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Moving to a 30% cut in greenhouse gas emissions in the EU

Greenpeace policy analysis and recommendations

On 26 May the European Commission is expected to launch a new communication (‘Unlocking Europe's potential in clean innovation and growth: Analysis of options to move beyond 20%’) exploring the feasibility for the EU to increase its greenhouse gas emission reduction target for 2020 from 20% to 30%. The Commission will assess the costs and benefits of a 30% cut and put forward practical recommendations to achieve this target. EU environment ministers meeting on 11 June and European leaders meeting on 17 and 18 June are expected to discuss the study and the Commission’s policy options. This briefing analyses what is likely to be the content of the Commission paper and puts forward recommendations for the EU.
Upgrade to 30%: small costs and major benefits

European leaders agreed in 2007 to reduce emissions in the EU by 30% compared to 1990 levels, provided that developed countries also commit to take comparable action. At the end of 2008, the EU adopted its climate and energy package, committing to a conditional 30% cut and a unilateral 20% cut. Since then the economic recession has taken hold, leading to a significant fall in global emissions. At the same time, green industries, such as manufacturers of wind energy technology, have experienced steep growth rates and the development of new technologies.
According to media reports, the Commission’s paper points out that the recession and the resulting loss in emissions have made fulfilling the ambitions of the climate and energy package – including the 20% target – at least €22 billion or 30% cheaper than previously estimated. The Commission also concludes that the cost for the EU to step up from 20% to 30% is estimated to be around €33 billion by 2020, or 0.2% of GDP. Furthermore, this number does not take into account important benefits.

A move to 30% would save an estimated €3 billion in pollution control. Improved air quality would bring additional health benefits, which could save between €3.5 and €8 billion. And on top of this there are major gains in terms of energy security and employment. A longer term economic benefit is that moving to 30% sooner will make required cuts between 2020 and 2050 possible and affordable. Delaying cuts now, would make emission reductions later extremely costly.

The findings in the Commission paper are confirmed by a significant number of other studies. The table below, based on an overview by environmental think tank E3G, shows several studies that indicate an impact on GDP in the range of +1.3% to -0.54%.
Studies showing potential costs and benefits of increased emission cuts
	
	EU emission target for 2020

(% below 1990)
	Cost (GDP) in 2020
	Key assumptions

	European Commission impact assessment 2008

(climate and energy package)
	20%
	-0.45% of GDP or

€70 billion in 2020
	See climate and energy package

	European Commission impact assessment 2010 

(‘Unlocking Europe’s potential’)
	30%
	Total cost for 30%:

0.54% of  GDP or 81 billion

(Additional cost for 30%: -0.2% of GDP or €33 billion in 2020)

(New cost for 20%: €48 billion)
	Unconditional upgrade of  EU emission reduction target

	‘Cutting the Cost: The Economic Benefits of Collaborative Climate Action’

– The Climate Group
	30%
	+1.3% of GDP
(beneficial impact on the economy due to increased clean investment and efficiency savings)
	EU achieves unilateral 30% target.

Minimal action by other major economies.

Carbon price is $65/tonne in 2020

	‘Analysis of the Proposals for GHG Reductions in 2020 Made by UNFCCC Annex I Countries by Mid-August 2009’ – IIASA
	30%
	-0.11 – 0.17% of GDP
	EU achieves 30% as part of a global deal. Based on ambitious estimates of current pledges by developed countries

(-5% emission target for US)

	‘World Energy Outlook 2009’ – IEA
	20%
	-0.3% of GDP

	EU target in the context of global mitigation levels consistent with stabilising CO2 concentration at 450ppm.
Carbon price is $50/tonne in OECD and EU countries by 2020

	New Carbon Finance
	30%
	€203 billion lower in Feb 2009 than reported in June 2008
	Carbon price of €40/tonne


Recommendations for EU leaders and environment ministers

EU heads of state and government and environment ministers should acknowledge Commission findings on the costs and benefits associated with more ambitious greenhouse gas emission reductions. They should commit to a 30% unconditional emission cut by 2020, compared to 1990 levels. This should be a first step towards at least 40% emission cuts for all industrialised countries, consistent with keeping global temperature increase below two degrees Celsius and avoiding the catastrophic effects of climate change.

