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Energy efficiency Clean Energy Affordable and  
Available Energy Recommendations

Executive Summary

Rural areas are faced with a series of energy challenges that are currently only partially 
addressed by the EU policy framework. Three interlinked issues have been recognised 
in some or all of the EU Member States: the low levels of energy efficiency in homes 
and commercial buildings, climate change and air quality issues due to the fuels used 
and finally the sometimes acute issues of energy affordability and availability in 
remote rural regions.
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Energy efficiency levels are significantly lower in rural regions, 
due to the nature of many of the prevalent buildings which tend 
to be older and widely in need of some renovation. Whilst there is 
a high potential for energy savings in rural areas, current policies 
and energy efficiency programmes fail to exploit this directly.  
A combination of measures focused on rural energy consumers 
could address this opportunity in a more effective way:

• �Follow up to the Energy Efficiency Directive with a strategy 
on renovation of buildings, with an objective to reach a 3% 
annual target for rural buildings by 2020, achievable with 
Government support.

• �Innovative financing schemes for energy efficiency upgrades: 
use of ETS revenues, pay-as-you-save schemes (UK Green Deal 
model) specifically designed for rural energy consumers.

• �Use of all available funding streams, including Rural 
Development Funds, for effective rural energy efficiency 
technologies as identified within the FREE Choices website  
(for example).

The need for clean energy is not just an urban issue. The current 
fuel mix in off-grid areas (heating oil, solid fuels and centralised 
electricity) is associated with higher levels of greenhouse gas 
emissions. Differences in air quality between cities and rural 
regions are reducing and some Member States have noticed 
high levels of ozone and PM emissions in rural areas. The current 
EU policy response is very fragmented, spanning various policy 
areas (climate action, energy, environment, agriculture and rural 
development) and, as such, unable to address these matters 
appropriately. FREE would propose the following:

• �Support and encourage lower carbon and renewable energies, 
whilst ensuring that they lead to GHG savings on a life-cycle 
basis, lead to air quality improvements and do not result in 
higher energy costs for users.

• �Ensure greatest level of consistency between climate policy 
and air quality objectives: the EU Year of Air in 2013 provides 
an opportunity to re-establish air quality as a priority area.

• �Encourage decentralised energy production and micro-
cogeneration projects through Smart Grids deployment and 
energy advice for consumers.

Energy affordability and availability is particularly critical 
in rural areas, due to generally lower incomes, reduced energy 
choices and, again, poor insulation of buildings. Whilst the 
situation varies across Member States, FREE would consider that 
the following measures would help tackle the issue:

• �Ensure that energy policy is ‘rural proofed’ and guarantees 
a level playing field between rural and urban energy users, 
with no hidden additional costs or inequality of taxation or 
incentives treatment due to the lack of access to the natural 
gas grid of many rural properties.

• �Make available fuel poverty programmes focusing on insulation 
of buildings and personalised incentives to improve the current 
state of rural energy solutions.

In a nutshell - Policymakers should:
1 - �Create direct investment in rural energy efficiency  

for greater environment and social benefit and remove 
barriers towards the roll-out of new technologies.

2 - �Promote a balanced lower-carbon, low-polluting portfolio 
of energy solutions for rural communities.

3 - �Ensure that environmental, social and health impacts are 
taken into consideration when setting taxation rates and 
incentives for fuels or energy technologies.

To support this White Paper FREE has created the FREE Choices website, which illustrates the low carbon highly efficient 
technologies available to rural energy consumers today. It is designed to act as a guide for policymakers and other members of 
the European energy community when they consider legislation. With the right policy framework in place, these technologies 
can be made more accessible, for the benefit of rural energy users and their environment.

The FREE Choices campaign is about making policymakers:
• �Aware of the available, lower carbon, energy efficient and affordable rural energy technologies and sources
• �Conscious of the current barriers within today’s policy framework for consumers to actually make these choices
• �Inspired by our set of policy recommendations to tackle these barriers, allowing EU citizens  

to make the right rural energy choices.

The White Paper is part of the launch of the FREE Choices campaign. FREE will now engage with stakeholders to receive their 
views and take this campaign to the next level.

Please visit www.freechoices.eu if you want to learn more about these available rural energy choices.



Background

Introduction

Since its creation in 2010, the Future of Rural Energy in Europe 
(FREE) initiative concentrated on raising awareness about the 
critical situation of European rural areas when it comes to 
energy provision and energy use. With its network of supporting 
organisations and regions, FREE aims to alert policymakers – 
both at EU and national levels – about the series of challenges 
faced by rural energy users. In rural areas, due to their limited 
access to the natural gas grid, consumers are left with fewer 
energy choices, are often compelled to use high-carbon, 
polluting, inefficient and expensive sources of energy and have 
less access to modern energy technologies.

In 2011, economic consultancy Ecofys developed for FREE  
a study analysing the rural energy situation in five EU Member 
States1 and shed a new light on these challenges. The study 
particularly highlighted three key points:

• �A different fuel mix is used in rural areas, with generally more 
polluting fuels and higher emissions per capita. This is particularly 

true in France and the UK. The continued use of heating oil and 
coal in rural regions explains in part the higher carbon footprint 
of rural areas. 

• �There are serious air quality issues in some rural areas of the 
EU with, for example, higher emissions of NOx, SOx and PM in 
France (due to oil and biomass use) and higher emissions  
of SOx in Poland (due to coal consumption).

• �Energy efficiency of buildings is poorer in rural areas, due 
to an older building stock and fewer incentives for building 
renovation.

This initial analysis of rural energy challenges demonstrated that the 
EU’s goals of a competitive, low-carbon and secure energy supply 
(as outlined in the Energy 2020 Strategy2 in 2010) would unlikely 
be attained without particular attention paid to rural areas.

The paramount objective of FREE is to help provide the 56% of 
EU citizens living in rural areas3 with efficient, low-carbon and 
affordable energy. In this White Paper, FREE aims to conduct 
an audit of current environment and energy policy areas and 
measures in place at EU level and analyse their impact. The 
analysis will be structured around three key challenges for 
rural energy users: energy efficiency (section 1), clean energy 
(section 2) and affordable and available energy (section 3). For 
each challenge, the assessment will help identify gaps in the 
legislative and regulatory frameworks. Best practices identified 
at local, regional or national level, will illustrate measures, 
which would, if applied more generally when relevant, help 
improve the quality of energy provision for rural energy users. 
Energy use is commonly divided into three pillars: energy for 
heating/cooling, for electricity generation, and for transport. 
The White Paper purposely focuses more on the first two blocks 
and leaves out transport, as energy used in rural transport 

does not substantially differ from urban patterns (although this 
might change in the future with the availability of, for example, 
charging stations for electric vehicles in cities). This White Paper 
largely focuses on heat consumption in buildings because the 
supply of heat is often underplayed in the energy and climate 
change debate and also because, in the EU, heating and cooling 
represents 49% of the final energy demand (31% for transport, 
20% for electricity). This is also deemed to constitute the main 
challenge in rural regions where decarbonisation and energy 
efficiency measures can therefore have the largest impact. 
Through its recommendations, FREE mostly aims at proposing 
new directions for energy used for heating/cooling purposes in 
rural areas and, to a lesser extent, for electricity generation.

Targeted recommendations will conclude each section, together 
with questions for discussion that will need addressing to ensure 
a sustainable future for rural energy consumers. FREE is willing to 
start a dialogue with policymakers and stakeholders, who will be 
welcomed to respond and contribute to this analysis. The report 
will conclude with a set of overall policy recommendations for EU 
policymakers (section 4), which will ensure that all rural citizens 
have access to modern energy by 2030.

