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European Climate Change Policy in a Global Context

Michael Grubb

Introduction

The purpose of this pgper is to andyse the evolution and Sate of
palicy towards dimate change in the European Union (EU), to asess
progoedts for the EU medting its carbon dioxide CO, emission target,
and to consder future options for EU dimete padlicy and ther
internationdl implications. Because detailed accounts of the Sdenceare
available dsawhere, for this paper it is sufficient to say that, dthough
there have been sgnificant advances in agpects of our sdentific
underdanding, for policy purposes we reman uncatain but
concerned:

- uncertain because, dthough the science is beyond dispute a the
mod fundamentd levd (j.e that greenhouse gasessuchasCO, act to
wam the earth's surface and that human emissons are incressing
their concentration), we do not understand adequatdly the various
positiveand negative feadbacks assodiated with thewater cyde and
longerterm responses associated with neturd carbon and methane
cydes, nor do we undergtand the critically important issue of oceen-
current behaviour;

- concerned because we know thet CO, and (to alesser extent) other
greanhouse gas emissons are meking a large perturbation to the
naurd balance of flows of greenhouse gases and thet this must
utimady afect dimatic paterns and possbly the oceancurrent
flows that we bdieve have ben implicated in pegt dimatic
indahilities

Since concerns about humardinduced dimatic changefirgt emerged as
amgor pditica issue in the mid- to late 1980s, governmentsin the
European Union and Scendinavia have been in the forefront of efforts
to dart addressing the problem. Some EU countries and later the EU
itsdf, adopted unilaterd emisson gods and sought to follow these
through with polidesto limit particularly CO, emissions Building upon
this, the EU sought to leed theinternationd processestablished by the
UN Generd Assambly towards a srong Framework Convertion on
ClimateChange

The Convention which emerged from this process, Sgned by 153
countries at the UN Conference on Environment and Devdopment &
Rioin June 1992 (and by severd moresince), now formsthelegd bess
for theintemnationa devd opment of responsestothedimate prablem.

International Importance of EU Climate Strategy

EU EmissonsintheInternational Context

Fgure 1 shows the contribution of different regions to fossilfud CO,
emissonsin 1993, in terms of emissons per cgpita. compared agang
population (the product—the areaof the blodks—isthusproportiond
tototal emissons). The USA weasthebiggest emitter, accounting for 25
per cat of the giobd tatd; the countries of Centrd/East Europe,
induding Russa, in totd accounted for ancther 17 per cent, hut
fallowing the bregkup and economic contraction of thisregion, the EC
is |eft as the second-higgest cohesivie economic group, emitting 14.5
pe cent of globd CO, emissons (the accession of Audria and
Scandinavian countrieswill add anather per cent or ). Emissonsfrom
devdloping countries are riging rapidly, and now account for over a
quarter of theglobd totd.

On a percapita besis the USA is again the most profligete emitter
and formsadiginct group dong with Canedaand Austrdia; European
per-capita emissions are in arange smilar to Japen and (now) to the
former USSR, & about hdlf thislevd. Onthismeeaurethereisabig gulf
compared with most devel oping countries where emissons per capita
aetypicdly sverd timeslower thenindeve oped countries.

Because of this and differences in wedth, and the fact tha the
devdoped oountries have dominated emissions higoricdly,
devdoping courtries have teken the attitude thet tehilization of
emissons from indugtridized countries is a precondition for them to
condder any subdtantive abatement action. The economic collgpse of
the former Soviet Union meens that emissions are contracting there
ayway, and predudes them from taking amore active podtion. The
focusisthusupon OECD countries

The US Clinton Adminidraion published its nationd
draegy for 19902000 dahiliztiott of greenhouse gases
rddivdy ealy, as dd the United Kingdom. Jgen hes
commited to a tageg of pecguita 1990-200 QO
debliztion, published an Action FAan to Aret Globd
Waming, and is woking on more ddaled messures
Japan has d0 emphadzed the longtem nature of the prablem,
ad technologicd draegies towads this long tem. Action
in dl three of the OECDs mgor economic groupings is
importat, but there is a paticulaly drong spatlight upon
Europe, which led the dedaaions of emissons dabilizaion

GREEN GLOBE YEARBOOK 1995

41



tonnes of carbon/capita

=)

Uy
N3

yssN Bwio4
adoin3g Lyi0|

Population (billion)

sn
epeued

BILBWY Ule’

Fig. 1. Carbon emissions per capita and population, 1993

(Source Derived by theauthor from BP Satistical Review of World Energy (1994) and World Population Progpects UN).

but which hesyet to agree on any coherent Strategy for achievingit.

