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Europe is going through a challenging period that
requires strong and ambitious solutions. The war in
Ukraine is leaving profound consequences and has come
on top of already difficult circumstances. We are still
recovering from the COVID-19 pandemic while high
energy prices are posing a heavy burden for our citizens.
Now we also need to cut our energy ties with Russia as
soon as possible and accelerate the clean energy transi-
tion. All this must be done in a way that will allow citizens
to remain at the core of energy policies, leaving nobody
behind. For socialists and democrats, fighting energy pov-
erty and ensuring that every citizen has access to afforda-
ble energy is vital. We need to secure production of more
renewable energy but also make clean energy available
and affordable for all.

Even before the pandemic and the war in Ukraine, it was
clear that the clean energy transition is a priority, but it

has never been more important. The European Green
Deal, led by the Commission Executive Vice President
Frans Timmermans, is the EU’s strategy for becoming cli-
mate neutral by 2050. Many initiatives have already been
delivered and profound changes will be made by all Mem-
ber States to implement them. The transition to a decar-
bonized society is inevitable, and the energy sector plays
a crucial role. Our political family is committed to com-
pleting the energy transition so that affordable energy
becomes a reality for all, Europe becomes more socially
fair, more resilient, and we protect our environment.

Achieving a true Energy Union means that all citizens are
able to have access to secure, sustainable, competitive
and affordable energy. Citizens across Europe are facing
numerous challenges in trying to adapt to the new reali-
ties. We stand ready to support them now and as we pro-
gress further in the green transition.



Javi Lépez

Socialists and democrats have been leading the way in
increasing EU’s climate ambitions and making sure
that Europe is on track towards reaching climate neutral-
ity in a socially just way. Addressing the climate emer-
gency was a priority before the COVID-19 pandemic and
the war in Ukraine but it has now become more urgent
than ever.

We know that energy poverty has been a challenge for
some European countries already in the past and the
current energy crisis will cause a further increase in the
number of energy poor in the EU, as well as in the depth
of poverty. Supporting the most vulnerable households
and businesses to weather this crisis is urgent now but
we also need to anticipate challenges that might come
as we move forward.

We need to further debate on best solutions and meas-
ures to be taken. Ordinary citizens will suffer the most, not
just from high energy bills, but also from increasing prices

of food. We need to be ready to support the most vulner-
able in the short-term, while also accelerating our Green
Deal goals in the future. We need more renewable energy
produced at home to protect the environment and cut
our energy ties with Russia. The publication in front of you
contains conclusions of our exchanges and is the result
of several fruitful discussions with PES member parties,
MEPs, and representatives of trade unions and civil
society organizations.

The implementation of the Green Deal and the clean
energy transition have become our answer for many chal-
lenges: for protecting the most vulnerable, as they are
also most exposed to climate change; for protecting the
environment and our planet; but also for increasing our
resilience and strategic autonomy. With this publication,
we want to show how we can work on finding solutions
together and set strong foundations for a more socially
fair, greener and resilient future.
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he use of energy is a key component for the function-

ing of our societies, and we cannot live without it.
At the same time, not all citizens have equal access to
affordable energy and energy poverty is still prominent
in some Member States. The use fossil fuels is leaving
negative consequences on the health of our planet and
makes us exposed to geopolitical instabilities as we
depend on receiving energy imports from other countries.
The unprecedent circumstances we are currently faced
with have showed us how urgent it is to address the
weaknesses of our energy system, ensure that affordable
energy is available to every citizen in Europe, and that we
accelerate the clean energy transition.

In times of unprecedented circumstances, we need
unprecedented solutions. Finding the right solutions is not
a straightforward task, which is why we discussed the
issues concerning the energy crisis intensively within the

£

PES Environment, Climate Change and Energy Network,
led by MEP Javi Lopez. Thanks to the work of the Chair,
our member parties, member organisations, NGOs and
trade unions, we developed strong conclusions concern-
ing three dimensions: ensuring everyone has access to
energy at a price they can afford; ensuring a quick transi-
tion towards clean energy; and achieving strategic energy
autonomy for our Union.

Short-term measures to address high energy prices need
to go hand-in-hand with long-term efforts to decarbonize
our energy system and strengthen Europe’s energy secu-
rity and resilience. This publication is a toolbox of policy
proposals to achieve this aim. As PES, we are committed
to fighting energy poverty and supporting the clean
energy transition that will not forget those who are hard-
est to reach.
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8 INTRODUCTION

1 Introduction

E nergy prices have skyrocketed across all European
countries, reaching unprecedented levels over the
second half of 2021 and well into 2022. The outbreak
of the COVID-19 pandemic left many with a reduced
income or without a job permanently. After two years,
countries are slowly recovering but the energy crisis
is an additional burden for the majority of Europeans,
especially those in precarious living situations. In addi-
tion to the already difficult situation caused by the
pandemic and the energy crisis, there is now a war in
Europe. Russia invaded Ukraine on 24 February 2022
and the European Union (EU) must find ways to
reduce dependence on, and break away from, Russian
energy imports.

Even before the pandemic and the war in Ukraine, it
was clear that the clean energy transition is a priority,
but it has never been more important. We need to
complete the energy transition to protect our citizens
from high prices and provide future generations with
a livable planet. High energy bills, and increasing and
deepening energy poverty, are a threat to the wellbeing
of our citizens. It has also become clear that Europe
can and must produce more clean energy and reduce
its reliance on Russia. Russia provided more than 40%
of the EU’s total gas consumption and accounts for
27% of oil imports and 46% of coal imports.

The sooner we accelerate the roll out of green energy
technologies, the earlier we can cut our energy ties
with Russia. Accelerating the clean energy transition
will reduce emissions, reduce dependency on imported
fossil fuels, and protect our citizens and businesses
against price hikes.

The solution to addressing the energy crisis can be
found in implementing fast, short-term, and effective
measures to immediately help the most vulnerable.
The inability to afford energy is still a reality for many
European citizens. It is estimated that more than 50
million households in the EU are experiencing energy
poverty.? The severity of energy poverty is likely to
increase drastically, making it an unprecedented chal-
lenge for all European countries. Strong negative
social impacts caused by this crisis require fast and
immediate responses from both national governments
and the EU. Proposals on how to address the energy
crises in the short and medium-term are provided in
section 3.

The current crisis has shown how urgent it is to reduce
our reliance on fossil fuels and accelerate the green
transition. We would not be so reliant on gas imports
today, had we had been faster in the decarbonisation
of our economy in the past. Proposals addressing
challenges for achieving a socially fair decarbonisation
of the energy sector are covered in section 4.
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The European Green Deal,* under the leadership of
European Commission Executive Vice-President Frans
Timmermans, is the EU’s strategy for becoming cli-
mate neutral by 2050. Many initiatives have already
been delivered by the Commission and profound
changes will be made by all Member States to imple-
ment them. The transition to a decarbonised society is
inevitable, and the energy sector plays a crucial role.
The production and use of energy account for more
than 75% of the EU’s greenhouse gas emissions.*
Decarbonising the EU’s energy system is therefore
critical to reaching our 2030 climate objectives and
the EU’s long-term strategy of becoming climate neu-
tral by 2050. The transition to a decarbonised energy
system and economy is already in motion. It will be
further accelerated once the Fit for 55 package® is
adopted and implemented.

While the benefits of decarbonisation are clear, the EU
still has a long way ahead towards reaching its climate
goals and increasing the share of renewables in the EU
energy mix. Due to the fact that each Member State
has a different energy mix, varying environmental and
geographical conditions, as well as limited financial
resources, there are different challenges that will affect
the EU's progress.

The green transition towards decarbonisation will ulti-
mately bring many benefits for EU citizens, as well as
Europe’s strategic autonomy. The implementation of
the Green Deal is built both on green and social

objectives. If we do not address climate change, the
weakest parts of our societies will suffer the most. If
we put in place strong decarbonisation policies, the
most vulnerable might be affected negatively, but only
if we do not take into account and address the social
costs that might arise. If we are to move towards more
sustainability, our policies and actions must frame this
transition as an opportunity and not a threat to our
citizens. The most vulnerable must be placed at the
core of EU climate and energy policies to ensure
nobody is left behind.

For our political family, the key point is that this green
transition must leave no one behind. We are commit-
ted to fighting energy poverty and supporting the
clean energy transition that will not forget those who
are hardest to reach.® The Green Deal promotes a just
transition, one that protects our citizens, particularly
those who are most vulnerable, ensuring that the eco-
logical dimension goes hand in hand with the social
dimension. Decarbonisation will only be successful if
nobody is left behind. This means that energy poverty
and the just transition need to be placed at the heart
of the energy transition under the Green Deal. Our
other publications such as Leading the way for pro-
gressive and sustainable cities,” Affordable and quality
healthcare for all,? The Circular Transition - Towards an
economy that puts people first and respects the limits
of the planet,® and Healthy lives in a clean environ-
ment” further present proposals that complement this
goal.
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2 Energy and electricity in

the EU - a short overview

The energy that European citizens have at their disposal is produced in the EU but
is also imported from third countries. Every Member State is allowed to choose its
owhn energy mix, which means that there are great differences between European
countries. The following section presents an overview of different sources of
energy and electricity in the EU, helping explain why the situation differs from

country to country.

2.1 SOURCES OF ENERGY IN THE EU

he energy available in the EU comes from energy

produced in Europe and from energy imported
from third countries. The total EU energy mix was
mainly made up of five different sources™:

1 Petroleum products
(including crude oil) (36%)
Natural gas (22%)
Renewable energy (15%)
Nuclear energy (13%)

Solid fossil fuels (13%)

u b WN

The shares of the different energy sources in the
total energy mix vary between the Member States.
Petroleum products (including crude oil) account for a
significant share of total energy available in Cyprus
(90%), Malta (87%) and Luxembourg (65%), while
natural gas makes up just over a third in Italy (39%)
and the Netherlands (37%). More than half of energy
available in Estonia (60%) and Poland (43%) comes
from solid fossil fuels, while nuclear energy accounts
for 41% in France and 31% in Sweden. Renewable
energy makes up 41% in Sweden and 37% in Latvia.”

