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I. Introduction 

 

The European Commission announced the creation of an “Energy Union” in February 2015, when it 

released a communication1 entitled “Energy Union Package – A Framework Strategy for a Resilient 

Energy Union with a Forward-Looking Climate Change Policy”. In part, the Energy Union serves to 

increase the European Union’s energy security by diversifying supply and creating a more integrated 

and transparent European energy market. The Energy Union also incorporates energy efficiency goals 

and carbon dioxide (CO2) reduction objectives intended to support the transition to more efficient 

energy consumption, the development of indigenous energy sources, and research and innovation 

activities. 

 

The Energy Union Package follows several of the Commission’s earlier initiatives, such as the Energy 

Security Strategy and the Policy Framework on Climate and Energy in the period from 2020 to 2030. 

Furthermore, it should be highlighted that “a resilient Energy Union with a forward-looking climate 

change policy” - is part of European Commission President Juncker’s ten priorities for his five-year 

term (2014-19) at the head of the Commission2. This further attests to the importance of the Energy 

Union for the further development of EU policies in the broader energy field. 

 

 

 

II. Energy Union: Main elements 

 

The EU’s Energy Union Package is composed of five related and mutually reinforcing dimensions: 

 

1. Energy security and solidarity 

 

The Energy Security Strategy presented by the Commission in May 2014 highlighted that the EU 

remained vulnerable to external energy shocks, and called on policy makers at national and EU level to 

reduce Europe’s dependency on particular fuels, energy suppliers and routes. Against this background, 

the Commission’s communication on the Energy Union stresses that the key drivers of energy security 

are the completion of the Internal Energy Market and more efficient energy consumption. At the same 

time, joint approaches in the field of energy across the EU can ensure a stronger response, for 

instance in cases such as supply shortages or disruptions. 

 

Furthermore, the diversification of supply with regard to energy sources, suppliers and routes is seen 

by the Commission as crucial for ensuring supplies to European citizens and companies, and for 

                                                           
1
 European Commission, Energy Union Package, Communication from the Commission: A Framework Strategy 

for a Resilient Energy Union with a Forward-Looking Climate Change Policy, Brussels, 25 February 2015. Available 

at http://eur-lex.europa.eu/resource.html?uri=cellar:1bd46c90-bdd4-11e4-bbe1-

01aa75ed71a1.0001.03/DOC_1&format=PDF 
2
 Jean-Claude Juncker, A New Start for Europe: My agenda for Jobs, Growth, Fairness and Democratic Change. 

Political Guidelines for the next European Commission, 15 July 2014. Available at 

http://ec.europa.eu/priorities/docs/pg_en.pdf 

http://eur-lex.europa.eu/resource.html?uri=cellar:1bd46c90-bdd4-11e4-bbe1-01aa75ed71a1.0001.03/DOC_1&format=PDF
http://eur-lex.europa.eu/resource.html?uri=cellar:1bd46c90-bdd4-11e4-bbe1-01aa75ed71a1.0001.03/DOC_1&format=PDF
http://ec.europa.eu/priorities/docs/pg_en.pdf
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providing access to affordable and competitively priced energy at any given moment. In this context, 

having the necessary infrastructure in place to enable energy transport and cross-border 

interconnections between Member States becomes equally important. Therefore, the Commission 

seeks to use all available EU funding instruments to support the construction of infrastructure.  

 

As part of achieving a stronger European role in global energy markets, the communication also 

mentions the benefits of establishing strategic energy partnerships with increasingly important 

energy-producing and transit countries or regions. The further development of the EU’s partnership 

with Norway, as a main supplier of crude oil and natural gas, together with the need to integrate 

Norway fully into the EU’s internal energy policies, is one such important example. 