Recommendations for the Commission

The Commission should put forward plans to set aside some carbon credits under the EU Emissions Trading System (ETS) in order to achieve emission reductions in the ETS sector (covering, among others, power stations, refineries and steel plants) in line with a 30% cut. The Commission should also put forward plans to revise the EU’s ‘effort sharing’ legislation (covering sectors like transport and agriculture). 
Recommendations for the European Parliament

The Parliament called for a 30% reduction target last year, and it is important that it reiterates this call. It should also prepare its own study on the impacts of an upgrade to a 30% emission reduction target.
Green taxation
Greenpeace welcomes the Commission’s proposal to tax emissions in sectors covered by the EU ‘effort sharing’ legislation, such as transport and agriculture. Green taxation would make it easier to achieve a 30% emission reduction target. 

However, green taxation should not be ruled out for companies under the ETS. The power, steel, iron and petro-chemical sector
 are making significant windfall profits due to the free allocation of carbon credits. These sectors have been shown to pass on non-existent costs to the customer. National governments should be allowed to tax these windfall profits.

Furthermore, it is important that green taxation does not necessarily exclusively focus on carbon emissions, but also on the amount of energy used. This would for example encourage people to drive more efficient vehicles instead of filling their gas-guzzling SUVs with unsustainable biofuels. Taxing energy use is crucial to achieve energy security and lower the consumption of natural resources. Green taxation in the EU could also deliver more jobs if member states used revenues to reduce labour costs (e.g. by reducing taxes on income).
Recommendations for EU leaders, finance ministers and environment ministers

EU leaders, finance ministers and environment ministers should recognise that green taxation can make it easier to achieve deeper emission cuts and could also deliver more jobs.
Recommendations for the Commission
The Commission should present a proposal establishing robust energy and carbon taxation to encourage green development in sectors not covered by the ETS.

Allocation of structural and cohesion funds for green development

While a higher emission reduction target in the EU is possible at small costs and major benefits for key sectors, this does not exclude that there are important differences between EU member states. EU policymakers should therefore identify financial mechanisms that fairly share the costs and benefits of upgrading to 30% between EU member states. 

Greenpeace welcomes that the Commission’s plan also explores financial assistance to member states via EU structural and cohesion funds.
 Structural funds should be allocated to some EU member states to mobilise public and private investments for the modernisation of energy infrastructure and energy efficiency. Member states such as Poland, Hungary, the Czech Republic, Slovakia, Bulgaria, Romania and the Baltic states would benefit from these funds for a smooth transition towards a clean and efficient energy system.
Recommendations for EU leaders, finance, energy and environment ministers
The EU should consider options to allocate structural and cohesion funds for energy infrastructure modernisation and energy efficiency programmes, in particular in central and eastern Europe.
Concerns on forestry credits
Greenpeace is concerned that the Commission is reportedly considering opening up the option for governments to use forest offset credits to comply with their effort sharing emission targets.
If cheap forest offset credits were allowed, they could flood the carbon market and cause a significant drop in the international carbon price. Forest offset credits would also allow some industries to replace investment in clean technologies and new jobs with support for often dubious projects intending to cut emissions from deforestation in developing countries.

Offset credits gained from avoided deforestation are also unreliable because forests can easily become sources of emissions due to fires, pest outbreaks and other factors. In 2003, forest fires in Europe caused double the emissions of fossil fuels.
Furthermore, there is a lack of reliable data on historic rates of deforestation. Without such data, it is very difficult to know whether emission reductions from avoided deforestation are actually taking place or if forest offset credits actually lead to an overall increase in emissions. The rights of forest-dependent people in the developing world and the survival of many animal and plant species may also be threatened under a market approach that seeks to deliver credits at lowest costs. 