Energy production in the EU

In 2019, the EU produced around 39% of its own
energy, while 61% was imported. The energy produc-
tion within the EU is also spread across a range of dif-
ferent energy sources:

Renewable energy (37%)
Nuclear energy (32%)
Solid fuels (19%)

Natural gas (8%)

Crude oil (4%)"

uuh NN =

The production of energy is very different from one
Member State to another. The significance of nuclear
energy is particularly high in France (78% of total
national energy production), Belgium (71%) and Slova-
kia (58%). Renewable energy is the main source of
energy produced in a number of Member States, with
over 90% (of the energy produced within the country)
in Malta, Latvia, Portugal and Cyprus. Solid fuels have
the highest importance in Poland (77%), Estonia
(62%), Czechia (52 %) and Greece (49%), while natural
gas is the main source of energy produced in the
Netherlands (72%). Crude oil is the major source of
energy produced in Denmark (41%).4



Energy imported in the EU

For its own consumption, the EU also needs energy
which is imported from third countries. In 2019, the
main imported energy product was petroleum prod-
ucts (including crude oil, which is the main compo-
nent), accounting for almost two thirds of energy
imports into the EU, followed by gas (27%) and solid
fossil fuels (6%).

Russia is the main EU supplier of crude oil, natural

gas and solid fossil fuels.”® In 2019, 27% of the EU's
crude oil imports came from Russia alone, 41% of EU's
imports of natural gas came from Russia, and almost
half of solid fuel (mostly coal) imports originated from
Russia (47%).'

Other countries we rely on for oil imports are Irag (9%),
Nigeria and Saudi Arabia (both 8%) and Kazakhstan
and Norway (both 7%). The EU's imports of natural
gas also come from Norway (16%), Algeria (8%) and
Qatar (5%), while solid fuel (mostly coal) are also
imported from the United States (18%) and Australia
(14%).”

Different patterns among EU Member States are
present also when it comes to energy imports.

More than 80% of energy imports are petroleum prod-
ucts in Cyprus, Malta, Greece and Sweden and more
than a third is gas in Hungary, Italy, Austria and Slova-
kia. Around 20% of energy imports are solid fuels in
Poland and Slovakia.®®

The dependency rate shows the extent to which an
economy relies upon imports in order to meet its
energy needs.” In the EU in 2019, the dependency rate
was equal to 61%, which means that more than half

of the EU’s energy needs were met by net imports.
The dependency rate on energy imports has increased
since 2000, when it amounted to 56%. The EU mainly
depends on Russia for imports of crude oil, natural gas
and solid fuels, followed by Norway for crude oil and
natural gas.?

ENERGY AND ELECTRICITY IN THE EU - A SHORT OVERVIEW
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2.2 SOURCES OF ELECTRICITY IN THE EU

lectricity is one of three major components that

make up total energy production. The other two
are transport and heating. Around 21% of the final
energy we consume is electricity and it comes from
different sources. In the EU in 2019, 39% of the elec-
tricity consumed came from power stations burning
fossil fuels and 35% from renewable energy sources,
while 26% came from nuclear power plants. Among
the renewable energy sources, the highest share of
electricity consumed came from wind turbines (13%),
hydropower plants (12%), biofuels (6%) and solar
power (4%).

2.3 LONG-TERM TRENDS

E urope has reduced its carbon intensity of energy
consumption over the years. In 2020, the EU pro-
duction of hard coal was 80% less than in 1990.%
When looking at the final energy consumption, oil
(crude oil and petroleum products) have a long-term
downward trend, while natural gas remains the second
largest energy source. The contribution of renewable
energy sources shows a continuous growth. Renewa-
ble energy overtook solid fossil fuels in 2018 and is fur-
ther increasing. Despite unfavourable conditions in
some regions, the share of renewables in the EU’s
energy mix still managed to reach 37% in the third
quarter of 2021, beating again fossil fuels (35%).%

The sources of electricity production vary among the
Member States - around 90% of electricity production
came from fossil fuels in Cyprus and Malta, while
almost three quarters (70%) of electricity production
came from nuclear power plants in France, followed by
54% in Slovakia. In Denmark over half of electricity
production (55%) came from wind energy, while
around 60% of electricity production in Austria came
from hydro power plants.?

Between 2009 and 2019, the trend in primary energy
production was generally negative for solid fossil fuels,
oil, natural gas, and nuclear energy. The production of
natural gas saw the sharpest decline (-49.4 %), fol-
lowed by oil and petroleum products and solid fossil
fuels (with a drop of 34.6 % and 33.2 %, respectively).
The production of renewable energies followed a clear
positive trend over the same period (except in 2011),
with a 48.3 % increase, similarly to waste (non-renew-
able), which saw a 36% increase.?*
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ANSWERING THE CRISIS OF
RISING ENERGY PRICES

Europe has been fighting a surge in energy prices since last year and is facing continued volatility in its whole-
sale gas markets. Putin’s attack on Ukraine is making the energy crisis worse due to uncertainty in the markets
and possibility of Russia stopping all imports to Europe. The challenges we are facing must be tackled now to
prevent energy poverty from growing and deepening. Member States can take different measures to ease the
burden of rising energy bills (section 3.1 & 3.2). In the medium to longterm, the EU can take steps to prevent
further increases in prices and reduce its reliance on Russia (section 3.3).



3.1 ADDRESSING SHARP

INCREASES IN ENERGY PRICES

he increase in energy prices has not been gradual

but sudden and very high. Over the course of
2021, European wholesale gas prices rose by more
than 400%,% squeezing consumers and companies
and threatening the region’s economic recovery. Prices
will remain at high levels throughout 2022 and possi-
bility into the next year. There are a few causes behind
the rapid increases in prices.

Limited gas supply in 2021

On the supply side, in 2021 Russia limited pipeline
exports to Europe because of high domestic demand,
output disruptions and high liquified natural gas (LNG)
prices related to Asia’s economic recovery. European
gas reserves were low and what was used during the
winter could not be replenished in the summer
months. The need to replenish these reserves meant
higher European LNG and gas imports, fostering com-
petition between Europe and Asia for LNG supplies
and thus a further increase in gas prices.?® Some EU
politicians have accused Russia of deliberately with-
holding gas supplies in 2021. The International Energy
Agency called on Russia to do more to increase gas
availability to Europe and ensure storage is filled to
adequate levels in preparation for winter.?”

Military invasion of Ukraine in 2022

Following the invasion of Ukraine in February 2022,
Germany stopped the certification of the Nord Stream
2 pipeline. Although this had no immediate impact on
the gas supply as no gas was yet flowing, it brought
concerns that Putin might stop deliveries through the
Nord Stream 1 pipeline. Similarly, in response to EU
sanctions against Putin, there is a growing fear that
deliveries to the EU might eventually be shut down,
which has an impact on market volatility and causes
uncertainty in the markets.

Increased demand

Gas demand increased in the first quarter of 2021 in
residential heating, industry and power generation
due to a cold winter and widespread remote working.
During the summer many countries experienced
strong heatwaves which increased the need for air
conditioning.?®

Unfavourable weather conditions

Another significant factor is weather conditions.
Despite the increasing share of renewables that generate
power for a low cost, their role has been diminished.
Due to hot weather and low wind speeds, renewable

17 ANSWERING THE CRISIS OF RISING ENERGY PRICES
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energy production has been low, further pushing the
demand for gas. In 2020, 38% of electricity in the EU
was generated by renewables,? but they currently
cannot generate enough power to cover 100% of
demand all year round.

Carbon pricing

The last and the smallest contributor to the increase in
energy prices is the EU Emissions Trading System
(ETS). EU carbon prices reached record values pushing
a switch from coal to gas, thus keeping European gas
demand high. However, only one-fifth of the higher
power costs could be attributed to the rising ETS
price. The European carbon price has increased but
much less than the prices of natural gas. According to
the Commission Communication, the effect of the gas
price increase on the electricity price is nine times big-
ger than the effect of the carbon price increase.*

Energy prices are determined by a range of supply and
demand conditions, including the geopolitical situa-
tion, the national energy mix, import diversification,
network costs, environmental protection costs, severe
weather conditions, or levels of excise and taxation.
Depending on national laws and regulations, the

E 4

4 v o
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electricity bill can consist of the price of the energy
itself, the transmission and distribution costs, and
taxes and surcharges.”!

The record run in energy prices is not expected to end
any time soon. Member States should take immediate
steps to alleviate the burden on consumers and busi-
nesses, while working on long-term solutions. Those
who are most vulnerable should be quickly identified
and targeted support should be provided while mak-
ing sure that incentives for the green transition will not
be impacted in the long-term.

In October 2021, the European Commission presented
its toolbox for addressing the energy crisis,*? which
contains proposals for measures that governments can
utilise. Due to great differences between the Member
States, responses and measures to be used can vary. In
March 2022, the Commission followed up with another
Communication - REPowerEU - Joint European Action
for more affordable, secure and sustainable energy*?
that is focused on accelerating the green energy tran-
sition and reducing our reliance for energy on Russia,
as soon as possible.



POLICY PROPOSALS

The green transition guided by the Green Deal is the only solu-
tion to address the current crisis and prevent a similar situation
from occurring in the future. The quicker the EU moves towards
an efficient and renewable energy-based system, the more
effective we can be in protecting our citizens from high energy
bills.

Member States should take emergency measures such as tempo-
rary relief from taxes or charges to ease the burden on consum-
ers and businesses, targeting the most vulnerable.

An urgent European-wide ban on disconnections, similar to
measures taken during COVID-19 in some countries, should be
imposed to ensure everyone across Europe has access to energy
if they default on their bills.

Measures implemented by the Member States should not nega-
tively impact the investment environment for low-carbon
energy sources and technologies.

Member States should use their energy taxation power in a more
targeted, policy-oriented way, both for social and climate
purposes.

Increased energy prices are negatively affecting industry and
SMEs, particularly energy-intensive industries.3* This has a
knock-on effect on food prices and jobs in these sectors. Finan-
cial aid should be provided to companies and industries in com-
pliance with the state aid framework.