 

2. A fully integrated Internal Energy Market 

 

The communication stresses that full implementation and strict enforcement of existing energy and 

related legislation is the first priority for establishing the Energy Union. It further refers to the full 

implementation and enforcement of the Third Internal Energy Market Package, in particular as regards 

unbundling and the independence of regulators. Given that the Agency for the Cooperation of Energy 

Regulators (ACER), which was established by the Third Internal Energy Market Package to assist 

national regulators in cross-border cooperation matters, has limited decision-making rights, the 

communication considers that the powers and independence of ACER to carry out energy regulatory 

functions at European level should be significantly reinforced. Such action would contribute to 

strengthening EU-wide regulation of the Single Market and to increasing ACER’s ability to effectively 

oversee the development of the Internal Market and the related market rules, as well as to deal with 

all cross-border issues necessary to create a seamless Internal Market. 

 

The EEA EFTA States are part of the Internal Energy Market, and there is currently an ongoing process 

of incorporating the Third Energy Package into the EEA Agreement. One of the outstanding issues is to 

find a suitable solution, in the EEA context, for the binding decisions that ACER can take. 

 

In addition, the role of infrastructure in achieving a fully integrated Internal Energy Market is further 

reinforced by the communication, as connecting markets through interconnectors would go a long 

way to enabling energy to flow freely across the EU without any technical or regulatory barriers. 

Therefore, the Commission calls for the implementation of key energy infrastructure projects to be 

given special attention.  

 

3. Energy efficiency as a contribution to the moderation of energy demand 

 

As regards energy efficiency, the Energy Union Package highlights the idea of consuming less energy in 

order to reduce pollution and preserve domestic energy sources, and with it, diminishing the EU’s 

need for energy imports.  

 

In October 2014 the European Council set an indicative target at EU level of at least a 27% 

improvement in energy efficiency in 2030. This target will be binding at EU level and, as the Council 

conclusions mention, is intended to be fulfilled by Member States delivering on the EU target 
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collectively without being prevented from setting their own more ambitious targets. Furthermore, the 

Council considers that the integration of rising levels of renewable energy requires a more 

interconnected Internal Energy Market which should be coordinated as necessary at regional level – a 

view which is further presented by the Commission’s initiative on the Energy Union3. 

 

The European Parliament adopted in its resolution of 5 February 2014 a 40% energy efficiency target.  

 

Moreover, the communication reinforces that the EU is already leading in the implementation of 

measures aimed at increasing efficiency in energy consumption, for instance through energy labelling 

and eco-design legislation. 

 

The Commission further underlines the potential for achieving energy efficiency in the building and 

transport sectors. It recalls that attracting the necessary investments to exploit this potential is still a 

challenge, and points to the important contribution that can be made by EU funds, such as the 

European Fund for Strategic Investments, or financing from the European Investment Bank (EIB), for 

instance towards the renovation of buildings. Building on the aims of the Energy Union in this field, in 

July 2015 the Commission made a proposal on setting a framework for energy efficiency labelling, with 

a view to updating and making more effective the existing acquis on energy labelling. Similarly, in the 

transport sector, the Energy Union communication aims at an energy efficient and decarbonised 

transport sector, which currently represents more than 30% of final energy consumption in Europe. 

Given that the transport sector runs largely on oil products, the Commission underlines that 

decarbonisation will involve a gradual transformation of the entire transport system, together with 

the increased need for the development and use of alternative fuels.  

 

4. Decarbonising the economy 

 

This part of the Energy Union communication touches on subjects such as renewing the EU Emissions 

Trading System (ETS) (i.e. the EU-wide carbon market), pushing for a global deal on climate change in 

Paris in December 2015, and encouraging private investment in new infrastructure and technologies. 

 

The communication recalls that an ambitious climate policy is an integral part of the Energy Union. 