To support this White Paper, a new section on the FREE website 
illustrates the currently available fuel options and technologies that 
can provide real energy savings and reduced environmental impacts 
today. Please go to www.freechoices.eu to access this site.
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What’s the Challenge?

Since the publication of the 2005 Green Paper on Energy 
Efficiency and the first Energy Efficiency Action Plan in 2006, 
energy efficiency has been acknowledged as a major policy 
priority in the EU, which would help meet most (if not all) 
energy challenges. As buildings account for 40 % of Europe’s 
energy use and a third of its greenhouse gas emissions, 
improving energy efficiency in buildings has become an 
overarching priority, leading to the adoption of two Directives 
on the Energy Performance of Buildings (2002 and 2010) and 
the recent Energy Efficiency Directive.

When it comes to energy efficiency in buildings, rural areas face 
higher disadvantages, which have not yet been fully recognised 
by EU policymakers, who still consider that higher priority should 
be given to cities. As pointed out by the study developed by 
Ecofys for FREE in 2011, several barriers to energy efficiency 
improvements exist in rural areas. Insulation of rural homes lacks 
the benefits of scale that insulation of urban buildings with 
multiple tenants may have. In France, it is noted by the national 
statistics office INSEE, that “since 1985, there is an increasing 
gap between rural and semi-urban households and those 
living in city centers. Urban inhabitants have been the 
first to benefit from better building insulation and energy 
efficient heating systems and vehicles.” 4

In Poland, houses in urban areas are better insulated, mostly 
because renovation measures can be implemented by tenants 
associations, which lowers the investment costs per tenant. 
Local firms have also less access to energy consultancy advice 
and building professionals lack training on the technical 
solutions available.5

Several barriers to energy efficiency improvements exist in  
rural areas. The first barrier is of a financial nature. The income 
per inhabitant is 21% to 62% lower in rural areas, mainly  

 
 
 
 
 
 
 
 
 
 
 
because wage rates are lower.6 This gap is accentuated in 
Eastern Member States. The second barrier is the dominance 
of individual houses in rural areas and the scattered nature 
of dwellings. “In the urban environment, economies of 
scale will come into play with large-scale renovation 
programmes able to act on streets, districts and localities. 
In rural environments, projects may be more widespread 
and hence benefit from economies of scale to a lesser 
extent.” 7 However, one of the traditional barriers to energy 
efficiency, the so-called split incentive problem (whereby 
the owners are the one undertaking the renovation and the 
tenants are the one benefiting from it) is less present in rural 
areas, as there are more owners-occupiers in rural areas than 
tenants. This is mostly due to the fact that flats and houses are 
more affordable than in cities. In France, “the localisation of 
owners-occupiers (…) is higher than the national average 
(57.9%) in most of the rural counties and much lower 
in the very large cities.” 8 In Spain, “in rural areas, almost 
70% of homes are one-family homes (61% owned, 3% 
rented and 6% in free occupation); whereas in urban 
environment this percentage falls below 20%.” 9 

“�Urban inhabitants have 
been the first to benefit 
from better building 
insulation and energy 
efficient heating systems”

A best practice for energy efficiency in rural areas: Micro-CHP in the UK

Some energy technologies can be particularly adequate for rural and isolated areas. Micro-CHP is a very efficient 
form of boiler able to produce, with one fuel source, both electricity and heat for the home. If power is produced 
in excess, consumers can sell the electricity back to the grid and de facto become energy producers. “There is a 
substantial additional potential for installations in rural areas where a natural gas network is not available and the 
opportunities for network support are considerably greater.” Following a success story in Japan (during the past 
three years, more than 20,000 units have been installed in Japan), the UK Government recently decided to increase 
incentives to encourage the roll-out of Micro-CHP in the UK. In July 2012, the Department of Energy and Climate 
Change announced that Feed-in-Tariffs for domestic Micro-CHP (with a capacity of 2kW or less) would increase 
from a total of 14.2 pence per kWh to 17 pence per kWh. The first 30,000 Micro-CHP units will be eligible for the 
new rates with no degression. Feed-in-Tariffs will be reviewed when the 12,000th installation is completed.

Source: UK Department of Energy and Climate Change

Section 1 – Energy Efficiency for Rural Areas

Energy efficiency Clean Energy Affordable and  
Available Energy Recommendations
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What’s the Current Policy Response?

In July 2012, the Committee of the Regions was the first EU body 
to acknowledge this challenge. The Committee, representing 
European regions, adopted an opinion10 outlining the specific 
challenges of rural communities and “underline[d] the need 
to (…) address in a more comprehensive and coordinated way 
the challenges and opportunities that rural areas face when it 
comes to energy use and production”. This is a first step towards 
recognition by EU policymakers of this important challenge.

2011 Energy Efficiency Plan
In 2010, the European Parliament also recognised the challenge 
in its resolution preceding the revision of the Energy Efficiency 
Action Plan11, which recognised the potential for energy 
savings in rural areas and the impact this would have on job 
creation and economic development in general. These ‘soft’ 
recommendations have not been fully confirmed in pieces 
of legislation. However, the 2011 Energy Efficiency Plan12 
resulted in the creation in June 2012 of the Smart Cities and 
Communities Initiative, which supports cities and regions in 
taking ambitious measures to progress towards a 40% reduction 
of greenhouse gas emissions by 2020 through sustainable use 
and production of energy. A stakeholder platform was also 
formed, allowing urban and rural stakeholders to share views on 
energy efficiency in buildings, transport and on energy supply 
and network. On buildings, stakeholders have been able to 
promote specific technology solutions such as waste heat from 
sewage systems in Germany and Switzerland13 or solar heat 
storage systems14 in the village of Petten, Netherlands.

The extension of the Smart Cities programme to include 
communities, including rural communities, was a welcome 
acknowledgement that energy efficiency is not all about cities. 
However, since activities started last year, the initiative has failed 
to fully demonstrate the inclusion of rural energy concerns 
within its priorities.

Energy Efficiency Directive
The appreciation of a rural/urban divide within the building 
stock is absent from the recently agreed Energy Efficiency 
Directive. By providing that 3% of the total floor area of 
buildings of more than 500m² owned by central government 
is renovated each year, the text effectively excludes rural public 
buildings from the scope of the provision. Whereas recital 
50 notes that Member States should encourage the use of 
financing facilities such as “resources allocated to energy 
efficiency in the multiannual financial framework, in 
particular cohesion, structural and rural development 
funds”, Article 20 on Financing fails to mention the use of 
these rural development funds for energy efficiency upgrades 
in the European countryside, which would have helped to 
specifically target rural public and private buildings.

Energy Performance of Buildings Directive
The revised Energy Performance of Buildings Directive rightly 
mentioned in the recitals that “reduced energy consumption 
also has an important part to play in promoting security 
of energy supply, technological development and 
providing opportunities for employment and regional 
development, especially in rural areas.”

Whilst the energy performance certificates and their 
recommendations for the cost-optimal or cost-effective 
improvement of the energy performance of a building would 
in principle boost renovation of rural buildings and decarbonise 
the heat sector, it could however be more difficult for off-
grid homes to benefit from the highest rankings, due to the 
generally higher energy prices in off-gas grid areas – even 
if these energy sources have low carbon environmental 
credentials. This could represent discrimination for rural 
dwellers, as their homes would be given a lower performance 
rating on energy performance certificates.

Other EU-driven Energy Efficiency Initiatives
Whilst horizontal pieces of energy legislation such as the EED 
and the EPBD have not specifically addressed energy efficiency 
in rural areas, initiatives such as Intelligent Energy Europe 
(IEE) and the Covenant of Mayors have made funds available 
at local level for energy efficiency improvements.

