1% and
68.1%, according to different scenarios.

Recommendations:
Increase the support in the development of renewable energies, moving
from investments in more conventional sources like hydropower plants
to other sources, that can also represent lower environmental impacts
(e.g., solar, biomass).

Sources:
APREN (2014). Impacto macroeconómico do setor da eletricidade de
origem renovável em Portugal.
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ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
Based on the Commission’s analysis, Portugal’s inland passenger modal
shares in 2013 were: 88% by passenger cars, 7% by buses and coaches,
4% by railways, and 1% by tram and metro (p. 7). Estimated data for 2014
shows an increase in the passenger cars’ share to 89.8%, and a decrease
in the share associated with buses and coaches (6.1%). The category
referring to trains corresponds to a share of 4.2% (8).

Recommendations:
Tax incentives for the use of public transport to work for employers and
workers (9), especially in large urban areas.
Investments in the railway system. Currently, the Plano Ferrovia 2020
(Railway Plan 2020) considers the implementation of several
investments in new and existing railway network (10).
Incentives for the purchase of bicycles through the possible reduction of
personal income tax (9).
Promote car sharing through measures such as the allocation of parking
or the implementation of incentives for the creation of (electric) car and
bike sharing operators (11).
Implementation of integrated intermodal transport tickets in urban
areas (11).

Sources:
Eurostat (2016). Modal split of passenger transport.
Zero (2016). Análise da proposta de orçamento de Estado para 2017.
Infraestructuras de Portugal (2016). Plano de investimentos em
infraestruturas Ferrovia 2020.
Governo de Portugal (2015). Programa do XXI governo
constitucional 2015-2019.

DECARBONISATION OF THE ECONOMY
Analysis:
“Portugal is lagging behind fulfilment of the renewables in the transport
sub-target.” (p. 8)

Recommendations:
Support the modification of the public transport and public
administration fleet, gradually integrating more hybrid and electric
vehicles (9; 11; 12).
Support the development of the National Electric Mobility Network Mobi.E (11; 13).
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Promote the use of electric car and bike sharing through, inter alia, tax
deductions, and the implementation of networks fitting the mobility
needs of the commuters (9; 11).
The State’s budget for 2017 maintains the current moratorium for the
incorporation of 7.5% of biofuels in diesel and petrol, not following the
expected rise for 2017 (9; 11; 12). On this basis, we recommend
evaluating the possible higher incorporation of biofuels in the following
year, taking into consideration its environmental and socio-economic
impacts.

Sources:
Governo de Portugal (2016). Relatório do Orçamento de Estado
2017.
National Electric Mobility Network - Mobi.E.

REGIONAL COOPERATION
Analysis:
In addition to the Commission’s analysis, it is important to consider
regional cooperation in terms of the management of large hydropower
plants and the use of water resources, as well as the mitigation of risks
associated with Spanish nuclear energy plants located in border areas
(14; 15; 16).

Recommendations:
Evaluate the social and environmental risks of existing nuclear energy
plants in border regions, and the risk of water scarcity under future socioeconomic and climate change scenarios.

Sources:
Grupo parlamentar do Bloco de Esquerda (2016). Projeto de
resolução Nº 202/XIII/1ª.
PAN (2016). Projeto de Resolução Nº105/XIII/1ª.
Resolução parlamentar (2016).

CONTACT
Fundació ENT
Luís Campos Rodrigues / Ignasi Puig Ventosa
Sant Joan 39 1º 08800 Vilanova i la Geltrú, Barcelona (Spain)
ipuig@ent.cat
T: +34 938935104
www.ent.cat
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Romania
Romania

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“Even if Romania’s current primary energy consumption (30.9 Mtoe in
2012) is below its 2020 target, it should continue its current efforts
regarding energy efficiency to keep the primary energy consumption at
this level or increase it only slightly so that it will reach its 2020 target
even if the economy continues to grow in the next five years. In the
second half of 2015 further steps are expected to complete energy
efficiency legislation and facilitate the implementation of ‘alternative
measures’ in accordance with Article 7 of the Energy Efficiency
Directive.” (p. 6)

Recommendations:
Romania should improve energy efficiency as a first priority for its energy
security.
Energy efficiency of industrial operators and the housing sector requires
substantial investments.
Increasing energy efficiency in businesses is key to improving Romania's
competitiveness and contributing to job creation, with a particular
potential in agriculture and food processing, and through the promotion
of eco-innovation in SMEs.
Romania has reached its average 2011–2012 indicative trajectory for
both the Renewable Energy Directive and the National Renewable
Energy Action Plan, but limited progress has been made so far in
improving energy efficiency, and further efforts are needed to develop
policies across the relevant sectors (housing, public buildings and
infrastructure, SMEs and the agricultural sector) and to implement them.

Sources:
Partnership Agreement Romania 2014–2020. Energy consumption
and efficiency potential. In English.
Large Infrastructure Operational Programme 2014–2020. In
Romanian.
European Environmental Agency (2013). Trends and projections. In
English.
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DECARBONISATION OF THE ECONOMY
Analysis:
“Romania has decreased its emissions by 9 % between 2005 and 2014
approximated data. According to its 2015 projections, Romania is
expected to reach its 2020 target, with a 15 % margin as compared to
2005” (p. 8).

Recommendations:
Enhancing carbon sequestration, emissions reduction and improvement
of air quality through agro-forestry systems, forest planting and
maintenance should also be promoted.
An efficient use of energy in public and private housing is also essential
to improve air quality and public health in urban areas.
The energy intensity of GDP in Romania is much higher than the EU
average and the second highest per capita in the EU, with a negative
impact contributing to high greenhouse gas emission levels.