The EU is set to make an ambitious contribution to international climate negotiations with a view to 

achieving a binding climate agreement in 2015. This ambition builds on the 2030 Climate and Energy 

Framework that defined the EU commitment of at least 40% domestic reduction in greenhouse gas 

emissions compared to 1990 level, which has been submitted to the United Nations 

Intergovernmental Panel on Climate Change (UNIPCC) as a so-called “Intended Nationally Determined 

Contribution (INDC)”4 ahead of the conference. In addition, the EU will seek comparable commitments 

from other major economies in the context of international climate negotiations, stating in the Paris 

Protocol the desire for a binding agreement with a long-term goal of at least a 60% cut in global 

                                                           
3
 European Council Conclusions on 2030 Climate and Energy Policy Framework, 23 October 2014, Brussels 

4
 http://ec.europa.eu/clima/news/docs/2015030601_eu_indc_en.pdf 

http://ec.europa.eu/clima/news/docs/2015030601_eu_indc_en.pdf
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emissions by 2050 against a 2010 baseline, thereby furthering its active European climate diplomacy in 

this context5.  

 

Moreover, having a well-functioning ETS is a core element of Europe’s climate policy, with the 

Commission striving for the ETS to play its full role as a technology-neutral, cost-effective and EU-wide 

driver for low-carbon investments. In addition, the communication mentions the need to set national 

targets for those sectors not included in the ETS and states that the land and forestry sector will be 

incorporated under the 2030 Climate and Energy Framework, in order to provide incentives for this 

sector to follow the applicable reductions in terms of greenhouse gas emissions. 

 

Furthermore, the EU has the ambition of becoming the global leader in renewable energies. The 

European Council has set an EU-wide target of 27% for 2030, while the European Parliament has called 

for a 30% renewables target. A key element in this regard is that energy markets and grids are fit for 

renewables. Therefore, the communication considers that existing legislation and new market rules 

will need to be fully implemented, enabling the roll-out of new technologies and smart grids, and will 

facilitate an efficient energy transition. For future developments, particularly for new infrastructure, 

having the necessary financing will also be important. The communication also points to the value of 

taking into account the impact of bioenergy on the environment, land-use and food production, 

especially when considering investments in advanced, sustainable, alternative fuels, which would 

allow the EU to retain technological and industrial leadership and to meet climate change objectives. 

 

5. Research, innovation and competitiveness 

 

In general, research, innovation and competitiveness elements of the Energy Union focus on 

supporting breakthroughs in low-carbon technologies by coordinating research and helping to finance 

projects in partnership with the private sector. 

 

If the EU is to be the world number one in renewable energies, comparable research and innovation 

efforts should follow, for example in terms of renewable technologies and storage solutions. The 

communication therefore points out that a new strategy for research and innovation should be at the 

very heart of the Energy Union. This strategy should aim to accelerate energy system transformation, 

build on Horizon 2020 and involve all Member States, stakeholders and the Commission. At the same 

time, the communication underlines the joint role of research, industry, the financing sector and 

public authorities in supporting an innovation-driven transition to a low-carbon economy. 

 

III. Recent initiatives 

As part of the Energy Union agenda, the Commission launched the so-called “summer package” in July 

2015, containing important proposals in several dimensions of the Energy Union. Several of these are 

highly important for the EEA EFTA States.  

                                                           
5
 http://ec.europa.eu/transparency/regdoc/rep/1/2015/EN/1-2015-81-EN-F1-1.PDF 

http://ec.europa.eu/transparency/regdoc/rep/1/2015/EN/1-2015-81-EN-F1-1.PDF
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The EEA EFTA States are part of the Internal Energy Market, but not covered by the EU common 

energy and climate policy. They therefore set their own national climate policies, objectives and 

targets. However, legislative proposals that will be developed to implement the Energy Union Package 

might be relevant to the EEA EFTA States and thus be incorporated into the Agreement on the 

European Economic Area (EEA Agreement). 

1. ETS revision 

The ETS is an important tool in the EU’s environmental policy, but has not fulfilled its expectations due 

to economic recession and less energy demand by the industry caused by the financial crisis. This 

resulted in the build-up of a surplus of allowances and a fall in carbon prices.  

