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UNICE VIEW ON EU STRATEGY FOR CLIMATE CHANGE, POST KYOTO

A Contribution to 16 June 1998 Council of Environment Ministers Discussion

Key UNICE M essages:
Protecting EU industrial competitivenessis a fundamental policy objective.

Climate change policies & measures must be implemented within an overall framework
which aimsto achieve balanced and sustainable economic growth.

Therefore, UNICE is opposed to unilateral ratification and implementation of the
protocol by the EU.

Long term agreements are industry’s first choice, an essential component of an EU
response strategy, and should be supplemented by flexible mechanisms.

Flexible mechanismswill become key in protecting industrial competitiveness.

Flexible mechanisms need an open and transparent global market, with fully tradable
equivalent emission reduction units between the 3 Kyoto instruments.

I ntroduction:

Kyoto sets a framework and poses a series of chalenges to both governments and industry. It
moves issues of responding to climate change from ‘whether’ to *how’.

Member States and the Commission now need to identify how to meet objectives they have set
for themsalves, using an EU strategy based on an integrated approach.

UNICE, representing EU business and industry, is ready to help ensure this drategy is both
environmentally effective, and balanced in terms of socio-economic impact.

Kyoto commitments are the first steps in responding to a climate change issue thet is by its very
nature global and long term, as dso must be an EU strategic response.

A Global Issue:

Engaging developing countries in the process of responding to climate change is a key objective
to ensure that the globa response will be environmentaly effective.

The Clean Development Mechanism therefore assumes grest importance as the one provision in
the protocol that encourages developing countries to become engaged.




A Long-term Process.

Business and industry needs predictable pathways to achieve long term objectives, so the most
economic options can be identified to meet agreed targets & timetables.

The EU srategy needs to be based on research, both to narrow uncertainties and to develop new
technologica options that offer long term solutions to climate change.

The EU Objective is Sustainable Development:

Sustainable Development represents a balanced approach to meet economic, sociad and a range
of environmenta objectives, including responding to climate change.
Economic growth is a legitimate socio-economic god, and essentia for meeting dl environmenta
and socid objectives through an integrated and ba anced approach.

Essential Elements of the EU Response Strategy:

All sectors of society must be involved in an effective response to climate change.

The industry sector directly contributes ca30% of EU greenhouse gas emissions, with consumer
choice the key factor in determining the other 70% of emissons.

All policy areas mugt therefore become involved and integrated in an effective EU drategy,
including environment, energy, trade & industry, transport and agriculture,

Policies& Measuresfor an Integrated Approach:

Chalenging EU targets to reduce greenhouse gas emissons will require a range of policies &
measures, including long term agreements and the flexible mechanisms.

Long term agreements are industry’s first choice, offering early and codt-effective action with
mogt flexibility, and are an essential component of a response strategy.

Key criteria to test policies & measures should be: environmentd effect, cost-effect, equity,
flexihility, transparency, avoiding market distortion, respecting subsidiarity.

Kyoto ‘flexible mechanisms have scope to become effective market instruments, and can
become key components of how these targets can be met cost-effectively.

Role of the Kyoto Flexible M echanisms:

Hexibility is fundamenta for business and industry and will be a critical dement in ensuring thet
Kyoto commitments, made by the parties, can be met cost-effectively.
Industry rgects any schemes or provisons (emission cellings for individua sectors or enterprises,
...) which would have a negative impact on sustainable economic growth in Europe.
Emissons trading can become an effective market instrument provided thet:

- the essentid requirement is met of a trangparent and open globa market

- there are equivdent, fully fungible trading units defined for al 3 indruments

- the market operates with minimum transaction costs and bureaucratic burden

- concern about ‘loopholes does not hinder effective operation of the market

- sound and equitable rules are agreed that protect the EU single market

- Kyoto momentum is sustained, with industry encouraged to get involved early

- thereis no question of auctioning permits, which would be a COz/energy tax.
Project-based emissions trading isaway for private industry to get involved early.



Joint Implementation rules should encourage companies to invest early in projects.

Clean Development Mechanism rules should encourage companies to invest early in projects that
reduce emissions, while starting to engage the developing countries.

Credit for early action is needed to encourage EU industry to ddiver early emisson reductions.
Early action by the EU is important to gain experience and build industry knowledge. The USis
currently establishing a system offering credit for early action; it isimportant that the EU is not left
behind the fidd.



