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Energy is crucial for modern 
societies; the development of 

the economy is directly linked to its 
price and availability. Today, Europe 
is highly dependent on external 
energy resources; in 2012 90% of 
its energy was imported. Yet the 
various political crises throughout 
the world (Ukraine, Iraq) remind us 
that this dependence makes Europe 
very vulnerable. In order to minimise 
the effects of this, Europe must rely 
on a true energy mix. Diversification, 
both in terms of geography and 
energy sources, is crucial.

Europe so far has failed to create 
a true common energy market: 
energy is still more about politics 
than business. Europe has to ensure 
a better coordination of national 
policies. When a Member State 
takes a major decision concerning energy (e.g. Germany giving 
up nuclear energy) this must be coordinated with neighbouring 
countries in order to avoid negative consequences. As Europe is 
faced with dominant suppliers of energy resources, group buying 
should be introduced to strengthen its position in negotiations. 

Energy is a major part for competitiveness. Energy is 
50% more expensive in Europe than in the US. That puts 
European companies at a disadvantage in the global race for 
competitiveness. Europe has attempted to play a dominant 
role in fighting climate change, hoping that other players 
would follow. Unfortunately neither the US, China nor other key 
players have taken a similar line. The financial burden placed on 
Europe in order to reduce CO

2
 emissions has therefore seriously 

distorted its competitiveness. 

Energy policy should be seen as an issue in itself, and not simply 
as part of climate change policy. Climate change remains an 

important challenge for the long term, but measures must be 
balanced and economic aspects taken into account. 

The European Union should set a single climate target and leave 
Member States enough flexibility to choose the measures needed 
to reach this target. Targets can only be achieved through leaps 
in technology. We need to think radically when considering all 
the aspects of innovation: new energy sources, storage, how to 
transport energy, energy efficiency, etc.

The responsibility for the EU energy market not working lies with 
the Member States, not with the European Union. There is not 
enough political will to develop a common energy policy. Europe 
should finally do something to allow the single market for energy 
to work. Major investments in interconnectors, developing new 
ways of transporting energy, greater coordination between the 
Member States and closer cooperation in trade negotiations with 
external partners are therefore of the utmost importance.

Europe’s Energy Policy:
a business perspective for 2030

©
 s

hu
tt

er
st

oc
k

European Economic and Social Committee

Employers’ Group



©
 s

hu
tt

er
st

oc
k

CARBON CAPTURE STORAGE
A WAY TO DECARBONISATION?

Europe faces a major challenge: reducing CO
2
 emissions by half 

while boosting energy production. According to the experts, 
Carbon Capture and Storage (CCS) technology is part of the answer 
to this challenge. The further development of CCS together with 
power stations fuelled by natural gas could provide significant 
results regarding the decarbonisation of the European economy. 

An experimental CCS project is taking place 100 kilometres 
offshore from Peterhead in Scotland. CO

2
 coming from a power 

station located in Peterhead is first cleaned, then compressed 
into liquid and subsequently pumped into the old reservoir on 
the Goldeneye oil well. 

According to the project coordinators, CCS could account for around 
17% of overall carbon reduction – almost as much as all renewables 
together (21%). Electricity generated by gas produced using CCS 
forms a very competitive part of the energy mix. Estimates show 
that by 2050 the use of CCS in energy production would allow the 
British economy to save 32 billion pounds. 

However, Carbon Capture and Storage causes serious 
environmental concerns. Environmentalists strongly oppose 
the technology, stating that unforeseen problems (such as 
earthquakes near storage sites) might occur. There is also a serious 
concern among local communities; that is why the experimental 
project is taking place offshore. Moving CCS onshore would allow 
costs to be reduced.

FOSSIL FUELS 
TODAY AND TOMORROW

After 40 years, the production of oil and gas from the North Sea is 
declining. Oil fields are entering their mature phase; the size of 

discoveries is getting smaller. 

Oil prices have remained remarkably stable in recent years even 
while cost inflation has been rampant. According to a McKinsey 
report, oil supply is going to outstrip demand in the future, causing 
a further decrease in oil and gas prices. Declining production, 
rising costs and steady prices reduce income margins. In order to 
encourage business to continue exploration, the UK government 
is reducing the tax burden placed on newly developed oil fields. It 
is also attempting to cooperate more closely with the industry on 
regulatory issues.

Shale gas has some potential but we should not expect such a 
tremendous impact on energy prices as in the US. The amount of 
gas and its accessibility remain unknown until the first wells become 
operational. There are still numerous environmental concerns 
about the safety and the profitability of shale gas exploration. To 
convince local communities, industry must address these issues.
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R&D AND INNOVATION
IN THE ENERGY SECTOR

R&D in energy require a long-term approach and fact-based 
data. Nowadays, in many cases only studies (often interest-

driven) are available. There is too much wishful thinking, which 
distorts the picture and raises exaggerated expectations.

Europe is spending far too little on R&D; only 8% of EU R&D funds 
goes into energy, this means 8 billion euro from the HORIZON 
2020 programme during the 2014-20 period. Better coordination 
between business and academics is needed to identify the most 
profitable areas of research. Scotland is a genuine example of 
effective organisation of R&D and innovation centres. 12 Scottish 
universities take part in the Energy Technology Partnership. The 
research base is heavily oriented towards the energy sector.

Public R&D funds should only be used where industry or private 
investors cannot be expected to make the relevant investments. 
This includes: projects with a high development risk, long-term 
projects, research on key technologies, projects with high costs 
that can only be met by pooling multiple public sources and 
projects that cannot be readily marketed.

R&D in energy remains important not only from the economic and 
technical point of view, but also because it might be considered 
as a moral duty of our society to prepare for fossil fuels running 
out in the future and to find the resources needed for future 
generations.

There are a number of aspects that need to be addressed when 
talking about R&D and innovation. In hydropower (pumping 

reservoirs, tidal and wave energy) one of the main concerns 
is safety. For solar and wind energy the main challenge is 
intermittency. Storage, transport, grid sustainability, security 
of supply and costs are the areas to be further developed. 
New discoveries in energy storage would guarantee a real 
breakthrough.

Nuclear fusion is another technology that could cause a 
breakthrough in the energy sector. However, the progress on 
research is much less significant than expected and nuclear fusion 
should be considered rather as a long-term prospect. 

Renewable energy from marine sources is among those being 
studied by researchers at the moment. Wave power technology 
emerged from university laboratories in the 1970s and 1980s. 
Life-size tests are now underway, clearly showing the time scale 
involved for R&D in energy. The costs of wave technology must 
be reduced to one-fifth of their current level in order for it to 
become commercially viable. The machinery has to face massive 
forces and must be robust, yet be sensitive to small waves. Both 
tidal stream resources and wave energy have huge potential. 
According to industry representatives, the first tidal areas could 
be deployed in the next couple of years. 

While investing in renewables is important, one should not ignore 
the potential of R&D and innovation in fossil fuels. Coal remains a 
valuable resource when linked with CCS and improved efficiency.
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A discussion on “Europe’s Energy Policy – a business perspective for 2030” took place in Aberdeen, 
Scotland on 27th June 2014. The meeting was organised in conjunction with the Aberdeen & 
Grampian Chamber of Commerce. We would like to thank Aberdeen Town Hall for hosting the 
meeting on its premises.
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