As a follow-up to previous initiatives, the summer package contains a Commission proposal to amend 

the Directive setting up the EU Emissions Trading System (ETS), intended to serve as an important step 

towards reaching the 40% emission target by 2030.6
 

In the proposal, the overall number of allowances is set to decline at an annual rate of 2.2% from 2021 

onwards (compared to 1.74%)7. In the current ETS period (2013-2020) 57% of these allowances are 

being distributed through auctions, with the remainder distributed freely by Member State 

governments. In the proposed revision, the number of auctioned allowances will remain the same, but 

the idea is that prices will rise and emission be reduced due to the annual decrease in total 

allowances. To prevent the higher carbon price from harming competitiveness and causing carbon 

leakage, the Commission has introduced a new system in the current revision designed to help 

allocate the free allowances to sectors with the highest risk of relocating production to outside the EU. 

Furthermore, the review announces the establishment of two new funds designed to use ETS revenue 

to greater benefit. First, the “modernisation fund” will receive 2% of all allowances between 2021 and 

2030, which will be used to improve and develop energy infrastructure in the EU Member States 

whose gross domestic product (GDP) is 60% less than the EU average. Second, through the 

“innovation fund”, already existing EU-level support for innovation is supplemented through 

dedicating 400 million allowances for these purposes. An extra 50 million allowances are added to 

this amount from the allowances that remain unused in 2013 to 2020 and would otherwise be 

placed in the Market Stability Reserve (MSR) in 2020. Such innovation support is broadened to 

not only carbon capture and storage and renewable energy projects, but also support to industry 

with the aim to boost low-carbon innovation incentives.” 

Through the EEA Agreement, the EEA EFTA States participates fully in the ETS, therefore all changes 

and developments in the ETS also apply to the EEA EFTA States. 

2. Energy labelling  

                                                           
6
 http://europa.eu/rapid/press-release_MEMO-15-5352_en.htm 

7
 http://ec.europa.eu/clima/policies/ets/revision/index_en.htm 

http://europa.eu/rapid/press-release_MEMO-15-5352_en.htm
http://ec.europa.eu/clima/policies/ets/revision/index_en.htm


Ref. 15-6298 

-7- 

 

The proposed revision of the energy labelling system intends to improve the energy efficiency labelling 

laws, helping consumers make more informed choices as outlined in the “new deal”8 (energy labelling 

is currently used by 85% of EU consumers)9. In the proposed Regulation setting a framework for 

energy efficiency labelling, the Commission proposes to adjust the energy labelling scale from A to G, 

rescaling the current scales which have inflated values ranging from A++++ to D. Furthermore, the 

proposed regulation will create a digital database for new energy-efficient products, increasing 

transparency for consumers and improving market surveillance by national authorities. Legislation in 

energy labelling is EEA relevant. 

3. New design for the Internal Energy Market  

As part of the summer package, the Commission launched an extensive stakeholder consultation on a 

new energy market design10 which, together with the ETS, will be the cornerstone of the Energy 

Union. Through the consultation the Commission will engage stakeholders and Member States, 

addressing them initially with a set of questions in order to get their position on some of the key 

issues such as coordination in renewable support, market integration, capacity remuneration 

mechanisms (CRMs), network infrastructure, and demand-response solutions.  

The Commission’s core objective is to reform the market to improve the functioning of the Internal 

Electricity Market to allow electricity to move freely to where and when it is most needed, to reap the 

maximum benefits for society from cross-border competition, and to provide the right signals and 

incentives to drive the right investments, whilst fully integrating increasing shares of renewable 

energies. 

The background for the reform is rooted in the current tensions in the energy market partly caused by 

a rapid increase in renewable production, which has made electricity supply less predictable due to 

the intermittency of renewable energy sources. A typical example is an overcast and windless day, 

with low production of both solar and wind power. If the demand for electricity is especially high, due 

for instance to an unexpected cold spell, there might be a problem with aligning the supply and 

demand for energy. As renewable producers deliver less than they had bid into the market the 

previous day, and consumers demand more, electricity is scarce and prices increase. In the worst case 

scenario this can even lead to a blackout for certain consumers. 

