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1. Introduction  

The Academy welcomes DCENR’s decision to publish a Green Paper on energy at this time, given the 

very different economic circumstances now obtaining in Ireland and the EU, compared with the 

outlook in 2007 when the Government published its Energy Policy Framework ‘Delivering a 

Sustainable Energy Future for Ireland’.   The international energy outlook has also changed radically 

with the unexpected development of unconventional gas and oil in the US which has substantially 

reduced US energy costs and greatly boosted the competitiveness of US industry.  The Academy is 

very pleased to have the opportunity to provide input which hopefully will be of benefit in 

developing energy policy for the future. 

The Academy recognizes that significant progress has been made towards achieving two of the three 

goals set out in the Government’s 2007 White Paper.  Ireland’s security of energy supply is now 

much better than in 2007 with the increased storage of strategic oil stocks in Ireland and the 

planned start-up of Corrib Gas production in 2015.  Good progress has also been made in promoting 

a sustainable energy future, the 2nd goal in the 2007 Paper.   Generation of 19.6% of Ireland’s 

electricity from renewables in 2012 compared with just 5% in 2000 is a major achievement and 

impressive progress has been made in other target areas set out in the 2007 White Paper.  But, in 

the Academy’s view, little progress has been made towards the 3rd goal – the competitiveness of 

energy supply.  Ireland’s energy prices have increased more than EU averages in the past three 

years; Ireland’s electricity prices are now much higher than the UK’s and EU averages.  The Academy 

is very concerned about the upwards trend in Ireland’s energy prices and the implications for 

domestic users, business and Foreign Direct Investment (FDI). Energy price competitiveness must 

therefore be a key focus area in the next Energy White Paper.     

The Academy suggests that a radical re-think on Ireland’s Energy Policy is now needed and a wider 

range of options needs to be considered than raised in the Green Paper in the light of very changed 

circumstances.  The Academy would also like to see a more coordinated approach between 

Government departments in developing Ireland’s energy policies and delivering the EU targets.  The 

‘Heads’ of the Climate Change Bill and this Energy Green paper were published around the same 

time earlier this year.  Many of the key energy and climate change issues were addressed in both 

documents but, in the Academy’s view, there was not enough linkage and joint goal-setting between 

these two initiatives.    

This submission also draws significantly on the Academy’s three recent Policy Advisories, namely: 

 “The Future of Oil and Gas in Ireland”, published in February 2013. 

 “Achieving Ireland’s Energy and CO2 Reduction Targets – An Alternative Approach”, 

published in June 2013. 

 “Towards Low-Carbon Transport in Ireland”, published in July 2014.  

These three Policy Advisories are included as an integral part of this submission, and give further 

details on the Academy’s views outlined in the following sections. 
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2. Learning from Failures in EU Energy Policy 

Ireland’s energy policies are influenced largely by EU Directives relating to the Internal Market and 

the Environment.  The desire to create a fully integrated internal energy market required the break-

up of Vertically Integrated Gas & Electricity Utilities (VIU’s). This resulted in significantly increased 

costs in many facets of these businesses, particularly in smaller countries such as Ireland, Cyprus and 

Malta.   The EU’s desire to show world leadership in the area of Green House Gas (GHG) abatement 

led to the adoption of the 20:20:20 Directive and associated Directives on Emission Trading, Energy 

Efficiency, Biofuel use in Transport and Renewable Energy.  The commitment to achieving 20% of 

energy requirements from renewable sources by 2020 was significantly driven by the belief that 

Europe could become a technological leader in renewable technology, particularly wind and solar 

photovoltaic generation.   

Several European countries are now making significant changes in their energy policies: 

 The government in Spain has recognized that the renewable tariffs were not sustainable.  Tariffs 

have now been reduced substantially for existing renewable installations, for both wind and 

photovoltaic generation. 

 Germany’s government has also recognized the very high cost of Germany’s renewable energy 

programmes and has now decided to progressively reduce renewable tariffs for new 

developments and to limit the annual amount of new renewable developments. 

 The UK Government is also reviewing energy policy.  UK policy on renewables is currently in a 

state of flux and future direction is very uncertain.  

The failures of EU policies in the energy area to date are illustrated by the following facts: 

At EU level 

 The Emission Trading Directive, as a result of pricing uncertainty, has failed to deliver a climate 

to encourage investment in CO2 abatement technology.  

 The Biofuels Directive did not adequately consider the potential impact on world food 

commodity prices, particularly in poorer countries and as a result is being diluted.  

 Very large sums have been invested in many European countries to meet the renewables 

objectives.  In many cases, including Ireland, payments for renewable energy were multiples of 

the saving on energy import costs.  