Over the past 10 years, a number of IEE projects have benefited 
from EU funding to help rural communities manage their energy 
use, such as:

• �The RURASU project15 in Greece and Germany, providing 
energy management, energy conservation consultancy and 
services to rural areas resulted in the creation of local energy 
agencies providing energy advice.

• �The RURENER project16, rolled-out in 8 Member States, 
supporting its members in setting up local energy strategies 
and action plans. Typically, these include an energy audit, 
the identification of local sources of renewable energy and 
highlighting opportunities for energy savings.

The Covenant of Mayors, while initially targeting cities, 
now includes a large number of rural municipalities, mostly 
from Spain, Italy, France, Belgium and Romania. By joining the 
Covenant of Mayors, signatories commit to increasing energy 
efficiency through the implementation of a Sustainable Energy 
Action Plan. They can be assisted by coordinators and supported 
to achieve their objectives. In many countries the Mayor’s office 
is seen as one of the more trusted public offices. Initiatives 
promoted through this route demonstrate real local public 
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leadership and provide examples of best practice to be adopted 
in other regions.

EU Regional Funds
In the Energy 2020 Strategy, the European Commission had 
recognised that “regional Policy can play an important role 
in unlocking local potentials [for energy efficiency]. Rural 
areas also have a significant potential in this respect and 
could make use of the EARDF (European Agriculture Fund 
for Rural Development) that provides financial means to 
support such innovation projects” (p. 16).

In addition to these funding possibilities, EU Regional Policy 
has gradually made energy efficiency a major priority. In 2009, 
EU institutions had adopted a new Regulation (397/2009/
EC) to make ERDF funds available for energy efficiency and 
renewable energies, in the context of the European Economic 
Recovery Plan. Article 1(a) of the Regulation provided that 
“in each Member State, expenditure on energy efficiency 

improvements and on the use of renewable energy in 
existing housing shall be eligible up to an amount of 4% 
of the total ERDF allocation.” In the proposal on the ERDF 
(European Regional Development Fund) for 2014-2020, 
the Commission stated that, in more developed and transition 
regions, at least 80% of ERDF resources at national level should 
be allocated to energy efficiency and renewables, innovation 
and SME support, of which at least 20% should be allocated to 
energy efficiency and renewables, identified as one of the new 
investment priorities. The overall budget proposed for the ERDF 
is €346 billion.

However, there is no ‘rural equivalent’ to JESSICA17 (Joint 
European Support for Sustainable Investment in City Areas), 
developed in co-operation with the European Investment Bank 
(EIB) and the Council of Europe Development Bank (CEB). 
JESSICA not only focuses on energy efficiency, but also on 
urban infrastructure, university buildings or the creation of new 
commercial floor space.

Local solutions: Beckerich in Luxembourg

Through the Covenant of Mayors, cities and small municipalities can propose innovative measures to boost energy 
efficiency at local level. This is the case of the small rural municipality of Beckerich in Luxembourg, where the mayor, 
Camille Cira, set a long-term objective of energy self-sufficiency for the town. Amongst the measures proposed, 
Beckerich offers free energy audits to citizens and interest-free loans for low-income households to undertake 
renovation. As noted by Mr Cira, “for small communities with very limited budgets, (…) zero-interest loans from 
the EIB is an example of one of the appropriate instruments which could be leveraged to address this concern”.1

Source: Covenant Monthly Newsletter, June 2012 http://www.eumayors.eu/-June-2012-.html

Energy efficiency in mountainous areas: Trento, Italy

The autonomous province of Trento – an Italian region entirely situated in a mountainous region – offers a striking 
example of energy efficiency improvements. Between 2000 and 2008, multi-sector policies on energy savings were 
put in place, focusing on residential buildings and on the establishment of an ‘Energy District’, between Trento 
and Rovereto, in which businesses and research institutes were brought together to foster the development of a 
new form of construction. The objective was to develop new technologies using traditional materials that were 
available locally (wood), new ways of doing business, new professions and new trades. The project was undertaken 
in collaboration with the local university, with a view to making progress toward future building techniques with 
“zero impact.”

New buildings that met the standards laid out in the Energy Performance of Buildings Directive were built with 
energy consumption at least equivalent to ‘Class B’, that is, an energy consumption less than 60 Kwh/m², which 
translates into energy savings of 80% in comparison with current standard practices. Applying the class B standard 
to all new construction should make possible energy savings of 32% in the next 5 to 10 years in the province.

Source: Euromontana

Energy efficiency Clean Energy Affordable and  
Available Energy Recommendations
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Energy Efficiency for Rural Areas:
Recommendations and Issues for Discussion

Recommendations
1 - �The Energy Efficiency Directive includes several provisions 

which should in principle encourage energy efficiency 
throughout the EU territory. However, it is very likely that 
Member States will focus their efforts and initiatives on 
cities, as they seem to think that it would allow them to 
reach the largest number of people and therefore meet 
their indicative energy efficiency targets more easily. 
FREE would like to ask the European Commission 
to issue guidance documents for Member States 
to ensure that the Energy Efficiency Directive also 
benefits rural areas, for example on these two aspects:

• �The long-term strategies for mobilising investment in 
the renovation of buildings, to be issued before 30 
April 2014 (Article 4 of the Directive) should include 
concrete measures for renovation of rural buildings. 
While identifying “cost-effective approaches to 
renovations relevant to the building type and 
climatic zone”, Member States should highlight their 
specific plans for the renovation of rural buildings, which 
are very often the worst energy performing buildings.

• �When preparing their assessments of the potential for 
high-efficiency cogeneration, Member States should, as 
highlighted in Annex VIII of the Directive, include their 
estimated potential for micro-cogeneration, as it is a 
technology which would be greatly beneficial to energy 
efficiency of heating systems in rural dwellings.

2 - �FREE would also encourage the European Commission  
to follow-up on the Energy Efficiency Directive 
with a proposal specifically targeting building 
renovation, with specific measures for rural areas. 
In addition to investing in the renovation of urban 
dwellings that are, on average, already relatively energy 
efficient, the EU should also concentrate on rural homes 
that are more significantly lagging behind. For example, 
a recent survey conducted in Scotland found that “68% 
of dwellings in urban areas have a ‘good’ NHER 
[National Home Energy Rating] rating compared 
with 29% of those in rural areas. Urban dwellings 
are also about eleven times less likely to be rated 
‘poor’ than those in rural areas.” 18 In that respect, 
there is a higher potential for energy savings (expressed 
in tonnes of oil equivalent) in rural areas. In light of the 
use of more polluting fuels in rural regions (see next 
section), the EU would adopt a win-win strategy by 
encouraging energy savings in rural communities, as it  

 
 
 
would help reduce energy consumption, fuel poverty 
issues and emissions of CO2 and air pollutants.

3 - �The proposal should also focus on financing facilities 
and funding schemes.

• �Member States shall create financing facilities 
aggregating different streams, such as their own 
national resources, EU Structural Funds, resources 
allocated to energy efficiency from EU project bonds, 
resources from the European Investment Bank (EIB) 
and the European Bank for Reconstruction and 
Development (EBRD).

• �The European Commission could also encourage 
Member States to use their revenues from the EU 
Emissions Trading Scheme for the thermal renovation 
of buildings, like it is currently planned in France.19 In 
addition to reducing energy consumption, this idea is 
also seen as a way to address fuel poverty (Energy Bill 
Revolution in the UK20).

• �In this proposal, Member States should be asked to 
report to the European Commission on the amount 
of funds potentially available to rural areas for the 
renovation of the building stock. Another possible 
area worth investigating for the financing of energy 
efficiency is the UK ‘Green Deal Financing Scheme’ 
model, which allows householders to upgrade the 
thermal efficiency of their home at no upfront cost, 
with investment paid back through electricity bills (at 
the same time as the cost savings accrue).21

• �The access to support for lower carbon technology 
and insulation should be made easy for individual 
rural homeowners who should not be disadvantaged 
by living outside a collective housing community or 
established urban energy savings scheme.