Sources:
Partnership Agreement Romania 2014-2020. Energy consumption
and efficiency potential. In English.
European Commission, Position of the Commission Services on the
development of Partnership Agreement and programmes in
ROMANIA for the period 2014-2020. In English.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
“Romania has not yet established a medium to long-term strategy for
climate and energy covering the period beyond 2020.
The National Strategy on Climate Change 2013-2020 covers both
mitigation and adaptation sectors. The strategy has a horizon to 2020
and does not define quantitative GHG emission reduction targets post
2020. Romania is developing a consolidated climate change strategy,
complementing the future strategy with a low-carbon green growth
strategy and an action plan.
The National Energy Strategy is currently being revised in the
context of developments at EU level and at national level and based on
national objectives in terms of security of energy supply, competitive and
affordable electricity prices to the consumers, while taking advantage
of the natural energy sources” (p. 10).
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Recommendations:
The main purpose of the 2011-2020 Energy Strategy for Romania is to
produce energy based on the need to ensure security of energy
provision, sustainable development and competitiveness by focusing on
improving energy efficiency and promoting renewable energy sources.
Also, one of the fourteen strategic objectives is to reduce the negative
impact of the energy sector on the environment; however, only the new
Strategy 2016-2030 acknowledges the potential negative impact of the
energy sector, including RES, on ecosystems and biodiversity, but does
not foresee measures to prevent, reduce, and compensate for such
effects.
Measures to reduce negative impact or conservation measures
associated with infrastructure development, including indicators, are
described in the Environmental Report resulting from the SEA of the
Strategy 20111–2020 (in force until the adoption of the new Strategy)
and have been included in the Environmental Notification. It has been
noted that indicators for conservation measures are not correctly
associated.
Both Strategies do not integrate other national strategies and plans such
as the biodiversity conservation strategy. Reference is made to European
objectives on the reduction of Green House Gases (GHG) under the
Climate Change Strategy but without a development plan for the energy
sector, it is not possible to quantify the contribution of the Strategy at
European or global levels.
Other problems include: lack of integration of protected area
management plans approved; lack of scientific data on biodiversity; nonrecognition and thus non-implementation of the Environmental
Notification by the authorities subordinated to the issuing authority that
is the Ministry of Environment (because of procedural matters); the
monitoring methodology for conservation measures has been proved to
be deficient (e.g. improper correlation of indicators – for river
conservation measures, the performance indicator is the ecological
status of reservoirs).

Sources:
Energy Strategy for Romania 2011–2020. In Romanian.
Romania Energy Strategy 2016–2030, with perspective to 2050.
MAES process in Romania 2016. Report. In Romanian.

CONTACT
WWF Danube Carpathian Programme Office, Romania
Raluca Dan
Policy Manager
Str. Ioan Caragea Vodă, nr. 26, Corp A, sector 1 cod 010537, Bucharest, Romania
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T: +40 213174996
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Slovakia
Slovakia

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
”Slovakia is a net importer of energy products. The country has been
running a substantial energy trade deficit in the past decade even if it
decreased from 5.9% in 2008 to 4.3% in 2014. The deficit is mainly
attributable to gas and oil, even though coal also plays an important
role.”
The complex and still opaque regulatory framework is hampering
production and distribution of renewable energy. Connection of new
sources to the network is perceived as very difficult (1).

Recommendations:
Renewables and energy efficiency are key to both tackling climate
change and eliminating fossil fuel dependency (2). They should be
supported in order to decrease Slovakia´s high dependency on gas and
oil imports.
Slovakia should be more ambitious with its targets on energy efficiency
and renewable energy expansion in order to enhance energy
independence, support local economy and decrease its GHG emissions.

Sources:
European Commission (2016). Country Report Slovakia 2016.
CEE Bankwatch Network (2016). Climate's enfants terribles.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
“Slovakia has an import dependency above the EU average for all fossil
fuels as well as separately for gas and petroleum and products. In
particular, Slovakia imports almost all its gas from Russia. Consequently,
Slovakia experiences a significant energy trade deficit, expressed in
percentage of GDP, well above EU average.”

Recommendations:
The energy sector of Slovakia has for decades been based on nuclear
power, with 64.9% of all electricity produced from nuclear, and fossil
fuels – mostly gas and coal. Fossil fuels cover 71.7% of gross inland
energy consumption and Slovakia is almost 90% dependent on their
import. Renewables and energy efficiency are the key to both tackling
climate change and eliminating fossil fuel dependency (3). They should
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be supported in order to decrease Slovakia´s high dependency on
uranium and fossil fuel imports from Russia.

Sources:
CEE Bankwatch Network (2016). Climate's enfants terribles.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“Primary energy intensity in Slovakia has decreased at a fast pace (by
31.3% between 2005 and 2013), although in absolute terms it remains
almost twice the EU average. A high energy intensity reduction is also
recorded in the industrial sector, i.e. by 35% between 2005 and 2013 and
significantly more than the average energy intensity reduction in the
EU28.”

Recommendations:
Slovakia was the sixth most energy-intensive country in the EU with 0.22
toe per EUR 1,000 of GDP in 2014 (4). The overall energy consumption of
industry fell rapidly between 1990 and 1995, but then remained stable
until 2013 and decreased in 2014 (4). The Slovak government should
support measures to make the most of the 70% energy efficiency
potential (5) in Slovak industry based on best practices in industrial
sectors within the EU.
Official estimations of energy savings potential in buildings reach up to
30–50% of current energy needs of the sector. More detailed
assessments in some regions show potentials of more than 70% (6).
The law on energy efficiency No. 321/2014 sets a good framework, as
required by the Energy Efficiency Directive and the Energy Performance
of Buildings Directive, but greater political will to invest is required (6).

Sources:
Eurostat (2013) Energy intensity of the economy.
Danish Energy Agency (2011). Analysis of Energy Saving Potentials in
Selected EU Countries Based on a Sectoral Best-practice Approach.
CEE Bankwatch Network (2016). Climate's enfants terribles.

DECARBONISATION OF THE ECONOMY
Analysis:
“Slovakia has decreased its emissions by around 9% between 2005 and
2014 approximated data. According to its 2015 projections, Slovakia is
on track to overachieve its 2020 target, with a 17% margin between the
projected emission and its target, as compared to 2005.”
“With a 9.8% share of renewable energy in gross final consumption in
2013, Slovakia is above its 2013/2014 indicative trajectory of 9% towards
its 2020 target.”
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Recommendations:
Slovakia should develop an ambitious low-carbon development strategy
and secure its effective and broad implementation in order to preserve
its environmental, social and economic values.
Even in the regions with longer-term prospects for coal mining, the
priority must be to prepare for the end of coal mining and the
restructuring of the coal-mining regions (7). Shifting the overall
allocation of almost EUR 100 million annually from subsidies for
electricity production from lignite (8) (9) to financing a framework for
sustainable jobs, which do not undermine EU´s climate and energy
targets, is crucial.
Slovakia should be more ambitious with its targets on energy efficiency
and renewable energy expansion in order to enhance energy
independence, support local economy and decrease its GHG emissions.
Slovakia should also:


improve policies related to sustainability of biomass (10) and hydro
installations,



develop policies and plans for sustainable use of biomass for
energy production at all levels as an integral part of overall
strategy for decreased energy need and consumption (11).



Develop an entirely new concept of using the hydropower
potential of Slovak watercourses based on the best available
scientific knowledge on the impacts of hydropower facilities on the
environment. Including reliable assessments of their cumulative
impact on the status of water, habitats and landscapes (12).

