
MAISON DE L'ECONOMIE EUROPEENNE - RUE JACQUES DE LALAING 4 - B-1040 BRUXELLES 
TEL ÷32 2 230.75.99 - FAX ÷32 2 230.78.61 - E-MAIL info@ueapme.com 

 

UNION EUROPEENNE DE L’ARTISANAT ET DES PETITES ET M OYENNES ENTREPRISES 
EUROPÄISCHE UNION DES HANDWERKS UND DER KLEIN- UND MITTELBETRIEBE  
EUROPEAN ASSOCIATION OF CRAFT, SMALL AND MEDIUM-SIZ ED ENTERPRISES 
UNIONE EUROPEA DELL’ARTIGIANATO E DELLE PICCOLE E M EDIE IMPRESE 
 

 
 

 

 
"Impact of ongoing development of energy markets  

on industrial value chains in Europe" 
 
 

HEARING at European Economic and Social Committee 
Brussels, 07 May 2008 

 
Gerhard Huemer 

UEAPME 
Director Economic and Fiscal Policy 

 
 
 
 
 
Main topics from an SME point of view: 
 

1. SMEs suffer from inefficient competition in the energy sector and need a completion 
of the internal market as well as market based instrument to ensure efficient solutions 
for greenhouse gas reduction and the promotion of renewables 

2. Crafts and SMEs have a huge unexploited potential for increasing energy efficiency 
and need specific solution to make them able to use this potential 

3. SMEs face specific problems when they apply the concept of environment and energy 
efficiency 
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1. Regulatory aspects of Energy Policy 
 

SMEs suffer from inefficient competition in the energy sector and need a 
completion of the internal market 
In many countries Crafts and SMEs are still confronted with monopolistic structures in the 
energy sector with no real choice on contractors for electricity and gas supply. The price 
small companies have to pay is too high and often increasing. The market liberalisation  and 
the creation of an internal market for energy designed by the EU during the last years were not 
successful and the available legal and regulatory instruments are not strong enough to enforce 
the completion of a European Internal Market. Higher prices for smaller costumers creates also 
competitive disadvantages, especially for energy intensive SMEs in comparison to larger 
companies.  

The main shortcomings or barriers to an effective internal market are: 

• vertical integration between producers and distributors, which creates quasi monopolistic 
structures and allows rent-seeking at the expenses of customers and is used as barrier 
towards new market entrance and competitors; 

• missing capacities for cross-border delivery of energy, with bottlenecks allowing the 
segmentation of market again on the expenses of customers; 

• weak national regulators, which are confronted with and bypassed by multinational 
supplies. 

UEAPME  supports fully the target of the European Commission to complete the internal 
market and wants to underline that this requires: 

• an effective separation of the distribution networks from the producers and an effective 
control by regulators and/or public authorities over any decision which is related to the 
distribution network (access, transfer price, etc.).  

Ownership unbundling has to be a first step to achieve more competition and to open the 
market, but it will not be sufficient, if it creates network monopoles which are able to run 
a profit maximisation policy. 

• an increase of the power of regulators on national level in order to further enforce 
effective separation of production and distribution and to regulate effectively the 
distribution networks . 

• an obligation to provide costumers with transparent information about contracts and prices. 

• a strengthening of the European Regulatory Power, in coordination with national 
regulators, to ensure the enforcement of the necessary liberalisation measures (i.e. 
unbundling) and an increase of the cross-border transport capacities, supplies and 
coordination, which is a necessary pre-condition for strengthening competition on 
European markets. 

• In order to force all market participants to respect already existing legislation, UEAPME 
asks the European Commission (DG COMP, DG MARKT and DG TREN), the national 
competition authorities and the Court of Justice to use fully their competences to fight the 
abuse of a dominate market position, delays in implementing existing legislation or 
their wrong implementation and cases of unjustified state aid.  

• As long as the internal market for energy does not function and as long as especially 
smaller costumers have to pay the price, regulations such as calculation guidelines or 
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price caps for certain groups of clients are justified and supported by UEAPME. 

 

Enterprises see a well-functioning energy market which is able to delivers energy in a cost-
effective manner as a precondition for other energy policy measures targeting renewable 
energy or green house gases, which in any case will create additional costs at least in a short-
time perspective. 

