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Conclusions and recommendations

Transforming the energy system towards carbon-tteegntralised and digitalised supply offers
enormous opportunities, in particular for strucliyraveak and rural regions in Europe. The
development of renewable energy (hereinafter refeio as "RE") can have a major and
beneficial impact on employment, and can be condiduso as to provide a completely new
stimulus for the regional economy.

In particular, there is potential for mutually rigircing the positive effects of Europe's energy
and cohesion policies. The European Economic andaS&ommittee (EESC) finds it
regrettable that both the Commission and the MerSkegies have yet to properly recognise this
potential, let alone exploit it.

It is true that, since being redesigned, cohesiolity has helped promote RE and energy
efficiency, and the EESC welcomes this fact. Howekeropean energy policy has so far done
next to nothing to promote cohesion policy. Thesis heen a failure to recognise that RE could
make a substantial contribution to the economiceltmmment of disadvantaged regions in
particular, meaning that major political potent@ regional growth is going to waste.

In order to realise this potential, steps mustdien to enable and support regions to develop
RE and related specific network infrastructure asay of stimulating regional economic
growth, and to ensure broad public participatiothia growth. An enhanced role for consumers
is a particularly important form of participatiororf regional added value. Thanks to
digitalisation (among other things), these conssnoeuld, as prosumers, take on entirely new
responsibilities in relation to the energy econompgage in economic participation; and
support broader political objectives following attom-up climate action" approach.

It is important to pursue an overarching, regia@@nomy approach to the development of RE.
This means coordinating the generation and usebbfRlocal level, and in a way that cuts
across electricity, heat and mobility. Artificiahtelligence and smart grids could make an
important contribution here.

The relationship between regional energy demandraginally produced or producible RE
should serve as a basis for understanding the tetct@vhich regions succeed in doing this. The
EESC recommends that, in the context of "plansrégional energy circular economies"”,
analysis should be carried out that is capablero¥iging a differentiated assessment of RE's
potential for each regional economy. The plans khaiso lay out the employment policy-
related effects for each region. For even if igénerally true that the energy transition creates
more jobs than there were in the previous energtesy, there will still be regions that benefit
from this effect more than others.

Plans for regional energy circular economies cdatth the basis of a structured and nuanced
dialogue with local people which is important (a) faintaining or establishing local approval

for RE, and (b) strengthening regional centrescohemic activity. The EESC is surprised that
such analysis and plans have so far been carrteohbuin a very small number of cases.
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European cohesion policy is not the only area whameoverarching, regional economy
approach to RE development could make an imporantribution. It also has a number of
energy policy-related advantages (reducing eneepexddency and energy poverty, supporting
the coupling of sectors, exploiting the innovatpotential of digitalisation, reducing grid load).

In light of the above, the EESC calls on the Comsiois and the Member States to take the
necessary steps for an overarching, regional ecpnapproach to RE development: these
include a definition of energy regions, support fampiling an empirical record of the

relationship between regional energy demand andbmally produced or producible RE,

targeted education and training, incentives for lemgentation (e.g. based on support for
development of RE infrastructure), the opening tipetworks, and appropriate pricing of grid

Ccosts.

Background

The European Union is facing profound changessteriergy policy and to the way its energy is

supplied. This will not only affect production (ayvkom carbon-based fossil fuels towards the
expansion of renewable energy); it will also inknormous structural changes, both in terms
of the places where energy is generated (moving @wan large central power plants towards

more decentralised structures) and the suppliercamdumption structure (new stakeholders
and consumption and distributor models, not least gesult of digitalisation).

The EESC has already issued a number of opiniorthe@mmpact of the energy transition on
regions that are expected to be adversely affestarh as coal regiojnsMany people in such
regions have already lost their jobs; further jossks can scarcely be avoided. This makes it all
the more important to recognise the structural ghaat an early stage and to support it at
political level, so that the economic and sociapatt can be minimised and mitigated. The
EESC welcomes the Commission's initial initiativeshis respe&

However, the EESC has noticed that the positivangbs, which might for example concern
regional added value and job creation, have sbdan only marginally discussed. At various
points in the recitals to the current RE direct{2€09/28/EC), the Commission refers to the
importance of RE for regional economic developméotyever, in the course of its research,
the EESC has found that (a) hardly any studiest existhe possible outcomes for regional
economies of developing RE and that (b) within @mmmission, but also the Member States,
there is no discernible strategy to join up engrgijcy and regional development in a genuinely
more targeted way. No recognisable political sgwytéherefore exists to fully exploit this
potential.