Sources:
European Economic and Social Committee (2016). Opinion of the
European Economic and Social Committee on ‘Indigenous coal in the
EU energy transition’.
The Regulatory Office for Network Industries (2015), Decision
0304/2015/E.
Energia.sk (2015) There would be higher additional payment for less
electricity from domestic lignite.
Ministry of the Environment (2016). Criteria for sustainable use of
biomass in the regions of Slovakia for programmes in SR for 20142020 co-financed from ESIF.
Friends of the Earth – CEPA (2016). Effective and efficient use of
biomass.
For living rivers (2016). Petition for living rivers and clean water.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
“Slovakia has not yet established a comprehensive medium to long-term
strategy for climate and energy covering the post-2020 period.”
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The main objective of the government in the area of environment is to
create suitable conditions for progressive transformation on competitive
resource efficient and low carbon economy (13).

Recommendations:
Slovakia should develop an ambitious low-carbon development strategy
and secure its effective and broad implementation in order to preserve
its
environmental,
social
and
economic
values.
It is necessary to focus on supporting resource efficiency, decreasing
GHG and adapting to climate change, protection, conservation and
improvement of ecosystems, biodiversity and nature as well as
decreasing negative environmental impacts on health and
implementation of environmental policies (13).
Even in the regions with longer-term prospects for coal mining, the
priority has to be to prepare for the end of coal mining and the
restructuring of the coal-mining regions (14). It is crucial to shift the
overall allocation of almost EUR 100 million annually from subsidies for
electricity production from lignite (15) (16) to financing a framework for
sustainable jobs, which do not undermine the EU´s climate and energy
targets.

Sources:
Government of the Slovak Republic (2016). Manifesto of the
Government of the Slovak Republic for the years 2016 - 2020.
European Economic and Social Committee (2016). Opinion of the
European Economic and Social Committee on ‘Indigenous coal in the
EU energy transition’.
The Regulatory Office for Network Industries (2015), Decision
0304/2015/E.
Energia.sk (2015) There would be higher additional payment for less
electricity from domestic lignite.

CONTACT
CEPA Friends of the Earth Slovakia/CEE Bankwatch Network
Juraj Melichar
juraj.melichar@bankwatch.org
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Slovenia
Slovenia

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
The macroeconomic significance of the energy sector in Slovenia is
considerably higher than in the EU27 both in terms of share of the sector
in total gross value added and in total employment. The two shares also
increased visibly between 2005 and 2012 further distancing the EU
average.

Recommendations:
The transport sector represents by far the largest source of GHG
emissions: 50% of all GHG emissions in 2013 under Decision 406/2009 /
EC (mostly from road traffic). Because of the variability in emissions from
this sector, even a short-lived, but strong growth in the use of transport
fuels, could seriously jeopardise the fulfillment of the national target (1).
 It is important to strengthen the measures in the field of public
transport and ensure that they are given priority (1).
 In 2014 the share of RES in transport decreased, and amounted to
only 2.6%. This was significantly lower than the annual target in the
NEEAP and means a gap towards the 2020 target under Directive
2009/28 / EU (2,3) It is important to ensure the full implementation
of the measures in the NEEAP to achieve the target share of RES in
transport (2);
 Exemptions from /refunds of excise duties on energy amounted to
EUR 110 million in 2014 (15% more than in 2013) (3) and need to be
eliminated;
 The diesel vs petrol tax ratio has to increase in Slovenia. Disparity is
a tax subsidy to diesel (4).

Sources:
Institut Josef Stefan (2015). Professional Basis for Preparation of the
Annual Report on the implementation of GHG-2020. Energy
Efficiency Centre Publication from 15 November 2015. In Slovenian.
European Commission (2012).Eurostat (2016). Environmental taxes
in the EU-Environmental taxes made up 6.3% of tax revenues in the
EU in 2014-Taxes on energy contributed most in all Member States.
Press Release from 22 April 2016.
Umanotera (2013). Green Budget Reform in Slovenia: responding to
the crisis with a sustainable vision. Umanotera Report of July 2013.
Eurostat (2016). Energy production and imports – Statistics
explained. Eurostat website.
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ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
The energy mix of Slovenia is broadly in line with the one of the EU-28,
with the notable difference of a higher share of nuclear and lower of
gases. Compared to 1995, the share of solid fuels and petroleum and
products decreased (from 23% to 19% and from 38 to 34% of gross inland
energy consumption respectively), while the share of renewable energy
increased more than twofold, by 9 percentage points. The share of gases
decreased slightly, from 11 to 10% of the energy mix.

Recommendations:
The energy mix and import dependency of a certain country can be
compared to the EU-28 mix. However, that shouldn’t be a base for a
decision making. EU-28 and a country’s targets to achieve certain
environmental/import dependency goals in a certain time period is a
better base for decision-making.
 Slovenia is on track to reach its renewable energy targets, however
that is on the account of the hydro power. Other renewable energy
installations are almost non-existent. There is a national goal, (5, 6),
which is greater energy independence and only small, decentralised
installations can provide that. Plans of another nuclear unit increase
dependency on imported uranium and the recently developed
thermal power plant TES 6 (supported by EBRD) is highly cost
inefficient and requires dependency on imported coal. The only
acceptable long-term objective for Slovenia is carbon-free (6)
energy production.

Sources:

“Proposal for a framework for transition to a green economy with an
action plan 2015–2016”, Ministry of Environment and Spatial
Planning website. In Slovenian.
Ministry of Infrastructure website.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
Vulnerable consumers
According to three proxy indicators from the EUROSTAT SILC survey, fuel
poverty seems to be above the EU average in Slovenia and particularly
regarding arrears on utility bills. In 2013, due to unpaid electricity bills in
Slovenia the supply was stopped to 6877 household consumers, 0.03
percentage points more than in 2012. Nevertheless, vulnerable
consumers in Slovenia are protected by the Energy Law which forbids the
disconnection of low-income households with arrears on energy bills.
Consequently, the annual national regulatory authority's report states
that only few consumers were recognised as vulnerable in 2013.
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Recommendations:
There is a lot of space for energy efficiency improvements in private
building. These investments could substitute for direct support to the
poorest. Energy service contracting could be used, but needs to be
further developed (7).
At the same time, subsidies which are contrary to the achievement of the
objective of reducing GHG emissions are increasing over the years.
Around EUR 130 million (7) used from the state budget for these
subsidies could be used for energy efficiency refurbishments of private
buildings instead.
Cumulative savings of final energy due to the implementation of EEU
measures and the use of RES in the residential sector in 2014 amounted
to 628.5 GWh, the cumulative reduction in CO2 emissions 89.9 kt53. The
growth of both indicators compared to the previous year slowed down,
mainly due to a lower volume of Eco Fund grants EUR (17.6 million
compared with EUR 24 million a year earlier) and associated minor
effects (7).

Sources:
Institut Josef Stefan (2015). Professional Basis for Preparation of the
Annual Report on the implementation of GHG-2020. Energy
Efficiency Centre Publication from 15 November 2015. In Slovenian.