While system flexibility, i.e. the ability of the electricity system to respond to unexpected changes in 

supply and demand, can be provided by power plants with rapid response time, such as closed-cycle 

gas turbines, this power often comes at a high marginal price of production. The Commission is 

therefore proposing other solutions, which could potentially provide flexibility in a more 

environmental and cost-efficient way, through: (1) demand-response by consumers, where consumers 

move consumption from periods with high prices to periods with low prices; (2) increased network 

infrastructure and interconnectors, which can connect an oversupplied power market in one country 

                                                           
8
 See point 4 (below): Empowering energy consumers. 

9
 http://europa.eu/rapid/press-release_MEMO-15-5350_en.htm 

10
 http://ec.europa.eu/energy/sites/ener/files/documents/1_EN_ACT_part1_v11.pdf 

http://europa.eu/rapid/press-release_MEMO-15-5350_en.htm
http://ec.europa.eu/energy/sites/ener/files/documents/1_EN_ACT_part1_v11.pdf
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to an undersupplied one in another (the Commission has implemented EU-wide targets of 10% 

interconnection by 2020 and 15% by 203011); and (3) the use of various storage solutions like batteries 

or pumped hydro, which can transfer electricity from periods of low demand to periods of high 

demand.  

Due to the fact that renewable capacity is entering an energy market with a surplus in production, and 

demand has been weak following the financial crisis, renewables compete with existing capacity, 

creating oversupply in certain periods and decreasing the wholesale prices paid to electricity 

producers. However, electricity prices paid by consumers in the retail market remain high, due to the 

fact that renewables have so far mostly been paid through either a tax or a levy paid by consumers, 

creating a gap between wholesale and retail prices (support is not given through the markets, and 

therefore no price signals are given to producers or investors). 

This causes a negative paradox where the introduction of renewables in the energy market raises 

prices for consumers, while on the other hand creating lowered profit margins for producers, forcing 

some of them out of the market. Producers with gas assets are especially affected, as in the current 

market gas is less competitive than coal. This has led to decreased investments in new energy 

infrastructure as investors are cautious of risks and negative market conditions. As a significant part of 

existing conventional production capacity might decrease due to low profitability, age or direct 

regulation like the Combustible Plant Directive, both the Commission and the EU Member States have 

raised some concerns with regard to sufficiency of production capacity in the long term.  

As a response to this, in 2014 the Commission issued a new set of guidelines on state aid to 

environmental protection and energy12, in which it sought to make renewable energy policy more 

aligned with the market and close the price gap between retail and wholesale. At the request of 

Member States, the guidelines allow the use of so-called “Capacity Remuneration Mechanisms 

(CRMs)”, in which Member States can subsidise national electricity production in order to maintain 

security of supply. However, even though it may in some cases be necessary, the Commission 

nonetheless fears that CRMs can lead to further distortions in the market, and that in their current 

form, CRMs can cause Member States to subsidise expensive conventional power plants domestically 

instead of pursuing more economic options such as cross-border trade and interconnection, demand-

response or electricity storage. The Commission has therefore expressed that a different approach to 

regulation is needed in order to prevent fragmentation of the electricity market, and to ensure cost-

efficient and environmentally sound solutions.  

With the Energy Union the Commission is therefore seeking to reform the Internal Energy Market to 

make renewables more cost efficient and market based, while at the same time allowing more 

flexibility. 

On the one hand the Commission is aiming to revise the current market structure to allow for more 

flexibility and cross-border trade, and to promote technologies such as smart grids, smart metering, 

smart homes, self-generation and storage equipment. Furthermore, the Commission is aiming to 

                                                           
11

 http://ec.europa.eu/priorities/energy-union/docs/interconnectors_en.pdf 

12
 http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52015DC0080&from=EN 

http://ec.europa.eu/priorities/energy-union/docs/interconnectors_en.pdf
http://eur-lex.europa.eu/legal-content/EN/TXT/HTML/?uri=CELEX:52015DC0080&from=EN
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adapt market design to renewables and bring support schemes to markets. According to the 

Commission, moving from a system where renewables are introduced through government 

intervention into a market where renewable energy systems and energy investments are delivered by 

market price signals, can deliver huge savings and assure more efficient geographical distribution, 

placing renewables in areas with optimal meteorological conditions and market demand. 