Questions
• �Should a specific fund be set up to encourage the renovation 

of rural buildings, either under the Intelligent Energy Europe 
programme or under the Rural Development pillar of the 
Common Agricultural Policy?



FREE I Policy Recommendations for Sustainable Rural Communities in Europe

I 11

What’s the Challenge?
Climate Change
Against misconceptions, cities are not necessarily the largest 
contributors to climate change in the EU. “[D]etailed analyses 
of urban greenhouse gas emissions for individual cities 
suggest that – per capita – urban residents tend to 
generate a substantially smaller volume of greenhouse 
gas emissions than residents elsewhere in the same 
country.” 22 This situation is particularly prevalent in developed 
countries: “In China, cities use twice as much commercial 
energy per capita as the countryside. In developed 
economies, including the US and the EU, that pattern is 
reversed, and cities are typically the most energy-efficient 
places. In the US, people in rural areas use 12 per cent 
more energy per capita than city dwellers. Those in the 
suburbs use 20 per cent more.” 23

The same pattern can be observed in the EU. Some concrete 
examples taken from Member States support this analysis. The 
study developed by Ecofys on rural energy in 2011 notes that 
“in France, energy use per capita is lower in urban areas. 
The greater share of oil in rural areas leads to relatively 
high greenhouse gas emissions per capita. Other emissions 
to air (NOx, SOx, and particulate matter) on a per capita 
basis are also higher in rural areas.” 24 The same applies to 
the UK, where greenhouse gas emissions per capita are higher in 
rural and intermediate areas than in urban environments (p. 69). 
“For example, a regional analysis of UK greenhouse gas 
emissions shows that the regions with the highest per capita 
greenhouse gas emissions are the relatively rural northeast 
and Yorkshire and the Humber, whereas London has the 
lowest figure, followed by the highly urbanised West 
Midlands.” 25 Still in the UK, “the Scottish House Condition 
Survey shows that off-gas fuels are associated with higher 
levels of [GHG] emissions than those using mains gas.” 26

This is due to a number of factors, such as the different  
(more polluting) fuel mix, the higher energy consumption due 
to the lower level of energy efficiency of buildings, the wider 
presence of industrial activities outside cities and the emissions 
generated by agriculture.

In 2009, 10.3% of the EU GHG emissions were generated by 
agriculture, down from 10.9% in 1990.27 The agriculture sector 
differs from other sectors since methane (CH4) and nitrous 
oxide (N2O), not CO2, are the main greenhouse gases. In order 
to limit these emissions, several categories of measures 28 have 
been identified, such as changes in feeding rations for cattle 
and improved cattle fodder, anaerobic digestion or reduced 
N-application (aimed at less N2O from soil applications of 
fertilizer and manure). Some barriers exist to the deployment of 
these measures: higher costs for farmers and lack of awareness.

The higher GHG emissions to be found in EU rural areas is 
problematic and requires policymakers’ attention, as rural areas 
are more exposed to the effects of climate change, particularly 
through its impact on agriculture, which remains a very 
structural sector in European rural areas. Two major phenomena 
would, in the European Commission’s view, have a severe 
effect on EU farming activities: decreasing average annual and 
seasonal rainfall and more sudden heatwaves, droughts, storms 
and floods across the EU. The impact would also be major for 
mountainous areas: as pointed out by Euromontana, “between 
the end of the 19th century and the beginning of the 
21st century, the temperature [in the Alps] has increased 
by two degrees (…). The most visible effects have been 
glacial melt, a decrease in snow cover, changes in the 
average flow of rivers and a decrease in water resources 
in general.” 29 This is associated with decreasing levels of 
production of hydroelectric energy, a leading form of renewable 
energy for electricity production in Europe.

“�Against misconceptions, 
cities are not necessarily 
the largest contributors to 
climate change in the EU”

Section 2 – Clean Energy for Rural Areas 

Energy efficiency Clean Energy Affordable and  
Available Energy Recommendations
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Air Quality

Despite the growing focus on climate change legislation, air 
quality remains a major political priority at EU level. Air quality 
is generally better in the countryside than in urban areas, as 
demonstrated by WHO data collected in both urban and non-
urban environments (WHO Air Quality Guidelines for Europe, 
2000). Emissions of primary pollutants, including nitrogen 
dioxide, carbon monoxide and volatile organic compounds, are 
significantly greater in urban areas.

However, serious air pollution issues also occur in rural regions. 
According to Thomas Kuhlbusch, Air Pollution Manager at the 
Institute for Energy and Environment Technology (Duisburg-Essen 
University, Germany), “the differences in air quality in rural 
and urban areas have reduced drastically in recent years, 
particularly because air quality in cities has improved. Some 
issues exist in rural areas, especially because of intensive 
livestock activities.” 30 There are at least two categories of 
classical pollutants for which there is very little difference between 
rural and urban areas: ozone and particulate matters. First, 
maximum hourly ozone concentrations may exceed 300 μg/m3 
(0.15 ppm) in rural areas and 350 μg/m3 (0.18 ppm) in urbanised 
regions.30 The WHO indicates that short-term acute effects 
include respiratory symptoms, pulmonary function changes, 
increased airway responsiveness and airway inflammation. These 
health effects were statistically significant at a concentration 
of 160 μg/m3 (0.08 ppm) for 6.6-hour exposures. Ozone is a 
secondary photochemical pollutant, formed by the oxidation of 
other primary pollutants emitted by vehicles (such as NO or CO or 
VOCs) in the presence of sunlight. Pollution migrates outside of 
cities where the ozone is formed with the action of the sun. Some 
concrete case studies demonstrate that ozone pollution is actually 
greater over rural regions.32 By reducing vehicles’ emissions in 

cities, policymakers would also indirectly reduce air pollution in 
neighbouring regions.

The second category of pollutants for which serious issues 
happen in rural areas is PM10. As reported by the WHO 
Guidelines, “traditionally, particulate matter air pollution 
has been thought of as a primarily urban phenomenon. 
It is now clear that in many areas of Europe, urban–rural 
differences in PM10 are small or even absent, indicating 
that particulate matter exposure is widespread” (p. 187). 
PM is recognised as one of the most harmful categories of 
pollutants: according to the WHO, long-term exposure to low 
concentrations of particulate matter in air is associated with 
mortality and other chronic effects, such as increased rates of 
bronchitis and reduced lung function.

What are the causes for these PM emissions in rural areas? Three 
main causes have been documented: the use of diesel and petrol 
vehicles, pollution caused by agriculture and the use of wood-
burning stoves and biomass heating systems. The issue has 
been particularly studied in rural France, most recently through 
the ‘Interregional Study of Particulate Pollution in Rural Areas’ 
conducted in 2011.33 The study notes that biomass combustion 
for heating represents, at national level, 21% of PM10 emissions, 
34% of PM2.5 emissions and 66% of PAHs (Polycyclic Aromatic 
Hydrocarbons). Wood heating is the main source of PM pollution 
in the residential sector (about 90%) in rural areas, which overall 
constitutes half of the PM emitted. PM pollution is aggravated 
by the use of old heating systems. The study highlights the 
possible conflicts between the Government’s policy encouraging 
renewable energies (including biomass) by 2020 and the harmful 
effects on air quality in rural areas.