Internal Differences TheEU asa‘ Test Casg and
Nucleus
Anather reeson why the EU position isimportantisbecausein severd
waysthe EU represrtsamicrocoamof theglabd prablem. EU member
countries vary with respect to economic and indiitutiond factors, and
someaf the problemsfaced by the EU reflect thosethat could arise, on
alarger scee, a the globd levd in the negatiation of a co-ordinated
dimetechange drategy. Thereisa‘ North—-South’ dimengion, withfour
oourtries in a markedly less advanced devdopment Sage Soan,
Portugd, Irdand, and Gresce. Therr rdatively homogeneous economic
Stuation is the bads for their common position on some agpects of
dimeate change palicy: these‘ cohesion countries' do not wart to beer
the responghility for past emissions of other EU countries, and they
fear any condraint on energy consumption as anobdadetotheman
am of economic growth. Moreover, the econamic cods of limiting
emissons to 1990 leves would be higher for the currently less:
devedoped countries as their economies are likdy to grow fader, ad
dat from a lower beds Climae pdicy dedaraionsin the EU have
recognized the digparity, and thet emissons from these countries are
likely to grow inthe context of overal gahilization, reouiring reductions
from someather member dates

Beside the decison on the extent of action, economic fectors do

dfect the chaice of pdlicy indruments The same drategy will have
different codts for different countries depending on the economic
dructure, exising taxation (averege fosslfud pricesin EU countries
vary manly because of differing taxes), and resource availability. For
example, in the discusson on the carbon tax, the Sze of the nudear
contributionin France has mativated support for atax entirdy based on
the carbon content of fudsrather than on amix of carbon andenergy;
theopposteistruefor Germany. Also, Smilar indrumentswould not be
equdly essy or efident in dl countries given their differing paiticd,
cultural, and economic Stuations.

Pdliicd and indtitutiond variaions indude the generd nationd
goproech to palicy-meking, oedfic dements tha influence the
padition on the particular dimeate change issue and the Sate of the
debete on sovereignty, subddiarity, and the strength of EU decision-
meking powers Wynne? draws a distinction between a ‘top-down’
goproach centred on forma palicy ingtitutions (eg. the Netherlands,
Gamany), and a ‘bottomup’ gpproech (eg. the United Kingdom) in
which diverse adtors other then the formd inditutions play an
important role in palicy devdopment and implementation, rather then
smply adapting toit. Acoeptance of pdliciescan dso beinfluenced by
other devdopments for example, the United Kingdom population is
mogt unlikdy to acogpt additiond energy taxation just dter the
government has fought to introduce VAT on domestic energy
conaumption.

All these differences complicate the process of achieving agreament
arong EU ooutries but they ae gmdl  compaed
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with the differences thet exigt a the globd level. Compared with the
differences betweenthe USA, Russig and Ching, for example theEU is
quite a homogeneous group, with strong co-ordinating indtitutions
dready in place If conarete internationdl action to counteract globel

waming has any chance of being taken in the neer future, it will be
eesier for asmal group of rdativdy homogeneous countries Such as
EU mamber datesto take the lead. Such action may dso demongtrate
posshle avenues for implementing agreements between dates with
different economic conditions cultures, and sengtiviies The
demondration effect of EU palicy may thus srongly influence the

goproach teken a the globd levd. Furthermore, there exidt various
waysinwhich aninitid codition—such asthe EU—may itsdf foma
nudeusfor an expanding regime, over and abovethefact andimpact of
palitical leedership? Hence theimportance of EU dimete palicy for the
world.

The Development of EU Climate Policy*

The EU CO2 Sahilization Dedaration

The European Community hastaken aforward stance on theissue of
dimate change, and CO, emissionsin particular. EC mamber countries
were amongd thefirgt to adopt targets for limiting CO, emissions and
to urgetheinternational community to negatiateabinding Converttion
induding emission condraints The decison with the sngle grestest
impact on the development of theissue, bathwithintheEC and onthe
broader internationd discussons, was the dedaration by the joint
Coundl of EC Energy and Environment Ministers of Member States,
on 29 October 1990, that: “The Europeen Community and Member
Saes assume that other leading countries undertake commitments
dong [amila] lines and, acknowledging the targets identified by a
number of Mamber Sates . . . arewilling to teke adtions a@ming a
reeching dabilization of the totdl CO, amissonshy 2000a 1990levd in
theCommunity assawhde’

Thisfdlsinto the pattern of ‘ condructively ambiguous dedarations
thet mark many steges of the devdopment of dimeate pdlicy, most
notably the Convention itsalf; it expresses ‘willingnessto take action
amnga . . ), ad ‘asumes that other countries will take smilar
meeaures, but does not make the god explicitly conditiona upon such
adion. TheUN Climate Convention, which the Europeen Union Sgned
ometwenty monthslaer a Rio, rateratesthis*aim’ for dl indudtridized
country Sgnatories

The EU's CO, sahilization god hes bean repestedly reffirmed, most
importantly with the EU Coundl's Monitoring Dedsion—a legd
indrument in terms of EU lav—that contains a preamble highlighting
repegted regffirmations of the god (seebdow). Also, bath the process

and outcome of devel oping the Convention have added gregtly tothe
gausand importance of the EU'scommitment. Torenege uponit now
would undemminethe UN Conventioninthevery areainwhich the EU
fought hardes for dronger wording, and would be used by
developing countriesasaprimafacie resson why they should not teke
sgnificant action. Given thet the target hes dreedy been regffirmed by
the Union's Coundl of Minigers it would dso make the EU look
fodlish, if not actudly devious Accordingly, there are now strong
pressures to ensure thet the EU gtabilizetion god is not abandoned,
andtofindwaysof achievingit.