 Energy prices in the EU are now substantially higher than in the US, in the case of gas and 

electricity, three to four times higher in many cases. 

  The very large subsidies provided for renewable energy development have not achieved the 

manufacturing leadership envisaged, due substantially to advances by Chinese manufacturers of 

renewable energy products. 

 The profitability of conventional thermal generators has been badly impacted by the shift to 

renewables.  The market value of the top 20 EU electrical utilities has fallen over €500 billion in 

the past five years, partly due to the economic downturn but also due to the impact of increased 

renewable generation and low carbon prices in the ETS market, which encouraged solid fuel 

generation rather than gas fired generation. As a result and despite the increase in renewable 

generation, CO2 emissions from the electricity sector actually increased in Ireland and the EU in 

2013. 
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 Around 50,000 MW of gas fired plant in Europe has been mothballed as utilities increased the 

use of coal as a result of the failed ETS. This led to an increase in GHG emissions in Europe over 

the past two years 

 As manufacturing has shifted from Europe to Asia, the EU has effectively outsourced the 

production of GHGs to other countries, particularly China.  Global GHG emissions have not 

actually been reduced, but just relocated. 

 

In Ireland 

 The requirement to dismember Vertical Integrated Utilities across the EU resulted in smaller 

countries like Ireland losing the capability and range of competencies needed in a single 

organization to both evaluate and provide technical and economic advice on energy policy 

development.  

 Bord Gais’ Whitegate CCGT plant was developed in response to demands for increased 

competition in the electricity sector.  But, the Whitegate plant was devalued by EU policies 

which were designed to promote renewables and sold at a loss of approximately €300 million to 

the Irish Exchequer.  The risk of a significant loss on the sale of assets was highlighted in an 

Academy publication1 in February 2011 which stated that “In the event of a future Government 

deciding to dispose of state-owned generating assets, the Academy is greatly concerned that 

current energy policy will significantly reduce the value of such assets as perceived by potential 

investors and correspondingly lead to a much lower sale value being realized on behalf of Irish 

taxpayers” 

 Ireland also developed and paid for two energy interconnectors to Great Britain in the past ten 

years. The second gas interconnector (IC2) was developed to provide supply security for 

Ireland’s increasing gas imports. The East-West electricity interconnector was developed to 

facilitate the establishment of a common electricity market between Ireland and Great Britain, 

in line with EU policy.  Both projects cost approximately €500 million but the East-West HVDC 

interconnector has an energy transmission capacity of 500MW and IC2 has a potential energy 

transmission capacity of 15,000 MW i.e. thirty times that of the HVDC link.  In the Academy’s 

view, HVDC links, whether subsea or onshore are an expensive way to transmit energy. 

These observations underline the Academy’s view that fresh pragmatic thinking is urgently required 

on truly sustainable EU and Irish energy policies, both with an overarching imperative for 

competitiveness. 

 

3. Ireland’s energy prices have become uncompetitive  

The Academy has carried out a detailed study of Ireland’s electricity and natural gas prices and price 

trends compared with other EU countries using data from SEAI and Eurostat2 data.   A comparison 

with US prices has also been made. 

 

                                                           
1 Energy Policy and Economic Recovery 2010-2015 
2 Eurostat price data for 2nd semester 2013 
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Electricity price comparison with other EU countries 

Household electricity prices in Ireland, including all taxes, are 15% higher than the average of EU-28 

countries.   Ireland’s household electricity prices are the 4th highest of all EU-28 countries - behind 

Denmark, German and Cyprus.  Prices are 33% higher than the UK. 

 

 

 

 

Excluding all taxes3, Ireland’s household electricity prices are 43% above the average of EU-28 

countries.  

 

 

 

                                                           
3 Taxes and levies in Ireland account for one of the smallest proportions of electricity price in the EU.  Non-recoverable tax on business 
electricity in Ireland in 2nd half 2013 was 2.8% of the VAT-exclusive price, compared with an EU-28 average of 21% and 37% in Germany. 
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Ireland’s industrial electricity prices, excluding VAT4, are 11% higher the EU-28 average.  Industrial 

electricity prices in Ireland are 12% higher than the UK.  

 

 

 

Excluding all taxes5, Ireland’s industrial electricity prices are 35% above the average of EU-28 

countries.  

 

 

Ireland’s household and business electricity prices have risen about 10% more than EU-28 averages 

in the past 3 years.  Prices, excluding all taxes have risen 15% to 20% more than EU averages in the 

same period. 