What’s the Current Policy Response?
Climate Change Legislation

Since the adoption of the Energy and Climate Change Package 
in 2008/09, the European Union has put a major focus on the 
decarbonisation of the European economy. Very ambitious 
objectives have been set for the overall reduction of CO2 emissions, 
with a binding target of 20% by 2020 and a commitment “to 
reducing greenhouse gas emissions to 80-95% below 1990 
levels by 2050 in the context of necessary reductions by 
developed countries as a group.” 34 Two main policy tools have 
been put in place to help achieve these goals: the EU Emissions 
Trading Scheme (ETS) and the Renewable Energy Directive.

Renewable Energy Directive
Whilst the EU ETS is a horizontal measure not designed to have 
a rural focus, it could be argued that the Renewable Energy 
Directive would have a particularly beneficial impact on rural 
areas, as recently noted by the Committee of Regions in its 
opinion on rural energy: “there is considerable potential 
in rural areas for both energy generation and to reduce 
consumption – sizeable tracts of land for wind farms or 
solar power plants are only available in the countryside.”  
To what extent do renewable energy investments particularly 
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“�Recent OECD research reveals that in Germany, rural 
regions are attracting around 20% of the renewable 
energy investments”

benefit rural areas? Recent OECD research reveals that in 
Germany, rural regions are attracting around 20% of the 
renewable energy investments. Renewable energy policy is 
expected to deliver in three areas for rural regions: energy security, 
climate change mitigation and economic development. With 
regards to climate change mitigation, it can however be exposed 
to significant trade-offs. “For instance, large biomass heat and 
power plants can generate new employment opportunities 
in rural communities, but may have a negative CO2 balance 
due to land-use change and transportation of feedstock 
over relatively long distances.” 35 Ongoing discussions on the 
sustainability of biofuels have also indicated that their production 
could be more carbon intensive than initially thought when the 
European Commission proposed a 10% share of biofuels in 
transport in the Renewable Energy Directive.

Despite the examples outlined above, significant CO2 emissions 
reductions can however be achieved in rural areas thanks to 
renewable energies, but only if they are developed by taking into 
account their characteristics and specific needs. For example, 
it is important to “avoid imposing types of renewable 
energies on areas that are not suited to them. (…) More 
care is needed to identify those [appropriate] places rather 
than adopting policies that somewhat arbitrarily spread 
renewable energy projects across national landscapes.” 36 
An overemphasis on encouraging biomass use in rural areas has 
been evidenced in some Member States’ national energy policies. 
This approach should be treated with caution as deforestation is 
still a consideration in many European countries. Emissions from 
old biomass appliances can also be extremely detrimental to local 
air quality.

Rural regions have often promoted renewable energy projects, 
as they can lead to the creation of new jobs, increase security of 
supply, and diversify sources of revenues in the area. Renewable 
energies have not developed at the same pace for electricity, 
heating/cooling and transport. According to the latest figures 
available37, the share of renewables in electricity was 19.1% 
in 2009, but only 13.4% in heating and cooling and 4.2% 
in transport. In rural areas, there is scope for progress for 
renewables in the heating sector (for example for solar thermal), 
as they can be efficiently combined with back-up gaseous 
fuels like LPG. Biomass can also bring a series of benefits to 

mountainous areas38 (economic development, energy security, 
CO2 emissions reduction and pollution control) if it is done in 
the right conditions: for example through the combustion of 
biomass waste from agro-forestry activities and the development 
of modern installations (equipped with technologies such as 
PM filtering devices) able to deliver electricity and heat for 
neighbouring consumption centers (small towns).

Back in 2010, the European Commission ruled out binding 
sustainability criteria for biomass, on the basis that the risks were 
deemed to be low and that deforestation and indirect land-use 
change would be addressed most effectively at international 
level. In parallel, the European Commission introduced a 
proposal on land use, land-use change and forestry (LULUCF) 
to harmonise rules to account for forests and agricultural soil 
emissions across the EU as a first step to incorporate these 
sectors into the EU’s reduction efforts. Member States shall 
submit action plans designed to limit emissions from LULUCF 
activities. The text, due to be agreed by the European Parliament 
and Member States in the coming months, does not set 
emissions reductions targets for the sector.

Common Agricultural Policy (CAP)
To address emissions caused by agriculture and better streamline 
environmental policy priorities in agriculture, the Common 
Agricultural Policy has relied on the principle of cross-compliance, 
a mechanism that ties EU support for farmers to compliance 
with standards of environmental care. This is however focused 
on the preservation of soil and water, habitats and wildlife and 
landscape features. As part of the Rural Development pillar of 
the CAP, farmers who voluntarily help protect the environment 
are offered compensation for the extra costs incurred through 
agri-environment schemes. The European Network for Rural 
Development39 has been particularly active in providing measures 
to protect and enhance natural resources, as well as preserving 
high value farming and forestry systems and cultural landscapes 
in Europe’s rural areas. In addition, agricultural emissions are 
covered by the Effort Sharing Decision40 for non-ETS sectors by 
2020. Each Member State will contribute according to its relative 
wealth. For example, Denmark will need to reduce emissions 
by 20%, whereas Bulgaria will be allowed to see its emissions 
increase by 20%.
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Air Quality Legislation

There is wide a spectrum of legislation at EU level which addresses 
air pollution. Two categories of measures exist: general horizontal 
measures and source-based measures. At the time of the 
publication of this White Paper, we await many more anticipated 
adjustments to air quality focused legislation scheduled in 2013.

In terms of horizontal measures, the most important piece of 
legislation is the Ambient Air Quality Directive (2008/50/EC), 
which sets minimum standards with regard to the assessment 
and management of ambient air quality. While covering all 
major air pollutants, the Directive pays special attention to 
particulates and ground-level ozone pollution because of their 
danger for human health. Whilst this is of general benefit to all 
citizens, wherever they are located, the Directive “particularly 
seeks to achieve a general reduction of concentrations of 
PM2.5 in the urban environment in order to ensure that 

large sections of the population benefit from improved air 
quality”. This is another example where the situation in lower-
density areas is being overlooked.

As for source-based legislation, the European Union has tackled 
pollution from transport, but also paints, solvents, waste 
incineration and industrial activities. In the field of transport, 
emission standards were introduced for light-duty vehicles 
(cars and vans) and heavy-duty vehicles. These standards tend 
to be overshadowed now by the parallel development of CO

2 
standards for both light-duty and heavy-duty vehicles.

The upcoming review of EU Air Quality legislation in 2013 should 
provide an opportunity to fill the gap and pay specific attention 
to air pollution caused by ozone and PM in rural areas.
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Biomassehof Achental, a Biomass Farm in Germany

In 2007, 8 rural municipalities in the Bavarian Alps launched a biomass farm for the 
30,000 inhabitants leaving in the area. The biomass farm is a wood pellet production 
plant that transforms local raw material and then supplies companies, individuals and 
surrounding heat networks. It sells wood chips, pellets, briquettes, logs shavings and 
logs, to wholesale or individual customers. It is also a biomass information centre. The 
farm offers services and advice to municipalities, individuals, and shops on bioenergy 
and other issues related to renewable energy. Within a 50 km radius of the Achental 
region, forest waste provides an overall potential of 942,000 m³. The farm is also 
conveniently located close to heat demand centers (several municipalities, industrial 
sites), which led to the creation in 2010 of a heat network connected to the farm.

Source: Euromontana, “The utilisation of mountain wood and the organisation of mountain wood industries”, 2012

Agricultural biogas plant – Experimental Station of the National Research Institute of 
Animal Production in Grodziec Śląski, Silesia Province, Poland

The project focuses on developing renewable energy sources in the agricultural sector, 
especially in the area of converting by-products into biomass. Construction of the 
agricultural biogas plant began in 2010 and various mixtures of substrates are used, 
both of agricultural origin (soild and liquid manure, corn and grass silage) as well as 
biomass from the agri-food industry and green biomass from urban areas. In addition, 
the on-site biogas plant is a prototype installation that uses co-generation to produce 
heat (for the pig farm nearby) and electricity (which is sent to the grid). The research 
institute leading the project also studies uses for by-products of agricultural production, 
such as liquid and solid manure and their immediate use in the methane fermentation 
process, to maximise reductions of greenhouse gas emissions.

