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Background

Climate change is already happening and represents one of the greatest environmental, social and economic challenges for the future. The February 2007 science report from the Intergovernmental Panel on Climate Change (IPCC) shows that the world has warmed by an average of 0.76° Celsius since pre-industrial times and the temperature rise is accelerating. Similarly, sea levels rose almost twice as fast between 1993 and 2003 as during the previous three decades.
 These changes have been identified as caused by man-made emissions of greenhouse gases (GHG); and it is reckoned that, without action to limit emissions, the global average temperature is likely to increase further by 2° to 5°C this century.

The effects of climate change in Europe and the Arctic are already significant and measurable. Several recent studies, among which the Stern Review on the economics of climate change commissioned by the UK government, have warned of the economic, social and environmental costs of failing to act. Europe has warmed by almost 1 °C in the last century, faster than the global average. There is evidence that almost all natural, biological and physical processes are reacting to climatic changes. More than half of Europe’s plant species could be vulnerable or threatened by 2080.
 Similarly, many economic sectors such as agriculture, tourism, health or fisheries, which depend strongly on climate conditions, will feel the consequences of climate change on their activities and businesses directly. In the long-run, climate change could cut global GDP each year by between 5% and as much as 20% if greenhouse gas emissions are not cut down.
 Having recognised the importance of the issue, the European Union is committed to working for a global agreement to control climate change, and is leading the way by taking ambitious action of its own.
The need to act at EU level was prompted by mounting concerns regarding high oil and gas prices and worries about Europe's increasing dependency on a few external suppliers, as well as the global-warming crisis. Consequently, the measures implemented are both linked to energy and climate change and aim at making the EU become a highly energy-efficient, low-carbon economy.
 The policies developed will not only aim at driving greenhouse gas reductions but also a modernising Europe’s energy system and prepare it for a low carbon future. The cost of these policies of GHG stabilisation in the atmosphere, according to the IPCC Fourth Assessment Report as well as to recent OECD estimates, may represent less than 1/10 of 1% of GDP per annum, or less than a 3% loss in GDP by 2030.
 Furthermore, this figure does not take account of the benefits of cutting emissions, such as reduced damage from avoided climate change, greater energy security, and healthcare savings from reduced air pollution. However, it is important to notice that these estimates assume widespread use of economically efficient market-based policy instruments, such as carbon taxes and emissions trading, and broad participation in mitigation efforts across the world.

EU Position in Regards to Climate Change

The EU has made a big effort to define and answer the “problem structure” of adaptation, which can clearly be understood through a comparison with mitigation policies. While mitigation will typically have long-term effects on the climate –which is a global public good- many adaptation actions will have relatively short-term effects on welfare that are local and private. There is therefore a clear-cut case for government action to protect public goods like the climate system; it is however less evident that governments should have a role in influencing adaptation to climate change impacts. Unfortunately, achieving efficient adaptation by private actors alone turns out to be difficult due to a series of information, market and policy failures partly but not only as a result of some public goods characteristics. Therefore, seven fields can be singled out as objectives for public policy action: to inform the potentially vulnerable; to assist in the provision of disaster relief; to provide incentives for and enable adaptation; to mainstream climate-proofing of public policy; to plan and regulate long-term infrastructural assets to reduce future vulnerabilities; to regulate adaptation ‘spillovers’; and to compensate for the unequal distribution of climate impacts.

The 2007 European Commission Green Paper on Adaptation (2007a), identified and covered at least four of these seven issues: information, knowledge and learning in the focus on science in the third pillar of the proposed strategy; early warning and disaster relief which is allocated to national level policy; mainstreaming climate-proofing in the extensive discussion of sectors where there is EU competence; and infrastructure planning.
 