The Commission should closely monitor the situation in the
energy market to anticipate any changes that might put some
countries in a more precarious situation during the winter.

Member States should consider using all measures available
under the Commission toolbox for addressing the energy crisis*®
and the Commission Communication REPowerEU - Joint Euro-
pean Action for more affordable, secure and sustainable energy.

19 ANSWERING THE CRISIS OF RISING ENERGY PRICES
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3.2 SUPPORTING THE MOST VULNERABLE
TO OVERCOME HIGH ENERGY BILLS

n an EU-wide survey in 2019, 6.9% of the EU popula-

tion said that they could not afford to heat their
home sufficiently. This share is particularly high in
some countries including Bulgaria (30.1%), Lithuania
(26.7%), Cyprus (21.0%), Portugal (18.9%), Greece
(17.9%) and Italy (11.1%).3¢ Energy poverty was already
an issue for many Europeans in 2019. The combined
effects of the consequences of the pandemic and the
rise in energy prices are likely to drastically increase
the number of energy poor households.

The employment rate in 2020 has dropped in most
Member States.®” According to the European Founda-
tion for the Improvement of Living and Working Con-
ditions, in July 2020, 34% of survey respondents in
Europe reported that their financial situation was
worse than before the pandemic and 44% indicated
that their household cannot make ends meet.3® With
decreasing income and rising utility bills, more and
more Europeans were devoting an increasingly large
part of their budget to fixed costs. Measures under-
taken by governments to curb the COVID-19 outbreak

have had a massive impact on the European economy.

Despite the short-time work schemes put in place in
EU countries, many have lost their jobs permanently.

Precarious workers, whose numbers have been
increasing since 2008, were at particular risk.*

During the winter of 2020-2021, millions of Europeans
were forced to stay at home because of lockdowns.
For many this meant staying in poorly heated houses.
While the economy is slowly showing signs of recov-
ery, many citizens have not yet managed to benefit
from it. According to the ETUC,*° on the first day of
autumn in 2021, 15% of Europe’s working poor were
not able to turn on the heating - equivalent to
2,713,578 people across Europe. That situation has got-
ten worse in ten EU Member States over the last dec-
ade and now soaring electricity prices across Europe
risk plunging even more workers into energy poverty.

High gas and electricity prices reverberate through
supply chains and contribute to high inflation. Drastic
increases in energy spending will shrink the disposable
income of the poorest households with their high pro-
pensity to consume. The detrimental impacts of
energy poverty on wellbeing and health have been
well researched and documented.* Poor physical and
emotional wellbeing, increased vulnerability of people
with chronic diseases, greater reliance on health ser-
vices and medications and social isolation, are some of



the direct consequences of energy poverty. Due to the
increased effects of climate change, more attention is
being paid to broader energy services, beyond just
heating. Warmer weather, more frequent heatwaves
and altered wind and humidity patterns are making it
more challenging for people to keep their houses cool
during the summer months.

The inability to afford energy is directly related to the
more general experience of poverty, which means that
wider economic and social policies for tackling poverty
are crucial. The strengthening of our economy with the
goal of increasing the wellbeing of all, and investment
in mechanisms of social support, must continue to be
complemented by energy policies that adequately
support those who have difficulties heating, cooling,
and lighting their homes.

Access to energy services is crucial for the social inclu-
sion and participation of every citizen in today’s
society. Adequate warmth, cooling, lighting and the
energy to power appliances are essential services

needed to guarantee a decent standard of living and
citizens' health. Addressing energy poverty has the
potential to bring many benefits, including less money
spent by governments on health, reduced air pollution,
better comfort and wellbeing, improved household
budgets, and increased economic activity.

It is crucial that Member States take measures that will
help the most vulnerable now, but also take measures
that will be most suitable and adequate to achieve the
aim. Governments can introduce price caps and tem-
porary tax breaks for vulnerable energy consumers, or
vouchers and subsidies for consumers and businesses.
Evidence shows that reduced VAT rates can in some
instance have a regressive impact. Providing targeted
financial support, compared to reduced VAT rates, can
be more effective in addressing equity concerns and
pursuing policy objectives other than raising tax reve-
nues.”? When choosing the right combination of meas-
ures that aim to ease the burden of high energy bills,
measures that help the most vulnerable should be
prioritised.

ANSWERING THE CRISIS OF RISING ENERGY PRICES

21



22 ANSWERING THE CRISIS OF RISING ENERGY PRICES

Many Europeans have been facing pressure from rental
housing affordability that has widened social and eco-
nomic divergence. Average house prices in the EU’s
private sector have increased by over 30% in the past
decade, and rents have gone up by almost 15%, sur-
passing the increase in incomes in many countries.*
Rental affordability will become a growing issue due
to rising energy prices and inflation. Support measures
for the most vulnerable should also include setting up
support mechanism for securing rent stabilisation and
affordability. As we move forward in the transition, it is
vital that the goals of renovating the building stock,
which will help drive down energy use and costs, and
ensuring rent affordability are balanced. Member
States should consider different instruments that can
be used to provide affordable housing for all, such as:
rent transparency, rent regulation, rent caps, unlimited
rental contracts, protection from eviction for renters
and mortgage-holders and binding conditions for
receiving public subsidies.*

The low rate of renovation of the European housing
stock contributes to the price citizens pay for electric-
ity and heating/cooling. Poor insulation or renovation
of housing leads to higher than necessary consump-
tion of this type of energy. Associated with this exces-
sive energy consumption are greenhouse gas (GHG)
emissions proportional to energy consumption. There-
fore, an increase in the renovation rate of the European
building stock would play a double role in favour of the
decarbonisation drive that the EU wants to achieve by
2050 - reduction of energy consumption in buildings
(public and private) and reduction of GHG emissions.

It is therefore essential to identify and locate this sec-
tor of the population in an exhaustive manner, so that
assistance - such as that potentially provided by the
future Social Climate Fund - can be rapid, effective and
well targeted. In order to achieve this objective, it is
necessary to create a definition of people/neighbour-
hoods at risk of social exclusion that allows for a more



accurate detection of less developed micro-areas
(rural and urban) encompassed within more devel-
oped areas, which may appear as a consequence of
the application of the different climate measures.

The energy crisis has repercussions for citizens but
also for other market participants. Suppliers are faced
with a series of problems that could put the smallest
of them in economic difficulty, which can further have
a negative impact on ordinary citizens. Increases in
energy prices is accompanied by a rise in the bills for
final customers so energy suppliers could potentially
expect an increase in the risk of non-payment. Such an
increase could have repercussions in terms of the
number of unpaid invoices but also in terms of finan-
cial consequences for suppliers. Indeed, because the
amount of the bills is increasing, any unpaid bill gener-
ates a higher cost for the supplier.

Moreover, in this context of rising market prices, sup-
pliers who wish to hedge their fixed price sales will
have to deposit significant collateral. Suppliers who
have not hedged all of their fixed price sales currently
have to buy energy on the markets at much higher
prices. For instance, in some cases, domestic custom-
ers have the option of terminating their energy con-
tracts with one month'’s notice. With rising prices, cus-
tomers with fixed price contracts, signed before the
price increase, will probably continue until the end of
their contract. Suppliers will therefore have to buy
consumption for customers they thought they were
losing at much higher market prices. These higher
priced energy purchases will generate losses for sup-
pliers. Suppliers who offer variable price contracts
could face financial difficulties if the decision is taken
to freeze energy tariffs while prices continue to rise

on the markets. Some governments are considering
putting in place price caps, which put a strain on sup-
pliers as they supply on a l0ss.* In cases where suppli-
ers can no longer provide their services, consumers
must be protected and governments must take into
account the impacts on ordinary citizens that might
occur with the introduction of measures to mitigate
the energy crisis.

While citizens are affected by rising electricity prices,
some companies and electricity market participants
benefit and see their profits increase. Production com-
panies mainly based outside the EU are the biggest
beneficiaries of the surge in gas prices. According to
an analysis by the NGO Global Witness,* European
gas transmission operators and their parent companies
made significant profits. Saudi Arabia’s Aramco made
$30 billion between July and September 2021. During
the same period, Total, Equinor, and Eni together
made over $7 billion while Exxon and Chevron each
made over $6 billion in profits. When looking at the
profits of several global companies together, compa-
nies’ profits in the third quarter of 2021 were 24%
higher than during the same period in 2019, before the
COVID-19 pandemic temporarily lowered gas prices.
Powerful gas companies are enjoying huge profits
while ordinary citizens pay the price.

Energy is a basic human right, no one should have to
choose between eating, lighting or warming one’s
home. Principle 20 of the European Pillar of Social
Rights states that everyone has the right to essential
services, including energy. An end to energy poverty is
vital for social justice, wellbeing and fighting the cli-
mate crisis.
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== POLICY PROPOSALS

Member States should take immediate measures that can reduce energy costs, such as direct income
support, and temporary tax breaks or vouchers and subsidies for consumers and businesses.*’ House-
holds most affected by increased prices of energy should be quickly identified and direct income sup-
port should be directed towards those in energy poverty and those at risk of falling into it.

Member States should ensure that disconnections from the energy grid are avoided.

Introduction of price caps should take into consideration the impact of such measures on suppliers
and consumers.*®

Companies that have made extraordinary profits due to the energy price spikes should be taxed more
and the revenues should be used to reduce energy bills for the most vulnerable. As proposed by the
Commission,*® Member States can tax windfall profits and use the money to support their citizens.

Energy poverty is related to general income poverty. Other benefits and financial support provided
through social protection systems should be strengthened whenever possible.

Between September 2020 and August 2021, EU ETS allowances generated EUR 26,3 billion.° The EU
ETS Directive already allows governments to use the EU ETS revenues to support energy bills in the
form of real income support for those who need it most.*' For instance, Spain is using an extra €900
million in auction revenues to compensate households.>? National governments could use these ETS
revenues to finance direct income support measures that can quickly support consumers.>

Member States should also use taxation to support vulnerable populations. They should use the flexi-
bility allowed under the Energy Taxation Directive to exempt or to apply a reduced rate on electricity,
natural gas, coal or solid fuels used by households.