DECARBONISATION OF THE ECONOMY
Analysis:
In 2014 emissions decreased in relation to 2005, so that the interim
target for 2014 will be overshot by a margin of 13.8%. According to the
latest projections, Slovenia is on track to reach its greenhouse gas
emission reduction target for 2020 as compared to 2005.

Recommendations:
Current trends do not mean long-term control of emissions. The
transport sector represents by far the largest source of GHG emissions,
in 2013: 50% of all GHG emissions under Decision 406/2009 / EC (mostly
from road traffic). The share of the sector was 38% in 2005. Transport is
the only sector where emissions have increased in the period 2005–
2013, namely to 1,032 kt CO2 eq respectively (1). Because of the
variability in emissions from this sector, even a short-lived, but very
strong growth in the use of transport fuels, could seriously jeopardise the
fulfilment of the national target. To achieve the objectives, it will be
important:
 to strengthen action in the field of public transport and ensure that
they are given priority (1);
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 ensure full implementation of the measures NREAP to achieve the
target share of RES in transport (1);
 to eliminate excise duty exemptions/reductions on energy. Also the
diesel vs petrol tax ratio has to increase in Slovenia. Disparity is a tax
subsidy to diesel (1, 3).

Analysis:
With a renewable energy share of 21.5% in 2013, Slovenia is on track to
reach its 25% target in 2020.

Recommendations:
Renewable energy is almost 100% hydropower. Major barriers to further
investments in renewable electricity are the lengthy spatial and
environmental planning procedures and the lack of a general renewable
energy development strategy (8).

Sources:
Eufores (2014). Keeping Track of Renewable Energy Targets
towards 2020. Publication from June 2014.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
Slovenia is near the EU average, above the US and below Japan and South
Korea in terms of public support share allocated to research and
innovation in the field of sustainable energy, low-carbon and
environment. In terms of intensity of low-carbon technologies patents,
Slovenia is much behind the EU average and main worldwide partners.

Recommendations:
R&D expenditure decreased from 0.61% of GDP in 2013 to 0.54 % of GDP
in 2014. This downward trend in public R&D expenditure undermines the
potential of the science base to spur economic activity and hinders
business R&D investments (9).
Slovenia needs to put in place reforms to increase the efficiency and
quality of the R&D system (9).

Sources:
Institut Josef Stefan (2015). Professional Basis for Preparation of the
Annual Report on the implementation of GHG-2020. Energy
Efficiency Centre Publication from 15 November 2015. In Slovenian.
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POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
The 2014 Energy Act provides a legal basis for the adoption of national
strategic documents that will determine the long-term trend in energy
supply and use. Following the adoption of the act, the process of
adopting the Energy Concept (to be adopted in 2016) has been launched
in June 2015 by publishing a public consultation document. A National
Energy Development Plan will also be developed, which will guide major
investments in energy infrastructure in the future.

Recommendations:
The document omits important issues regarding the role of energy and
limits
it
to
an
infrastructural
service.
Energy should be a driver for development of industries that are more
sustainable,
less
energy-intensive
and
generate higher added-value, enabling a greater degree of employability,
and thus being responsible for the welfare of society as a whole (10).
Objectives for 2030 should be drawn from the timeline to attain the
objectives
by
the
year
2050.
Energy efficiency measures must be a priority, (new production capacity
projects should be subordinated to them).
The Slovenian Development Strategy expired in 2013 and the new one is
still in development. The documents in preparation all recognise the
importance of green growth, therefore, priorities should be set according
to that in all strategic documents. Documents need to be coordinated.

Sources:
Greenpeace and Focus Slovenia: Comments on the Proposal for
guidelines for the preparation of the energy concept Slovenia
(Document for public discussion), September 2015.

Analysis:
Slovenia has not yet established a comprehensive medium- to long-term
strategy for climate and energy covering the post-2020 period.

Recommendations:
Two strategic documents have been in preparation for several years
now. A Slovenian Development Strategy has been under discussion,
while the old one expired in 2013. Also a framework for transition to a
green economy with an action plan 2015–2016 is still in draft version,
demonstrating a lack of long-term planning and coordination (11, 12).

Analysis:
An Operational Programme for Reducing GHG Emissions by 2020 with an
outlook to 2030 was adopted by the Government in December 2014.

P a g e | 116
Energy Union

Recommendations:
Measures in the programme are often too broadly defined and are
missing deadlines for implementation (12).

Sources:
Document in preparation: “Slovenian Development Strategy”. In
Slovenian.
“Proposal for a framework for transition to a green economy with an
action plan 2015–2016”, Ministry of Environment and Spatial
Planning website. In Slovenian.

REGIONAL COOPERATION
Analysis:
Slovenia is a member of the High Level Group on Central and South
Eastern Europe Gas Connectivity (CESEC) together with Austria, Bulgaria,
Croatia, Greece, Hungary, Italy, Romania and Slovak Republic. The
objective of the High Level Group is to establish a regional priority
infrastructure roadmap and advance its implementation in order to
develop missing infrastructure and improve security of gas supplies.
Slovenia also participates at the Central & Eastern European Electricity
(CEEE) Forum, supporting electricity markets integration (with Austria,
Czech Republic, Germany, Hungary, Poland and Slovakia).

Furthermore, Slovenia participates in 2 other regional cooperation
groups:
North-South Interconnections in Central and South Eastern Europe
(North-South East); Southern Gas Corridor.

Recommendations:
Not enough emphasis is placed on consistency of countries’ strategies
across the region. Moss of the countries in the region have their own
strategies set out in the direction of the export of electricity. This raises
the question of whether Slovenia and other countries in the region follow
the developments in the field of energy and energy strategies in
neighboring countries, and whether and how these strategies are
consistent with each other (9).
Ongoing work on projects of common interest in the supply of gas does
not mean a lesser dependency of the Slovenian market on gas, which is
contrary to the Slovenian aim of developing greater energy
independence. Small-scale renewables installations that offer both more
flexibility and more security (13, 14) with accelerated work on
decentralised electro energy systems is the only way towards one of the
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main goals outlined in the proposed framework for transition to a green
economy, with greater energy independency.

Sources:
Proposal for a framework for transition to a green economy with an
action plan 2015–2016”: http://www.mop.gov.si/.
Document in preparation: “Slovenian Development Strategy:
http://slovenija2050.si/dokumenti/.
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kavcic.k@gmail.com
T:+46739790442
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Spain
Spain

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
Jobs related to renewable energies have followed a decreasing trend,
down to 76,300 jobs in 2014, which represents half of those in 2008
(IRENA, 2016). Other sources report lower figures. APPA (2015) reports
75,475 jobs in 2015, whereas EUrobservER (2015) reports 61,000 jobs in
2014.
It is widely acknowledged (APPA, 2015) that adverse national policies in
the renewable energy sector, particularly regarding solar photovoltaic
energy, have driven this decline.
Overall, Spain has shifted from being a worldwide leader in renewable
energies to playing a secondary role in technology development and job
creation. The discontinued governmental investment in renewable
energies due to the economic crisis, in addition to specific pieces of
legislation (i.e. Royal Decree 900/2015), have certainly limited job
creation in the sector.