Sahilization by the EU is nat the same thing as sahilization by dl
individud dates, sncetheformer dlowsemissons by some countries
toincreese if others reduce accordingly. Thelessdeve oped Cohesion
countries—natebly Spain, Portugd, Gresoe, and Irdand, which start
from abase of pa-cpitaemissonsfar bdow the EU average—medkeit
plainthet they wouldnot sabilizetheir ownemissons They Sgnedthe
Convention on the same besis drawing on the provision for joint
implementation of the stahilizetion goa—namdly, their partidipetion in
the EU goa—astheir commitment. The Coundl Dedaraions and the
Monitoring Decison, dearly recognizethet these countriesarelikdy to
increese emissons—and by implication thet others in the EU mugt
reducecorrespondingly toachievethecallectivegod.

To meet thelegd requirements of the Converttion, afull EU report,
detalling Srategy in place to achieve dabilization, should be lodged
with the Secrdariat by 21 September 1994. The difficultiesin prepering
this—whicha thetimeof writing ssemunlikdy toberesalvedintimeto
mest the deedline—reflect the fundamental dilemmas and unresolved
tendonsin EU dimetepdlicy.

EU CO2 Emissons Sahilization: National Conpaosition
The EU's gahilization god was not arandom choice: Nor did it reflect
smply a recognition that such 1990-2000 dabilization wes fast
becoming astandard symbalic and psychol ogica demondrationtothe
developing world thet developed countries could, and intended to,
dart addressing the problem by a leest ensuring thet ther CO,
emissons did not continue to rise. It was d<0 a reflection that the
targets dready dedared by member countries, if achieved, would be
admog affident to achieve 1990-2000 gahilization acrassthe EU. This
is indicated in Teble 1, which shows various mesaures of 1990
amissons by member countries, and the dedared nationd emission
targets Set againg these are the emissons projected in the absence of
any abatement messures for the Reference Scenario cdculated by the
Europeen Commission'sEnergy Directorate”

The table illusrates seved points aout the EU Studion
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EU Monitoring Decision (passed by Council of
Ministers, March 1993)

Whereas on the Sgning of the Convention the Community and its
Meambe Saes redfirmed the dgedtive of dahlization of CO,
amissonshy 2000a 1990levd inthe Community ssawhde. ...

21 The Member Saes gl devise publish, and implement
nationd programmes for limiting their anthropogenic emissons of
QO,inorder tocontribute (i) tothedabilization of CO2 emissonshy
2000 & 1990 leves in the Community as awhole, assuming thet
other leading countries undertake commitments dong smilar lines
and on the understanding [of burdenshaing giving spedd
dlowances for poorer EC mambadq . . . (i) the fulfilment of the
commitmant . . . in the UN Framework Convertion on Climate

Change

22 EechMembe Saedd| . ..indude. . . ddalsof nationd polides
andmeeaures. . . andtrgectoriesfor itsnaiond CO, emissons. .. to
200

5.3 The Commisson shdl evduate the nationd programmes in
order to assess whether progress in the Community ssawholeis
auffident toensurefulfilment of thecommitments. ..

54 The Commisson sl report to the Coundl and the European
Paliament the reauits of its evauation within Sx months of the
reogption of thenationd programme

6. After the firgt evdudtion . . . , the Commission shdl annuelly
asxssin conaultation with theMember Sateswhether progressin
the Community as a whole is auffident to enaure thet the
Community isontrgectory tofufil thecommitments. ..

Totd emissonsare dominated by Garmany and the United Kingdom,
andthenltay and France Therearewidedifferencesinthesarting per-
capitaemissons with those from Garmany and the United Kingdom
baing about twice the levd in Spain, with Portugd even lower. This
reflects different patterns of economic devdopment, but dso other
fectorslike dimate and energy-supply mix, asindicated by therdativdy
low percapitalevd of Franceand Italy.