Member States should take measures to facilitate rent stabilisation and to ensure that overall housing
costs for tenants stay affordable.

All measures used to tackle the energy crisis should be compatible with the net zero objective while
at the same time tackling energy poverty.
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3.3 PREVENTING FURTHER INCREASES
IN ENERGY PRICES WHILE
REDUCING RELIANCE ON RUSSIA

espite early estimates that the energy crisis

would end by spring 2022, it is clear that high
prices are set to stay with us for a longer period of
time. The evolution of conflict in Ukraine is uncertain,
as is the ability for the EU to rely on energy imports
from Russia.

Europe needs to strengthen its existing mechanisms,
as well as develop new ones to prevent energy prices
from further increasing. In order to ensure a faster and
smooth transition to a clean energy system, we need a
clear regulatory environment for investing in all tech-
nologies necessary, improving flexible power generation
and developing energy storage solutions.

In cases when European countries depend on external
imports, pooling resources and negotiating as a bloc
can increase the EU’s bargaining power and strategic
autonomy. Gas security is increasingly linked to energy
security, which has been made clear with the

escalation of the conflict between Russia and Ukraine.
Relying on imports means relying on Russia. The EU
should take strong and fast steps to implement actions
that can reduce our reliance already this year. In
response to Putin’s actions, the Commission presented
a Communication® which seeks to provide guidance
on how Europe can reduce its reliance on Russia by
two thirds by the end of 2022. Member States should
take advantage of the measures proposed, such as
mandating obligations for the Member States to
ensure their storage levels are high enough, diversify-
ing our supply and accelerating roll out of renewables.

Solar, wind, and other renewables are located within
Europe’s borders and are not subject to the same
global market forces and geopolitical standoffs that
are inherent to gas. Gas producers can behave strate-
gically to maximise their profits and exert political
influence. This is not only important to contain current
energy prices, but also to protect us against producers
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using energy prices as a political bargaining tool in
other matters and to increase our strategic autonomy.
Gas is not reliable now, nor can it be relied upon in the
future if we are to tackle the climate emergency. The
EU must act proactively to diversify its own sources,
suppliers and delivery routes. Assisting countries in
the wider neighbourhood in their own energy transi-
tion could help stabilise the international environment
and facilitate greater energy security for the future.

Gas storage in the EU is currently lower than it was at
the same time in previous years. To prepare for next
winter, the EU and its Member States must ensure
there is sufficient gas storage. On 23 March the Com-
mission presented a proposal®® introducing a minimum
80% gas storage level obligation for next winter to
ensure security of energy supply, rising to 90% for the
following years. Measures to increase storage and
coordinate refilling should be taken without delay.
Since not all Member States have underground storage
facilities, interconnectors will be essential to ensure
the uninterrupted energy flow within the whole EU.
Where new infrastructure has to be built, it also must
be hydrogen compatible.

Roll out of renewables can be accelerated already this
year. The Commission estimates that by accelerating
the roll out of rooftop solar PV systems by up to 15TWh
this year, the EU could save an additional 2,5 bcm of
gas. EU institutions are currently in the process of dis-
cussing legislative files under the Fit for 55 package.
Full implementation of the Fit for 55 proposals, as pre-
sented by the Commission, would lower our gas con-
sumption by 30%, equivalent to 100 bcm, by 2030.%¢
Member States and the European Parliament should
move to swiftly conclude the negotiations and adopt
legislative proposals, without lowering the ambitions
but only boosting the proposals with higher or earlier
targets for renewable energy and energy efficiency.

In Versailles on 10-11 March 2022, EU leaders agreed to
phase out the EU dependency on Russian gas, oil and
coal imports as soon as possible and invited the Com-
mission to analyse options for further measures to be
taken. The Commission put forward a Communication
- Security of supply and affordable energy prices:
Options for immediate measures and preparing for
next winter®” - which presents benefits and drawbacks
of exceptional short-term options to temper price
spikes. As the energy market is currently not delivering
affordable energy, some countries strongly advocated
for limiting gas prices on a European level or decou-
pling electricity prices from the prices of gas.>® Follow-
ing the meeting of the European Council on 25 March,
the Commission is tasked to further explore the
impacts such measures could have and is expected to
assess and present by May further measures to be
considered to tackle high energy prices. In doing so,
the Commission should ensure that national circum-
stances are taken into account and that the incentives
for driving the green transition forward are not nega-
tively impacted.

The consequences of the current crisis are mostly neg-
ative but lessons learnt can be used to create a more
resilient EU energy system. The EU should take steps
to strengthen its position in the global energy market,
build interconnections, increase preparedness for
potential future price shocks, increase storage capaci-
ties, increase security of supply and reduce depend-
ence on fossil fuels and imports from Russia.
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POLICY PROPOSALS

Member States should swiftly adopt a legislative proposal introducing an obligation for existing storage infrastructures
in EU territory to be filled up to at least 80% of their capacity by 1 November 2022, and to 90% in subsequent years.>° The
EU should facilitate the creation of more gas storage to ensure that no Member State is subject to shortages. Storage is
not available in all Member States®® and the Commission should ensure easier access to storage capacity across borders.

Member States should consider the possibility of setting up a joint procurement scheme for gas and coordinate refilling
operations, as proposed by the Commission in December 2021.5' This would allow the EU to pool forces and create strate-
gic reserves.

The Commission should continue consulting and contracting with other international partners to increase flows of gas
and LNG to Europe to enable filling up of storage for the coming winter. Alongside diversification of gas supplies, the EU
should also accelerate the production of biomethane and hydrogen.5?

Member States should act collectively to secure gas imports in the best possible conditions and avoid bidding against
each other for the same supplies.53

Member States should use EU state aid rules that allow them to provide short-term relief to companies and farmers
affected by high energy prices.5*

In assessing the compatibility of emergency temporary measures in the electricity market taken by the Member States,
the Commission should take into account national specificities, such as for instance, the national energy mix composition
and level of interconnectivity, in line with the EUCO Conclusions of 25 March.5®

The EU should prepare for more volatility, i.e. more periods of very high and very low prices. The Commission should take
action to support and scale up development of electricity storage that will help in smoothing peak demand.

The Commission should assess the current wholesale electricity market®® and its capacities to address price volatility of
gas and other aspects that might affect the effective transition towards a net zero energy system.

The Commission should assess the possibility of developing fully aligned regional or EU-wide retail markets that would
operate on similar rules and help keep prices under control.®”

Coordination mechanisms between Member States concerning the maintenance operation should be strengthened to
avoid shortages due to maintenance works.%®

The EU should engage in energy diplomacy and consider the role of Africa and the wider neighbourhood in ensuring
higher renewable energies shares on the EU markets.




POLICY PROPOSALS

Member States should ensure that the plan-
ning, construction and operation of plants for
the production of energy from renewable
sources, their connection to the grid and the
related grid itself are considered as being in
the overriding public interest and in the inter-
est of public safety and qualify for the most
favourable procedure available in their plan-
ning and permitting procedures. The Com-
mission should swiftly present a recommen-
dation on fast permitting for renewable
energy projects.®®

Member States should map, assess and
ensure suitable land and sea areas that are
available for renewable energy projects.”

Explore a joint EU portfolio of ‘option con-
tracts’ to be activated by Member States’
competent authorities when energy security
is threatened.”

The Council and the European Parliament
should increase targets under the Fit for 55
package legislative files that can help the EU
accelerate the transition. For instance, as pro-
posed by the Commission, doubling the
objective of Fit for 55 for biomethane would
lead to the production of 35 billion cubic
metres (bcm) per year by 2030.72
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ddressing climate change is a matter of urgency

and many countries worldwide are already under-
going structural changes towards a low carbon future.
The share of energy produced from renewables in
Europe is increasing, carbon prices are rising and the
EU is setting ambitious greenhouse gas emissions tar-
gets for many sectors, especially those that contribute
to GHG emissions the most. On 14 July 2021, the Euro-
pean Commission published Fit for 55 package,” a set
of proposals that will drive the EU towards achieving
its 2030 GHG emissions reduction target. Many of the
proposals included will impact the energy sector and
energy prices.”” As indicated in the accompanying
Impact Assessment, a consequence of the green tran-
sition might be that “households in the lower-income

deciles might have to compensate higher energy
expenditures by reducing consumption of other goods.
As energy costs are projected to increase, energy
poverty could intensify if not adequately addressed.”

Women in particular are more affected by carbon pric-
ing than men, as they account for 85% of single par-
ents, whose families are at a higher risk of child pov-
erty. Considering gender as a significant determinant
of poverty is important in the design of social meas-
ures. If not, the consequence is that many of these
social policies do not take into account women and
other vulnerable groups. It is also important to create
decent, affordable and resource-efficient housing.

31 THE ROAD TO A JUST CLEAN ENERGY TRANSITION



AFFORDABLE AND

CLEAN ENERGY FOR ALL
NARRATIVES AND FIGURES

A s PES, our priority is to ensure that affordable and
clean energy becomes a reality for all citizens
across Europe. Having access to affordable energy for
all goes hand in hand with the efforts to decarbonise
the EU’s energy system, ensure a green transition that
benefits all citizens equally, and increase Europe’s
strategic autonomy. The energy crisis and the war in
Ukraine have pushed Europe to rethink how we can
accelerate the clean energy transition. This paper pre-
sents proposals for solutions to make energy afforda-
ble for all, accelerate the green transition and
strengthen our Energy Union.

Supporting the most vulnerable

to overcome the energy crisis

The consequences of the COVID-19 pandemic coupled
with the rise in energy prices and war in Ukraine are
likely to drastically increase the number of energy poor
households. Households most affected by high
energy prices should be quickly identified and direct
income support should be directed towards those in
energy poverty and those at risk of falling into poverty.

Accelerating the clean energy transition
Decarbonisation of our energy system will enable us to
keep our planet healthy and will also prevent future
increases in energy prices. The transition to a decar-
bonised society is inevitable, and the energy sector
plays a crucial role. We must move away from fossil
fuels and replace them with renewable energy. This
will lead to many benefits, including a reduction in
greenhouse gas emissions, diversification of energy
supplies and greater energy security.