Recommendations:


Derogating Royal Decree 900/2015 and instead supporting and
facilitating self-consumption of renewable energy



Fostering a stable and favourable investment environment in
renewable energy

Sources:
IRENA (2016). Renewable Energy and Jobs. Annual Review.
APPA (2015). Estudio del Impacto Macroeconómico de las Energías
Renovables en España. In Spanish.
EUrobservER (2015). THE STATE OF RENEWABLE ENERGIES IN
EUROPE.
Real Decreto 900/2015, de 9 de octubre, por el que se regulan las
condiciones administrativas, técnicas y económicas de las
modalidades de suministro de energía eléctrica con autoconsumo y
de producción con autoconsumo. In Spanish.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
Data on the energy mix can be updated to 2014 (IDAE, 2015), where no
big differences are found and some trends are consolidated. Renewables
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have stagnated, the share of gas decreased, and petroleum, coal and
nuclear sources increased.

Gross consumption, primary products: 118.4 Mtoe.

Solid fuels: 10.1%
Petroleum and products: 42.7%
Gases: 19.9%
Nuclear: 12.6%
Renewables: 14.5%

Moreover, import dependency increased for the first time since 2008
from 70.3% in 2013 to 73.2 % in 2014.

Recommendations:


Derogating Royal Decree 900/2015 and instead supporting and
facilitating self-consumption of renewable energy



Fostering a stable and favourable investment environment in
renewable energy

Sources:
IDAE (2015). La Energía en España. Annual report. In Spanish.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
Energy poverty has become a relevant point in the energy policy agenda.
On October 24 2016, the Spanish Supreme Court (Sentence 2280/2016)
revoked the so-called “bono social”, a special tariff set for vulnerable
consumers, because it infringes Directive 2009/72/EC. Therefore, the
national government has to give EUR 500 million back to electric
companies, which counteracts the efforts to reduce tariff deficit.
Moreover there is no alternative plan so far.

Recommendations:
An urgent plan for vulnerable users is necessary; otherwise a large
number of households might be affected by restricted access to
electricity.
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ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
Transport modal shares show that passenger cars and road freight
transport are well above the EU-28 average.

Recommendations:
Taxes on fuels, particularly on diesel, are significantly lower than in other
EU Member States. Given the economic and fiscal context of Spain, the
EU has demanded further reforms in order to accomplish budgetary
deficit targets. A reform of fuel taxes in the frame of an ecological fiscal
reform based on the principles of the report on tax reforms
commissioned by the Spanish government would support the
compliance with fiscal and energy efficiency targets.
The current state aids for passenger fleet renewal (Plan PIVE-8), should
be assessed on a wider basis, taking into account the whole life cycle of
vehicles. Some authors (Lin et al, 2008; Sanz et al, 2014) have suggested
that massive fleet renewal plans might show rebound effects in total
energy consumption when the accounting framework is broadened.
Regarding freight transport, the disproportionate weight of road freight
runs against the accomplishment of targets. Increasing rail freight
transport, improving intermodality and enhanced urban and transport
planning at local level have been suggested as possible solutions
(Mendiluce and Schipper, 2011).

Sources:
Comisión de Expertos para la Reforma del Sistema Tributario
Español (2014). Report commissioned by the Spanish Government.
In Spanish.
Lin, J., Chen, C. & Niemeier, D. A. (2008). An analysis on long term
emission benefits of a government vehicle fleet replacement plan
in northern Illinois. Transportation, 35(2), 219–235.
Sanz, A., Vega, P. & Mateos, M. (2014). Las cuentas ecológicas del
transporte en España. Libros en Acción. In Spanish.
Mendiluce, M. & Schipper, L. (2011). Trends in passenger transport
and freight energy use in Spain. Energy Policy, 39(10), 6466–6475.

DECARBONISATION OF THE ECONOMY
Analysis:
Although a decreasing trend has been found for ESD sectors, there is no
evidence of decoupling for these sectors, particularly for transport
(Pérez-López et al, 2013); Sobrino and Monzon, 2014). In fact,
agricultural emissions increased in 2014 mostly due to a rise in the
consumption of inorganic fertilisers (MAGRAMA, 2015). Therefore the
achievement of decarbonisation targets strongly rely on: 1) keeping
economic growth at a slow pace; 2) taking additional measures.
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Recommendations:
A reform of fuel taxes in the frame of an ecological fiscal reform based
on the principles of the report on tax reforms commissioned by the
Spanish government would support compliance with fiscal and energy
efficiency targets.
Agriculture has started to increase its emissions since 2014, due to the
augmentation in livestock. The promotion of organic agriculture is
necessary in order to offset the effect of inorganic fertilisers. An
enhanced management of the organic fraction of municipal waste might
support a reduction in the use of industrial fertilisers.

Sources:
Comisión de Expertos para la Reforma del Sistema Tributario
Español (2014). Report commissioned by the Spanish Government.
Sobrino, N., & Monzon, A. (2014). The impact of the economic crisis
and policy actions on GHG emissions from road transport in Spain.
Energy Policy, 74, 486–498.
Pérez-López, P., Gasol, C. M., Oliver-Solà, J., Huelin, S., Moreira, M.
T., & Feijoo, G. (2013). Greenhouse gas emissions from Spanish
motorway transport: Key aspects and mitigation solutions. Energy
policy, 60, 705–713.
MAPAMA (2015): National Emissions Inventory.

Analysis:
The progress towards the 2020 target (20% share of renewable energy
sources in gross final consumption) is questionable. The percentage in
primary consumption between 2013 and 2014 has shown a growth rate
of 0.1% whereas it was 9% and 10% in 2012 and 2013 respectively
(Eurostat). The situation is not likely to change in the short term given
the low prices of petroleum and the low taxation of carbon in Spain.

Recommendations:


Derogating Royal Decree 900/2015 and instead supporting and
facilitating self-consumption of renewable energy, particularly
solar-photovoltaic panels.



Fostering a stable and favourable investment environment in
renewable energy



Environmental tax reforms, particularly measures devoted to
carbon pricing.



A reform of fuel taxes in the frame of an ecological fiscal reform
would support the compliance with fiscal and energy efficiency
targets.

Sources:
Eurostat, table nrg_110a.
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RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
According to the Spanish general budget, Spain is the country in the
OECD area where the decline in civil R&D&I has been the most
pronounced and its investment has gone from 1.4% of the GDP in 2009
to 1.23% in 2014, moving away from the EU average of around 2%.