Thereference projectionsindicated that CO, emissons exdudingthe
former Eagt Gamen taritary (‘dd-EC), were expected to rise sbout 13

per cant above 1990 kvds by 2000 in the absence of abatement
meeaures. The Commisson acknowledged condderable uncartainty in
such projections—and outlined dso a ‘higher growth’ scenario in
which emissons by the year 2000 from the big four (Gamany, the
United Kingdom, ltaly, and France) are 3-5 per-cant higher theninthe
referencecase’

TheFive-Part Srategy

The year 1990, with the completion of the Maestricht Treety and
confident movement towardsthe* 1992 Single Europeen Market, wias
the year of pesk optimiam about Europeen integration. In the dimate
discussons, the European Coundl dedided vary early on that an
arangement of explidt burdenshaing through netiond emisson
targets was not gppropriate for a converging Community, and the
Europeen Commission was,in 1990, asked by member govemmentsto
prepare an ECwide strategy for tumning the projedtions of 12-14 pe-
cent emissons increexe into a collective dabilization. Extended
dscussons and to some extent commandesring of exiting EC
programmesfor addressing Europes energy neads, led to afivepart
drategy being advanced by the Cormmisson, backed up by aseriesof
andlysesand discussion documents”

- direct mesasurestoimproveenergy effidency throughimplementation
of the exising SAVE proposds (Spedific Adions for Vigorous
Energy Effidency) for aseriesof Diredtivesonenergy effidency dan+
dards It was etimated that thesewould reduce EC CO, emissonsin
2000by 3 per cent bdow thereference prgjection;

- drengthening of exiding messuresfor promoating the dissemination
of better energy converson and usetechnologies primarily through
new phasssinthe ECs THERMIE progranme Thesewereetimated
to save anather 1.5 per cant of projected CO,aemissons TheJOULE
programmefor energy RD& D would dso encouragedeve opment of
better technol ogiesprimarily for longe-term reductions;

- aprogramme of support for renewable energy technologies which
amaged asthe ALTENER Directivewhich sat god sfor the contribu-
tion of renewable energy. Thiswould havemost impect efter theyear
2000, but was projected to reduce emissonsby ancther 1 per cent by
thet yesr,

- acombined energy/carbon tax, to be introduced  alevd of three
dallars per bard of al equivdent (USH3boe) in 1993, risng by
USLboeannudly toalevd of USE10Moein 2000° Theredudtionin
year 2000 emissons would be ‘between dightly more then 3% and
ome 55% of the 1990 levd acoording to the policy stance on
industry exemptionsand theway of taxing dedtridity’; and

- additiond meesures teken by Member Sates which would
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Table 1. EU CO2 emissions: 1990 levels and projections for 2000

Country COz2 reduction target (%) 1990 emissions Projected emissions to the year 2000
(Million tonnes of COz2) (Million tonnes of COz2)
% EU Per capita Total CEC reference* National targets
Belgium -5 (2000,1990) 4.0 11.2 112* 121.7 106
Denmark -20 (2005,1988) 1.8 9.9 51* 65.5 48**
France stabilization at 2tC/cap  13.2 6.5 366* 431.4 425
Germany (West) -25 (2005,1987) 25.5 11.3 709 800.6 674**
Greece +25 (2000,1990) 2.7 7.4 74* 96.6 92
Italy 0 (2000,1990) 14.4 6.9 400 464.0 400
Ireland +20 (2000,1990) 11 8.8 31 36.0 37
Luxembourg 0 (2000,1990) 0.5 35.1 13* 13.7 13
Netherlands -3 to -5 (2000,1989) 6.6 12.2 182 178.1 177
Portugal +29 to 39 (2000,1990) 14 4.1 40 57.0 55
Spain +25 (2000,1990) 7.6 5.4 211* 259.8 263
United Kingdom 0 (2000,1990) 21.1 10.2 587 614.1 587
EU12 0 (2000,1990) 2,776 3,138.5 2,877
% increase relative to 1990 13.1 3.6
Germany (East) 10.7 18.3 298 236.8 n.a.

Notes:* Data from Commission of the European Communities, ‘A View to the Future’, Energy in Europe, special issue (Sept. 1992), CEC-
DGXVII, Brussels. Otherwise data are taken from national plans or statements.

**In figures for countries which have a year-2005 target, 20% reductions are estimated as a 5% reduction achieved by the year 2000,
because many measures can contribute substantially only after 2000.

report their nationd strategiesto the Commission, which would then
be empowered to monitor and review them, and if progresstowards
thetarget wereinadeguiate, proposenew messures.

Ful implementation of the Community-wide messures would thus
reduce projected emissons by 85-11 pe cat, leaving arather smdl
gap to be filled by additiond Member-Sae initiatives under the
‘monitaring’ proposas.

It was origindly intended by the Commisson (end indesd
governments) thet this package of meesures would be agreed by the
Europeen Coundl of Minigers before the Rio ‘Eath Summit
Conference However, agreamat of a drdt diredtive on the
carbon/energy tax by the Commission proved to be vay difficut.
Concernsbout theimpect of thetax onindudtrial competitivenessled
to subgtantid exemptions for energy-intensive indudtries, and it was
dedided (duepartly todedtridity tradecomplications) that thetax should
goply to dedtricity output rether then input fuds both weeken the
impact onemissons limiting thelikdy emissonreductionstollitlemore
then 3 per cantt of the reference projection by 2000. In afurther aucid
change, the tax proposds were dso made’ ‘conditiondl on the
introduction by other member countries of the OECD of agmilar tax or
of mesaures having an finendd impact equivaent to the measures
providedfor inthisDirective .