At the same time, a huge number of positive "bottgpghexamples of RE development at local
and regional level can already be seen in Europetake a more or less random example, a
wood-fired heating plant was constructed in Langregastern France (10 000 inhabitants),

0OJ C 308, 19.8.2016, p. 1

https://ec.europa.eu/info/news/no-region-left-bedHaunch-platform-coal-regions-transition-2017-d&c-en
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which uses a five-kilometre-long block heating natevto supply 22 water heating systems and,
indirectly, a hotel, a water park and an old pespl®me, among others. This saves 3 400
tonnes of C@each year. What is striking in many such initiesivs that only in rare cases are

they systematically evaluated for their importateehe regional economy. In this regard, a

significant "lack of statistical knowledge" must heted.

Meanwhile, in Feldheim (close to Berlin), not otigrve local resources been consistently used
for local energy production and supply for arourtdy2ars now; the impact on the regional
economy has also been thoroughly described. Thegels electricity demand is now covered
many times over, with demand for heating fully a@ee As well as direct income from energy
sales, the savings are remarkable: local resigeytsin electricity price of only 16.6 cent/kWh,
which is only a little more than 50% of the averagst of electricity in Germany. The local
population — the "driving force" — should be invedtivas closely as possible in a systematically
operated energy circular econo:?ny

In the EESC's view, an overall comparison is irtgoal; weighing up the potential positive
impact on the regional economy against the negaifects mentioned earlier caused by the
energy transition.

The aim of this own-initiative opinion is to helmally stimulate an in-depth debate, by setting
out the various possibilities and potential apphescand identifying shortcomings.

The importance of RE to the economic and social delopment of Europe and its regions

The EU is the world's biggest energy importer: 58%ur primary energy demand is imported
annually for a total sum of more than EUR 400 bhe EU's energy dependency is a serious
economic and geopolitical problem.

The aim of the "European Energy Union" is (a) wréase Europe's energy security by reducing
energy imports, (b) to promote climate action, &dto create new jobs. The EESC is of the
view that this European macro-economic objectivaseful and should be applied at regional
level too.

In light of this, the promotion of RE as a "domestenergy source which — unlike fossil

resources — is available in all EU regions, mugtordy be discussed for reasons of climate
protection but also be seen as an important regiec@nomic objective: energy production

could and should stimulate regional economies.

The greater the success in facilitating the econguaiticipation of regional stakeholders in this
process — be they citizens, regional businesst#®eanunicipalities themselves — the greater the
approval needed for the development of RE infrastine. The more actively involved regional
stakeholders are, the greater the regional added vesulting from RE.

For further details, see the presentation ofdhge study at the EESC hearing on the "Energyitiamsn Europe's regions —

Assessing regional economic effects of the tramsitto a smart and low-carbon energy supply" (31 M218):
https://www.eesc.europa.eu/en/news-media/presengdfiresentation-michael-knaie German).
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How such economic participation might specificalbok can be explained by a nuanced
overview of the RE added value chain.

» First, actualinvestment in RE installations: these installations are mpo&tinported” from
other regions. The same applies to pkenning process which — especially in the case of
larger projects — is often carried out by engimegdevelopment firms that are also
frequently based outside the local area; the impacthe regional economy is therefore
rather limited.

» However, direct regional added value is created ibgtallations' operating and
maintenance costsThat said, this kind of expenditure is compasdjiMow in the case of
RE installations. With wind or solar farms, for exale, rent payments to local landowners
have a positive effect, as does potentialrevenuefor the municipalities.

» The actual economic benefit of RE installationsesifrom the use aale of the generated
energy. For the regional economy it is therefore key wbperates the installations, and who
can generate profit from operating them.

One type of economic participation takes the fofrmegional jobs, which can be created in the
energy sector as RE develops. Numerous studies slaven that the net impact of the
transformation of the energy system on jobs isrlyigaositive, as most recently demonstrated
by a study for the Netherlands, for exarﬁplle should be pointed out that, according to this
study, all Dutch provinces will benefit from thisgtive effect.

So that such positive developments can take plewssall of Europe's regions, steps should be
taken at the earliest opportunity to invest invald skills development for people.

Clearly, these positive effects cannot in everedally offset all the disadvantages of structural
change, such as those for coal regions. However,tiinsition to RE does offer major
opportunities for positive development in the mdfiyropean regions which currently only
import energy.