Further comments from UEAPME on the 3rd Legislative Package you can find at:  

http://www.ueapme.com/docs/pos_papers/2007/071025_pp_EnergyPackage_final.pdf  

 

 

Greenhouse gas reduction and promotion of renewable energy are costly 
and may harm competitiveness and should be achieved in the most 
economically efficient way  
Crafts and SMEs in Europe support the aim to reduce greenhouse gas emission and increase 
the share of renewable energy. Both are necessary and may pay off in the long run by 
improved competitiveness through innovation and by reducing future costs for environmental 
damage. But Europe has to be aware that in the short run both creates additional costs and may 
harm competitiveness. Therefore, UEAPME asks to follow some principles, if measures to 
achieve these aims are taken: 

• Emission trading is an effective way to find the economically most effective way to reduce 
CO2 emission, but it works only if the conditions are predictable and the market is 
organised in an effective manner. Both conditions are not fulfilled at the moment. Europe 
needs an early decision about the scope and the market principles for the post-Kyoto area. 

• UEAPME supports further reductions of green house gas emission and sees the need that 
the industrialised world has to go ahead, but warns that Europe cannot “do it alone”. 
Europe, especially without the US, would not be able to change the climate but would harm 
the competitiveness of our economy. 

• As regards the promotion of renewable energy, some economic rationality should work. 
Europe has to create a regulatory environment, which sets the right incentive that the 
economically most efficient renewable are chosen and – if necessary - supported. The 
market should channel investments, research and subsidies for renewable energy towards 
the most effective use, without any negative discrimination for decentralised small projects. 

• If specific taxes or levies are collected from energy uses to subsidies renewable energy in 
order to make them competitive, this should be done in a way that ensures a level playing 
field to all energy users. Many SMEs complain that they have to contribute relatively more 
than large companies. 

• The regulatory framework for the promotion of renewable energy should also guarantee an 
equal treatment for decentralised and small scale energy production. 
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2. Crafts and SMEs have a huge unexploited potential for increasing 
energy efficiency 
The EU objective to increase the energy efficiency by 20% by 2020 will only be achievable if 
SMEs are put in a position to use fully their potential for energy saving. In general SMEs can 
contribute to this target in two ways: firstly, by increasing energy efficiency in their own 
company by investing in the best available technology and by improving the energy efficiency 
of their buildings and secondly, in providing services to increase the energy efficiency of 
buildings and other companies. 

SMEs’ energy efficiency can be increased by regulations enforcing certain efficiency standards 
or by voluntary investment decisions of companies.  

In cases were SMEs are forced to invest in energy saving technologies by regulations, the 
legislator has to consider investment cycles of companies and should not put in danger the 
amortisation of investments in the past by demanding reinvestments before past investments 
are written off. Therefore, new energy efficiency standards, which need investments to be 
fulfilled, must have time horizons in line with the time for amortisation of such 
investments. If short timeframes are demanded, subsidises would be necessary to avoid 
business failures. 

SMEs will also invest in energy saving technologies if such investments pay off for the 
company. In order to exploit the huge potential for energy saving, Craft and SMEs need 
different kinds of support: 

• Crafts and SMEs need support services to realise their full potential for energy saving. 
These services include awareness raising, information, identification and consultancy on 
implementation provided by public, semi-public (chambers) or private (business 
associations) entities. 

• At European level, such services could be supported by an “Annual EU Intelligent Energy 
for SME Forum” of the relevant stakeholders (European Institutions, SME organisations 
and research networks), which tries to facilitate the transfer of new technologies and 
solutions and the creation of networks. 

• Small enterprises often have problems to finance such investments, especially when they 
need some years to pay off. In most of the cases, micro-credits (up to EUR 25 000) would 
actually be sufficient. Therefore, specific public guarantee schemes from national 
institutions or by EIF should be made available. 

• Energy efficiency investments are most of the time not only to the benefit of the company 
but also to the public. Such positive external effects (market failures) must be recognised 
and financially compensated; otherwise the level of investment would always be below the 
welfare optimum. Tax incentives and specially targeted subsidies could encourage a 
sufficient level of investment.  

Therefore, UEAPME supports national integrated energy-saving programmes (i.e. for 
buildings) promoting energy efficiency,  modernisation and job creation through measures 
such as subsidies, reduced interest rates for credits and loans, and the likes. 

• Guarantee schemes for energy efficiency investments and state aid programmes to 
compensate for market failures can only be established if the European Commission allows 
them. Therefore, the up-coming guidelines for state aid on environment have to include 
rules for these types of state aid. 

• Research and innovation on energy efficiency and renewable energy needs a specific focus 
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on SMEs. Any support measures should take into account the potential of SMEs as regards 
small scale technologies and should help to improve the innovative potential of Crafts and 
SMEs in these sectors. 