The falure of ather OECD countries to implement such fiscd

meeaures hasbeen part of thejudtification for thaseopposad tothe EU
tax proposas, but the opposition lies degper. In presenting its March
1993 budget the UK government signdlled fundamenta opposition, in
dedaing thet it would not accept taxes ‘imposed by Brusels and
announdng a very different padkege involving VAT on domedic
energy, and geadily risng vehide-fud exaseduties Indesd, by thetime
the Commisson prested its fivepart package the winds of
Unification hed turned 180 degressto re-emphesizetherdeof nationd-
leve palicy-meking (subddiarity), and therewasagenerd dedineinthe
priority accorded to environmentd concemns as Europe sark into
recesson. Climate pdicy wes one of the ealies vidtis of these
changes Of theCommission'sfivepart strategy:°

- the tax proposd is essantidly deed for the presant. Nether the
Cohesion countries nor the United Kingdom show any willingness
to acogpt @ harmonized energy/carbon tax, and it now seams dear
that Denmark is the only EU country prepared to push aheed with
oneonitsown;

- the SAVE programme of energy effidency sandards hes been
largdy saorificed on the dtar of subsdiarity, with an underganding
thet member dates are freeto pick and choose mesaures, subject to
BEU compditionlaw;

. the THERMIE progamme for promating eneagy-dfidet
technologies through demondration and enhanced diffuson
schemescanonly mekeamargind contribution;
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- the ALTENER programme for promating renewable energy
techndlogies likewise can have little impact by 2000, because of
inherent timing condtraintsand lack of funding;

- thereauitisto placenearly dl thewe ght upon thefifth component of
the drategy, namdy the* monitoring mechanism’ by which Member
Countries devd op and submit to the Commission their own nationa
grategies for abatement—which presumably have to subsumethe
origind SAVE proposalsand considerably more™

Thecentrd placenow givento nationd strategiesisreflected inthefact
that the Monitoring DediSon is the only subgtartive piece of Union
legidationyet to have passed through Coundil. Asindicatedinthebox,
it estdblishes alegd and inditutiond besis for working towards CO,
gahilizationinthe Union. The problemisthat the nationd programmes
submitted under thisdo not convincingly add up to EU stehilization.

EU Emissons Outlook

With the exoeption of the United Kingdom moving its target dete for
reuming emissonsto 1990 levds farward from 2005 to 2000, little has
changed in the emisson commitments by Member States snce 1990.

Thenaiond targets set would kegp old-EC emissionsgrowthto 36 per
cent above 1990 levds with nearly dl thedifference (compared withthe
CEC refgence soanaio) coming from abatement in Gamary, Itdy, the
United Kingdom, Bdgium, and Denmark; ™ Spanish emissonswould
increase to nearly 10 per carnt of the totdl.™ However, if the collgpsein
Q0, emissons from the former Eagt Gamay proected by the
Commisson does materidize and § incorporated, and the rest of

Gamany wereto achieve the ssparate reductionsilludrated in Teble 1,
thishringsthetotd towithinaper cant or two of datilization. Therefore,
there are hopes that the problem of projecting 1990-2000 gahilizetion
will olveitsdf.

But there are three problems with this negt solution. Firg, the
ambiguity of thecentraly important Germen position, aising bath from
the fact of Unification during the 1990 bese year, and the fact thet a
Gaman god o prgection for 2000 has never been presented—at the
time of writing, Germeny thus remainsin breech of its legel dbligetion
under theMonitoring Decison. Secondly, evenif onetook theplansa
facevaue, aper cant or two morereduction across Europe nesdseither
mogt countries to agree to a bit more then current gods (which are
mogtly smplenationd gtahilization), or oneor two countriestodomuch
more—and neitherispditicaly Smple

Thirdy—and mog importantly—someof thenationd plansand the
asdiated emisson gods frankly look implausble Thefirg round of

nationd plansaredf very vaiigblequdity and somearelitiemorethana
combination of ‘budnessasusud’ projections with alig of technica
options for emissons limitetion. Thisis essentidly the experience thet
the Commission hed dreedy gone through by 1990. As experience
shows, the centrd issues are to do with palicy and implementation.
Also, projectionstend to swing with theeconomic mood: therecesson
induced hopes that the god would achieve itf, but the gradud
emegence from recession during 1994 is lowering the percaved
credibility of such projections