Source: Silesia region

An Integrated Energy and Environmental Policy – the Example of the Renewable Heat 
Incentive in the UK

The Renewable Heat Incentive, proposed in 2011 by the UK Government, aims to 
increase the deployment of renewable heat technologies in order to keep the UK on 
track to meet the 2020 target in the most cost effective way. While developing the 
scheme, the Department for Energy and Climate Change (DECC) anticipated possible 
conflicts with air quality objectives when using biomass for heating purposes: “The 
Government recognises the importance of controlling emissions from the burning of 
biomass and that this is done as part of a coherent, strategic approach to dealing with 
air quality and national emissions. The burning of biomass has detrimental impacts on 
air quality where it replaces gas or electricity, but can have positive impacts where it 
replaces heating oil or coal. (…) The most significant air quality impacts are expected to 
come from particulate matter (PM10) and oxides of nitrogen (NOx) emissions from the 
combustion of biomass. Therefore, we will work with Defra and the relevant Devolved 
Administrations to introduce emissions limits of 30 g/GJ for particulate matter and 150 
g/GJ for NOx.” These emissions limits were due to start already in 2012.

Source: Renewable Heat Incentive, UK Department of Energy and Climate Change, March 2011, p.50
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Clean Energy for Rural Areas:
Recommendations and Issues for Discussion
Recommendations

1 - �FREE supports a sustainable energy mix for rural areas and 
wants the EU to reduce its reliance on CO2 intensive fuels 
such as heating oil, centralised electricity and coal, and 
promote instead cleaner fuels available in off-grid areas 
such as LPG and renewable energies. Fuels need to be 
used to the right purpose and in the right conditions: 
fuels and energy technologies are not always adequate 
in certain conditions and a series of parameters need to 
be taken into consideration (how electricity is produced, 
weather conditions, energy consumption profile of the 
household, location and level of heat demand, etc.). With 
this in mind, FREE would ask Member States to avoid 
overpromoting any single solution over others and aim for 
a diversification of the energy mix.

2 - �FREE supports the Renewable Energy targets included 
under the 2009 Renewable Energy Directive and believes 
the development of renewables can be beneficial to 
the development and sustainability of the European 
countryside. In this respect, when considering a revision 
of the Directive for the post-2020 period, FREE would 
encourage the Commission to take the following 
points into consideration:

• �Ensure that full life-cycle emissions are taken into 
consideration when calculating the carbon footprint 
of renewable fuels such as biomass, bioethanol and 
biodiesel.

• �Cross-check their impact on other environmental 
objectives, such as air quality. Climate change should 
not necessarily overtake other environmental priorities. 
For example, should the Commission decide to 
eventually introduce sustainability criteria for biomass, 
these criteria should acknowledge the high NOx and 
PM emissions caused by the combustion of biomass. 
These criteria could come with NOx and PM emissions 
limits, in line with those proposed in the UK (see 
box), or with new financing help to apply state-of-
the-art technologies to develop biomass in the most 
sustainable conditions.

• �Provide guidance to Member States over the incentives 
provided to renewable energies and over the local 
conditions needed to make the most out of renewable 
energies. For example, today, 80% of Germany’s 
biogas plants have no waste heat recovery systems in 
place.41 The heat should be re-used at local level for the 
neighbouring communities (see box on Silesia project, 
Poland).

• �Encourage consultation with local communities to 
avoid conflicts of use and ‘NIMBY’ reactions.

3 - �In preparing for the revision of Air Quality legislation in 
2013, FREE would encourage EU policymakers to ensure 
the greatest level of consistency between energy, 
climate change and air quality legislation. Air quality 
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is just as important as climate change and should receive 
an equal treatment.

4 - �FREE would encourage and support the European 
Commission to propose a Plan to encourage micro-
generation for rural areas. Micro-generation will 
be made possible through the roll-out of Smart Grids 
and Smart Meters across the EU. This would reduce 
transmission losses along the power grids, the risks of 
supply disruptions and the impact of high-voltage lines 
on the landscapes. Micro-generation is not just about 
electricity production at micro level: micro-CHP is an 
available technology able to deliver both electricity and 
heat for medium-size buildings (ideally in Northern 
regions of Europe). Any national schemes aiming for the 
development of micro-generation should always include 
clear elements of guidance, support and advice for 
consumers – especially for vulnerable and disadvantaged 
rural consumers who may be less confident with the use 
of these technologies. They should also avoid excessive 
bureaucracy on behalf of the energy supplier and/or the 
micro-CHP consumer, as it is currently experienced in 
Poland. A recent proposal42 requires Micro-CHP owners to 
apply for a license if they do not consume all the electricity 
they produce and want to send the excess electricity back 
to the grid. Concrete, face-to-face advice on the heating 
systems will guarantee that policies determined at EU level 
lead to a real change on the ground. FREE believes that 
energy advice will play a growing role in the coming years 

as technologies become more and more sophisticated 
and consumers are asked to take a more active part in 
producing energy for their own needs.

5 - �In the field of taxation, FREE supports the principle of  
a carbon tax applied to all fuels. A simple framework 
is needed whereby energy content is taxed to reduce 
energy consumption and CO2 is taxed to reduce CO2 
emissions. However, the fuel taxation framework 
should also reflect other environmental and social 
externalities, such as air pollution and its impact  
on health.

Questions
• �With current discussions on energy infrastructure and trans-

European Energy Guidelines, the debate is very much focusing 
on macro-level energy projects in Europe (centralised electricity 
and natural gas pipelines). However, security of energy supply 
and decarbonisation will also depend on the availability of 
micro-generation. How can the EU best encourage micro-
generation? Should the EU have a role or should it be left to 
national, regional and local authorities?

• �Should a special programme be created for rural communities 
and their mayors as part of the Covenant of Mayors to boost 
participation of rural towns?

• �Besides CO2 taxation, should fuel taxation also integrate 
broader environmental externalities, such as air pollution?
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What’s the Challenge?

The concept of ‘fuel poverty’ was first widely used in the UK in 
the 1990s and is experienced when a household spends more 
than 10% of its income on its energy bill (heating, lighting, 
cooking). The definition however varies across Member States 
and can be amended over time, as it is currently the case in 
the UK. In France, 13% of households can be considered to 
be in fuel poverty, that is, 3.4 million households.43 35% of 
these households live in rural towns. In these towns, 20.5% 
of households are affected, versus 10.6% in cities with more 
than 100,000 inhabitants and 5.3% in the Paris area.44 “More 
than one million property owners in fuel poverty live 
in individual houses, more in rural areas and in small 
municipalities”. Amongst French rural inhabitants, 20.8% 
spend more than 10% of their income, versus 17% in cities of 
more than 200,000 inhabitants. In the UK, there are currently 
some 3.5 million fuel-poor households and it is estimated that 
between 2.6 million and 3 million households will be fuel poor in 
2016.45 Living costs are 20% higher in UK rural areas, and “after 
transport, domestic fuel costs make up the next largest 
element of the additional costs.” 46 This is due to the reduced 
choice for energy solutions in off-grid areas and the “prevalence 
of larger, older and less well-insulated housing stock in 
rural areas.” Fuel poverty therefore tends to be more acute in 
rural areas than in cities. In the UK, “the depth of fuel poverty 
in rural households is much greater: rural LIHC (Low Income 
High Cost) households have an average fuel poverty gap 
of £622 compared to a gap of £362 for urban properties.” 47 
This challenge is now experienced (to varying degrees) in various 

Member States. In 2009, a study48 developed by the Polish Energy 
Regulatory Office identified 14 million people living in remote 
areas as potentially vulnerable customers.