 

 

                                                           
4
 Comparisons of industry prices are generally done excluding VAT as businesses can recover VAT 

5 Taxes and levies in Ireland account for one of the smallest proportions of electricity price in the EU.  Non-recoverable tax on business 
electricity in Ireland in 2nd half 2013 was 2.8% of the VAT-exclusive price, compared with an EU-28 average of 21% and 37% in Germany. 
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An article in the Financial Times of 10th July 2014 included a price comparison chart showing Ireland 

has the highest household electricity pre-tax prices of all EU countries without price regulation 

systems.  

 

 

Electricity Price Comparisons with the US 

Ireland’s electricity prices are around three to five times higher than the US6.  This makes it more 

difficult to attract and retain FDI by US companies in Ireland.  For example, industrial electricity price 

in the State of Washington (where Microsoft and other large IT companies are based in 2013 was a 

quarter of the price in Ireland (4.29 US cents per kWh compared with 15.417 euro cents per kWh in 

Ireland). Industrial electricity price in the Mid-Atlantic States (New York, New Jersey, Pennsylvania) 

                                                           
6 US Energy Information Agency (EIA) price data 
7 Eurostat data.  Price includes  VAT (Industrial Band IC) 

Ireland has the highest household 

electricity price, excluding taxes, of EU 

countries which do not have price 

regulation systems.  
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where many of the US pharma companies are based are less than half of the price in Ireland (7.09 US 

cents per kWh compared with 15.41 euro cents in Ireland).  The uncompetitive price of energy has 

been highlighted to the Academy by many manufacturing companies, especially US multinationals. 

Natural Gas Prices 

 Ireland’s household gas prices, including all taxes, were 2% above the average of EU-28 

countries.   Prices for households in Ireland are 23% higher than in the UK 

 Ireland’s industrial gas prices, excluding VAT are 8% above EU-28 average.  Industrial gas prices 

in Ireland are 20% higher than in the UK. 

 Natural gas prices have risen 10% to 20% more in Ireland in the past 3 years than EU-28 

averages.  For example, household gas prices, including all taxes have risen from 8% below to 2% 

above EU-28 average prices; industrial prices, excluding VAT have risen from 10% below to 8% 

above; household prices excluding all taxes have risen 10% more than EU-28 average; business 

prices have risen 20% more than EU-28 averages. 

 

 

 

Energy price issues which the Academy has considered: 

Electricity 

 Based on an in-depth analysis by the Academy8, the total cost of imported fossil fuels for 

electricity generation in Ireland in 2013 was approximately €875 million (natural gas - €755 

million; coal - €100 million and €18 million for fuel oil and gasoil).  The total value of electricity 

sales in Ireland in 2013 – household and business/industrial – was approximately €4 billion.  This 

means that imported fossil fuels accounted for only 22% of electricity price.  A critical analysis of 

the other components of electricity price is essential.    .   

 Ireland’s higher electricity costs are attributed in various places in the Green Paper to high fossil 

fuel prices and the large part of fossil fuels in the energy mix.  Ireland uses natural gas for about 

50% of electricity generation compared with 28% in the UK (where coal is the principal fossil 

fuel).  However, other EU countries with similar percentages of natural gas in electricity 

                                                           
8
 Based on data from SEAI Annual Energy Balance Sheets, BP Statistical Review, the Central Bank and Eurostat 
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generation have lower electricity prices than Ireland.  For example, in the Netherlands where 

natural gas is used for 54% of electricity generation, business electricity prices without taxes and 

levies in 2013 are around 40% below prices in Ireland.   

 Without wind generation, Ireland’s electricity generation costs in the period 2005 to 2013 would 

have increased by 1.2 cents per kWh due to the increased cost of imported fossil fuels.  But over 

the same period, Ireland’s business electricity prices actually increased by 4.0 cents per kWh and 

household electricity prices increased by 8.85 cents per kWh.  This clearly shows that increased 

fossil fuel import costs were not the cause of electricity price increases in Ireland but rather 

government policies which did not place appropriate emphasis on price competitiveness. 

Natural Gas 

 Most of Ireland’s gas comes via the UK and pricing is based on the UK’s National Balancing Point 

wholesale prices.  The reasons for the large disparities between Ireland and UK customer prices 

warrant detailed scrutiny. 

 Current policies have resulted in gas prices in Ireland increasing more than EU-28 averages in the 

past five years.  A re-appraisal of policies is recommended and steps taken to make pricing more 

competitive for residential and business users.   

 As transmission and network costs are largely fixed, unit gas prices in Ireland are likely to rise 

further, if gas use in power generation continues to be displaced by renewables, coal and 

electricity imports.  This will have adverse implications for business and domestic users of gas.  

The Academy is concerned that the issue of price competitiveness has not been given sufficient 

attention in the Energy Green Paper.  The Academy rejects the implication in the Green Paper that 

Ireland’s energy prices have risen mainly as a result of external energy price increases.  In fact, quite 

the opposite is true – Irish energy prices have increased due to an excessive bias towards capital 

investment, at a time of decreasing national energy demand. 