Another key notion has been advanced through EU actions and positions, further developing on its first use at the World Summit on Sustainable Development (Johannesburg, 2002): the term is increasingly described as “mainstreaming”. It implies a recognition that there is a need to consider how best to address adaptation objectives through existing institutional mechanisms.
 The Adaptation Green Paper highlights that “certain sectors are largely integrated at EU level through the single market and common policies and it makes sense to integrate adaptation goals directly into them”. It also discusses the need to “integrate adaptation when implementing and modifying existing and forthcoming legislation and policies.”
 As a conclusion, the EU position on climate change highlights the importance of embedding strategies for adaptation within existing horizontal and sectoral policies and institutional frameworks.

Thirdly, the EU has proved, through internal policies, that it is possible to reduce greenhouse gas emissions without undermining economic growth. Based on the United Nations Framework Convention on Climate Change (UNFCCC), the EU has set its objective to limit global average temperature increase to less than 2°C compared to pre-industrial levels.
 This has led the European Parliament to propose an EU CO2 reduction target of 30% for 2020 and 60 to 80% for 2050.
 But what are the benefits of this strategy compared with its costs, which have been previously mentioned on this paper? As a matter of fact, the Commission’s 2005 Communication “Winning the battle against global climate change” demonstrates that the benefits of limiting climate change outweight the costs of action:
 Positive side effects of the climate change policies are reductions in air pollution and health costs (370,000 premature deaths happen in Europe every year related to air pollution, so reducing by just 10% CO2 emissions would yield healthcare savings of up to 27 billion euro per year). Eco-industries will also become one of the most dynamic sectors in the European economy, growing at around 5% a year and employing over 2 million people. Consequently, climate change policies will create new employment opportunities.

Additionally, the Commission’s recent Action Plan for Energy Efficiency demonstrates that there is a solid economic case for policies that increase overall resource use efficiency: these policies represent a reduction on oil and gas imports by around 20% each by 2030 compared to the business-as-usual case; which makes GHG emissions reduction profitable and energy efficiency especially relevant taking into account that fossil fuels prices have doubled over the past three years, with electricity prices following. Consequently, the EU position is based on integrating climate change and energy policies, as they happen to be mutually reinforcing.
 

Finally, the battle against climate change can only be won through global action. The EU is committed to obtaining concrete commitments regarding an international agreement, making this its overarching international priority and organising itself so as to present a single EU position and policy and a convincing and consistent approach over the years.
 The EU believes that developed countries, responsible for 75% of the current accumulation of industrial GHG in the atmosphere, should therefore make the most of the effort over the next decade. However, as developing country economies and emissions grow in absolute and relative terms, by 2020 they will account for more than 50% of global emissions. Therefore, it is indispensable that developing countries, in particular the major emerging economies, start reducing the growth of their emissions as soon as possible and cut their emissions in absolute terms after 2020. The EU will continue and increase sharing good practices in policy design and planning and technology co-operation, enabling developing countries to play a greater part in global reduction efforts.

EU Policy and Actions – The Four Pillars

In 2005, EU leaders gathered at the Hampton Court summit during the UK Presidency suggested the Commission to lay the foundations for an EU strategy to combat climate change. The wide-ranging debate on a future European energy policy was opened with the publication of a Green Paper in March 2006. As a follow up to the Green Paper, the Commission unveiled a 'package' of energy and climate change proposals on 10 January 2007 in a move that, it said, would "set the pace for a new global industrial revolution" and increase EU resilience to future oil-price shocks.

A political consensus grew up around this approach, with the support of the European Parliament
 and the Member States at the 2007 European Spring Council. This culminated in an agreement on the principles of a new approach and a proposal by the Commission, which outlines the EU’s proposals for a global and comprehensive agreement to combat climate change after 2012, when the Kyoto Protocol targets will expire. 

In order for the world to have a fair chance of keeping the average temperature rise to no more than 2°C, global emissions of greenhouse gases will have to be stabilised by 2020 and then reduced by up to 50% of 1990 levels by 2050.
 This has led to an EU commitment to achieve at least a 20% reduction of greenhouse gases by 2020 compared to 1990 levels and an objective for a 30% reduction by 2020 subject to the conclusion of a comprehensive international climate change agreement. Similarly, a mandatory EU target of 20% renewable energy by 2020 including a 10% biofuels target has been established.