Fuel poverty cannot be restricted to fuel prices, as it has many 
dimensions and a complex set of causes (from the general 
lower-income situation in rural areas to the poor insulation of 
buildings or the use of inefficient boilers). Beyond fuel prices 
and energy efficiency of buildings, affordability of energy is a 
much broader issue which has also to do with the ‘social price’ 
of energy technologies that are encouraged through mandates 
and subsidised by public incentives (mostly for renewable 
electricity). Such effects are well documented. Recently The 
Financial Times reported on Germany’s energy transition: “The 
danger of a crisis of public confidence is compounded 
by other aspects of energy policy. In mid-October, for 
example, the government will almost certainly have 
to raise the renewable-energy surcharge, used to pay 
producers a guaranteed price, from 3.5 cents to about 
5.3 cents per kWh. This would raise household electricity 
bills by about 7 per cent.” 49 In Italy, in 2012, the costs of 
renewable energy incentives were to reach €9 billion (€6 billion 
for solar only). The Italian Government noted at the time that 
“the average Italian family would have to pay 120 euros 
in 2012 to support renewable power, up from 30 euros in 
2009.” 50 In reaction to this, the Italian Government decided in 
April 2012 to cut incentives for solar power by 35% on average 
and for other renewables by 10 to 15%.

Section 3 – Affordable and Available Energy

Tackling energy poverty through energy technologies and efficiency: The Shetlands Islands

The development of Smart Grids is essential to the realisation of the full potential of energy technologies in rural 
areas and to affordable energy – not just for renewable energies but also for technologies like Micro-CHP. The 
benefits of Smart Girds are multiple: not only will they encourage the roll-out of modern energy solutions in rural 
areas, but they will also help solve the issue of fuel poverty in remote areas.

An example can be found in the Shetland Islands with the Northern Isles New Energy Solutions (NINES) project, 
aiming to treble the amount of wind-generated power. In the Shetland Islands, 35% of households live in fuel 
poverty. To address the situation, the project aims to develop an innovative energy storage system, which will be 
managed by centrally controlled ‘smart’ water and storage heaters in 1000 Shetland homes. The ERDF (European 
Regional Development Fund) will contribute £1.3 million to finance the new heating systems.

Source: www.Shetlandrenewables.com
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Energy costs are a sensitive issue not just for electricity but also 
for transport. As pointed out by several research pieces on living 
standards in rural areas, fuel prices, insurance and maintenance 
costs make the transport budget item a priority in rural 
households and a major financial burden. Research conducted in 
the UK51 noted that “people in rural areas are much more likely 
to own cars (51 cars per 1000 people compared with 370 per 
1000 in urban areas). Those with cars are more likely to drive 
longer distances in them (…). 30% of urban residents are main 
drivers of cars compared with 46% of rural residents.” In France 
in 2006, households in rural areas spent 4.4% of their budget 
on transport fuels (4.6% for periurbans), whereas those living in 
city centers would spend 3.2% (and 2.4% in Paris).52

Fuel poverty also comes with another challenge for rural energy 
consumers: availability and reliability of energy. Rural consumers 
can be heavily reliant on cross-border electricity (for example, in 
Ireland) but cross-border flows are still quite limited: on average, 
only 10% of electricity consumed in the EU crosses Member 
States’ borders in 2007.53 Rural energy consumers are therefore 
more vulnerable. For rural areas it makes a lot of sense to develop 
instead micro-generation networks allowing consumers to reduce 
their dependency on the centralised electricity network.

Fighting off energy poverty through energy efficiency in the UK

Due to the widespread concerns about the general high cost of rural energy in the UK, the British Government 
has recently started to specifically address the challenge of rural areas. It has particularly brought proposals1 for a 
domestic scheme for Renewable Heat Incentive, a subsidy to encourage the use of renewable heat (biomass, heat 
pumps, solar thermal) to be made available only in off gas grid areas – targeting oil and LPG.

In addition, a significant proportion of the new Energy Company Obligation (ECO), to be launched on 1 January 
2013, will be allocated for the provision of solid wall insulation in rural areas, under the Carbon Emission Reduction 
Target.

Source: �Renewable Heat Incentive - Consultation on proposals for a domestic scheme, 20 September 2012, available here http://www.decc.gov.uk/assets/
decc/11/consultation/RHI/6453-rhi-consultation-domestic.pdf

Passive Buildings – the ultimate solution to energy poverty?

The municipality of Stoszowice (a small town in South-West of Poland) is building the first passive school in the 
country. The 800 m² building will use PV solar panels as primary source of energy and be equipped with modern 
energy technologies such as heat pumps and heat recovery units to optimise the heat profile of the building. The 
building will also have an individual sewage treatment. Thanks to those solutions the building will have nearly 
‘zero’ consumption of energy and will therefore reduce energy losses and the associated expenditure. The building 
will therefore be in line with the 2010 Energy Performance of Buildings Directive, which provides that from 2019 
all public buildings should be ‘nearly zero energy buildings’ (Article 9).

Source: http://www.dobrepraktyki.pl/index.php?p1=1&p2=3&art=414

“�For rural areas it makes a lot of sense to develop instead 
micro-generation networks allowing consumers to reduce 
their dependency on the centralised electricity network”



What’s the Current Policy Response?

There is no comprehensive approach to address fuel poverty in 
rural areas at EU level. In late 2010, with support from the Belgian 
EU Presidency, the European Commission published a Staff 
Working Paper54 broadly defining energy poverty and fuel poverty, 
acknowledging the challenge and seeing energy efficiency as 
the most effective way to tackle fuel poverty: “Energy efficiency 
measures should be an integral part of welfare policies.” 
However, the Paper failed to recognise the rural specificity of fuel 
poverty, despite the evidence gathered across several Member 
States. The Paper was also not followed by any concrete initiatives 
after the end of the Belgian EU Presidency.

The European Commission has always adopted a cautious 
approach to the issue, so as to comply with the principle of 
subsidiarity. Fundamentally fuel poverty is considered to be  
a social issue to be dealt with at national level. In a response to  
a parliamentary question in October 2010, Energy Commissioner 
Oettinger noted: “Regarding the specific topic on fuel poverty, 
according to Article 3(7) of the electricity Directive (2009/72/
EC) ‘each Member State shall define the concept of vulnerable 
customers which may refer to energy poverty.’”

Whilst the EU has indeed a limited margin of manoeuver on 
the social aspects of fuel poverty in rural areas, it could act on 
three fronts to reduce the weight of energy expenses on rural 
households:

• �First, through encouragements for renovation of rural 
buildings; 

• �Second, through the completion of the EU internal energy 
market, which would eventually lead to lower electricity and 
natural gas prices for energy consumers;

• �Third, with regards to electricity prices specifically, through a 
tighter control over the incentive schemes for renewable 
energies across Member States, to ensure that energy users 
can earn extra revenues through the energy produced, but 
that these revenues outweigh the increase in electricity bills 
generated by renewable incentive schemes.

Is the European Union delivering in these fields, and is it to the 
benefit of greater energy affordability in rural areas?