 

SMEs play also an important role as service providers to increase energy efficiency of 
buildings (construction and renovation of buildings) and/or to improve their energy 
management. Therefore, SMEs should be better involved in so-called integrated services 
(installation, maintenance, etc.) and regulators should not leave these services exclusively to 
energy providers which have also the interest to sell more energy.  

 

Specific effects of policies for energy efficiency and renewables on SMEs as 
providers of specialist engineering services 
Most of the value chain for energy efficiency measures and renewables is situated within the 
European Union. Apart from production, this includes labour intensive activities such as research, 
installation and maintenance. The number of jobs in this area is growing rapidly. The figure of 300 
000 given in the Communication “Limiting climate change to 2 °C – Policy options for the EU and 
the world for 2020 and beyond” is probably even too low. 

In the specialist engineering services industry alone, about 5 % of the jobs depend on the design, 
installation and maintenance of renewable energy systems including photovoltaic, solar thermal, 
heat pumps, biomass heating etc., and another 7 % on energy efficiency services, such as building 
certification, energy advice, implementation of energy efficient solutions etc. 

In other words, almost 290 000 jobs in the specialist engineering services industry depend on 
energy efficiency measures and renewables. Several countries expect the number of jobs in this 
area to double over the next three years. Given the strong, yet increasing growth rates in many 
European countries, this prospective appears realistic (see following pages). 

The development of energy efficiency services and renewable energy systems led to a 
technological boost in the specialist engineering services industry. Most of the new jobs require a 
high degree of qualification and technological understanding. This “knowledge-based” 
employment increases the attractiveness of the whole industry. In spite of numerous campaigns, 
enterprises working in this area suffer from a chronicle lack of qualified and motivated workers. 
This has become a major obstacle to more rapid market growth. 

On the other hand, this development requires permanent education and training of market 
players such as designers, architects, public authorities, contractors and building developers so as 
to enhance the market acceptance, knowledge and innovation in this area.   

 

Specialist engineering contractors and the opening of energy markets 

A competitive and innovative market for renewable energy technologies and energy efficiency 
services is hardly possible without truly competitive gas and electricity markets. 

Integrated energy generation / transmission / distribution companies have access to certain energy-
related market information, including consumption patterns of end-users. This information is 
normally not made available to independent energy efficiency service providers. This provides the 
integrated energy company with a competitive advantage in the energy efficiency services market. 

Furthermore, the lack of competition keeps the market largely closed to independent contractors 
and services providers. And, if the market is eventually opened up, the vast financial power and 
reserves - earned over the years through the monopoly position - allows the former monopolies to 
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invest much money and launch wide marketing campaigns for new services. This goes to the 
detriment of independent contractors and services providers who do not have comparable 
resources. Consequently, independent service providers find it often difficult to access end-users 
and propose alternative energy choices.  

Finally, the current difficulties and problems for new competitors to get access to the network are 
holding back investors to invest in innovation, new technologies and renewables and harm the 
confidence of customers in making energy decisions.  

 

Therefore, UEAPME calls for:  

• complete ownership unbundling of supply and transmission to encourage investment, 
innovation and confidence; 

• the establishment of a formalised European network (ERGEG+) of national regulators, all 
of which should be completely independent and dispose of real decision making power. 

• an increase in cross-border transmission capacity. 
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3. SMEs face specific problems when they apply the concept of 
environment and energy efficiency 

 

Eco-efficiency, as an application of the IPP (Integrated Product Policy) and with its links with eco-
design and energy efficiency can be seen as a rationalisation of the production process whereby the 
impact on the environment (inter alia the use of energy) has to be kept to a minimum during the 
different phases of the manufacturing process. 

The implementation of this concept is quite problematic for the majority of manufacturing micro 
and small businesses for the following reasons: 

 

General issues  
Most micro and small businesses do not have any environmental policy or energy 
rationalisation policy in place. The protection of the environment and a more sustainable use of 
energy are often still perceived as a series of bureaucratic burdens imposed by public authorities. 
There is a lack of proactive attitude in this field. It is fundamentally a cultural problem: this means 
that minimising the impact on the environment/rationalising energy consumption is a concept 
which is not integrated systematically in everyday’s life. Products/services are generally conceived 
/ provided on the basis of the market’s indications and on profit prospects. Still more important, 
though, this also means that micro and small businesses are in most cases not aware of the fact that 
they pollute and that they have strong potential to increase their energy efficiency. In the area of 
energy then, it should also be considered that an overwhelming majority of micro and small 
businesses has an energy intensity of about 3 to 4%, which reduces the economic incentive to 
invest in energy saving. 