These commitments accompany 3 key policy proposals implementing the agreed energy and climate package:

· A draft Directive on the promotion of renewable energy

· A proposal for amending the EU Emissions Trading Directive reviewing the EU emissions trading system (EU ETS)

· The proposal to share efforts to meet the Community’s greenhouse gas reduction commitment in sectors not covered by the EU emissions trading system (such as transport, buildings, services, smaller industrial installations, agriculture and waste).

The implementation of these measures is regulated through the European Climate Change Programme and the integrated "Climate action and renewable energy package" put forward by the European Commission on 23 January 2008. This document sets out the contribution expected from each Member State to meeting these targets and proposes a series of measures to help achieve them. Central to the strategy is a strengthening and expansion of the Emissions Trading System (EU ETS), the EU's key tool for cutting emissions cost-effectively. Emissions from the sectors covered by the system will be cut by 21% by 2020 compared with levels in 2005. A single EU-wide cap on ETS emissions will be set, and free allocation of emission allowances will be progressively replaced by auctioning of allowances by 2020.

A number of sectors are currently not directly covered by the EU ETS, notably transport:  EU transport emissions have grown by 20% in the period 1990-2001 (emissions from shipping and aviation alone increased by 44% in the EU-15 within the same period). Apart from the voluntary agreement with the car industry, transport emissions are not subject to any new measure at Community level under the European Climate Change Programme (ECCP).
 To keep track in the future, it is necessary to take into account that emissions from sectors not included in the EU ETS – such as transport, housing, agriculture and waste – will be cut by 10% from 2005 levels by 2020. Each Member State will contribute to this effort according to its relative wealth, with national emission targets ranging from -20% for richer Member States to +20% for poorer ones.

In what concerns individual states’ actions, the European Council stresses the need to make a good use of the National Energy Efficiency Action Plans (NEEAPs) for the purpose of saving on energy consumption. The NEEAPs provide practical demonstration of the commitment of Member States, and provides a means for sharing best practices among many players in energy efficiency, at every level, and for developing synergies among the strategies and measures adopted.
 The national renewable energy targets proposed for each Member State will contribute to achieving emissions reductions and will also decrease the European Union's dependence on foreign sources of energy. These include a minimum 10% share for biofuels in petrol and diesel by 2020. The package also sets out sustainability criteria that biofuels will have to meet to ensure they deliver real environmental benefits.

In the future, progress towards strategic objectives achieved by national governments will be assessed in further Strategic Energy Reviews. These should help in formulating recommendations for future policy development, and in taking forward further work on an EU energy policy.


The Climate action and renewable energy package also seeks to promote the development and safe use of carbon capture and storage (CCS), a suite of technologies that allows the carbon dioxide emitted by industrial processes to be captured and stored underground where it cannot contribute to global warming. Revised guidelines on state aid for environmental protection will enable governments to support twelve large-scale CCS demonstration plants in Europe by 2015.

Finally, further directives and policies will be developed in the following areas:

- Limiting transport emissions: Legislation is under discussion to bring emissions from aviation into the EU ETS from 2011. The European Commission is also considering how to address emissions from shipping. Legislation is planned to ensure that the EU’s target of reducing average CO2 emissions from new cars to 120 grams per kilometre is met by 2012. The European Commission has proposed new transport fuel quality standards that would reduce greenhouse gas emissions caused by the production, transport and use of petrol and diesel by 10% by 2020 (e.g. Second Generation Biofuels –from non-food sources- legislation)

· Energy use in buildings: Introduction of performance requirements that promote very low-energy (‘passive’) buildings.

· Reduction of emissions of greenhouse gases other than CO2: limit methane output, nitrous oxide, use of fluorinated gases and emissions from the agricultural sector.