A further form of regional economic participation based on direct participation in RE
installation investments and thus on their openmati®apital costs account for the largest share
of the total costs of RE installations. For regloadded value, it is therefore all the more
important that regional stakeholders are able veshin RE installations. According to a study
carried out for the German federal state of Hessggipnal added value can be up to eight times
higher if a wind farm is run by a regional operg.tor

Weterings, A. et al. (2018Effecten van de energietransitie op de regionableatsmarkt — een quickscégffects of the energy
transition on the regional jobs market — a brief/sy), PBL, Den Haag, p. 36.

Institut fiir dezentrale Energietechnologien (tog¢ for Decentralised Energy Technologies) (20B&gionale Wertschopfung in
der Windindustrie am Beispiel Nordhessen (Regiadaled value in the wind industry: the example oftreyn Hessen).
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In some European regions, policy-makers have rasedrthe importance of this and started
initiatives to boost regional participation in R&ich as the Community Empowerment Bill in
Scotland,Lov om fremme af vedvarende endgigaw on the Promotion of Renewable Energy)
in Denmark, theBurger- und Gemeindenbeteiligungsgesditizen and Municipality
Participation Act) in the German state of MecklemghWestern Pomerania, and the "National
Energy Independence Strategy" in Lithuania.

A third possible form of participation involves @mers being able to directly obtain energy
generated by installations in their region, for repée through "power purchase agreements”
(PPA). Digitalisation will also make PPA accessibbesmaller energy consumers and price
trends strongly suggest that, increasingly, théscoklocally produced wind or solar power will
be below the wholesale market price.

There might be another important effect. When &reg energy circular economy creates new
added value in a region through savings or revdrased on RE, or reduces the outflow of
money due to energy imports, capital becomes dlaikhat can be invested in other economic
sectors too — i.e. outside the energy sector. ifigians that not only should the "direct" impact
on employment be considered (such as jobs in thedRor), but also the "indirect" effects that
can be derived from new regional financial flows.

RE as regional policy — a best-case scenario fronoRnd (Podlaskie)

The Polish region of Podlaskie provides a partitylelear example of how the considerations
from section 3 can be implemented regionally. Tédample shows how a structurally weak
region can undertake a successful regional policydéveloping RE — even when national
objectives are far from optimal. However, a systiéenapproach — as described below — is a
prerequisite.

In 2012, the regional parliament (Sejmik) adopteggional development plan, which formed
the basis for implementing operational programnssgiEuropean structural funds.

Podlaskie is one of Europe's weakest regions mgaf development and income and spends
some PLN 5.2 bn (EUR 1.25 bn) annually on imporémgrgy. The region does not have its
own sources of fossil fuels.

The development strategy refers to a planned "wdienl" with four objectives: 1) independence
from electricity imports, 2) increasing the shafdR& in energy consumption, 3) reducing £O
emissions and 4) increasing the economic poteafighe region in which imported (heavily
carbon-based) energy sources are substituted @gtbrral (cleaner) forms of energy.

There is recognition in Podlaskie that a "regiomakrgy policy" can only succeed if the
stakeholder structure of the energy market is td&en into consideration. Thus efforts are
being made "to turn Podlaskie's residents and bsses into the owners of decentralised energy
sources".
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Since the end of 2016, the municipality of Tafrdoscielna in Podlaskie has used resources
from the ERDF to arrange the purchase of 38 heatppuas well as 77 PV and 270 solar
thermal installations for its residents. It cooatis billing, ordering and installation, and does
all of the legal and technical work for residerfike investments were 85% co-financed using
EU Structural Funds. Around 25% of all houses wilifuture be equipped with modern RE

technology.

On the basis of the "net metering” system usedolarfel for small PV installations, citizens
produce their own "green" electricity (includind aksociated costs) for approximately PLN
0.18/kWh (around 4.3 cent/kWh). By way of compamisfor a grid connection (to obtain
electricity mainly produced using coal), the cutrprice is PLN 0.65/kWh (= 15.5 cent/kWh).
The former leads to a reduction in electricity sasttaround 75% and the money saved benefits
the regional economy.

The Marshal's Office has taken up this approach ian?017 it paved the way for similar
projects in 62 other municipalities. Overall, fungliwas requested for some 4 700 solar thermal
rooftop panels and 2 250 PV rooftop panels on homittsa total capacity of just over 7 MWp;
roll-out is due to take place in 2018.

For a long time, however, people have been thinkiagond this, to areas such as electro-
mobility. Of the PLN 5.2 bn that Podlaskie spendsually on energy imports, around PLN 1.5
bn alone goes on the import of petrol and diesetdos.