Around two-thirds of global greenhouse gas
emissions come from the supply and use of
energy from fossil fuels.?

Results of an EU-wide survey for 2020 showed
that around 33 million European citizens could
not afford to heat their home sufficiently.' The
number of energy poor is expected to increase
due to the energy crisis.

Preventing future price increases

while reducing reliance on Russia

The evolution of the conflict in Ukraine is uncertain, as
is the ability of the EU to rely on energy imports from
Russia. High energy prices are set to stay for a longer
period of time, which means Europe must start acting
now to reduce reliance on Russia as fast as possible.
In order to ensure a faster transition to a clean energy
system, we need to diversify our energy sources, join
forces in purchasing and storing gas, build interconnec-
tions and accelerate deployment of renewable energy.
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In the EU in 2019, the dependency rate was Our vision of the future energy system

equal to 61%, which means that more than half Production and use of energy are necessary for the
of the EU’s energy needs were met by net normal functioning of our society but we need to
imports. The dependency rate on energy implement bold changes to ensure that energy is
imports has increased since 2000, when it equally accessible for all citizens and the use of it is
amounted to 56%.3 not harmful for the environment. Renewable energy

solutions have to be available to all, energy should be

affordable in every corner of Europe, and the health

of our planet must be secured for future generations.
The missing links for achieving a true Energy Union
must be addressed so that everyone can benefit. The
implementation of the Green Deal is the answer for
increasing social fairness, for decarbonising the energy
system and for strengthening the EU’s resilience.

1 Eurostat database https.//ec.europa.eu/eurostat/databrowser/view/sdg_07_60/default/table?lang=en
2 IRENA (2017) Climate policy drives shift to renewable energy https.//www.irena.org/-/media/Files/IRENA/Agency/Topics/Climate-Change/IRENA_Climate_policy_2017.pdf
3 Eurostat “From where do we import energy?* https.//ec.europa.eu/eurostat/cache/infographs/energy/bloc-2c.htmi#carouselControls?lang=en
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Share of population living in a dwelling not comfortably cool
during summertime (2012)
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Figure 6: Share of population that reported living in a dwelling not comfortably cool during summertime. Own
figure based on Eurostat SILC data



While energy poverty is a problem across societies all
over Europe, women are particularly affected by this
problem. Yet, due to a lack of gender-disaggregated
data, the female face of energy poverty remains invisi-
ble, which makes a targeted approach more difficult.

Regressive effects of carbon pricing can be reduced
via more progressive designs, such as providing direct
income support to energy end-users who are at the
lowest end of the energy consumption scale. Energy
poverty is already an issue in many Member States and
the implementation of the Fit for 55 package might
exacerbate the current situation if adequate social
support measures are not simultaneously created and
implemented. It is necessary that the EU and its Mem-
ber States accelerate implementation of existing poli-
cies that address energy poverty and poverty in gen-
eral, while putting in place new policies that will
address the negative impact that can occur on the way
towards a climate neutral future. As the green transi-
tion moves forward, EU citizens will experience numer-
ous socio-economic improvements, from new green
jobs to better health and wellbeing due to decreased
pollution. At the same time, decarbonisation policies
will also have redistributive consequences, and energy
poverty could deepen in default of mitigation
measures.

A just transition must remain the main guiding objec-
tive when it comes to all policies we put in place,

ensuring that the costs are shared equally. The pro-
posal for a Social Climate Fund,’® which is meant to
provide funding that Member States can use to com-
pensate the most vulnerable citizens, is a significant
step forward in achieving this goal. EU-level and
national policies and legislation for a transition to a
carbon-free economy need to be checked for their
impact on poorer households, and vulnerable persons,
ensuring that every policy implemented is socially fair
and just. Access to energy for everybody to heat, cool
or fuel their apartment or house to an acceptable
standard and at an affordable cost should be guaran-
teed as a social right.

By investing in renewable energy like solar panels,
European households can save a lot of money. How-
ever, financing investment in renewable energy is still a
difficult task for many Europeans. It can be costly, dif-
ficult to organise and carry out. Benefits from energy
savings might be uncertain or poorly explained and
understood, as well as difficult to measure and monet-
ise. Climate literacy (i.e., common knowledge base on
climate change) also plays a key role. Education to
expand the understanding of climate policies and
measures should be developed for Europeans of all
ages in theorical and practical way, together with local
stakeholders. It would ensure more energy democracy,
combat disinformation, and make it easier for every
EU citizen to benefit. We have to make renewable
energy more available for everyone.
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== POLICY PROPOSALS

Rising energy prices and the need to reduce energy consumption can be addressed with energy-effi-
cient and just renovation. Member States should work quickly to increase the renovation rate.”” New
European Bauhaus initiative can be used to find new solutions for sustainable renovation and living.

Energy-efficiency measures must prioritise low-income households and vulnerable persons, earmark-
ing public funds targeting poorer households and ensuring that no additional costs in housing rents or
energy bills are passed on.

Green transition policies need to address the substantial barriers which low-income households face
when they want to use energy efficiency measures or shift to renewable energy sources.

Member States should use available national and EU funding to invest in renovation and the building of
new affordable, energy-efficient social housing, as well as community housing projects. Regulation of
the housing market is essential to achieve affordable rents and tackle energy poverty.

Broader structural problems surrounding energy poverty should be dealt with in a systematic and
comprehensive manner, next to fiscal policies supporting the low carbon transition. This can be done
by for example, financially and technically supporting neighborhoods, cities and regions to address
domestic energy deprivation via the development of affordable and locally-sourced low carbon
energy, reducing individual energy needs, facilitating energy efficiency investment (particularly in the
private rented sector, housing in multiple occupancy, and apartment blocks) but also by eliminating
existing inequalities, for instance due to gender, income, age, disability, ethnicity or sexual identity
and their intersections, that hamper participation in society and access to clean and affordable energy.

The EU should enhance the visibility of small-scale local projects to inspire other local and national
governments and support their replication.

One recurring challenge in addressing energy poverty is to clearly identify the households that suffer
from energy poverty. Local level action is particularly useful to leverage the existing local civil society
actors who are already engaging with local citizens, especially those who are the most likely to be at
risk of energy poverty.

A Europe-wide definition of energy poverty should explicitly take into account vulnerabilities to
access to clean and renewable energy. It should reflect the inequalities that are persisting across
Europe due to gender, disability, sexual orientation, age, and other factors, and their intersections.

Collection of gender-disaggregated data can help to better address the gendered impacts of energy
policies.




== POLICY PROPOSALS

Building renovations and the development of alternative, renewable sources of energy should reach
not just urban but also rural and remote areas. In this context, the potential of finding local solutions is
to be taken strongly into account.

Social components of each proposal under the Fit for 55 package should be examined ex-ante, includ-
ing on the impacts of measures due to gender, income, age, disability, ethnicity or sexual identity and
their intersections, ensuring that the package as a whole is socially fair.

Measures proposed by the Commission in a Council Recommendation on addressing the social and
labour aspects of the green transition, published in December 2021,78 should be used by the Member
States as guidance for ensuring that distributional impacts of the transition are addressed while taking
into account national differences.

The funding available under the Social Climate Fund should be adequate to address the potential neg-
ative effects of the introduction of carbon pricing for buildings and road transport.

Consumers should be placed at the core of energy policies. Member States should put in place meas-
ures that will ensure consumers are better informed about energy consumption, prices, existing sup-
pliers and possibilities to reduce consumption. All citizens, regardless of their place of living, should
have access to consumer organisations and energy agencies that can provide advice on energy con-

sumption, pricing and energy efficiency.

Member States should ensure that every citizen can benefit from renewable energy. Barriers to using
renewable energy, be it lack of awareness or any financial, administrative or legislative aspect, should
be identified and eliminated.

Member States should adopt ambitious actions against energy poverty. In some National Energy and
Climate Plans energy poverty still remains addressed in a fragmented or insufficient manner by
national governments.”

The implementation of the Fit for 55 package should be followed by monitoring mechanisms that
can help understand the drivers of energy vulnerability in relation to the low carbon transition and
structural socio-economic changes.
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ransition to a renewables-based energy sector will

cause major restructuring of the labour market.
Some jobs will disappear while new ones are created
offering employment opportunities for people coming
from a range of occupational profiles and back-
grounds. Renewable energy sector employment has
been continuously increasing in the last decade and
recent studies show that renewable energy projects
can offset job losses in extractive industries and can
create a net employment gain.t° The energy sector
could face massive shortages in professional profiles
and adequate skills for supporting its green transfor-
mation if we do not put in place preventative
measures.

Ensuring a fair transition requires that governments
understand how structural changes affect different
regions and populations so that measures to mitigate
negative impacts can be put in place. Existing workers’
knowledge and skills, as well as their supply and
demand, must be identified and analysed by individual
Member States in collaboration with social partners,

as they are often country specific.®’ Trade unions must
be actively involved in the development of skills strate-
gies and active labour market policies through social
dialogue. They should also be supported through
capacity building to enable them to play their role in
developing and preparing for green jobs.

Adequate training and education should be provided
for those who are still in education and for those that
come from sectors that will be reducing employment,
such as the coal sector. Coal sector workers can find
new opportunities in renewables, as it has been shown
that targeted recruiting of coal miners for work in the
solar and wind sectors can help offset loss of jobs. For
example, a United States-based study found that 43%
of coal-fired power plant workers could be transi-
tioned to the solar PV power sector without additional
training.®? Transferrable skills can be identified, but
adequate funds for reskilling of the workforce are also
necessary. Partnerships between governments, indus-
try and trade unions can play an important role in
facilitating the shift for workers and securing their
wellbeing.

Labour market interventions to help match workers
with new jobs and ensure timely filling up of work
placements should encompass adequate employment
services (matching jobs with qualified applicants; pro-
moting employee wellbeing; facilitating on- and off-
job training and implementing job safety nets), along
with measures to facilitate labour mobility, such as
relocation grants. Industry and educational institutions
should cooperate to ensure more coordinated
skill-matching efforts.83



Workers should not only be helped to acquire skills
that are needed but should also have jobs of good
quality. Measures to support income stability through
unemployment insurance and other programmes, pol-
icy incentives for employers to retain (and retrain)
workers where possible, and longer-term employment
contracts offering job stability, are all important to
ensure a decent living for workers.