Furthermore, the Commission wants to promote more Member State coordination of support 

schemes such as the Nordic certification scheme, which could lead to more efficient implementation 

of renewable energy13 due to a favourable production environment and pricing zones.  

As part of this strategy, the Commission has also announced plans to delegate further authority to 

ACER. Until now ACER has only had consultative and supportive functions for facilitating the goals of 

market integration and interconnectors set out in the Third Energy Package, and has therefore had 

limited impact on the process. In recent statements both the Energy Commissioner, Miguel Arias 

Cañete, and the Vice President responsible for the Energy Union, Maroš Šefčovič, have expressed a 

desire to reinforce ACER, including strengthening its regulatory oversight role on the European level, 

in order to reach the objectives of the Energy Union. 

The EEA EFTA States are part of the Internal Energy Market, therefore changes in the design of this 

market are highly relevant to them.  

4. Empowering energy consumers 

As part of the Energy Union the Commission has published a communication in which it outlines a 

“new deal” for energy consumers14, designed to empower consumers through increased transparency 

and better price incentives, which can help generate savings by improving the retail market for 

electricity. 

The Commission hopes to achieve this by using a three-pillar strategy:  

• To help consumers save money and energy through better information on market prices and 

options;  

• To give consumers more choice on how to participate in energy markets; and 

• To maintain the highest level of consumer protection.  

These initiatives aim to make it easier for consumers to compare energy prices and suppliers, giving 

them the opportunity to switch to the supplier that offers them the best price. To improve price 

transparency the Commission proposes to remove regulation on retail prices, allowing for more direct 

price signals in the electricity market. In order to give consumers more options on how to interact with 

the market, the Commission will seek to ensure sufficient levels of competition on the supply side. 
                                                           
13

 The think tank Ecofys has estimated that a joint feed-in premium system in Central and Eastern Europe could 

deliver a 25% saving in support costs, 

http://www.ceps.eu/system/files/Proposal%20Regional%20Energy%20Policy%20Cooperation%20in%20SEE_0.p

df  

14
 https://ec.europa.eu/energy/sites/ener/files/documents/1_EN_ACT_part1_v8.pdf 

https://eu.boell.org/sites/default/files/hbfecofys_regional_cooperation.pdf
https://eu.boell.org/sites/default/files/hbfecofys_regional_cooperation.pdf
http://www.ceps.eu/system/files/Proposal%20Regional%20Energy%20Policy%20Cooperation%20in%20SEE_0.pdf
http://www.ceps.eu/system/files/Proposal%20Regional%20Energy%20Policy%20Cooperation%20in%20SEE_0.pdf
https://ec.europa.eu/energy/sites/ener/files/documents/1_EN_ACT_part1_v8.pdf
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In order to empower consumers further the Commission has recognised the value of self-generation 

through small scale solar, wind or other. Second, the Commission wishes to improve conditions for 

demand response, i.e. the ability of consumers to respond to the market by foregoing consumption in 

times of high prices. A convenient example could be to move the charging of an electronic vehicle 

from periods of peak demand, for instance in the afternoon, to periods of less demand. This will have 

the twofold benefit of helping the consumer save on their electricity bill whilst reducing the peak 

demand for electricity, thereby awarding system flexibility by reducing pressure on the system in busy 

periods and limiting the need for expensive reserve capacity. The exact market solution for demand 

response is not yet clear. Whilst some will be automatic responses by consumers as described above, 

there is also the potential for demand response to be sold directly into the electricity market, where 

big consumers, or aggregated groups of smaller consumers, can offer to forego consumption in hours 

where the marginal price of electricity is high enough. In this way, demand response will be able to 

substitute power in certain periods coming from a coal power plant, for instance, which is relatively 

inflexible and therefore demanding and expensive to use for covering short-term demand 

fluctuations.  