Ways Forward _

Thé EU Report to the Conference of Parties

The mog immediate dlemma fadng the Commission & the time of
writing iswhat to report to the Conference of Parties The discusson
above indicates the fragility of emisson projedtions. Given the gift of
Eagt Gamen reductions, Europeiswithin griking disanceof 1990-2000
gahilization, and theblunt fact isthat it could choosethe projection thet
best quitsitsinterests

But it is undesr where those interests lie For the Commission to
question, inan offidd report toaUN body, the veradity or rdighility of
reports and projections submitted by Meamber Sates is a best
paliticaly tricky; and to state thet Europewill not meet thetarget thet it
hes 90 often berated others for not formaly adopting is scarody
feesble Blind acogptance of the nationd projections coupled with
judicious choice of emissons baseline ddfinitions (for example inthe
trestment of emissons from Eagt Gamany and acoession countries),
and/or dight modification of somenationd targets could dlow Europe
to present a picture of being on track. For the Member Countries this
would bemogt gopeding.

But for the Commission, the resuiiting implication thet nathing nesds
to bedonea Community levd would not be o attractive. Perhgpsthe
mod likdy outcome, thereforeg, is to admit uncatainty: if dl Member
Sates ddive ther promised projections, Europe might reech its god,
but this il depends upon palicies yet to be ddivered and uncertain
projections. Consequently there is likely to be a nead to revist, and
fundamentdlly recondder, Community-wide pdides to limit CO,
emissons—a condusion which is somewha embarrassng to admit
globdly, but which would suit the Commission perfectly well and is
probably themost honest assessment.

ThePdlicy Dilemma

This outcome would bring the Community dmogt ful drde
to the situdion in November 1990, and save to emphesze
tha whilg the EUSs commitment to gabilizdion is an
important  gep, the red dfficllies a < often in
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evironmentd palicy, liein the implementation. There nesdsto be a
fresh look at the prodlems, and recognition of the specid difficulties
involvedin eddressng apervadveand crudd sector likeenergy, inthe
complexandevalving pdlitical meke-up of the EU.

Wha are the fundamentd dilemmeas? Brute palitics asde, they liein
the fact that the palides required to implement emisson condraints
logicaly invalveadtiona avaigty of levds combinedwithalack of red
incentives on the part of member satesto contribute to the collective
god. For some of the rdlevant meeaures, such as efficiency sandards
ontradesblegoods, theredearly isastrong casefor harmonizing action
acrossthe EU. Thereare sound ressons d o for seeking to harmonize
fiscd meeaures; though varigtionsin existing tax Sructuresand political
dtitudes creete genuine difficuities and these, combined with the fact
thet tax isues require unenimity, have so far proved poweful
obdtades Yet, having other messures established a the Union levd
meakes little sense: buildingHinsulation standards are very rdevart, for
example, but no onetrades buildings and evenif they did they would
herdly wart the same sandardsiin Portugd asin Denmark. Indeed, dl
kinds of issues—the fom of utility regulation, VAT digortions,
trangport palicy, and so on—dfect CO, emissons anditisdearly not
redidic to suppose that dl of these can or should be co-ordinated
acrosstheEU aspart of theahilization palicy.

This combined with the broeder palitical and culturd differences
between Member Sates mekes it dear thet the key energy-palicy
decisons reguired to gabilize emissons cannot and should nat dl be
tekencartrdly. Y et thegod remansinherently acollectiveone

National Emisson Targets
An opposite gpproach to thet of centrdized devdopment of energy
paliciesfor limiting GO, is Smply to negatiate CO, emission targetsfor
each Member State, such that thetotd addsup tothestabilizetiongod.
Inform, thiswould bejust likethe Large Combudtion Rlant Directivefor
limiting Sulphur dioxide emissons This hasthe politica advantage of
bang avery smple and well-understood gpproach, which leavesthe
spedific energy-palicy dedisons required to medt the emission targets
totheMember Sates

Inonesense, theexigence of nationd targetsdready dedared means
thet Europeisdready someway down thisroad. But there are severd
problems with relying on these nationd targets, backed up by the
Monitoring Directive Mogt importartly, it is far from dear how
sgrioudy some governments will ensure that har targets are met,
becausethereisno directincentive—other then palitical facesaving—
for enauring this The Commission, through the Monitoring Directive,
can sound thedert when nationd polidesarenot adequateto mest the
dedared emisson gods—and it has done so. But what Sepsarethen

open?

Attempting to conveat exiging nationd tages into legd
commitments through adirective andogousto the Large Combustion
Hant Diredive for SO, faces a number of problems Thee aise
prindpdly because CO, is a much more fundamentd issue with
potentidly higher costs and much less scope for dosdy targeted
reductionsinemissonshy indalation of deartup eguipment.

