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The three pillars 

A true energy policy?  

The EU energy policy is now based on 3 pillars  
Mitigation of climate change (CC) 

Security of supply (SoS) 

Internal electricity market (IEN) 

Are they consistent & part of a single strategy? 
Does IEM improve SoS? 

Does CC policy undermine the IEM? 

Are renewables a sound / efficient support for CC & 
SoS? 

Is the EU in the right path? 



A truly consistent energy policy… 

… only exists in an ideal world  

Major externalities (CC) would be internalized via 

prices (e.g. cap-and-trade or carbon levy), & market 

agents would behave rationally (market prices 
attract investment, advanced metering brings 

consumer response)  

Some clean supply & demand technologies would 
become competitive, be deployed & meet security, 
technical & environmental system requirements   

Market prices properly remunerate these activities 

& Member States would not interfere with nationalistic 
measures 



Market failures demand more 

direct regulatory intervention  

Environmental externalities 

Networks have monopolistic features 

Market design for electricity & gas is much more 
complex than initially thought 

Markets are shortsighted with respect to key long-
term objectives 

Agents are risk averse / non fully rational 

  As a consequence additional (& hopefully 

consistent) regulatory measures have to be 
adopted for each one of the three major objectives 

Plus delicate balance between NRAs & EU regulation  



5 

Example of a very much needed regulatory 

intervention 
Energising Development 

The EU talks about committing 50 M€/yr immediately & raising several hundred M€ 

to leverage private funds; IEA WEO-2011 estimates a need of about 48b€/year to 

achieve energy access for all by 2030  
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A key element of the EU energy policy 

EU Energy Roadmap 2050 

 

“When there is no vision, people perish”  

(Proverbs, 29:18) 



Why a 2050 energy roadmap? 

Follow-up to the 2050 EU Roadmap for a low-
carbon economy 

 80-95% reduction target in GHG emissions 

Why bother (the EU contributes so little…)? 

No U-turn in the EU energy market liberalisation 
strategy 

Need to establish the energy policy after 2020 
(with the current policies the GHG reduction would be 40%) 

Much uncertainty on 2050… but we are only one 
investment cycle from that date 
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Why bother? 



Why bother? 



What has been learned from the 

Energy Roadmap 2050? 

The main priority in all scenarios is energy 
efficiency 

The biggest share of energy supply technologies in 
2050 will come from renewables 

Strong reduction of oil & gas imports 

Substitution of coal and oil with gas in the short and 
medium term to reduce emissions and facilitate 
balancing 

Electricity almost doubles its share in final energy 
demand to about 40% in 2050 and will contribute to 
the decarbonisation of transport and heating/cooling 
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Decomposition of cumulative emission 

reduction by option, in % relative to BAU 



What has been learned from the 

Energy Roadmap 2050? 

Moderate cost of decarbonization 

Total compliance cost less than 1% of annual GDP over 
reference case (about 15% of GDP) 

Cost impacts on households is about 0.7% of their income 
over reference case 

Major uncertainties in decade 2020-2030 

Strong renovation of buildings, electrification of 
transportation, alternative fuels, network development 

 If low acceptability of CCS & nuclear  increased 

participation of RES and efficiency. Gas can play a higher 
role in the midterm but cannot contribute in the long term 
without CCS 
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Do we have an EU energy policy? 

YES! 

2050 Roadmap shows the three pillars are at the 
core of EU strategy and EU is in the right path by 
adopting them in the pursuit of a sustainable energy 
model 

We have a frame of reference with a roadmap, EU-
wide (non-mandatory) infrastructure network planning, 
a semi-operational internal energy market, an R&D 
platform & an institutional process of decision 
making & supervision that (laboriously) yields results 

Still much to do & many open fronts 
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1. Mitigation of Climate Change  