To facilitate this it is important that prices correspond most accurately with the actual conditions for 

electricity supply and demand so that consumers are able to make the right choices with regard to 

their own energy consumption. This requires that prices be increasingly delivered in real-time to 

consumers, and that consumers receive enough information from utilities. Further, the Commission 

aims at providing equal market access for demand-response solutions, also ensuring that it is possible 

to bid for entrance into national capacity markets.  

 

 

IV. Views from the European Parliament 

In a speech at the start of the Council Summit on 19 March 2015, European Parliament President 

Martin Schulz welcomed plans for an Energy Union, calling it a “historic project on a par only with the 

Coal and Steel Community”. He also called for more energy efficiency and diversification of energy 

suppliers: “Depending on just a few suppliers makes us vulnerable to divide-and-rule tactics and 

threats of blocking energy supply routes”. Schulz further stressed that affordable and accessible 

energy was vital, and noted that the cheapest and cleanest energy was the one not consumed in the 

first place15. 

 

The Parliament is now considering the Energy Union initiative in order to prepare its position in the 

Industry, Research and Energy (ITRE) Committee as the lead committee.  

 

V. Position of the EEA EFTA States 

                                                           
15

 European Parliament News. Schulz: “Energy union is a historic project”. Available at: 

http://www.europarl.europa.eu/news/en/news-room/content/20150317STO35034/html/Schulz-

%E2%80%9CEnergy-union-is-a-historic-project%E2%80%9D  

http://www.europarl.europa.eu/news/en/news-room/content/20150317STO35034/html/Schulz-%E2%80%9CEnergy-union-is-a-historic-project%E2%80%9D
http://www.europarl.europa.eu/news/en/news-room/content/20150317STO35034/html/Schulz-%E2%80%9CEnergy-union-is-a-historic-project%E2%80%9D
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The Norwegian Government has conveyed its position on the Energy Union16 and on the summer 

package17. First, it welcomes the Commission’s initiative on a new energy market design, sharing the 

belief that a competitive market will lead to the most efficient use and development of the European 

electricity system, and that market-based solutions should be promoted to ensure efficient price and 

investment signals. If capacity mechanisms are introduced, they should be designed in a way that 

minimizes market distortions and allow for cross-border participation. 

Norway also supports the objective of regional cooperation and coordination in the ongoing process 

of market integration, as integration within smaller regions allows for a smoother transition towards a 

functioning internal European market. 

Lastly, with regard to energy security, Norway points out that system operation is first and foremost a 

competence and responsibility of national authorities and allow for a regional dimension through 

voluntary cooperation at regional level. Furthermore, a joint purchasing arrangement for gas would be 

a step in the wrong direction, as it would reduce competition and contradict the idea of liberalising the 

energy market. 

The EEA EFTA states participate in the Emission Trading Scheme (ETS) and Norway believes that the 

ETS should continue to be the main climate policy tool in the EU, to ensure an efficient transition 

towards low-carbon energy sources. The Norwegian Minister for Climate underlines that an efficient 

trading scheme requires a stable and predictable price signal to avoid unsound investments and lock-

in of emission intensive solutions. Norway’s opinion is that the most efficient way to reduce the 

negative effects of the current over-supply is to permanently retire allowances. When it comes to the 

risk of carbon leakage it is the view of the Norwegian government that free allocation of allowances 

and compensation for indirect costs should be reserved for enterprises with a substantial risk of 

carbon leakages. 

Norway and the EU have also agreed to negotiate on a common fulfilment of the climate goals for 

2030 in the sectors not covered by the ETS. 

For Norway it has also been important that emissions in the transport sector are reduced through 

stimulating consumers to buy and use more environmentally friendly cars and fuel. An ambitious long-

term goal should be set for all new personal vehicles to be zero-emitters. It is also important for 

Norway to create new green jobs in the maritime sector. As an example, Norwegian shipyards are 

already leaders in environmentally friendly vessels, and special programs have been launched to 

promote innovation and new technologies. In the transport sector, public purchasing power can play a 

central role in the future and help to accelerate the development. 