Realising the potential of the energy transition
requires enabling participation of all workers, also
those from underrepresented or marginalised groups.
Women, for instance, account for only 32% of the

renewable energy workforce.?* Parts of the renewable
energy sector are far less open to women. For
instance, in the wind sector, women represent only 21%
of the workforce. When it comes to STEM-related roles
the disparity widens further with women holding only
28% of STEM jobs across all renewables, compared to
45% of administrative roles.®> To promote employment
inclusion in the green energy sector of disadvantaged
groups, the potential of the social economy should be
recognised. It can promote the employment of people
with disabilities, amongst others, while developing
innovative actions in the green economy with clear
social wellbeing objectives.
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=== POLICY PROPOSALS

Vulnerable workers and their communities should not shoulder an unfairly large burden due to labour
market restructuring.

Reskilling and upskilling measures will be vital for extending the employment benefits of the transi-
tion along the value chain and across all EU countries and regions. National governments should iden-
tify and fill in the gaps in training and education that can hamper employment in the renewable
energy sector.

Skills strategies and active labour policies should be developed with the strong involvement of social
partners.

Member States should provide high-quality and inclusive education and training that equips learners
with skills and competences relevant for the green transition.

Access to training at all career stages should be increased.

Educational and work-place measures should be put in place to increase employment of under-repre-
sented, vulnerable and disadvantaged groups. This encompasses measures such as: early exposure to
renewable energy careers; targeted scholarships and funded training opportunities; and mentorships
and apprenticeship schemes. Targeted measures are required also to recruit and retain women and
other under-represented or marginalised groups and offer opportunities for career advancement.

Member States must ensure the effective implementation and enforcement of existing rules on work-
ing conditions, such as those concerning occupational health and safety, work organisation and
involvement of workers.

Member States should take steps to strengthen public employment services to support labour market
transitions, as well as labour inspectorates to safeguard working conditions.

New employment opportunities in the renewable energy sectors should be used to strengthen job
quality and further develop dialogue between workers and employers and increase the quality of jobs
compared to traditional energy sectors.

The potential of the social economy to create quality jobs with a social purpose in the green economy,
and to promote the employment of disadvantaged groups, should be explored and adequately

supported.

Social partners at national, regional and local levels should be involved in all stages of policy-making.




Renewables overtake fossil fuels
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enewable energy generation is at the core of the

green transition, increasing year by year.2®* While a
global energy transition is underway, further action is
needed to reduce carbon emissions and mitigate the
effects of climate change. Renewable energy and
energy efficiency measures can potentially achieve
90% of the required carbon reductions globally.?” The
use of renewable energy has many benefits, including
a reduction in greenhouse gas emissions, the diversifi-
cation of energy supplies and a reduced dependency
on fossil fuel markets.

Renewable energy sources include:

2017 2018 2019 2020

The share of renewable energy consumption varies
across Member States. In 2019, countries with the high-
est shares of renewable energy in final consumption
were Sweden (56%), Finland (43%), Latvia (40%) and
Denmark (37%). On the other end of the scale are Bel-
gium (9.9%), Netherlands (8.7%), Malta (8.4%) and Lux-
embourg (7%). When looking at the national targets,
fourteen Member States have already surpassed their
targets for 2020.8°

The growth in electricity generated from renewable
energy sources during the period 2009 to 2019 largely
reflects an expansion in three renewable energy sources
across the EU, principally wind power, but also solar
power and solid biofuels (including renewable wastes).°
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In 2020, renewables overtook fossil fuels to become
the EU’s main source of electricity for the first time.
Wind generation rose 9% in 2020 and solar generation
rose 15%. Together they generated a fifth of Europe’s
electricity in 2020.

The increase in renewables is still too slow - wind and
solar generation growth must nearly triple to reach
Europe’s 2030 green deal targets.”’ European coun-
tries have different systems, different levels of ambi-
tion and different funding and investment capabilities.
There are a few factors to consider in the roll out of
renewable energy - costs; storage, transmission and
system flexibility; land use and impact on communi-
ties; and the future of the energy market.

istortions that favour the uptake of fossil fuels

by market structures need to be eliminated and a
fiscal system established that actively supports the
adoption of energy transition solutions, while disincen-
tivising new and existing traditional solutions not
aligned with climate ambitions. This involves phasing
out existing fossil fuel subsidies, and levying the envi-
ronmental, health and social negative externalities of
fossil fuels, as well as removing all existing support
for the fossil fuel industry. For instance, in Sweden,
the taxation of fossil fuels has been a major driver for
renewable heat.?? Interventions should always be
preceded by a careful assessment of their social and

equity dimensions, particularly their effects on low-in-
come populations, to ensure that they do not cause
socially regressive effects. Greater public and private
financing needs to be mobilised and made more equi-
tably accessible to end users and enterprises through
local financing institutions.

High capital costs are generally considered as one of
the barriers to the rollout of renewable energy tech-
nologies.” Approximately 75% of the total cost of
energy for a wind energy project is related to upfront
costs such as the cost of the wind turbine, founda-
tions, electrical equipment and grid connection.®*



However, operation costs for the long-term are much
smaller compared to fossil fuel technologies where as
much as 40-70% of costs are related to fuel and oper-
ation and maintenance for their entire lifetime.®
Hence, the expense would primarily come from build-
ing these technologies. However, in the long-term,
next to the great benefit of protecting our planet,
renewables can provide significant savings.

Renewables are not only increasingly cheaper than
new fossil fuel-fired power generation, but increasingly
undercut the operating costs alone of existing coal-
fired power plants. Studies show that in Europe in
2021, coal-fired power plant operating costs are well
above the costs of new solar photovoltaic and onshore
wind. Analysis for Germany and Bulgaria shows all the
coal-fired plants studied have higher operating costs
today than new solar photovoltaic and onshore wind.?®
The typical lifetime of an old wind farm is 20 years,
although there are projects in the EU that have been
operating for longer and extending the life of wind
farms is an active area of research.”’

Although in the long-term renewable energy is
cheaper to produce, building renewables requires sig-
nificant amounts of minerals and metals. The demand

for such materials is set to increase rapidly in the next
20 years as we accelerate the green energy transition.
Wind turbines require concrete, steel, iron, fibreglass,
polymers, aluminium, copper, zinc and rare earth
materials (REEs). Rare metals (such as, indium, gal-
lium, tellurium, neodymium, dysprosium) are vital for
the functionality of solar power, wind power and elec-
tric vehicles. Copper and aluminium are the two main
materials in wires and cables and the huge expansion
of electricity grids also requires a large amount of min-
erals and metals. The transport sector will have to
move to zero-emission vehicles, which also demands
significant critical metal use.?®

A huge rise in demand for critical minerals brings into
question whether these materials can be supplied in a
reliable manner, and whether the environmental and
social consequences associated with mineral produc-
tion can be managed properly. Switching to renewable
energy means that we need to rethink how we interact
with natural resources, no matter what the purpose

of their use is. Their use should be governed by rules
that will enable a sustainable, long-term use, and not
a rapid depletion of limited resources. Renewable
energy is critical for creating a sustainable and circular
economy but we also need a circular economy for
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building materials. It is necessary to consider all
impacts of clean energy technologies to enable a truly
sustainable development.

Bioenergy, when used in a sustainable way, is also one
of the key solutions for achieving a clean energy tran-
sition. Bioenergy is the conversion of biomass - such
as agricultural and forest by-products and residues,
organic municipal waste, energy crops, algae, biologi-
cal CO2 - into useful energy carriers including heat,
electricity and transport fuels.®® It is one of the main
sources of renewable energy in the EU and it has a
potential to expand further. Increasing the use of bio-
mass in the EU, once stricter sustainability criteria in
line with the EU Biodiversity Strategy are adopted and
following the cascading principle, can help diversify
Europe's energy supply and is also needed in the elec-
tricity production to balance variable renewables.
Biofuels, liquid or gaseous fuels, which are made from
biomass, can fuel heat, transport and electricity genera-
tion. Although the EU is developing bioenergy technolo-
gies and solutions, deployment is still limited.

A systemic innovation will play a central role to drive
down costs and ramp up the pace of the energy tran-
sition. A number of enabling policies can strengthen
the investment and development process across vari-
ous dimensions.

POLICY PROPOSALS

Member States should remove financial sup-
port measures for the fossil fuel industry to
support development of clean energy transi-
tion solutions.

There are still considerable barriers to the roll
out of renewable energy projects.'®® The EU
should simplify and accelerate the permitting
of renewable energy projects through the
guidance to national governments on good
permitting practices to be published by early
2022.

With more renewable energy in the energy
mix, the EU can eliminate the most expensive
fossil fuels, thus decreasing prices for end
users. Investments in renewable energy
should be increased including by speeding up
the issuance of permits for development of
clean energy infrastructure and increasing
production of equipment for renewables.'”

Ensure energy infrastructure is equally well
maintained, sufficiently stable and resilient to
meet the demands of the future in all regions.

Step up investments in trans-European net-
works, in order to achieve the 15% electricity
interconnection target for 2030.




4.2.2 RENEWABLE ENERGY STOR-
AGE, TRANSMISSION, AND
SYSTEM FLEXIBILITY

POLICY PROPOSALS

The Commission should ensure that Member
States are making use of financial resources
available in the EU budget and NextGenera-
tionEU for investments in renewables.'??

Reuse and recyclability of materials used in
the renewable infrastructure industry should
be further explored and strengthen to ensure
circularity of the full supply chain to prevent
resource depletion. Technology innovation
for material efficiency or substitution, scaling
up recycling and extending the lifetime of
existing assets through better maintenance
should be taken into account as we accelerate
the clean energy transition.

The integration of bioenergy in the overall
energy system should be carried out under
strict sustainability criteria to eliminate cli-
mate and environmental risks created by the
increasing use of certain sources for
bioenergy.