4.9.1 One consideration specific to Podlaskie: every ye@@@nsed cars in the region cover a distance

of some 5.2 billion km. If all vehicles were powenesing electricity, around 800 000 MWh of
electricity would be needed based on a consumtidtd kWh/100 km. With grid connection
costs currently at PLN 0.63/kWh, around PLN 500iorilwould be required to run these cars,
instead of the PLN 1.5 bn that is currently spentun them using fossil fuels. Some PLN 1 bn
would be left over for the region purely as a resilthis, which could be used to help bolster
the economy.

4.9.2 The required quantities of electricity could be @eed using around 70 wind turbines

4.10

(regionally installed). Electricity generated anlhuby one such installation is enough to power
some 7 000 cars; one kWh costs around 6-7 centsO0O drivers were to join forces and run
such an installation in the form of a cooperatithe costs they would incur of running an
electric car would fall significantly once agairhi$, however, would need to be made possible
from both a legal and administrative point of vida, example by opening grids for peer-to-
peer distribution. Digitalisation opens up suchgiaifities, but the political reality acts as a
brake on them.

The use of regionally generated wind power in Imgaplants as a substitute for coal is also
being considered in Podlaskie. Wind power wouldubed in industrial heat pumps and heat
storage devices. This seems to make a great deabobmic sense. However, these ideas have
yet to move beyond the pre-planning phase. Thenfiash means are not even available for a
feasibility study.
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More regional added value through regional use ofegionally generated RE

The example of Podlaskie shows that one of the meffects of RE is its potential to boost
regional purchasing power. In order to assessithisjmportant — in the context of a "regional
energy circular economy" — to first estimate thdeptial, both in terms of electricity and
heating and transport.

The example of solar thermal energy provides a dgibustration of the potential of the regional
economy approach. Installation and operation blittie regional added value, especially as
there are also negative effects, such as if oifihgés replaced, thus putting pressure on heating
oil sellers’ jobs. But solar power is in fact vggsitive for consumers. Because the higher the
share of their overall heat demand is met by gblermal energy, the more they can do without
imported energy raw materials such as coal, oihaiural gas, which represent an outflow of
purchasing power from the region to the benefic@él-, oil- and gas-exporting countries or
multinational mineral oil and natural gas companies

Overall, there appears to be a need to calculetgian's energy balance in order to identify the
extent to which regional energy consumption is @auld be successfully met using regionally
generated (and, potentially, temporarily stored) REe balance must take into account four
elements:

1. It must be established how much energy a regionaae terms of electricity, heat and
mobility. Consideration of heat and mobility is iorfant for two reasons: first, these areas
account for 75% of energy consumption. Second, laeat mobility applications offer
important flexibility options which are mostly alatle at local level only.

2. How much potential there is to meet this demanth WiE from the region should be worked
out. To this end, the extent to which this actuediyoutes capital flows for the benefit of the
region should also be established. In the caséoehbrgy, this depends on the source of the
biomass; with all RE technologies, it depends am dhigin of the installation and of the
businesses contracted to set them up and maintaim.t Furthermore, it needs to be
determined, on the basis of the operating strucoce— where appropriate — the volume of
intra-regional electricity consumption, whether tigerating turnover remains in the region,
thus implying economic participation by regionallstholders.

3. The difference between the regional energy demaddtfze proportion of this demand that
can be met from regional RE shows how much enespds to be imported from other
regions (outflow of capital from the region). Maiyropean regions will continue to be
unable to avoid importing energy, whether becatgeinefficient, uneconomical, or simply
technically impossible to fully cover regional egyerdemand with regionally produced
energy.

4. In so far as more energy is produced in the refian is consumed regionally, it should be
determined who participates in the proceeds otridiy sales.

The balance between regional energy productionraginal energy consumption should be
calculated for each European region, althoughshdild not be a legal requirement. Rather, it
should be in the interest of each region to cateutais balance on their own initiative. It should
be checked whether the established category of N&fegions can be used for this purpose. In
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some cases, cross-border energy regions seem #m beteresting possibility, not least in
connection with the "Europe of the regions” ideathis connection, the energy information
service, whose creation was called for in a previBESC opinio?) could play a coordinating

role.

The potential for energy and regional policy of engy equilibrium or a positive energy
balance

If the balance described in section 5 between nadfip produced and regionally used RE can
be improved, this will help lower Europe's energypendency.

If regional stakeholders are able to play a biggeonomic role in RE, this would strengthen

regional cohesion. This is due to the fact thaiomsg with structural weaknesses frequently
offer the largest potential areas for RE, meanha RE can have the most pronounced effect
on the regional economy in such regions.