Recommendations:
Redirecting military research funds towards civil research would support
an increase of civil R&D&I funding.

Sources:
Ministry of Finance. Spanish General Budget. In Spanish.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
According to the Strategy for Climate Change and Clean Energy
(MAGRAMA), and to the Bulletin of the Congress (Proposal Not of Law
161/000625 to promote Roadmap 2030 for the reduction of greenhouse
gas emissions in the diffuse sectors for discussion in the Commission for
the Study of Climate Change), the roadmap for 2030 is currently being
drawn up. No horizon for 2050 is being currently discussed.

Recommendations:
Carbon pricing measures, particularly for transport systems should be
among the main measures within the roadmap for 2030. Levelling up
taxes on diesel is essential for achieving emissions targets by 2020.

Sources:
MAPAMA (2007): Strategy for Climate Change and Clean Energy.
Bulletin of the Congress of 3 of May 2016 (2016). Proposition Not of
Law 161/000625. Proposición no de Ley presentada por el Grupo
Parlamentario Popular en el Congreso, relativa a impulsar la Hoja de
Ruta 2030 para la reducción de emisiones de gases de efecto
invernadero en los sectores difusos.

CONTACT
Ignasi Puig Ventosa / Sergio Sastre Sanz
Fundació ENT
Sant Joan 39 1º 08800 Vilanova i la Geltrú, Barcelona (Spain)
ipuig@ent.cat
T: +34 938935104
www.ent.cat
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Sweden
Sweden

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
“Sweden has negative energy trade balance, and is dependent on import
of fossil fuels. The overall energy trade deficit amounted to 1.7 % in 2006,
which had fallen slightly to 1.4% of GDP in 2014. This change is mainly
due the weather related net flow of the electricity trade in the
corresponding year. In terms of the overall current account, Sweden is
recording surpluses amounting to 6.8% of GDP in 2014.”

Recommendations:
Sweden should further reduce its dependence on imported fossil fuels.
The obvious way forward would be to decide on some sort of stepwise
strengthened transport fuel mandate that ends with a ban on fossil
transport fuels by 2035 or 2040. Such a solution was decided already
2014 but the technical construction was found to be in conflict with EU
legislation.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
“The energy mix of Sweden differs substantially from the one of the EU28 average and most other Member States, with much higher share of
nuclear and renewable energy in both electricity and heating. Compared
to 1995, the share of renewable energy increased more than the EU
average (from 25% to 34% of gross inland consumption; the share of
renewables in final energy consumption is substantially higher, see
section 4), while the share of gases increased twofold, from 1 to 2%. The
main decrease concerns the use of solid fuels and petroleum and
products (1 and 9 percentage points respectively). The transition to an
energy system less dependent on fossil fuels started several decades ago,
with transport remaining the only sector that is highly dependent on
fossil fuels. This is largely due to the developments of bioenergy, which
has driven the transition away from fossil fuels in heating in particular.”

Recommendations:
The large remaining non-ETS source of CO2 emission is the transport
sector. To promote a development towards lower emissions, a
combination of regulation and tax increases are needed. To finalise the
phase-out of fossil transport fuels some sort of mandate (see above)
seems inevitable.
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A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
“The interconnection capacity for electricity was 26% in 2014 for
Sweden, well beyond the 2020 and 2030 targets of 10 and 15%. The
implementation of Projects of Common Interest ("PCI") by 2020 will
further increase this level. The Nordbalt project will interconnect Sweden
and Lithuania through a submarine cable. Its commissioning is foreseen
for the turn of the year 2015/16. Sweden is also developing an internal
over-head line connecting Ekhyddan to Nybro/Hemsjö. This line would
ensure the safe operation of the NordBalt interconnector and maintain
the grid transfer capacity. The commissioning is foreseen for 2023.
Gas plays only a marginal role in Sweden: and all gas is supplied via one
interconnector with Denmark.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
“Sweden’s 2020 energy efficiency target is 43.4 Mtoe expressed in
primary energy consumption (30.3 Mtoe expressed in final energy
consumption). Both primary and final energy consumption show clear
signs of decoupling from GDP with a flat or even decreasing development
over the last decade. Sweden’s primary energy consumption was 47.1
Mtoe in 2013. The need for further measures depends on whether one
or more nuclear reactors are shut down before 2020.”

Recommendations:
The full potential for improving energy efficiency is far from exploited.
The energy requirements on new buildings have in fact been lowered
through a new legislation prohibiting local municipalities from applying
stricter energy-use standards than the national ones.

Sources:
Regeringens proposition 2013/14:126: En enklare planprocess.

DECARBONISATION OF THE ECONOMY
Analysis:
”Sweden has decreased its emissions by 24% between 2005 and 2014.
According to its 2015 projections, Sweden is on track to reach its 2020
target, with an 11% margin between the projected emissions and its
target as compared to 2005.”
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Recommendations:
In order to reach its domestic target of a 40% reduction of the non-ETS
CO2 emissions 1990–2020, further actions are needed to decrease
emissions, primarily from the transport sector.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
“Sweden is near the EU average, above the US and below Japan and
South Korea with regard to the share of energy and environment in
public support to research and innovation. In terms of intensity of lowcarbon technologies patents, Sweden performs better than most of the
EU countries and main worldwide partners.
The real unit energy costs have remained lower in Sweden than in the
EU, while it is now higher than in the US. This reflects that the energy
intensity of Sweden's manufacturing sector is slightly higher than the EU
average, but lower compared to the US, while real energy prices have
increased from a low level in the last ten years.
Sweden experiences the lowest electricity prices paid by industrial
customers in the EU. Such prices are also lower than the OECD average
and only slightly higher than the US. Conversely, gas prices paid by
industrial customers are higher than EU and OECD averages.”

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
“The 2009 Sustainable Energy and Climate Policy for the Environment,
Competitiveness and Long-term Stability focuses on 2020, but includes
some objectives for post-2020, such as a long-term priority for the
vehicle fleet to be independent of fossil fuels by 2030, a 2050 vision for
GHG emissions, reduction of dependence on nuclear power and
hydropower by developing renewable electricity from cogeneration,
wind power and other renewable power production and improvements
in energy efficiency.
- Sweden has set up Parliamentary Commission including all relevant
parties in the Swedish Parliament, chaired by the Energy Minister. It is
tasked to propose new guidelines for Sweden´s energy policy post 2025
by early 2017
- Several steps have been taken by Sweden or are underway to prepare
a low-carbon development strategy for 2050, such as the appointment
by the Government of a Committee to develop a strategy for
implementing the vision of zero net emissions in 2050 (results work
expected in February 2017).”
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Comments:
The Parliamentary Commission concluded an agreement between 6 of
the 8 parties in Parliament on a new target to reach non-net-emissions
by 2045 to be secured by a new Climate bill, to be monitored by an
independent Climate Council.