Thusin the context of CO,, the gpproach of setting fixed nationd
targetsisnat flexible, because the process of setting such targetsis o
fraught and difficult pdliticaly thet the progpedts for revising the
digribution of emissons between countries if this proves judified in
the light of nationd trends and experience, 5 negligible Thissame
fector crestesavery powerful incentiveondl the negatiating partiesto
enaure that they get the highedqpossble emisson target, with
maximum heecroom for uncartainty inemissons

Nor issuchasysem efficient, becausethetargetsmight requiremore
dfficult or high-cost messuresin one country whilst Smpler aboetement
opportunities dsawhere reman unexploited; an argument thet hes
dready been used to oppose such asystem. Also, an agreement on
fixed and binding emisson targets would give no incentive upon
countries to do better then ther negotiated target. If some breeched
their target, then—quiite gpart from the quedtion of what sanctions
might beinvoked—it is most unlikdy thet other countrieswould sesk
to excead thers auffidently to enable the EU god to be met. On the
contrary, it now ssems likdy thet cartain EU countries could reedily
‘overachieve thar target, and a present they have an incentive to
Oefer abatement polides o asto leave themsalves with ahigh basefor
Ubssquent negotiations On such asystem, the EU would lose mogt
of the potentid benefits of being a union. In the aftermeath of the
October 1990 dedaraion, the goproach was cursrily examined and
politicaly rejected.

Tradable Emission Quotas Principles

A way out of thisdilemmacould beto negatiateinitia netiond emisson
‘quatas , but withthecriticd digtinction thet theMember Sates, or their
indudtries would befreeto‘tradet themwith athers Inather words, the
Union could cregte ‘emission quotes for carbon totalling the areedy
agyedlevd (i.e gabilizationin 2000 & the 1990 level) and negatidte an
initid divison, but these would nat form fixed targets Patidpants
would undertake to ensure thet their emissonsinthetarget year (2000)
do not excead the quatasthey hald in that yeer. If ther initidly agresd
quaota dlocation proves inaufficient, they would have to obtain, from
other Member Saes additiond quotas Thus, some countries
ocoud leg ther emissons excesd ther intid dlocation if
they obtan quotas from others whoe abaement efforts
leave them with spare—and who would thus be rewarded
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accordingly.

Inesencethiswould cregteaninternd EU ‘market’ inentitlementsto
amit CO,, and harmness market incentives for the purpose of achieving
thedabilization god. Therewould beadirect incentive on dl countries
to minimize emissions (ather to minimize the payment for quotas or to
maximize the revenue from sdling them) irespedtive of whether they
wae meding ome preddined ndiond tage.  Nationd
bureaucradies—and in patticular finence minigries—would be faced
diredtly with the fact thet CO, emissionsinvolve atangible cogt, and
could thus bdance interndly the benefits of congtraint againg more-
treditional energy palicy gods Ultimatdy, the ‘pricg of such quotas
should s#ttle a a point which reflects the leest costly way of meeting
the gabilization target anywhere in the Union. The efficency benefits
could be consderable one dudy suggests that the costs of an
gpproach which dlows such inter-country flexibility could bejust one-
fiftieth of the cogtsinvalved if each country were bound to gahilizing
QO emissonsindivicugly™

Such a system enaures that the cdllective god  of dabilizing totd
emissonsisataned, becausethisisesablished by thetota number of
guotas issued. But it is much more flexible then the alocation of fixed
targets It isdso fully condgent with the ‘ polluter pays principle by
ensuring that increesesin emissonsabovetheagreed initid quotasare
peidfor, and additiond condraintisrewarded.

Governments would retain control over the palidies used to limit
emissons, but components could be adjusted for mutud benefit under
the broad thrugt of overdl EU harmonization. The Commission could
dill promate Europewide components to energy and dimeate palicy;,
indesd, governments might be more receptive to them because the
bendfit of limiting emissonswould be maretangible Energy pridngis
important, and reform of tax systems to place gregter weight on
enargy/carbon taxation over timeis an important Strategic component
of dimate palicy; such measures could and should continue to be
promoted in concert with a tradable quota sysem. But nany other
meeaures would be revant, and a harmonized tax agreement across
the EU would not be the focus of success or failure to achieve the
sabilizaiongod.

The gpproach would thus provide an effident and feesble way of
mesting the dedared god, whilst being conggtent with two mgor
policy principles enundiated by the EU and agreed by the Member
Saes the subsdiaity prindple by devolving the detailed energy
policy decisorHmaking as far asis condgtent with Union objedtives
andthepalluter-paysprindple

Tradable Emisson Quotas Practicalities
Obvioudy, setting up such a sysem would be complex and would
require bath analysis and negatiations to address arange of complex

quegtions concerming alocation, management, and practical operation
of suchasysem, ascompared with thedternatives Many of theseare
conddered dsawhere, in amore detailed study conducted between a
number of Europeenindtitutes™

Negatiting the initid dlocation of quotas would inevitably be a
paliticaly fraught and difficult process, though as experience to date
revedsit is not unique in facing the prablem of negatiating ‘burden
shaing’, which ultimately hesto befaced in any substantive EU effort.
As compared with fixed targets the difficuities might be eesed by the
added flexibility: countries would no longer haveto e on the Sde of
extreme caution because of uncertainties about being able to meet
paticular emisson targets It could o offer apaliticaly feesble way
out from exiging dedarations about the unecceptability of particular
tergets