There are alternatives to the use of forest credits in international carbon markets. Greenpeace has developed an innovative funding mechanism, ‘Forest for Climate’, that delivers forest protection with public funds and allows developing countries to count avoided emissions towards their national emission reduction targets.

Recommended next steps for the Commission and EU environment ministers

EU environment ministers must acknowledge the risks associated with using international carbon markets for forest protection. The Commission should look further into innovative funding mechanisms to reduce emissions from deforestation by using public funds.

Key dates

26 May:


Adoption and launch of the Commission’s communication

31 May:


Start of UN climate conference in Bonn

11 June:


Environment Council

17-18 June: 

European Council

12-13 July:

Informal Environment Council

25 September:

Extraordinary European Council
14 October:

Environment Council (Luxembourg)

28-29 October:

European Council (final EU position for UN climate conference, Cancun)
29 Nov -10 Dec:

COP16, Cancun
16-17 December:

European Council
20 December:

Environment Council 
Country positions
United Kingdom
The Lib Dem-Conservative coalition government in the UK has launched an ambitious climate and energy agenda, including support for a 30% emission reduction target. However we have to see how the new government in the UK will follow up on this commitment.

France

France said it will support a higher target if the EU implements a carbon tax on imports. So far only France and Italy support this measure.

Germany

Environment minister Norbert Röttgen expressed his support for a 30% target during a climate conference in Bonn earlier this year. However, it is unclear whether other parts of the government support this position. In the run up to Copenhagen, Germany was unwilling to financially support poorer member states to contribute to a 30% target, which made progress in the internal EU negotiations difficult.

Hungary

Hungary gave mixed signals about its support for a more ambitious climate target during Copenhagen and has not yet supported a 30% target. However, the new government is committed to creating 200,000 green jobs and will likely take a fresh look at Hungary’s position on the EU emissions target.

Slovenia

Slovenia last year called for an upgrade of the EU’s emissions target to 30%.

Poland

Poland was strongly opposed to upgrading the EU’s target to 30% in Copenhagen and earlier this year. 
The Netherlands

The Netherlands supported a 30% emissions target in the run up to Copenhagen. However, the general election in June could determine the position the country takes in Council meetings.

Spain

The current holder of the EU presidency has so far failed to come out strongly in favour of the 30% target.
Belgium

The Flemish regional government is currently blocking support for a 30% target by the next holder of the EU presidency. 

Denmark

Denmark supports upgrading the EU target to 30%.

For a briefing debunking the myths used by some industry lobbyists to argue against a 30% EU emissions target, go to: www.greenpeace.org/eu-unit/press-centre/policy-papers-briefings/debunking-industry-climate-claims-25-05-10
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Greenpeace is an independent global campaigning organisation that acts to change attitudes and behaviour, to protect and conserve the environment and to promote peace. Greenpeace does not accept donations from governments, the EU, businesses or political parties
� The International Energy Agency estimates that in the energy sector each year of delay will cost an extra €336 billion globally. See: International Energy Agency, World Energy Outlook 2009.


� In a recent study, research institute CE Delft shows that the iron, steel and petro-chemical sectors alone made windfall profits of about €14 billion between 2005 and 2008. These windfall profits are likely to continue with free allocation of allowances to manufacturing industries, as foreseen by the EU after 2012. See: CE Delft (2010), Does the energy intensive industry obtain windfall profits through the EU ETS?


� HYPERLINK "http://www.ce.nl/publicatie/does_the_energy_intensive_industry_obtain_windfall_profits_through_the_eu_ets/1038" �www.ce.nl/publicatie/does_the_energy_intensive_industry_obtain_windfall_profits_through_the_eu_ets/1038�


� Structural and cohesion funds are allocated for two purposes: support for the poorer regions of Europe and support to integrate European infrastructure. Current programmes run from 1 January 2007 to 31 December 2013. Structural funds amount to €277 billion, and Cohesion funds have a total €70 billion budget.


� For more information, visit www.greenpeace.org/forestsforclimate