 It will become more difficult to attract and retain energy-intensive industries if Ireland’s gas and 

electricity prices are significantly higher than other EU countries and particularly the UK.   FDI by US 

companies will also be jeopardized. 

 

4. Electricity Sector Issues  

 

4.1 Analysing recent investments in electricity generation 

Electricity demand (GWh) in the Republic of Ireland in 2014 is projected, in Eirgrid/SONI’s Median 

Demand Forecast, to be 8% below the level in 2007.  The level of electricity demand which was 

projected by Eirgrid in 2007 for 2009 will not now be reached until 2023, according to the latest 

forecasts.9. 

But investment in generating capacity and interconnection continued at an unprecedented rate in 

the period 2007 to 2014, despite the collapse in projected demand: 

                                                           
9  All-Island Generation Capacity Statement 2014-2023 
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 1300 MW of highly efficient CCGT capacity will have been added at Aghada, Whitegate and 

Great Island, at an estimated cost of over €1.0 billion 

 Over 1250 MW of additional wind generation capacity will have been installed, at an estimated 

cost of over €2.5 billion, including network reinforcement costs. 

 The 500 MW East-West electricity interconnector was completed, at a cost of in excess of €500 

million. 

 Hence, over €4.0 billion will have been spent on adding capacity in a period when demand 

declined. 

As a result of the investment in gas-fired CCGT capacity identified above, and investment in similar 

plants at Poolbeg, Huntstown, Ringsend, Tynagh and the Aughinish CHP plant in the previous ten 

years, Ireland now has one of the most modern, efficient and lowest CO2 emitting fossil fuel fired 

generating fleets in Europe.  This had the potential to substantially reduce Ireland’s electricity sector 

CO2 emissions. 

 But the simultaneous investment in 1250 MW of wind-powered generation resulted in CCGT plant 

now operating far below capacity. SEAI’s recently published analysis of the” Benefits of Renewable 

Electricity in 2012”10 indicates that in the Republic of Ireland the 4.09 TWh of wind generation is 

estimated to have saved €177 million in fossil fuel imports i.e. €43.2 per MWh and reduced CO2 

emissions by 0.37 tonnes per MWh - indicating that wind almost exclusively displaced highly efficient 

gas-fired CCGT generation.  Wind generators received in excess of €80 per MWh for wind output in 

2012.  This means that wind generation added almost €40 per MWh to the electricity sector cost 

base in 2013 i.e. €165 million. This does not include the impact of wind-related transmission cost 

increases or system operation cost increases.     

A feature of Ireland’s electricity supply in 2013 was the increase in electricity imports from Great 

Britain – presumably because marginal coal-fired generation in Great Britain was less expensive than 

marginal gas-fired CCGT generation in Ireland.  In 2013 nett electricity imports from the UK were 

2.15 TWh – almost 10% of total sales in Ireland.  This further reduced the output from CCGT plants, 

gas imports and CO2 emissions in the Republic of Ireland. But this imported electricity was sourced 

from fossil fuel plants in Great Britain which were predominantly old, coal-fired and high CO2 

emitters.  Marginal coal-fired generation in Great Britain emits approximately 0.95 tonnes of CO2 per 

MWh compared with marginal gas-fired CCGT generation in Ireland which emits approximately 0.37 

tonnes of CO2 per MWh, resulting in a nett increase in CO2 emissions of 0.58 tonnes per MWh or a 

total of 1.25 million tonnes of CO2 in 2013.    

SEAI estimated the CO2 savings from wind generation in the Republic of Ireland in 2012 were 1.51 

million tonnes11.  The higher level of wind generation in 2013 is estimated to have saved 1.71 million 

tonnes of CO22 emissions on the same basis.  Thus, up to 75% of the climate change benefits of wind 

generation in Ireland in 2013 were offset by the impact of our electricity imports from coal-fired 

plants in Great Britain. 

 

Given that over €4.0 billion capital expenditure was spent to achieve this result, at a time when 

there was no increase in demand, it seems that Ireland’s electricity investment policy in the period 

                                                           
 
11

 11 SEAI Report “Quantifying Ireland’s Fuel and CO2 Emissions Savings from Renewable Electricity in 2012” 
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was misguided. The three strands of capacity investment undertaken in the period 2007-2014 may 

have been appropriate on their own but the combined €4.0 billion investment was unnecessary in 

the completely changed circumstances obtaining since 2007. It has given rise to substantially higher 

electricity costs with no commensurate environmental benefits.  Furthermore the combined 6.7 

TWh reduction in CCGT plant output in 2013, as a result of wind generation and electricity imports, 

reduced Ireland’s gas demand by 1.0 Mtoe, thus increasing gas transmission charges per kWh by 

25% and consequently the cost of gas in Ireland.  