Although this is introducad in the context of the 1990-2000
gahilization god, in practice it makes most senseif developed as an
ingrument for emissons control over alonger period. Thisrecognition
could ds0 essetheinitid development of the sysem. Countrieswould
negatiate in the knowledge thet the god of 1990-2000 d&hilization is
likely to be but the first sep, and thet if a tradable quota sytem is
edablished asan effective andeffident mecheniam, therearelikdy tobe
further rounds of dlocation. A country which ends up with alarge
surplus of quotas in the year 2000 would be pressured to a lower
dlocation in subsequent rounds; and if the Stuation arises because it
held out for an unreasonably high dlocation, basad on implausibly
high prgedtions of CO, emissons, the credibility of its negatigion
positionfor subsequent roundswould be serioudy weskened.

Furthermore, thisopensthe possihility of *banking’ quotasfor future
use In ather words if, under the incantive of the sysem, it proves
possibleto do better than the stahilization god, and the price of quotas
drops correspondingly to low levds, parties with pare quiotas could
dettto‘bank’ themfor later use—or for sdlinginthefuture—based on
thar expectation of how much emission condraints may tighten efter
2000. Thishathimprovesthe sahility of the syslem and improvesthe
prospects for exceading and drengthening the environmenta god.
The importance of dlowing such banking hes been dealy
demondrated in USexperiencewith tradeblepermits

The bendfits of designing a sysem which can, if necessary, be
extended over time raises a number of other possble design issues
Grubb and Sebenius® develop aproposd for asystem of pamitswith
extended lifdimes of which afraction are retired every few years and
reissued according to the need to tighten the emissons control and/or
expandtherangeaf participants

It is this posshility which points to the red importance of finding
a wokdle ad fledde sduion to the EUSs dimae
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dilemmas. It mud, anyway, be an goproach that can cope with
expanson of the Union. Impliatly, it could dso fom the practicd besis
for an expending regme of dimatecontral, thet couldenlargetoindude
non-member getes OECD countrieslike Jgpanthet may only beableto
meet thair commitmentsas part of alarger group; and perhgpsbeyond
thet, devdloping countries who see it as an dfective and practicd
means of devdoping a gobd regime with mutud bendfits This
possihility brings us back to the sarting-point of thisatide: if the EU
sygem canfind away of implementing itsemissonscommitmentinan
dfedive and effident manner, its grestes vdue may be as a
demondtrationand nudeusfor aglobd solution.

Asindicated, thereare many practicd and paliticd issuesthat would
need to be resolved. But what is needed a present is paliticd
recognition that such an gpproach could offer an effectiveway farward
for implemanting the Eurgpeen Union's CO, commitmat, and a
commitment to open highideve discussions on the possble design of
suchasysemaspart of theEU Srategy.

Conclusions and Prospects

Climate change remains as a red conoan. The indtitutiond regimes
established globdly and within the EU during the pest three years
pertidly insulate government palicy from the ebb and flow of popular
concern, and generate internd pressures which force governmentsto
keep addressing theissueand reviewing whether progressisadeguate.
Thee devdopments have srongly reinforced the origind EU
undartaking to dabilize CO, emissonsa 1990 levds by the year 2000,
and the Monitoring Dedison formsthelegd and ingtitutiond bessfor
achieving this. But thenationd programmesarenat dl convinding; nor
do they fully achieve the dedared god, which is but the beginning of
likdy longetem nexds With the effective cdlgpse of the
carbor/energy tax and dradtic weskening of the SAVE programme,
Europedoesnot haveadrategy to achieveits CO, undertaking.

The firg megting of the UN Conference of Paties will be hdd in
Germany, and the submission of the Europeen strategy hasto bemede
during the course of the German presidency. At presant, unlessthere
aevay rgpid devd opments Germany and the EU faceapdliticaly and
environmentaly dameging falure Theroats of thisfalurewould liein
the same dements tha underlie the globd endeavour: how to
impemat cdledive commitments among dverse and jedoudy
vereign datesinanareaasfundamentda asenergy policy.

Y e thereare ubdtantiad pressuresto find some convincing strategy .
If there is subdtantive palitical will, perhgps during the period of the
sguentid Garman-Hrench-Sperish presidendies; then paliticd redlities
may force Member Satesto launch negatiationson binding targetsor,

more promisingly, tradeble netiona-emission quotas—to ensure the
1990-2000 god, adior for implementing longetem amisson
condraints. At present theomensare not promising; but if Europecan
uccessully devdop an effective sysem for cdllective contrdl of its
emissors it may yet fulfil itsdam to leed the world in combeting the
threat of dimatechenge
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