Energy efficiency & renewables (acting 
independently & with diverse additional justifications) 

have an obvious positive impact  

The ETS is the right instrument, but weak & 
uncertain, thus ineffective 

Impact on the price of electricity & other goods  

Innovation in low carbon technologies 
requires  directed support 

Still lack of comprehensive global action 



2. Security of supply (SoS)  

Shortcomings in gas & electricity markets (previous 

presentations; see also below) jeopardize new 
investments in generation (electricity) & networks 

Required improvements in the regulation of transmission 
network infrastructures (mostly gas; in electricity cost 
allocation is a major hurdle for investment) 

Low carbon economy  strong reduction of gas & oil 
imports  saves money & reduces physical & 

financial risks 

Despite the SoS Directive, the NRAs are not willing to 
give up local priority of supply with local assets 



3. Internal Electricity & Gas Markets 

The present major concern of EU electricity & gas 
policy (Implementation / rules for EU-wide market 

integration) should not be a problem in the medium 
& long-term 

A potential problem is adequate investment 

In generation (e.g. sufficiently clean technologies that 
are compatible with intermittent generation) 

In networks (to allow EU-wide market integration & to 
accommodate intermittent generation) 

& we shall need demand response & storage at 
levels far beyond anything experienced so far 



Internal Electricity Market  

We should be looking at issues of market 
design further down the road  

Q1: Can our current markets do the job? 

Q2: How to adapt / redesign market regulation 
to facilitate that the low carbon policies reach 

their objectives efficiently? 

EXAMPLES: 

Incorporate networks better into market operation 

Impact of strong intermittent penetration on prices 
& remuneration of investments 

 



What are we missing? 

We are missing a coherent comprehensive view 
to coordinate the objectives & progress in the three 
pillars, but this does not mean that the EU does not 
have an energy policy  

We need solid regulation practice 

We need intermediate targets to guide private 
investment & innovation efforts 

We need to adjust the intensity of the targets in each 
pillar (with ambition, but avoid waste of resources) 



Sound regulation 



Sound regulation is of essence for 

investment in clean energy 

For the most part the market for clean energy 
is policy-driven (for a good reason) 

In a policy-driven market regulation itself is a 
risk 

Therefore, to unlock finance for clean energy 
there is a need for “investment grade” policy 
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Regulation needs to be “loud, long 

& legal” 

Loud 

Policy instruments make a difference, so that 
investments in clean energy become commercially 
attractive 

Long 

Policy instruments are sustained for a period that is 
consistent with the financial characteristics of the 
project 

Legal 

Policy instruments are based on a clear, stable & well-
established regulatory framework 

21 Based on “Unlocking finance for clean energy”, www.chathamhouse.org.uk, 2009 

http://www.chathamhouse.org.uk


Carbon policy strategies after 2020 

The debate on intermediate targets 



Should technology targets be set for 

2030? Of course, NOT 

Deployment (energy) targets for renewables: 

make it more expensive to meet the carbon targets  

waste resources that could be better used to 
stimulate low-carbon innovation 

disrupt markets discovery processes 

undermine the European Trading Scheme (ETS) 

Source: Dr. Simon Less, Policy Exchange, London. Eurelectric Conference, Jan-2011.  



Should technology targets be set for 

2030? Of course, NOT 

Instead, energy policy after 2020 should: 
keep it simple 

focus on carbon price as “the” instrument & avoid 
technology-specific deployment targets 

focus (politically) on achieving a long‐term, credible 
carbon pricing framework 

focus any subsidies on stimulating most valuable 
innovation, while balancing R&D & learning-by-
doing 

& overcome behavioral barriers to energy 
efficiency 



Should technology targets be set for 

2030? YES, of course 

Carbon price, for the time being, is not loud 
(too low to make an impact), long (no agreement 
after 2012) or legal (credible) enough 
Any progress in this direction is very welcome 

Investment in subsidized technologies needs 
an adequate & credible regulatory framework 
Clear targets & strong enough economic signals 

by 2030 for renewables & efficiency 

Adequate support instruments for R&D & 
deployment for each technology 

But avoid picking winners as much as possible 



Thank you for your 

attention 