 

4.2  Alternative solutions to meeting Ireland’s renewable energy targets 

The Academy has examined whether Ireland’s renewable energy target of 16% by 2020 can be 

achieved in a more cost-effective manner, particularly as the EU Commission12 recently proposed 

that there be no national renewable targets beyond 2020. 

The Academy is of the view that the renewable target can actually be achieved with a substantially 

lower level of additional wind generation and a significantly lower level of capital investment than 

currently envisaged, through the installation of heat pumps for domestic central heating in rural 

Ireland and the conversion of peat-fired stations to biomass. 

Heat pumps 

The installation of heat pumps in 300,000 houses in rural Ireland, currently using oil-fired central 

heating, was proposed in the Academies Policy Advisory on “Achieving Ireland’s Energy and CO2 

Reduction Targets – An Alternative Approach”.  The Academy estimates that this would:  

 Produce a renewable energy credit equivalent to 1350 MW of wind generation 

 Reduce Non-ETS CO2 emissions by 1.3 million tonnes p.a. 

 Reduce energy import costs by €285 million p.a. 

 Reduce wind related investment by €3.0 billion and electricity sector capital investment 

requirements by €1350m, even if the electricity sector financed 75% of the cost of the heat 

pump installation programme 

 Reduce household heating bills by over €550/household p.a. 

Conversion of Peat-fired stations conversion to biomass 

The Academy recommends the conversion of the existing peat fired stations to 100% biomass firing. 

This is considered to be technically feasible, at an estimated total capital cost of approximately €100 

million.  

The Academy estimates that this would: 

 Produce a renewable credit equivalent to 860 MW of wind generation, assuming the biomass 

fired stations operated at 75% capacity factor 

 Reduce electricity sector capital investment requirements by €1825 million. 

 Provide 345 MW of dispatchable, synchronous, high inertia generation, with good primary 

response capability, all characteristics essential for reliable system operation 

                                                           
12 Ref EU Commission publication (page 14 of Energy Green Paper) 
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 Require the development of 115,000 ha of short rotation forestry (SRF), at an estimated 

investment requirement of €3000/ha or €345m. The area required is less than 4.5% of the area 

in the country under Pasture or Rough Grazing, as estimated by the CSO  

Both of the above measures would provide a substantial level of employment in areas of rural 

Ireland with few alternative employment opportunities 

The reduced level of additional wind generation then required as a result of implementing the above 

policies can be delivered with substantially less grid reinforcement than currently envisaged, indeed 

much of the required reinforcement can be achieved by upgrading of existing transmission 

infrastructure. 

4.3 Future of Moneypoint 

Moneypoint, because of its very strong transmission links, estuarine cooling and excellent bulk 

import capability is a key generation asset. The key question is which technology to use. When the 

White Paper on Energy was published in 2007 the view at the time was that Carbon Capture and 

Storage (CCS) technology would have advanced to a point where its implementation in Moneypoint 

by 2025 was an option. However CCS technology developments have been much slower than 

anticipated due to high costs, public opposition in some EU countries, renewables subsidies and the 

shale gas revolution in the US.  Thus CCS is unlikely to be a technically viable option before 2035.  

Many of the same factors, coupled with the impact of the tsunami on the Fukushima Daiichi nuclear 

plant, have delayed the development of a nuclear power renaissance and in particular the 

development of Small Modular Reactors (SMR’s) in the US, a technology option which the Academy 

believed was potentially suitable for Ireland and the Moneypoint site.  

While conversion of Moneypoint to natural gas firing has been proposed and would result in a 40% 

reduction in CO2 emissions per MWh, the Academy advises against such a development as natural 

gas can be used at much higher efficiencies in existing CCGT plants. Nor does the Academy consider 

the repowering of Moneypoint as a CCGT plant, as was done at Marina in Cork or Peterhead in 

Scotland, a worthwhile option as it would add approximately 1200 MW to the existing large 

generation capacity surplus and make thermal generation in Ireland virtually wholly dependent on 

natural gas.    

In the interests of cost competitiveness, security of supply and maintaining a diverse fuel supply for 

power generation, the Academy believes it would be advisable to continue the coal-fired generation 

at Moneypoint until at least 2025 and assess options again at that stage.   