Energy efficiency legislation
As demonstrated in section 1), the European Commission has 
deployed efforts to encourage energy efficiency investments 
through the Intelligent Energy Europe Programme and also, more 
importantly, through the European Regional Development Fund 
(ERDF) operated under the umbrella of the EU Regional Policy. 
However, the recent Energy Efficiency Directive has stopped 

short of launching a large building renovation strategy, as was 
proposed by the rapporteur Claude Turmes. By definition, the 
obligation to renovate 3% of central government buildings each 
year (Article 4) will not benefit rural households or even local 
rural authority building stock.

Internal Energy Market legislation
With regards to the internal energy market, the European 
Commission has just published a Communication to ensure that 
completion is achieved by 2014. It is too early to anticipate the 
possible impact of the measures to be adopted in 2013/2014. 
However, the possible drop in prices would only marginally 
benefit off-grid energy users.

Renewable energy
Renewable energies can make a significant contribution to 
energy affordability in rural areas. As pointed out by the 
OECD, “renewable energy provides remote rural regions 
with the opportunity to produce their own energy (electricity 
and heat in particular)”. However, this is only possible with 
carefully designed incentives. “Limit subsidies in both scope 
and duration, and only use them to induce renewable energy 
projects that are close to being viable in the market. If subsidies 
are too high, they can attract ‘rent-seeking investors’ [and] 
can lead to high-cost energy that is only viable as long as high 
levels of subsidy are sustained.”55 In the field of incentives for 
renewables, the European Commission has recently announced 
that it would “prepare guidance on best practice and 
experience gained in [support scheme] matters and, 
if needed, on support scheme reform, to help ensure 
greater consistency in national approaches and avoid 
fragmentation of the internal market.” 56 This was confirmed 
by the Communication on the Internal Energy Market issued on 
14 November 2012. This is a first step in the right direction to 
avoid that incentive schemes lead to ‘rent-seeking’ behaviour 
and to disproportionate increases in electricity prices.

Energy efficiency Clean Energy Affordable and  
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“�The analysis suggests that 
policies to improve the 
thermal efficiency of the 
housing [are] the most 
effective at reducing the 
level of fuel poverty”
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Affordable and Available Energy:
Recommendations and Issues for Discussion

Recommendations
• �FREE would like to reiterate its support for ambitious 

energy efficiency measures in rural areas and the 
renovation of rural buildings. FREE is indeed of the 
opinion that energy efficiency of buildings should come 
before other options usually considered (price-based 
and income-based policies). In that respect, FREE fully 
supports the conclusions reached by Pr. John Hills in 
its recent analysis developed for the UK Government: 
“The analysis suggests that policies to improve 
the thermal efficiency of the housing stock that 
are targeted on those with low incomes and have 
energy-inefficient homes would be the most 
effective at reducing the level of fuel poverty.” 57

• �FREE supports sustainable support mechanisms 
for renewable energies but would also like to see 
incentives for switching to lower carbon fuels such 
as gas (natural, bio or LPG). These fuels – when used 
in conjunction with renewable or very high efficiency 
technologies can take people out of fuel poverty whilst 
contributing towards carbon reduction targets.

• �As the EU prepares a new Energy and Climate Change 
Package for the 2020-2030 period, it is important 
that the European Commission prepares, as part of 
its impact assessment, an evaluation of the impact 
of new targets for CO2 emissions reductions 
and renewable energy on European consumers’ 
energy bills. To ensure that environmental objectives 
are met in a way that is not detrimental to social 
conditions for energy users, funding for fuel poverty 
programmes should be made available for those 
households identified as being worse off. These 
programmes should concentrate on improving heating 
and insulation standards in rural buildings.

Questions
• �Should energy affordability be addressed at EU level or should 

it be left to individual Member States?

• �Should tackling fuel poverty be recognised as one of the 
objectives of energy efficiency policy, along with climate 
change, security of supply and competitiveness?

Energy efficiency Clean Energy Affordable and  
Available Energy Recommendations



RecommendationsEnergy efficiency Clean Energy Affordable and  
Available Energy

1 - �Should EU Energy Policy be “rural proofed”,  
to avoid any damaging unintended consequences  
for rural dwellers? 
Before an EU energy policy proposal is published, the European 
Commission should run a simple process of examination 
and assessment to answer the following questions: does the 
proposal indirectly favour urban versus rural inhabitants? Can 
rural inhabitants benefit from the measure? Does the text 
guarantee a level-playing field for urban and rural inhabitants? 
If not, how can the text provide a better deal for rural 
inhabitants?

2 - �A target for renovation of rural buildings? 
Research has demonstrated that energy efficient renovation 
of the building stock comes with a series of benefits to 
society. “A lower level of total energy consumption 
will reduce public spending on energy bills (…), it 
will imply a reduced need for subsidies to energy 
consumption and facilitate the achievement of EU’s 
2020 (…) reductions of greenhouse gases at a lower 
cost.” 58 The current rate of buildings renovation is 1.2% 
a year and FREE believes a 3% rate (for all buildings and 
not just for certain public buildings, as stated in the Energy 
Efficiency Directive) could trigger the necessary changes in 
rural building stock. In addition to this, building renovation 
would come with health benefits (better indoor climate) and 
increased economic activity. A study developed in 2012 by 
Copenhagen Economics for the Renovate Europe campaign 
demonstrates that with €40bn investments by 2020, 
760,000 jobs would be created across the EU. 
 
This could come with concrete benefits for rural areas. For 
example, the use of wooden materials in the renovation 
of buildings in rural areas has been identified as a growth 
area in rural France. In a study developed for the Ministry of 
Industry59 it is expected that 40,000 jobs could be created 
in rural areas (in addition to the 231,000 existing jobs) 
in the wood sector should 12 million m³ be used in the 
construction and renovation sector.

3 - �Towards a 60/40 mix for heat production in rural areas 
(60% renewables, 40% gas) by 2050? 
FREE supports the ambitious measures deployed by the EU 
to increase the share of renewable energies in the energy 
mix. In sparsely populated regions with abundant sources 
of renewable energies, the deployment of renewables 
can come with new revenue sources, new job and 
business opportunities, product innovation, community 
empowerment and affordable energy. 
 
FREE supports the development of renewable energies if 
decisions are made after consultation with local communities, 
to avoid ‘conflicts of uses’, such as the resistance to 
wind turbines by local residents or the conflict with food 
production for biofuels.  
 
Natural gas is repeatedly highlighted as an adequate 
transition fuel towards renewable energies. In its 2011 
Special Report on the ‘Golden Age of Gas’60, the IEA notes 
the following: “Natural gas has an important role to 
play in complementing low-carbon energy solutions 
by providing the flexibility needed to support a 
growing renewables component in power generation. 
Significant opportunities remain for natural gas to 
replace other fossil fuels in end-use sectors (…)” 
 
In the future, renewable energies should take an active role 
in system stability, while natural gas, LNG and LPG should 
reinforce their natural capability to deal with flexibility. 
 
For obvious financial reasons, the natural gas grid will however 
never cover parts of the rural territory in the EU. In these off-
grid areas, LPG and LNG could play the same back-up role for 
renewable energies, bringing the same environmental benefits 
as natural gas. LPG and LNG could therefore be fuels of choice 
to provide back-up to renewable energies in EU rural areas. 
A 60/40 energy mix would mean that the share of renewable 
energies in heat production (solar thermal, biomass, etc.) 
would quadruple in rural areas, while LPG and LNG would 
substitute more polluting fuels that are still dominant in the 
current energy mix, such as heating oil and coal.

Section 4 – Concluding Rural Energy Policy Ideas

For further information about modern rural energy technologies, visit our website www.freechoices.eu 

If you would like more information or would like to add your comments to the suggestions, ideas and recommendations featured in this White 

Paper, please email us (rural-energy@fleishmaneurope.com) or join our debate on Facebook and LinkedIn.

FREE I Policy Recommendations for Sustainable Rural Communities in Europe
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