Iceland welcomes the increased emphasis on energy security in the proposal for the Energy Union 

which aligns well with the national energy strategy for less dependency on imported fossil fuel. Iceland 

                                                           
16

 https://www.regjeringen.no/contentassets/6915351e4720471c9a53658105526cac/non-paper-on-energy-

union_norway.pdf 

17
 https://www.regjeringen.no/contentassets/179125041aba4425aa0787776cb1ec15/consultation-on-new-

energy-market-design-and-security-of-supply---norway.pdf  

https://www.regjeringen.no/contentassets/6915351e4720471c9a53658105526cac/non-paper-on-energy-union_norway.pdf
https://www.regjeringen.no/contentassets/6915351e4720471c9a53658105526cac/non-paper-on-energy-union_norway.pdf
https://www.regjeringen.no/contentassets/179125041aba4425aa0787776cb1ec15/consultation-on-new-energy-market-design-and-security-of-supply---norway.pdf
https://www.regjeringen.no/contentassets/179125041aba4425aa0787776cb1ec15/consultation-on-new-energy-market-design-and-security-of-supply---norway.pdf
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supports the effort of increasing indigenous renewable energy sources, enabling greater market 

integration with reinforced infrastructure and strengthening the role of empowered and well 

informed consumers in a competitive market.  

Iceland welcomes the underlying strategy of policy initiatives being efficiently structured and flexible, 

taking into consideration the diverse nature of national energy systems and resources that exist in the 

European Economic Area. Iceland supports measures of energy efficiency and energy savings with the 

objective of consuming less energy in order to reduce pollution and preserve domestic energy sources, 

and with it, diminish the need for energy imports. Iceland points out that such a regulatory framework 

is less applicable in decarbonised sectors served with indigenous energy sources, an example being 

the building sector in Iceland, where a different approach is needed.   

Liechtenstein welcomes the efforts to diversify energy supply, which will lead to an increase in security 

of supply in Liechtenstein. Through a fully integrated internal energy market, a good business 

environment can be created. Since Liechtenstein has poor resources, a good energy supply especially 

in addition to energy efficiency plays an important role in Liechtenstein’s energy policy. Efforts in the 

field of energy efficiency and renewable energy can lead to further emission reductions in 

Liechtenstein. Therefore Liechtenstein approves and introduces new economic low-carbon 

technologies such as solar power and environmental energy. In combination with an intelligent 

demand management for electricity a great development potential is expected in Liechtenstein. 

 

VI. Concluding remarks 

The EU’s Energy Union launches an ambitious effort to re-ignite the process of integrating and 

harmonising the European energy market, which could potentially hold great benefits for the EU. 

However, despite these gains there are still significant barriers related to how the costs and benefits 

of this process will be shared, and Member States remain wary of relinquishing sovereignty over their 

national energy policies.  

With the “summer package” the Commission has launched some important first steps, reforming the 

ETS, launching a new energy labelling directive and consulting on market reform. The next proposals 

are likely to be launched at the start of 2016, with further developments expected over the course of 

the year.  

Progress might at least initially be seen regionally and with regard to cooperation between Member 

States, a lot will depend on whether the Commission is able to develop an approach that will help 

Member States identify and unlock the potential benefits of increased integration.  

A discussion on the design of the future governance framework of the Energy Union is currently 

ongoing within the EU. Both the European Parliament and the EEA EFTA states will follow these 

debates. 

The Commission’s proposal for an Energy Union framework is of relevance to the EEA EFTA States due 

to their strong integration in the Internal Energy Market and the alignment of their national climate 

and energy policy with those of the EU. 
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The Energy Union and its potential implications for the EEA EFTA States are therefore on the agenda 

for discussion at the EEA Joint Parliamentary Committee meeting in Brussels in November 2015. 