 

4.4 Grid Related Issues 

4.4.1 Location of Future Wind Farm Developments 

Initially developers were of the view that wind farms had to be located in areas of highest average 

wind speeds to be profitable. Thus grid connection applications were concentrated along the West 

Coast, where grid capacity was inadequate, giving rise to Eirgrid’s grid reinforcement plans. More 

recently developers of export-oriented projects have focused on the East Midlands, which has a very 
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strong grid. But these locations do not strongly feature in the Gate 3 priority list, due to the late 

stage at which their commercial potential was appreciated.  

Now, with the uncertainty in relation to export-orientated projects, it may be appropriate to 

examine whether Ireland’s renewable energy needs could be more cost-effectively met if proposals 

were prioritised on the basis of least cost, rather than date of application as at present.  This 

approach would favour wind farm development in areas with existing grid capacity, such as the East 

Midlands.  

4.4.2 Grid Control and Stability Management 

At present in Ireland grid management is made increasingly difficult by the rising levels of wind 

generation and the relatively low level of interruptible demand. It had been anticipated that the 

increased penetration of Battery Electric Vehicles would increase the interruptible load capability, 

but this is clearly not going to be the case for the foreseeable future. Thus it is essential to examine 

other options. 

The installation of 300,000 heat pumps in rural Ireland currently using oil fired central heating, as 

previously recommended, would provide such a load, as these could be equipped for remote grid 

control, with no loss of functionality for the customer and provide approximately 350MW of 

switchable capacity during the heating season 

Recent Irish-based innovation in Smart Electric Thermal Storage (SETS) heating has the potential to 

further revolutionize domestic heating in the 140,000 dwellings in Ireland which currently use 

electric storage heaters.  It also has the potential for use in rural households which currently are 

dependent on solid fuel heating. 

These innovative storage heating units have much more controllable heat storage capacity (25 kWh) 

with ‘intelligent’ electricity intake and heat output. A further advantage of this new system is that 

the electric intake can be simultaneously remote-controlled, thus allowing system demand to be 

matched to grid generating capacity, which will be increasingly necessary as wind energy 

penetration further increases. Installing SETS heating in 140,000 dwellings, each with a load of 4-6 

kW, would give the potential to control 560-840 MW of grid demand.  

 These technologies have significant potential to reducing spinning reserve requirements and also 

reducing the expenditure now being proposed by Eirgrid in improving grid controllability. There 

widespread adoption would significantly reduce Eirgrid’s recently proposed DS3 €535 million capital 

expenditure to provide improved controllability.  This alternative demand-side management should 

be investigated and incentivised through regulatory measures. 

 

5. Need for a long-term Strategy on Natural Gas  

The world’s outlook for natural gas has changed dramatically in recent years.  The International 

Energy Agency reported in May 2012 that the world is now poised to enter a ‘Golden Age of Gas’.  

There is an abundance of gas resources in the world – sufficient for another 250 years.  Shale gas has 

become a ‘game changer’ for the US gas market in the past decade.  .  As recently as 2007, it was 

assumed that US would need to import large quantities of LNG.  The US is now essentially self-
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sufficient in gas and LNG exports are now being planned.   Shale gas developments have created 

over 2 million jobs in the US and the low natural gas prices are giving US energy-intensive industries 

a competitive advantage over European manufactures.  Natural gas is now substantially cheaper 

than oil and is forecast to remain so in the long term.  Natural gas has the lowest CO2
 emissions of all 

fossil fuels.  GHG emissions in the US have reduced in the past few years as utilities switch from coal 

to gas-fired generation. 

In contrast to the situation in North America, consumption of natural gas in many EU countries has 

fallen in recent years.  Consumption of natural gas in Ireland has declined from a peak of 58,239 

GWh in 2009/2010 to 49,510 GWh in 2012/2013 – a reduction of 15%13. Gas usage in the power 

sector declined by 30% during the same period.  There is a clear trend towards displacement of 

natural gas by renewables for power generation. Natural gas is now used for about 50% of RoI 

electricity generation compared with around 60% just a few years ago.   There has also been an 

increase in the use of coal and peat for power generation, displacing natural gas.  This perversely has 

actually led to higher overall GHG emissions in the electricity sector.    

In the Academy’s view, Government energy planning should be set on the basis that natural gas will 

continue to be one of Ireland’s primary energy sources for many decades to come.  Government 

policies should promote further development of the natural gas market in Ireland and investment in 

strategic gas infrastructure.     

The Academy believes that increasing the penetration of natural gas should be treated as a 

Government priority for environmental and economic reasons and the necessary regulatory changes 

made to incentivize business and domestic customers to switch from oil to natural gas.  