Sources:
En klimat- och luftvårdsstrategi för Sverige. In Swedish.

REGIONAL COOPERATION
Analysis:
“Sweden is a member of two Regional Groups which have been
established under the TEN-E Regulation to optimise regional cooperation
on infrastructure development: the Baltic Energy Market
Interconnection Plan (BEMIP) Regional Groups for electricity and gas.
Sweden also takes part in North Seas Countries Offshore Grid Initiative.
EU Member States cooperation in the energy sector in the Baltic Sea
region has brought many benefits for the participating countries. The
work and achievements within the framework of the Baltic Energy
Market Interconnection Plan (BEMIP) agreed in June 2009 and with
subsequent amendments in 2011 and 2013 respectively proved that
enhanced regional cooperation can be a catalyst for positive
developments both in energy infrastructure projects or market related
aspects. The MoU on reinforced BEMIP was signed on 8 June 2015 with
the overall goal to ensure further market and system integration of the
Baltic States into European Continental network and ensure its full
market functioning also strengthening the organisational structure of the
BEMIP. The new MoU and Action Plan also foresees regional cooperation
in new energy policy areas, including electricity and gas markets, security
of supply, power generation, renewable energy and energy efficiency.
Sweden is part of the Nordic wholesale electricity market, which includes
the Nord Pool spot market, and cooperates with its Nordic neighbours
on the advanced integration of energy markets of Finland, Sweden,
Denmark and Norway.
Sweden is the only EU Member State that has a formal cooperation with
another state (Norway) to meet its 2020 target under the Renewable
Energy Directive. This cooperation mechanism is based on a tradable
certificate system. The demand for electricity certificates is created by
the obligation that electricity suppliers are required to purchase
certificates corresponding to a proportion of their electricity sales and/or
electricity use.”
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COHESION POLICY CONTRIBUTION
Analysis:
“Energy efficiency: Over 2014-2020, EU Cohesion Policy will invest some
EUR 86 million in energy efficiency improvements in public and
residential buildings and in SMEs in Sweden. A further estimated EUR 82
million will be invested in supporting the move towards an energyefficient, decarbonised transport sector. These investments are
expected to contribute to around 10 000 households with improved
energy consumption classification and a decrease of around 40 000 000
kWh per year of decreased primary energy consumption of public
buildings, as well as to around 80 km of reconstructed or upgraded
railway lines.
Decarbonisation: Overall, the EU Cohesion Policy investments in Sweden
over 2014-2020 are expected to contribute to an estimated annual
decrease of GHG of around 6 000 tonnes of CO2eq. Over 2014-2020, EU
Cohesion Policy will invest some EUR 5 million in renewable energy in
Sweden. This funding will be complemented by national public and
private co-financing, aiming at optimal leverage.
Research, Innovation and Competitiveness: Over 2014-2020, EU
Cohesion Policy will invest significantly in R&I and in SME
competitiveness in Sweden. This will be based on the national strategy
as well as regional strategies for smart specialisation. For Sweden, the
strategies include a focus on support for networks, clusters and
incubators for SMEs working with energy efficiency and a key issue is the
increased potential for commercialisation of innovation in the energy
sector. In addition, development of strategies and plans for sustainable
and energy efficient urban planning, favouring energy conservation and
non-fossil energy, will be supported. At this stage, at least EUR 91 million
is foreseen for investments in R&I and adoption of low-carbon
technologies in Sweden, but this might increase further in line with the
evolving content of the smart specialisation strategy.”

Recommendations:
In many cases the EU funding contributes to the overall climate and
energy targets, but in particular the support to the expansion of the
highway network undermines climate policy and should be withdrawn.

CONTACT
Green Budget Europe
Magnus Nilsson – Board Member
Vindragarvägen 8 – SE-11750 Stockholm, Sweden
magnus.nilsson@transportenvironment.org
T: +46 708 99 66 88
www.green-budget.eu
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United Kingdom
United Kingdom

MACROECONOMIC RELEVANCE OF ENERGY
Analysis:
The UK's dependence on imported energy products is significantly
smaller than for the whole EU but it is increasing from a low level, mainly
reflecting the decline of UK's North Sea oil and gas exploitation.

Recommendations:
The UK transitioned from being a net exporter of energy in 2003 (-6.3%),
to a significant net importer by 2014 (46.2%), and the 12th most energydependent country in the EU (which exhibited an average energy import
dependency of 53.4% in 2014). 90% of energy imported is accounted for
in relatively even proportions between crude oil, natural gas and
petroleum products (1). Achieving the UK’s fifth carbon budget, which
requires the Government to achieve a 57% reduction in GHG emission by
2032 from 1990 levels, would reduce imports of oil and gas by over 40%
compared to a scenario in which no action on climate change is taken.
This enhances the UK’s energy sovereignty and provides a hedge against
price volatility and associated economic impacts (2). The UK should
therefore ensure a comprehensive policy package is in place in order to
achieve the fifth carbon budget as soon as possible.

Sources:
ONS (2016) UK energy: how much, what type and where from?
CCC (2015) The fifth carbon budget – The next step towards a lowcarbon economy.

ENERGY SECURITY, SOLIDARITY AND TRUST
Analysis:
The energy mix of the United Kingdom is different from that of the whole
EU28 insofar as the share of gas is higher and the shares of renewable
energy and nuclear are considerably smaller.

Recommendations:
The UK has a target of 15% of final energy consumption to be satisfied by
renewable energy by 2020. Although the electricity sub-target (30%
renewable) is likely to be surpassed, targets for renewables in heat
production (12%) and transport (10%) are likely to be missed. This means
that, on the current trajectory, it is likely that the overall 15% will not be
achieved (3). Substantial additional investment is therefore required for
the deployment of renewable heating and transport (in particular), and
in efficiency measures to reduce total energy consumption in these
sectors.

Sources:
ECCC (2016) 2nd Report – 2020 renewable heat and transport targets.

A FULLY INTEGRATED INTERNAL ENERGY MARKET
Analysis:
The Capacity Market is aimed at providing a regular retainer payment to
reliable forms of capacity (both demand and supply side), in return for
such capacity being available when the system is tight.

Recommendations:
Existing coal and new diesel generating capacity have been substantial
beneficiaries of the capacity market thus far. Additionally, the structure
of the mechanism is designed to procure generation capacity rather than
demand-side response (DSR) measures, resulting in few DSR agreements
(around 1% of total successful derated capacity in the 2015 T-4 auction)
(4). Reforms to the Capacity Market to reduce the procurement of CO2intensive capacity and increase the submission of DSR bids should be a
priority action under the ongoing Energy Market Reform in the UK (5).

Sources:
Ofgem (2016) Annual Report on the Operation of the Capacity
Market in 2015.
Grubb et al (2016) Electricity in Transition: Economic and Policy
Dimensions.

