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UK energy bills continue to rise because of increases in 
international gas prices and declining UK gas production. 
European energy security is of increasing concern because  
of the large amount of gas supplied by Russia. 

Efficiency measures can dramatically reduce UK energy use 
and correspondingly limit cost rises. Reducing energy use  
will also help to reduce reliance on energy imports, reducing 
exposure to supply shocks.

Despite this, in 2013 only four European countries: Bulgaria, 
Denmark, France and Germany, were making good progress in 
reducing their energy consumption in line with the EU’s non-
binding 2020 energy efficiency target.

Where the EU has led on setting efficiency standards, it has 
achieved significant energy savings, and here we highlight  
the case for making greater use of the EU’s direction and 
standard setting role to reduce European energy use and  
UK energy bills.

The review of the Energy Efficiency Directive, which begins in 
June 2014, provides an opportunity to use the single market 
and existing directives to do this.

We, therefore, recommend that the UK takes three actions:

1.   Use the 2014 review of the Energy Efficiency Directive  
to increase EU action and establish a binding energy 
efficiency target. 

2.   Work with the Ecodesign Directive to enable more frequent 
ratcheting up of standards.

3.   Build a coalition of supporters for stronger EU energy 
saving action. 

Executive summary
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What’s the problem? 

EU gas costs continue to rise and supplies remain vulnerable to 
geopolitical events 
The political crisis in the Ukraine demonstrates the risk of relying on energy imports: the 
EU’s bill for Russian oil and gas was $156.5 billion in 2012.1 Several EU countries, including 
Finland, remain entirely reliant on Russia for gas, while most central and eastern European 
countries are heavily reliant on Russian energy imports.

The price of gas has been rising and is expected to continue to increase.2 According to 
Ofgem, the two main causes of the increased price of domestic gas are high international 
prices and declining UK gas supplies. The gas interconnector with Europe means that the UK 
is part of the European gas market. Continental gas prices are contractually linked to oil 
prices, so the sharp increase in oil prices have fed through to wholesale gas prices in Europe 
and the UK.3

UK natural gas prices4 
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The EU is wasting energy, making it more vulnerable to price shocks
The EU market is skewed towards energy supply and energy efficiency services are not 
favoured by the rules and entrenched interests supporting existing supply patterns. EU 
energy markets pay for megawatts delivered rather than ‘negawatts’, ie energy saved.

Most economic sectors are wasting between a fifth and a third of the energy they use, 
lowering resource productivity and making European economies more vulnerable to 
international resource price rises.
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EU policy has been successful and can do more

The EU could reduce energy demand significantly with more policy 
support, reducing bills and boosting competitiveness
With ambitious energy savings policies the EU could be saving about £220 billion net per 
year by 2030, assuming about 32-35 per cent of savings by 2030.5 

Two million jobs could be created in Europe by 2020 by supporting energy savings.6  
Most of these jobs would be in the buildings sector, location specific and not vulnerable  
to off-shoring.

The Ecodesign Directive alone could save European consumers and businesses over £78 
billion per year (one per cent of the EU’s current GDP) in 2020, leading to net savings of 
£243 per household per year.7 

Phasing out incandescent lighting through the Ecodesign Directive has reduced the annual 
lighting cost for each UK households by £83 per year.8
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Final energy savings potential of EU27 in 2020 (as a percentage of the European 
Commission’s 2007 projections)9

With ambitious 
energy saving 
policies the EU 
could be saving 
about £220  
billion net per  
year by 2030. 

Two million jobs 
could be created  
in Europe by 2020 
by supporting 
energy savings.
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Improved efficiencies resulting from the EU’s mandatory car emissions standards saved a UK 
driver £191 in petrol costs or £171 in diesel costs for a new car in 2012.10

Without 2007 efficiency 
standards the costs 
would have been:

New car annual fuel costs

2012

Petrol Diesel

£791 £713 £982 £884

UK CO
2
 emissions from cars declined rapidly from 2007, in anticipation of mandatory 

standards introduced in 2009. This is reflected in greater fuel efficiencies. 

CO2 emissions from all cars in use, and distance travelled11
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EU action on 
lightbulbs and 
cars could save 
UK consumers 
over £1,725 a 
year in 2020 and 
demonstrates the 
huge potential to 
reduce energy use  
in other sectors.
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The EU also influences energy savings worldwide
The EU represents a quarter of the world’s economic activity, which makes it a large enough 
market to influence international industry standards. 

EU vehicle efficiency standards have had an international impact: initial voluntary agreements 
with car manufacturers, which are now mandatory efficiency improvements, led to similar 
voluntary commitments from both the Korean and Japanese manufacturers’ organisations.12

National governments are failing energy 
consumers 

European governments are not acting effectively to save energy
In 2013, only four European countries: Bulgaria, Denmark, France and Germany, were 
judged to be making good progress in reducing energy consumption, other countries are 
less successful through insufficient development and implementation of national policies.13

The Energy Efficiency Directive (EED) was adopted in October 2012 because EU nations 
were not on track to meet the 2020 20 per cent energy efficiency goal. 

The Energy Performance of Buildings Directive brought the potential of these energy savings 
onto European countries’ political agendas, requiring establishment of minimum energy 
performance requirements and certification schemes. The directive could reduce EU primary 
energy supply needs in 2020 by seven per cent.14

For many European nations, minimum EU requirements for buildings, transport and 
appliances have set the standard for national delivery policy. Despite the strong economic case 
for energy efficiency action, many national governments neglect energy saving because it often 
involves upfront financial investment or policy cost.

The EU represents 
a quarter of the 
world’s economic 
activity, which 
makes it a large 
enough market 
to influence 
international 
industry standards.
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What should the UK do? 

1.  Use the 2014 review of the Energy Efficiency Directive to 
increase EU action  
Support a binding energy efficiency target, shared between 
EU governments to give ensure effective implementation. 
The European Parliament has endorsed a 40 per cent 
efficiency target for 2030.

2.  Work with the Ecodesign Directive to enable more frequent 
ratcheting up of standards  
The Japanese top runner approach sets stretch standards 
for manufacturers to work towards over many years, and 
ensures that low performing products are eventually 
excluded from the market.

3.  Build a coalition of supporters for stronger EU energy 
saving action  
Germany and Denmark are among the group of EU  
countries supporting a binding EU energy efficiency target. 
Companies, including National Grid, Alstom, Knauf and 
Arriva Trains’ parent company, Deutsche Bahn, are among 
those that have publicly supported binding energy 
efficiency targets at the EU and national levels.
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