Calculating energy balances specifically for regi@ould enable the significance of the energy
transition for individual regions to be ascertain€tde debate about structural change in certain
regions could be placed on a sound basis. Corrdgmpmegional policy measures could be
better developed than they are currently, when awe o speak in relatively broad terms about
"coal regions" or "energy islands".

Whether a region is a net importer or exporter redrgy, or is in energy equilibrium, has a
tangible impact on inhabitants. A dialogue on théject must be conducted with regional
stakeholders. There is no perfect solution thassll regions equally. Instead, fairer solutions
that are tailored towards regions must be agrewiljding with regard to "spatial justice" (i.e.

what areas are used for what purpose). Regiondicmols and administrators will need to be
trained accordingly.

The more regional energy demand is successfullyusiag regional RE, the more independent
consumers living and working in the region will bé changes in international market rates,
particularly mineral oil and natural gas pricesisTis the best way of reducing energy poverty
and the vulnerability of end users. As energy [wiaee an increasingly important factor in
investment decisions, this also makes local econ@amil industrial centres more attractive.

The forthcoming integration of the heating and rhiybsectors into the electricity system could
be supported, in a targeted way, by means of inanfor regional use of regionally generated
RE and thus for consolidation.

The digitalisation of the energy industry offereafr opportunities. Here, too, incentives to
improve regional use of regionally produced RE douhlock the specific potential of
digitalisation, promoting innovation.

TEN/657 — Third Report on the State of the Enddgjon. (See page XX xx of this OJ.)
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The European Energy Union aims to strengthen the agbcitizens/energy consumers in the
energy transition. However, high barriers to ergwyst in interregional energy markets and
economies of scale play an important Foltalltimately this is a consequence of historical,
monopolistic market structures. It is a lot easgercitizens and consumers to play this new,
more active role on a regional scale — i.e. withirgional energy circular economy.

If more regionally produced RE were used at reditsmzel, this would lighten the load on the
grid and may potentially reduce the need to malsexpand European electricity transmission
networks (see also recital 52 of the proposal f@ir@ctive on the promotion of the use of
energy from renewable sources (COM(2016) 767 final)

Regional energy circular economy-related recommendimns

The EESC calls on the EU institutions to view regiouse of regionally produced RE as a goal
of European energy policy and cohesion policy, @nase the balance between regional energy
demand and regional RE generation as a gauge. rfié@ns taking account of the specific
characteristics of community energy, as well agwtkgional stakeholders not benefiting from
economies of scale, in the future design of meastargoromote RE The particular aim must
be to dismantle barriers to market access that ling opportunities of small-scale (regional)
stakeholders. A European programme to train regjistakeholders and enhance exchange of
best practices would also be helpful.

This requires a strategic decision to gear eneafjgyptowards a decentralised approach. In this
respect, there are still far too many contraditiam the "Clean Energy for All Europeans"
package between a more decentralised and an uoegqtijvcentralised energy policy. It would
be welcome if Europe's regions and municipalitiesl the power to directly regulate the
participation of regional stakeholders in the ubeegional renewable energy. This would also
be in line with the established tradition in manyr&ean Member States of providing
municipal services of general interest.

The EESC calls on the Commission to set out whalty measures relating to the energy mix
at European, national and subnational level helpréonote regional energy. Part of this might
be a specific version of public procurement lawrtkermore, a methodology should be
developed to help regions calculate their spedafiergy balance. An online application for
regional politicians and stakeholders, which presict least approximate results, would be a
good idea.

Restructuring network charges — and possibly oléhes and taxes too — could help achieve
the described regional economic effects linked Ebdevelopment. The export and in particular
the import of energy should be priced so as teasdtltake transport costs into account.

0OJ C 288, 31.8.2017, p. 91

0OJ C 246, 28.7.2017, p. 55
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7.5 Differentiated network charges — i.e. setting aefior an electricity transaction according to
how many grid levels are needed to carry out thastction — in combination with greater
coverage of regional energy demand using regionaibduced RE also make it easier to
ascertain the actual need for grid development arakket-oriented basis. Although it will be
important to connect Europe's energy regions éfielgt this does not mean that network
expansion should always be given absolute priofityis is still too often the case today,

without it being economically justifiabﬁe

Brussels, 11 July 2018

Luca Jahier
The president of the European Economic and Soadairf@ittee

See Peter, F.; Grimm, V. & Z6ttl, G. (2018)ezentralitat und zellulare Optimierung — Auswirgen auf den Netzausbaubedarf
(Decentralisation and cellular optimisation - impac on the need for network expansion)
https://www.fau.de/files/2016/10/Energiestudie_$tymtif (in German).
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