ENERGY EFFICIENCY AND MODERATION OF ENERGY DEMAND
Analysis:
EU legislation sets mandatory CO2 emission reduction targets for new
cars and vans. By 2021, the fleet average to be achieved by all new cars
is 95 grams of CO2 per kilometre.

Recommendations:
The difference between laboratory-based tests, used to test compliance
for this regulation, and actual on-the-road emissions from vehicles, has
increased from approximately 9% in 2001 to 42% in 2015, leading to
substantially higher CO2 emissions and additional fuel expenses of
around EUR 450 for the average consumer across the EU than if this gap
was not present (6). To reduce these consequences in the future, the UK
should seek the introduction of measures to close this gap, including the
use of a more appropriate vehicle testing methodology.
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Sources:
Tietge et al (2016) From Laboratory to Road: A 2016 Update of
Official and Real-World Fuel Consumption and CO2 Values for
Passenger Cars in Europe.

DECARBONISATION OF THE ECONOMY
Analysis:
“In 2012, greenhouse gas emissions from buildings accounted for 37%
of all UK greenhouse gas emissions. In 2014, the UK has put in place
several measures to encourage energy efficiency and renewable energy
deployment in buildings.”

Recommendations:
In 2015 the UK Government removed two key instruments for
encouraging energy efficiency in existing and new residential buildings
(the Green Deal and Zero Carbon Homes, respectively). In addition, the
remaining key instrument (the Energy Company Obligation) has
delivered substantially less lifetime energy and CO2 savings than the
instrument package it replaced (7). This instrument itself is due to be
replaced in 2017, with a reduced annual budget (8). The government
should move as soon as possible to design and introduce an instrument
that draws on the lessons learned from the various design flaws of the
Green Deal, and to replace the Zero Carbon Homes regulation to prevent
“lock-in” of relatively energy inefficient and high-CO2 new building
infrastructure (9).

Sources:
Rosenow & Eyre (2015) Re-energising the UK’s approach to domestic
energy efficiency.
Hough & Page (2015) ECO, the Energy Company Obligation.
Drummond & Ekins (2016) Reducing CO2 emissions from residential
energy use.

RESEARCH, INNOVATION AND COMPETITIVENESS
Analysis:
“The UK is currently supporting development of CCS technologies
through a £125m R&D programme. The Government is also aiding the
development of the UK's first full scale CCS project(s) through its CCS
Commercialisation Competition under which it is making available to the
winning bid(s), a £1bn capital grant and operational support through a
contract for difference.”
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Recommendations:
In November 2015 the Government cancelled the CCS Commercialisation
competition and associated funding and has thus far failed to announce
a replacement. As CCS is projected as a key component for
decarbonisation in the UK (10), the Government must act as soon as
possible on three fronts: provide funding for near-term deployment of
demonstration CCS projects in the UK, clarify an approach to allocate risk
for CO2 storage sites, and clarify and introduce strategy and regulation to
allow industry to invest in a future CCS transmission and storage
infrastructure (11).

Sources:
House of Commons (2016), Future of carbon capture and storage in
the UK.
Gross (2016). Advisory Group Report. Imperial College London. CCS
in the UK: A new strategy.

POST-2020 ENERGY AND CLIMATE POLICY STRATEGY
Analysis:
The Climate Change Act 2008 provides a long-term framework for the
UK's energy and climate policy. It includes GHG emission reduction
targets for 2050 (80% cuts from 1990 levels) and requires the
government to set binding 5-year carbon budgets. These set the
trajectory to the 2050 target. The act also requires the UK to lay out
policies and plans to meet the carbon budgets, which currently run to
2027.

Recommendations:
The Climate Change Act introduced the world’s first legally-binding longterm GHG emission reduction target on a national government. The fifth
carbon budget (covering 2028–2032, and requiring a 57% reduction in
GHG emissions by 2032 from 1990 levels) entered into law on 21 July
2016 (12). As the Act was introduced into UK law independently of EU
requirements and instruments, it will stand as law irrespective of the
UK’s future membership of the EU. Current policies are likely to deliver
around half of the required emission reductions between 2015 and 2030.
As such, a more stringent and comprehensive policy framework is
required in order to deliver these legally binding commitments,
regardless of “Brexit” (13).

Sources:
The Carbon Budget Order 2016.
Committee on Climate Change (October 2016). Briefing note.
Meeting Carbon Budgets – Implications of Brexit for UK climate
policy.
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REGIONAL COOPERATION
Analysis:
“Regional cooperation on infrastructure development is necessary to
optimise the identification of regional infrastructure priorities and to
coordinate cross-border investments. The UK is a member of three
Regional Groups which have been established under the TEN-E
Regulation: Northern Seas Offshore Grid, North South Electricity
Interconnections in Western Europe, and North South Gas
Interconnections in Western Europe. The UK is also part of the regional
initiative on the promotion of the North Sea Offshore Grid, which aims
to maximise the cost-effective development of renewable resources in
the Northern Seas, and of the North Sea Basin Task Force, which seeks to
facilitate CO2 transport and storage infrastructure development in,
around and under the North Sea.”

Recommendations:
Exiting the EU would likely result in additional costs for maintaining
energy security in the UK, but with the specific impact dependent on the
relationship with the EU post-exit, and domestic policy and political
landscape (1). There are clear benefits to be derived from working with
the EU on the “energy challenge” (2). The UK Government should
therefore seek to maintain close co-operation with the EU on energy
matters (potentially though continued membership of the Internal
Energy Market), in order to maintain and enhance energy security over
time, at a reasonable cost.

Sources:
Grubb & Tindale (2016). UCL European Institute. Brexit and Energy:
Cost, Security and Climate Policy Implications.
House of Lords (2013). No Country is an Energy Island: Securing
Investment for the EU’s Future.

COHESION POLICY CONTRIBUTION
Analysis:
The EU Cohesion policy provides for important investment possibilities
to implement energy policy objectives in the United Kingdom which will
be complemented by national public and private co-financing, aiming at
optimal leverage. It also ensures integrated territorial solutions to
challenges by supporting capacity building, technical assistance and
territorial cooperation.

Recommendations:
With exiting the EU, it is likely that access to EU Cohesion Policy funding
will cease after 2020 (the end of the current round of funding). A valid
alternative framework and funding mechanism to replace Cohesion
Policy funding has not yet been elaborated, suggesting a potential policy
vacuum in this area in the event of Brexit, possibly accompanied by a
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financial vacuum in UK regions that are net beneficiaries of the EU (1). As
such, the UK Government should outline as soon as possible how it would
replace Cohesion Policy funding once the UK has exited the EU.

Sources:
Woolford (2015). What a difference a decade can make: cohesion
policy and Brexit.
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