R enewable energy does not work equally well for all
countries and all regions. To cost-effectively scale
up renewables, they must be sited where they are
most productive - in places with plenty of sun, wind,
water and land. That is typically not close to popula-
tion centres where users locate, so more transmission
infrastructure is required to connect supply and
demand. Renewables require considerable amounts of
land, which is a difficulty for some countries, like for
instance, Malta. Favorable weather conditions are also
necessary. This means that interconnections, transmis-
sion and storage will be key factors determining the
future of renewable energy generation.

One of the major problems with renewable energy
generation is that supplies are far more variable than
other means of energy generation. Power generation
depends on the weather conditions which means that
renewable energy production can be low during some
periods. The available power grid infrastructure was
built to work with consistent power generation levels
and these grids may not be able to cope with the
inconsistency of renewable energy.

Electricity interconnections play a key role in the inte-
gration of electricity markets, allowing energy to be
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exchanged between neighbouring countries. This is
the objective sought by the internal energy market in
Europe, which aims to integrate all of today’s existing
markets within the European Union. International
interconnections contribute to the security and conti-
nuity of the electricity supply within those intercon-
nected systems, thanks to the energy exchanges that
take place when they are needed. Interconnections
between all countries, especially those that are less
interconnected due to their geographical position like
Portugal and Spain,’®® should be strengthened to
ensure security and continuity of electricity supply at
affordable prices. For instance, the MidCat project
between Spain and France could have added about
7.5 billion cubic metres of cross-border capacity,
approximately doubling the amount of gas that can
flow between the two countries. The pipeline was can-
celled in January of 2019 after being blocked by the
regulators that questioned its economic viability.*4
Such projects should be reconsidered in light of the
current circumstances, while making sure that the infra-
structure built will also be suitable for green hydrogen.

The EU power system is going to be increasingly char-
acterised by higher shares of variable renewables.
System flexibility— the ability to absorb and manage
fluctuations in demand and supply by storing energy
at times of surplus and releasing it when needed, is
crucial. The need for power system flexibility will rise

—a
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quickly in the coming decade, but the development of
flexibility sources, such as interconnections and grids,
demand a response, and energy storage is slower than
renewable development.®®> A solution lies in develop-
ing storage technology which can help to cover those
less productive periods, allowing energy end users to
use energy when they need it. If we rely on renewable
energy, we need to be able to make use of energy in
times of need. It is not just about emergencies but also
about continuous reliability and availability.

The Commission has identified a number of policy
issues and barriers related to storage development,
ranging from permitting, ancillary and grid manage-
ment services, grid aspects; taxes and other levies;
involvement of network operators and storage defini-
tion and other policy aspects.”°® Given current energy
transition trends, awareness of the potential of storage
is increasing. Deep penetration of renewables is pre-
dicted to require hours of storage, which exceeds the
cost-effective range and supply capabilities for elec-
trochemical battery technologies. The vast majority of
long-duration grid-scale energy storage systems are
based on mechanical systems such as pumped hydro
or compressed air energy storage. Improvements to
these systems and developments of other systems

for cost-effective long-duration energy storage are
needed.”’

POLICY PROPOSALS

Europe must address its weakness and barriers
for achieving a true Energy Union to ensure that
all countries can benefit from secure, sustaina-
ble, competitive and affordable energy.

The more we can store energy, the more flexible
we are to fully utilise renewable energy sources.
Member States should take steps to increase the
flexibility of the electricity grid to accommodate
renewables, for example by investing in long-
range transmission lines and introducing new
energy storage technologies.

The EU and Member States should continue pro-
viding R&I guidance and support to promising
storage technologies.

The European Commission, European Union
Agency for the Cooperation of Energy Regula-
tors (ACER) and other EU authorities should
prioritise policy measures that address barriers
to storage identified in the majority or all Mem-
ber States, and that hinder the deployment of
several storage technologies and applications.
Relevant barriers specific to only a few Member
States should be addressed at the national
level.lo®

National authorities should develop a policy
strategy for storage based on an assessment of
the system flexibility, adequacy and stability
needs, and of gaps in national regulatory frame-
works. An appropriate identification of the flexi-
bility needs per country and per timescale is

key to assess the possible contribution of storage
technologies in the future.'*®
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== POLICY PROPOSALS

* National Energy and Climate Plans (NECPs) are a central instrument for Member
States to provide transparency and visibility to market actors with regards to increas-
ing the flexibility of the national energy system, including the deployment of storage
technologies, and to signal the main policy actions to be undertaken. For NECPs which
do not comprehensively address energy storage, Member States should be encour-
aged to provide further details in their future progress reports.

* Investments in the international interconnections between the Iberian Peninsula, the
Western Balkans and the rest of the European Union should be increased to ensure
adequate supply and security of electricity for every country in the EU.

4.2.3 LAND USE AND INVOLVEMENT
OF LOCAL COMMUNITIES

I n the Commission's strategic long-term vision for a
prosperous, modern, competitive and climate neutral
economy by 2050 - A Clean Planet for All - models
show that eight times more power from solar and wind
would be needed to achieve climate neutrality by
2050." Such a transition would require devoting 3% of
the total land in the EU to solar and, depending on
wind offshore deployments, up to 15% of total land to
wind energy."

It is often pointed out that solar and wind farms
require vast amounts of land to harvest the low-den-
sity energy from the sun and wind. In contrast, coal,
natural gas, and nuclear power plants require much
less land than renewables for the same power. How-
ever, this argument overlooks the consequences that
power plants leave on the environment for the long-
term. Mining is used to extract solid fossil fuels, such
as coal, by digging, scraping, or otherwise exposing

buried resources.? After that, the land is depleted and
the mining companies must move on to new land. In
contrast, a piece of land used for solar, wind, hydro, or
biomass will continue producing energy on the same
land.

Land has increasingly become of “dual-use,” simulta-
neously supporting livestock grazing and agriculture.
Solar farms, because they are typically more densely
packed than wind farms, make dual-use more of a
challenge, but pilot projects all over the world are
proving that panels can co-exist with grazing and cer-
tain kinds of agriculture. In addition, solar panels can
be placed onto existing structures like roofs, drive-
ways, roads, etc, thus not requiring any dedicated
land.

Environmental impacts of renewable technologies vary
depending on the specific technology used, the



Offshore wind-power generation in Denmark

geographic location, and a number of other factors. By
understanding the current and potential environmental
issues associated with each renewable energy source,
we can take steps to effectively avoid or minimise
them as we increase our reliance on renewables.

Through the Clean energy for all Europeans package,™
the EU has introduced the concept of energy commu-
nities in its legislation, differentiating between citizen
energy communities and renewable energy communities.
They were given a legal definition only in 2019, 40 years
after their emergence.™ Energy communities are a way
to set up decentralised forms of energy production to
provide energy to local communities and can be devel-
oped into different types of legal entities. Citizens can
join in energy communities, pooling their energy, and
benefit from incentives for renewable energy produc-
tion. The Middelgrunden Wind Farm in Denmark is one
example of a large-scale community co-owned energy
project. It was developed in 2000 just 3.5 km outside
the harbour of Copenhagen. 50% of the Middel-
grunden Wind Farm is owned by the local utility held
by the City of Copenhagen, and the other 50% is held
by members of the Middelgunden Vindmollelaug I/S.

The Middelgunden Vindmollelaug I/S is a general part-
nership of citizens, of which each member holds a dif-
ferent share. Private individuals are attracted to invest
in the Middelgrunden Wind Farm by a low personal
risk since the partnership cannot incur debt. and each
member has one vote in important decisions regard-
less of the amount of shares owned."™

According to European Commission estimates, by
2030, energy communities could own 17% of installed
wind capacity and 21% of solar. By 2050, almost half of
EU households are expected to be producing renewa-
ble energy."™ Moving to a more decentralised energy
system where consumers play an active role means
more democracy, and more opportunities for citizens
to take their own decisions on which type of energy
they want to use. Empowering renewable energy com-
munities to produce, consume, store and sell renewable
energy will also help advance energy efficiency

in households, support the use of renewable energy
and at the same time contribute to fighting poverty
through reduced energy consumption and lower
supply tariffs.
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POLICY PROPOSALS

With a largely decarbonised electricity system, high penetration rates of renewable energy will
require more land to be occupied. The EU must ensure that the need for power is balanced with the
need to make optimal use of land, compatible with climate adaptation and biodiversity protection
efforts, and that concerns of local communities are taken into account. Investments in renewable
energy projects should respect the ‘do no significant harm principle.’

The Commission should assess the impact they have on human habitation, agriculture and conserva-
tion of natural resources. Implications of these additional land occupation levels, including the addi-
tional transmission power lines, should be investigated in terms of habitat fragmentation and ecosys-
tem disturbance."

Decision-making procedures concerning renewable energy projects must be fair open and transpar-
ent, the public and stakeholders have a voice in decisions, and these inputs should be given consider-
ation by the decision makers.

Member States should foster and accelerate development of renewable energy communities through a
stable regulatory framework suitable for differing local contexts. It should be ensured that every citi-

zen has an opportunity to be included, especially the most vulnerable groups.

4.2.4 AN ENERGY MARKET ADAPTED TO AN
INCREASING SHARE OF RENEWABLES

hile the benefits of renewables are clear, it

seems that they are not always passed on to
consumers. Even when energy generation costs are
low, it is possible for prices for citizens to actually
increase. Consumers are not always able to capture
the low-price moments in the electricity market. The
EU’s electricity pricing system operates on a system of
marginal pricing, also known as a pay-as-clear market,
meaning that everybody gets the same price for the
electricity they are producing at that moment. Elec-
tricity producers bid into the market, setting their
price according to their production cost. The bidding

goes from the cheapest to most expensive and the
cheapest electricity is bought first. Once the full
demand is satisfied, everybody obtains the price of the
last producer from which electricity was bought.
Wholesale electricity costs reflect the price of the last
unit of energy bought via auctions held in Member
States."™ Even in countries like France where the primary
source of electricity generation is nuclear, gas can
still be the driving force of electricity prices. Marginal
pricing means all suppliers in the market, including
cheaper wind or solar installations, get the price paid
for the most expensive offer accepted.
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In the transition towards having more renewable
energy, we need to think about how to bridge the gap
between consumer demand and the electricity supply
that can be generated by renewable sources. Consum-
ers across Europe must be able to benefit from
cheaper renewable technologies. In response to the
energy market failing to deliver affordable energy,
some countries have suggested considering alternative
market designs. ACER™ found that alternative market
design approaches, such as price caps or technology
dependent average prices, may jeopardise some of the
benefits of EU energy market integration and
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endanger the security of supply over the medium and
potentially also the shorter term. Member States might
experience increasing shares of intermittent renewable
generation in their electricity mix which means the
volatility of wholesale prices is likely to increase. In
applying certain price caps or technology-dependent
average prices, if each market area (bidding zone)
would apply its own “fair price’ concept, the conse-
quences could be significant, both for decarbonising
the European economy at lower cost and for main-
taining supply security and system resilience going
forward (as price and system shocks risk being less
mitigated via contributions from neighbouring areas).
This could lead to a less integrated market.