Consequently, most micro and small businesses do not have any environmental management 
systems (EMS) in place able to rationalise their processes and tackle their environmental impact 
and energy use. This lack of EMS is both linked with the cultural problem mentioned above and 
with the features of the EMS currently recognised by the various stakeholders, such as EMAS and 
ISO 14.000: they are too complicated and too costly for micro and small businesses.  Basically the 
necessary preliminary and operational investments are perceived as too high compared to the 
benefits/results achieved. 

 

Issues linked with the different phases of the production process  
 

Environmentally-friendly raw materials 

Micro and small businesses find it difficult to use this kind of raw materials because: 

• It is generally hard for them to give documented evidence of its origin and its properties 

• It tends to be more expensive and, therefore, it has an impact on the price of their final 
products 

The example of woods coming from sustainable managed forests (such as FSC, referred to in 
many Eco-Label criteria) gives a clear example of the problem: micro and small businesses 
normally rely on one provider of wood. Since they do not buy huge quantities of material, they 
have no power whatsoever to influence the kind of wood sold by the provider or its origin. 
Therefore, choosing wood from sustainable managed forests can result in a change of the normal 
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provider-buyer relations with delays and time investments. This, in turn, can discourage businesses 
from opting for a more sustainable material (and, therefore, from applying for the EU Flower, 
particularly when the Eco-labelled products only represents a small part of the total range of 
products of the company). 

 

Planning/design of the products 

In this case, the cause of the problem faced by micro and small businesses relies both on the 
cultural attitude mentioned in Section I and in the necessity to recruit technicians and engineers 
able to judge the planning and design of products from an ecological and energy efficient 
perspective. 

 

Production phase 

Minimising the negative impact on the environment and increasing energy efficiency of the 
manufacturing phase often requires the adoption of new, more advanced technologies. This means 
micro and small businesses are faced with the problem of finding the external financing for that. In 
this framework, it should be considered that: 

a) Investments in new production facilities have to be calculated very carefully and must be 
used during the whole amortisation period. If new standards force SMEs to undertake new 
investments before the existing ones are fully depreciated, the additional costs may 
seriously endanger the existence of a company. 

b) Any investment in eco and/or energy efficiency has to compete against other investments 
that may be more important for competitiveness or have a higher potential for cost saving 
(i.e. labour costs). 

c) Most SMEs have a very low equity ratio and depend mainly on debt finance, which 
reduces the possibility to invest and forces SME owners to prioritise the most important 
investments from a business point of view. 

 

Transport phase 

This phase has important repercussions on the quality of the environment, both for the emissions 
and the congestion caused by road transport (and, as such, it is specifically targeted by formal 
EMS, such as EMAS). Also in this case, micro and small businesses tend to choose the best 
transport option on the basis of its influence on the final price of their product without taking care 
of environmental aspects. The road transport option is, consequently, the classic solution due to 
their traditional approach to this issue. 

 

End of use phase 

Waste is a particularly growing problem and a more sustainable production process should aim at 
avoiding or reducing its production to the minimum. Moreover, products should be designed in a 
way to be easily dismountable by customers in their end-of-life phase in order to facilitate reuse 
and recycling. These concepts are particularly difficult to apply for micro and small businesses 
because of the already mentioned problems related to the lack of EMS and eco-friendly design. 

 

Therefore, the implementation of concept such as eco-efficiency, IPP, eco-design and energy 
efficiency in a classic micro and small business corresponds to a revolution in its production 
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process. It should be well prepared in advanced and introduced with care avoiding 
“overnight” implementation. 

 

Possible solutions 
The following series of measures could improve the situation and pave the way to a smoother 
implementation of eco and energy efficiency measures in micro and small businesses: 

 

Awareness-raising actions 

A series of awareness-raising actions should aim at informing micro and small businesses of their 
impact on the environment as well as on their potential for energy saving/increase of eco-
efficiency. These actions, organised by the EU and the member States in co-operation with 
business organisations and, whenever necessary, with energy saving companies (ESCO), would 
result in the improvement of micro and small businesses’ understanding of how to reasonably 
apply eco and energy efficiency measures and their benefits. 

 

Reliable, up-to-date sectoral information 

Micro and small businesses should be provided with a user-friendly, on-line overview of all the 
recent measures related to eco and energy efficiency in their sectors (and particularly existing and 
incoming legislation as well as EU and national funding opportunities). This information, provided 
in all EU languages and regularly updated, should be co-ordinated at EU level and would be of 
great help in improving understanding. Something similar, but extended to all environmental 
legislation impacting upon micro and small businesses, should be provided by the new EU 
programme ECAP (Environment Compliance Assistance Programme)1. Unfortunately, this 
programme has not been published yet. It is, therefore, impossible to judge what kind of 
information is really going to be offered. 