· Increasing research and technological development: The research budget for environment, energy and transport should be further increased after 2013 and this rise should be mirrored at national level. 

· Trade-related measures to encourage developed countries to take effective action to combat climate change.

Moving forward – The Agenda 2008-onwards

It is generally agreed at top levels that the EU is on track to find an arrangement on climate change by December 2008. The basic architecture of the Energy and Climate Change package has been endorsed by a majority of Member States. However, many issues remain to be discussed, including the demands of Eastern countries on CO2 burden-sharing and their alternative proposal, the request by a number of new member states to shift the base year as a reference date to calculate emissions reductions targets, finding a balance between old and new member states, and addressing topics such as carbon leakage and specific problems on flexibility. Furthermore, there are problems that are specific to certain member states that will have to be addressed, such as the Irish talk on agriculture and Estonians have the oil sales.
 As Commission member Delbeke puts it, “The reading, the understanding, the grasping of the issues and defining the difficulties… has been done. Now we need to fine-tune it here and there”.
 

Consequently, it is important to keep track of the following initiatives that the Commission intends to adopt in the near future (2008-2009).

· Proposal for a recast of the Directive on Energy Performance of Buildings.

· Proposal for a revision of the framework Energy Labelling Directive
· Eco-design implementing measures setting minimum energy performance requirements for 6 product groups, including a horizontal measure on the standby and off-mode consumption of electrical appliances.

· Review of the Energy Taxation Directive to facilitate more targeted and coherent use of energy taxation by integrating notably energy efficiency considerations and environmental aspects.

· An examination, in the framework of the debate launched on VAT reduced rates, of the effectiveness of VAT reduced rates in some circumstances.

· Launch of the International Platform on Energy Efficiency.

· Launch of the Covenant of Mayors
· Commission Decision on detailed guidelines for and implementation of Directive 2004/08/EC on the promotion of cogeneration
· Proposal aiming at the reduction of CO2 emission from light-duty vehicles
· Revision of the Directive on car labelling
· Proposal for a Regulation regarding minimum efficiency requirements for mobile air-conditioning systems, the compulsory fitting of tyre pressure monitoring systems, setting maximum rolling resistance limits for tyres, and the use of gear shift indicators.

· Commission Communication on Sustainable Production and Consumption and Sustainable Industrial Policy (SCP-SIP)

· Commission Communication “Addressing the challenge of Energy Efficiency through Information and Communication Technologies”.

· Commission Decision establishing the 2008 Intelligent Energy-Europe Work Programme.

· Reference Document on Best Available Techniques regarding energy efficiency for industrial installations under the IPPC Directive. 

· Commission Communication on green public procurement
· Revision of the EMAS Regulation
· Strategic Energy Reviews

Annex I

Milestones – Towards an Integrated EU Policy

· 10 Jan. 2007: Commission presented 'energy and climate change package' including a Strategic Energy Review focusing on both external and internal aspects of EU energy policy. The package contained proposals for specific targets on:

· Renewable energy (20% by 2020)

· Biofuels (10% in transport by 2020)

· Greenhouse gas emissions reduction (20% by 2020)

· 9 March 2007: EU Summit endorses package, agreeing on a two-year action plan to launch a common energy policy.

· 19 Sept. 2007: Commission tables third legislative package to complete the liberalisation of EU electricity and gas markets.

· 22 Nov. 2007: Commission communication on a Strategic Energy Technology Plan (SET-Plan).

· 23 Jan. 2008: Commission proposals on EU emissions trading scheme (EU-ETS) for the period after 2013; revised environmental state aid rules, and communication on carbon capture and storage (CCS).

· March 2008: EU Summit agrees to adopt energy/climate package by end 2008.  

· Nov. 2008: Second Strategic European Energy Review.

· March 2009: EU Summit to endorse second Strategic European Energy Review.

· March 2010: EU Summit to endorse Energy Action Plan for 2010 onward.

· 2020: Target date to achieve the objectives.
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