 There are many opportunities in the residential, commercial and industrial sectors to displace oil by 

natural gas.    Changing over to natural gas would have many advantages – substantially lower 

import costs, a reduction in Ireland’s oil dependency, lower CO2 emissions, better efficiencies, lower 

heating bills and increased competitiveness for industry.     For example, oil is still used for central 

heating in over 700,000 homes in Ireland including 300,000 homes in urban areas which potentially 

have access to a natural gas supply.  The Academy estimated that switching these 300,000 homes in 

urban areas to natural gas would save over €200 million each year on energy import costs and 

significantly reduce customer’s heating bills. 

The Academy’s recent Policy Advisory on Transport also identified opportunities for future 
conversion from diesel to Compressed Natural Gas (CNG) for fleet vehicles, and even use of 
Liquefied Natural Gas (LNG) in Heavy Goods Vehicles on international routes.  

In view of Ireland’s continuing heavy reliance on natural gas as a fuel, security of supply must be 

assured as highlighted in the  in the Academy’s Policy Advisory ‘The Future of Oil and Gas in Ireland’ 

which was published in February 2012.  Ireland has limited gas storage capacity compared with 

other countries in Western Europe – less than 20 days’ supply compared to an average of 50 days 

across Europe.  While the coming on stream of the Corrib Field in 2015 will alleviate this concern in 

the shorter term, the security of gas supply issue, including storage capacity in Ireland, must be 

addressed for the longer term. The issues of gas supply security and storage have become a lot more 

acute due to the recent unrest in Ukraine and as a result of the steady depletion of supplies from the 

                                                           
13 CER Report 14/134 (June 2014). “Electricity and Gas Retail Markets Annual Report 2013) 
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North Sea.  The Academy believes it is important that the Government should develop a long-term 

strategy to ensure both the security and diversity of Ireland’s natural gas supply as part of the 

current energy policy review.  

  

 6. Significant Potential for Further Energy Conservation and Efficiencies 

The principal focus of government energy policy has been on the renewable electricity target.  Some 

€8 billion has so far been invested on supply-side projects (mainly in renewable energy and in 

upgrading of electricity networks), while only €1 billion has been invested in demand-side initiatives 

towards achieving the Final Energy Consumption and Non-ETS CO2 reduction targets.  

 

Detailed recommendations on the most cost effective means of achieving energy conservation are 

contained in the Academy’s Policy Advisory on ‘Achieving Ireland’s Energy and CO2 Reduction Targets 

– An Alternative Approach’.  In the Residential Sector, the Academy recommends acceleration of the 

national insulation retrofitting programme, where it identified potential energy and emission 

reductions of 0.28 Mtoe and 0.66 Mt CO2 respectively. 

 

The Academy also recommends continued cost-effective energy efficiency improvements in the 

Commercial and Non-ETS Industrial Sectors, building on the successes of several initiatives 

pioneered by SEAI. There is a data deficit on energy usage in the Non-ETS Industrial Sector which 

needs to be rectified. The Academy estimates that ongoing initiatives in the Commercial and Non-

ETS Sectors can achieve energy and emission reductions of approximately 0.35 Mtoe and 0.73 Mt 

CO2 respectively. 

 

The Academy also sees considerable potential to reduce energy consumption in the Public Service 

Sector.  The initiative pioneered by the OPW is an excellent model for extension to the entire public 

services sector. There appears to be particular potential in improving energy efficiency in the energy-

intensive HSE sector. If the Public Sector requirement of 33% energy reduction is achieved, this will 

result in energy and emission reductions of 0.17 Mtoe and 0.3 Mt CO2 respectively. 

 

The combination of these initiatives can potentially achieve the 2020 required distance-to-target 

reductions in FEC of 1.1 Mtoe and 2.7 MtCO2 in emissions reduction.  These initiatives would require 

a total expenditure between now and 2020 of the order of €5 billion, mostly by the private sector, 

generally with short payback periods and with a potential for innovative financing. They would also 

result in increased VAT returns and almost €1 billion annual savings on energy import costs.  The 

Academy believes that investments in Energy Conservation and Efficiency programmes have far 

superior payback periods and greater employment benefits, to the Irish economy, than further 

investment in wind generation. 

 

 

7. Towards Low-Carbon Transport 

The Irish Academy of Engineering recently took a fresh look at national Transport Policy in light of 
Ireland’s “20-20-20” Climate Change commitments, economic recovery and the need to maintain 
and enhance personal convenience, mobility and safety, while simultaneously reducing the costs of 
goods transport for business.  
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The conclusions of this review were: 
 

 Transport motive technology is developing at an unprecedented pace. The fuel efficiency of new 
cars sold in Ireland has improved substantially in recent years, driven by EU regulation of car 
manufacturers and incentivised by the Irish motor taxation regime. By 2020, 60% of the national 
car fleet will consist of low-emission vehicles, reducing the fleet emissions footprint by 20%. The 
same trend is evident for Light Commercial Vehicles, reducing its footprint by 10% by 2020. 
Heavy Good Vehicles already feature high efficiency drive-trains, hence the best option for 
future emissions reduction lies in use of lower-carbon alternative fuels, and in higher levels of 
fleet operator and driver training, aided by on-board computer technology. 