Although cautious on the need to completely redesign
the EU electricity market, ACER’s analysis concluded
that there is significant scope for further improving
energy market integration in Europe and that the fact
that the energy market worked well until now, does
not mean it is future-proof. A crucial component of
improving the current situation is building intercon-
nections. The higher the gas dependency and the
lower the level of interconnection compared to
national demand, the higher the wholesale price of
electricity in a given Member State. This means that
interconnection capacities must increase significantly,
thus ensuring that all countries and all citizens can
benefit from low prices.

The Commission should regularly assess, study alter-
native market designs and ensure that, as we switch to
more renewables-based energy mix, citizens can ben-
efit from cheaper energy production costs. Although
the roll out of renewables has not reached its peak, the
nature of it requires further assessment and consistent
monitoring, in order for the EU to be ready, if neces-
sary, for a different energy market than the one we
have currently in place.
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ydrogen is expected to play a major role in the

clean energy transition and its large-scale deploy-
ment is necessary for achieving our climate targets.
‘Green’ or ‘clean’ hydrogen, when produced with the
use of renewable energy, does not emit CO2 and pro-
duces almost no air pollution when used. It can be
used to carry and store energy, as a fuel and as an
energy feedstock. The majority of hydrogen used
today is grey hydrogen, which is produced from fossil
fuels. Since grey hydrogen is not decarbonised, green
hydrogen, produced through the electrolysis of water
with the electricity stemming from renewable sources,
should be prioritised.

Green hydrogen is currently less competitive than
grey hydrogen. To be able to produce green hydrogen
on a larger scale, the EU must accelerate the roll out
of renewables, accelerate investments, incentivise the
creation of new lead markets, support research and
innovation into breakthrough technologies, and build a
large-scale infrastructure network that connects coun-

tries within the EU but also the EU with third countries.

Renewable hydrogen should progressively be deployed
at large scale alongside the rollout of renewables, as

technology matures and the costs of its production
technologies decrease. A progressive uptake of hydro-
gen solutions can also lead to repurposing or re-using
parts of the existing natural gas infrastructure.

The use of clean hydrogen can help decarbonise, in
particular, energy intensive industries (e.g. steel, chem-
icals and cement), the transport sector (e.g. heavy
duty vehicles, rail and maritime), and the power sector.
Renewable energy sources are intermittent and hydro-
gen can be used to capture and store this energy.

In 2020, the Commission adopted a new dedicated
strategy on hydrogen in Europe™® which provides tar-
gets for investment, action for boosting demand and
scaling up production, action for promoting research
and innovation and measures for strengthening inter-
national cooperation and leadership. All actors, public
and private, at European national and regional level,
must work together, across the entire value chain,

to build a dynamic hydrogen ecosystem in Europe.



POLICY PROPOSALS

For hydrogen to have a positive role in the clean energy transi-
tion, it must be produced and delivered in a sustainable manner.
Green hydrogen produced with the use of renewable energy
should be prioritised in the long-term.

The EU should step up its shift towards green hydrogen and
accelerate investments to reach the targets set out in the Com-
mission strategy on hydrogen.

The Hydrogen and gas markets decarbonisation package'” pre-
sented in December 2021 should ensure that barriers that ham-
per the development of the hydrogen market and its infrastruc-
ture are removed and that natural gas infrastructure can be
reused for hydrogen.

The hydrogen value chain could employ more than one million
people by 2030 and five times as many by 2050.'?? Young peo-
ple just starting their education, as well as those that need to be
reskilled, must have access to adequate education that will help
research, innovation and deployment of green hydrogen. Part-
nerships between governments, industry and trade unions
should accelerate development of new education and training
programmes.

Legislative proposals under the Fit for 55 package that include
provisions aiming to support greater development and use of
green hydrogen should be supported by the EU legislators and
their ambition should be increased whenever possible.

The EU should strengthen its leadership on hydrogen on the
international level and promote cooperation with third
countries.
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he European Commission is attempting to finish

its sustainable finance taxonomy,”® which defines
economic activities that can be labelled as sustainable
investment in the EU, based on whether they meet
strict environmental criteria. Following the political
agreement on the Taxonomy Regulation™ between
co-legislators, in 2020 the Commission launched
in-depth work to assess whether or not to include
nuclear energy and fossil gas in the EU taxonomy of
environmentally sustainable activities. Their inclusion
has been the subject of heated debate at the EU level,
especially in the context of the clean energy transition
and skyrocketing energy prices.

In its proposal,”” the Commission argues that the fossil
gas and nuclear energy sectors can contribute to the
decarbonisation of the Union’s economy. On the basis
of scientific opinions and taking into account the cur-
rent technological progress as well as the varying diffi-
culties faced by Member States in the energy transi-
tion, the Commission considers that “there is a role for
natural gas and nuclear as a means to facilitate the
transition towards a predominantly renewable-based
future”. However, a series of conditions for nuclear and
fossil gas activities are provided for.

European countries and governments across the politi-
cal spectrum are split when it comes to their stance on
nuclear energy. On one side are those that see nuclear
energy as a strong tool for decarbonisation and sup-
port its use. On the other side are countries that want
to focus on renewables only, and do not consider
nuclear energy to be the right solution. This division

exists also between social democratic governments in
Europe.

Those that expressed their support for having nuclear
energy investments labelled as green argue that
nuclear power is one of the most low-carbon energy
sources, it has a high power output, low operating
costs and does not depend on weather conditions like
renewables, making it more reliable. However,
unsolved issues remain concerning its safety and stor-
age of radioactive waste. In addition, the length of
time it would take to build new nuclear power plants
and make them operational is much longer than it is
for renewables. In addition, when factoring in the pub-
lic subsidies nuclear energy receives, it’s operating
costs might not be that low. An analysis in the US sug-
gests that unsubsidised average electricity generating
costs declined between 2015 and 2020 in the case of
solar PV and onshore wind, while nuclear power costs
went up.?® The costs of building nuclear power plants
are high, while costs of renewables are decreasing. A
big concern is the possibility of malfunctions or acci-
dents, which can leave catastrophic consequences that
can extend beyond national and EU borders. Nuclear
energy requires uranium to produce energy and it is
not an endless resource. Although supply of uranium is
high today, one day it will begin to drop, especially if
more nuclear energy plants are built, requiring the
need for more uranium. Uranium must be mined unlike
wind or solar power, which offers an unlimited supply.

Some countries have supported the use of natural gas
in the transitional period and European Commission
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Executive Vice-President Timmermans acknowledged
that natural gas will probably be necessary to shift
from coal to sustainable energy and has a role to play
in the transitional period. An abrupt transition to
renewable energy might lead to energy scarcity and
further increase energy bills for consumers, which is
why a more gradual transition is needed.

The debate around the role of nuclear energy and fos-
sil gas has been associated with the EU taxonomy. As
pointed out by the S&D Group in the European Parlia-
ment'” and the EU Platform on Sustainable Finance,?®
labelling these energy sources as green is not in line
with science and considering them sustainable could
send wrong signals to market investors. Their exclu-
sion would still not prevent Member States from
investing in them, as every country can still choose its
energy mix.

While there is no consensus yet within our member-
ship to completely phase out nuclear energy through-
out Europe, the PES supports member parties in
developing strategies to reach a share of 100% renew-
able energy until 2050. The use of nuclear energy and
fossil gas can serve as a bridge to renewables, but it
should in no circumstances lead to a lock-in. In the
long run, Europe should phase out use of nuclear
power completely.

POLICY PROPOSALS

Investments and scaling up of renewables
should be a priority for the EU and its Mem-
ber States. The EU should support Member
States that want to phase out nuclear power
plants.

Each Member State has the freedom to
choose its energy mix. Where nuclear instal-
lations exist, the protection of people and the
environment must be a priority, with regular
safety reviews and strict monitoring and
reporting.

Member States that decide to use nuclear
energy and fossil gas in the transitional
period should ensure that incentives for
renewable energy development are not ham-
pered, that a lock-in is avoided and should
demonstrate in a transparent and detailed
basis how their strategies will lead to decar-
bonisation and avoid a lock-in.
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5 CONCLUSION

Workers and families are suffering due to skyrocketing
energy prices, as a result of which energy poverty will
only grow across Europe. The EU must act now to sup-
port and protect households and businesses as we
approach winter. It must be ensured that the current
situation does not happen again in the future. Since
the EU is set to reach its 2030 and 2050 climate tar-
gets, we are putting in place policies that will drive
down emissions faster. To tackle the climate crisis, a
rapid change in the way we produce and use energy is
needed. We need to scale up the roll out of renewa-
bles and decarbonise the energy sector to avoid steep
price increases in the future and strengthen our strate-
gic autonomy. This is important not only from an envi-
ronmental point of view but also from the health and
wellbeing perspective. Decarbonisation policies must
have an inherent social dimension that will safeguard
those who are most vulnerable and ensure that the
costs of the transition are shared equally. The environ-
mental and the social dimension are two inseparable
components of the European Green Deal. Citizens are
facing numerous challenges in trying to adapt to the
new realities. It is crucial to ensure that consumers will
have access to clean and affordable energy now, and
as we progress further in the green transition. As we
do this, we must guarantee support for those who
need it most, every step of the way.
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