 

Permanent tutorship  

Micro and small businesses need a reference point in their own area to turn to in order to be 
supervised and coached as far as the implementation of targeted eco and energy efficient measures 
are concerned. Some of these “environmental and energy tutors” dealing with a certain number of 
micro and small enterprises are already active at local level through the environmental centres set 
up by SME organisations. However, this presence needs strengthening to avoid small businesses 
being left on their own in such a complex area. The EU Commission should, therefore, insert in its 
support programmes measures to foster the initial and continuous training of such experts in co-
operation with SME organisations. Again, in the framework of ECAP a set of pilot actions in this 
area has already been started. Unfortunately, it is far from being exhaustive since it is only limited 
to some Member States and it only focus on one single action in each of the concerned States. 

 

                                                 
1 ECAP is foreseen by the VI Environmental Action Programme of the European Union (Art. 3. 5. 3. ) as an 
instrument with specific help for SMEs in the framework of the improvement of the collaboration with enterprises and 
their representative bodies with a view of improving the environmental performance of enterprises and aiming at 
sustainable production patterns. 
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Simplification of the current formal EMS 

While ISO 14.000 falls out of the competence of the EU Commission, EMAS is based on an EU 
Regulation which is soon to be revised. This is the chance to turn EMAS in a real SME-friendly 
voluntary instrument by applying the “think small first” approach. This means namely cutting 
requirements imposing excessive red tape and resulting in high implementation costs. If this target 
is achieved the implementation rate of EMAS in micro and small businesses should increase, with 
important outcomes on their level of eco-efficiency. 

 

Targeted EU and national programmes 

The EU and the Member States should set up European and national programmes to finance and/or 
co-finance technological improvements, the implementation of internal environmental and energy 
policies and the employment of experts in eco and energy efficiency by micro and small 
businesses. Considering the investments to be made, in most cases the availability of micro-credits 
(around 25.000 Euros) would be match the needs. 

 

Fiscal measures 

Fiscal measures, such as tax deductions for investments in eco and energy efficiency at national 
level, could also facilitate the uptake of specific measures in this field by micro and small 
businesses.  

 

Real and effective consultation of representative SME organisations 

The EU Institutions and the Member States should consult representative SME organisations at EU 
or national level whenever drafting or revising policy measures related to eco/energy efficiency 
and, more in general, environmental policy and energy policy.  This consultation should not only 
be simply formal, but real and effective in order to allow the principle “think small first” to be 
embedded in the process. An example of “formal” or “false” consultation of SME organisations is 
clearly happening at the moment in the framework of the Energy Using Products Directive (EuP). 
In this case, very technical, long documents in English are sent by Directorate General Enterprise 
to the members of the Consultation Forum with very short deadlines to reply. The level of 
technical skills to react to these documents is such that only the manufacturers of the products 
concerned by the consultation or independent external technicians with expertise in the field could 
respond.  It is clear that, because of time constraints and language problems, it is impossible for 
small manufacturers to react directly. On the other side, it is very difficult to find the above-
mentioned technical expertise inside SME organisations. The only solution is, therefore, for SME 
organisations to pay for external technicians for this job. This is clearly not possible on a 
continuous basis and there is a high risk that often no response is given to the consultation 
documents. Considering the serious repercussions that the EuP directive will have on companies 
and their level of employment (since it will be no longer be possible for manufacturers to put their 
products on the market if they do not correspond to the requirements set by the Directive), an 
effective consultation of the impact of the proposed measures on micro and small businesses is of 
paramount importance. Therefore, Directorate General Enterprises should follow the example set 
by Directorate General Environment in the framework of the Eco-Label, by establishing procedure 
to finance SMEs’ technical involvement in the EuP scheme. 
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“Ex ante” and “ex post” impact assessments 

Effective consultations of representative SME organisations should go hand in hand with both “ex 
ante” and “ex post” assessments of the impact of the proposed measures on the competitiveness 
and employment level of micro and small businesses in order to prevent or correct the adoption of 
unsuitable or disproportionate initiatives.  

 

On the basis of this background, UEAPME would deems it useful if the Action Programme for 
Sustainable Production and Consumption, which the European Commission should present 
before the end of 2007, would provide a coherent framework to support micro and small 
businesses in their way to sustainability apart from encompassing the various official initiatives 
already on the market in this area.  

 