 

 Information Technology (IT) has revolutionary disruptive potential. IT can facilitate ride-sharing, 
empowered by smart-phone Apps embraced by a tech-savvy highly-mobile younger generation. 
No longer is car ownership a necessity when Apps can readily find others travelling a similar 
route in either the urban or rural context. IT can also potentially revolutionise the efficiency of 
goods transport through finding new opportunities for load-sharing, consolidation of deliveries 
and promotion of back-hauling. 

 

 Transport Policy deserves a complete re-think, relating sustainability to occupancy levels. Cars at 
high occupancy levels are now more emissions-efficient than buses or trains at low occupancy. 
Public transport is therefore not necessarily more sustainable than private, and is so only at high 
occupancy levels, which arise mostly at peak times in the congested urban context. IT can 
potentially enable more sustainable ad-hoc off-peak transport service than scheduled low-
occupancy public transport. Anonymous “Big Data” on commuting and travel patterns can help 
optimise complementary public and private transport as never before.   

 

 There is significant potential to for greater utilisation of existing rail assets. Commuting from the 
Midlands into Dublin can be optimised by utilising the Phoenix Park tunnel to provide access to 
the IFSC area. Commuter and intercity rail passenger numbers could be expanded by completing 
and opening Kishoge Station as a major Park-and-Ride facility. There are also new rail freight 
opportunities in the context of reducing road traffic into the City. All these initiatives can help 
mitigate growing congestion on the M50.  

 

 Ireland’s energy use in transport could be reduced to 4.4 Mtoe by 2020 - slightly above the 2012 
figure of 4.2 Mtoe, but well below a 2011 SEAI projection14 of 5.4 Mtoe.   If the various 
recommendations in the Transport Advisory  are implemented,  transport emissions could 
actually be as low as 10.5 Mt CO2 which is below the 2012 figure of 10.9 Mt, and significantly less 
than the “With Additional Measures” 2020 figure of 12.5 Mt projected by the EPA in May 2014. 
There is also the very significant advantage that these combined successes can all be achieved at 
relatively modest overall cost to the Exchequer, while in parallel stimulating private enterprise 
and driving national economic growth. 

 
The Academy estimates that the combined savings achievable through energy conservation and 
transport optimisation can enable Ireland to meet its 20% reduction target in Final Energy 
Consumption. These savings can also enable Ireland to come close to its 20% reduction commitment 

                                                           
14‘ Energy Forecasts for Ireland’.  M. Clancy and J. Scheer. SEAI.  December 2011 
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on Non-ETS GHG, though achievement of that target may not be possible if agricultural sector 
emissions increase as envisaged 
 
 
 

8. Summary of the Academy’s Response to the Green Paper 
 

 A major rethink of government energy policy is needed as Ireland’s economic circumstances and 
outlook have radically changed since the 2007 white paper.  There is much to be learnt from 
failures in EU energy policy, which have also adversely impacted Irish energy policy. 

 In Ireland, a more integrated approach and full alignment of objectives are needed between 
Government Departments on Energy and Climate Change policies.   

 Ireland’s electricity and gas prices are uncompetitive.  Restoring price competitiveness must be 
an over-arching key focus area in the White Paper. 

 There is no requirement to build any additional generation capacity to meet demand in the next 
decade, as there is a current large excess in generating capacity, and growth in demand in the 
next ten years is projected to be very modest. These considerations also imply a thorough re-
assessment of current transmission priorities. 

 Ireland needs to develop a long-term strategy on natural gas.  Government energy planning 
should be set on the basis that natural gas will continue to be one of Ireland’s primary energy 
sources for many decades to come.  Government policies should promote further development 
of the natural gas market and investment in strategic gas infrastructure. 

 A major rebalancing of investment is suggested away from renewable generation towards 
demand-side management.  There are better and more cost-effective means of achieving 
Ireland’s 20-20-20 targets – such as through heat pump installations, conversion of peat-fired 
stations to biomass, enhanced initiatives on energy conservation and efficiency. 

 More innovation is needed in transport policy.  The Academy sees potential for the reduction of 
both 2020 transport energy usage and GHG emissions by 15% below current predictions, while 
enhancing personal convenience and road safety and also lowering the costs of goods transport. 

 The Academy believes that by adopting the above changes in Energy Policy, Ireland’s 20-20-20 
targets become achievable at lower cost, with more competitive consumer prices and greater 
overall benefits to Ireland’s economy. 

 


