
How	  op&mal	  is	  the	  current	  EU	  climate	  policy	  mix?	  
Insights	  from	  the	  CECILIA2050	  country	  case	  studies	  	  

Warsaw	  COP19	  side	  event	  18.11.2013	  

by	  Ma9hias	  Duwe	  -‐	  Ecologic	  InsFtute,	  Berlin	  



Tackling	  the	  2050	  policy	  mix	  –	  the	  CECILIA2050	  project	  

Choosing	  	  

Efficient	  	  

CombinaFons	  of	  Policy	  	  

Instruments	  for	  	  

Low-‐carbon	  development	  and	  	  

InnovaFon	  to	  	  

Achieve	  Europe's	  	  

2050	  climate	  targets	  	  
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Who	  we	  are:	  10	  partners	  from	  8	  countries	  

  NL:	  InsFtute	  of	  Environmental	  Sciences	  (CML)	  at	  Leiden	  University	  

  NL:	  InsFtute	  for	  Environmental	  Studies	  (IVM)	  at	  the	  Free	  University	  of	  Amsterdam	  

  CZ:	  Charles	  University	  Prague	  (CUNI)	  

  PL:	  University	  of	  Warsaw	  

  UK:	  University	  College	  London	  (UCL)	  

  F:	  Centre	  InternaFonal	  de	  Recherche	  sur	  l’Environment	  et	  le	  Developpement	  (CIRED)	  	  

  ES:	  Basque	  Centre	  for	  Climate	  Change	  (BC3)	  	  

  IT:	  University	  of	  Ferrara	  (UNIFE)	  

  DE:	  InsFtute	  of	  Economic	  Structures	  Research	  (GWS)	  in	  Osnabrück/Germany	  

  DE:	  Ecologic	  InsFtute	  in	  Berlin	  as	  project	  leader	  	  
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The	  EU’s	  2050	  target:	  80-‐95%	  reduc&ons	  =	  decarbonisa&on	  
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The	  CECILIA2050	  project:	  overview	  of	  the	  project	  structure	  

5	  18.11.2013	   MaNhias	  Duwe,	  Ecologic	  InsFtute	  	  -‐	  Lessons	  from	  the	  current	  policy	  mix	  

Defining	  “opFmal”	  
climate	  policy	  

Taking	  Stock	  of	  the	  
Current	  Instrument	  Mix	  

Evalua&ng	  the	  current	  instrument	  mix	  
(EU	  level,	  MS	  and	  sector	  case	  studies)	  

InternaFonal	  
dimension	  
(scenarios,	  
interacFons	  
EU	  –	  rest	  of	  
the	  world)	  

Scenarios	  for	  the	  low-‐carbon	  transforma&on	  
(IntegraFon	  of	  models	  of	  various	  levels	  of	  detail)	  

Pathways	  from	  status	  quo	  to	  a	  future	  policy	  mix	  
“fit	  for	  2050”	  	  

(addressing	  constraints	  and	  boNlenecks)	  

Conclusions:	  Short-‐term	  improvements	  and	  
long-‐term	  strategies	  for	  policy	  instrumenta&on	  

What	  
have	  we	  
got?	  

Is	  it	  working?	  If	  
so,	  why?	  And	  if	  
not,	  why	  not?	  Where	  do	  

we	  need	  to	  
get?	  

How	  do	  we	  
get	  there?	  

What	  is	  
everyone	  

else	  
doing,	  
and	  how	  
does	  it	  
affect	  
us?	  So	  what	  

do	  we	  
do	  next?	  



EU	  ETS	  

What	  kind	  of	  op&mality?	  Ques&ons	  for	  post-‐2020	  policy	  	  

  Single	  or	  mulFple	  objec&ves?	  

  Interac&ons	  of	  policies	  –	  can	  conflict	  resoluFon	  
be	  built	  into	  their	  design?	  

  Should	  the	  EU	  aim	  for	  a	  well-‐integrated,	  clearly	  
structured	  orchestra	  of	  instruments	  –	  or	  
should	  we	  allow	  for	  some	  overlap	  and	  
redundancy	  to	  insure	  against	  policy	  failure?	  

  What	  role	  for	  pricing	  tools	  in	  the	  opFmal	  policy	  
mix:	  even	  if	  we	  had	  a	  "proper"	  carbon	  price,	  
how	  far	  would	  it	  take	  us	  in	  the	  transformaFon?	  

  How	  much	  inefficiency	  (imbalance)	  are	  we	  
prepared	  to	  tolerate	  in	  the	  name	  of	  feasibility?	  

  How	  to	  deal	  with	  the	  fact	  that	  feasibility	  is	  
both	  a	  constraint	  and	  a	  (legiFmate)	  object	  of	  
public	  policies?	  
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Overall	  results	  	  

  Effec&veness	  varies	  per	  main	  objecFve	  and	  policy	  landscape	  
  Progress	  on	  emission	  reducFons	  and	  renewables	  but	  impact	  of	  crisis	  and	  structural	  change	  
  Policy	  landscapes:	  carbon	  pricing:	  ETS	  has	  lost	  relevance;	  few	  naFonal	  carbon	  taxes	  ;	  energy	  

efficiency	  policies	  have	  not	  delivered	  sufficiently.	  Non-‐CO2	  receives	  less	  aNenFon.	  

  Cost-‐effec&veness	  is	  low	  overall,	  with	  regard	  to	  both	  staFc	  and	  dynamic	  efficiency.	  	  
  Many	  naFonally	  differenFated	  approaches	  prevail,	  with	  liNle	  EU-‐wide	  harmonisaFon,	  

countries	  rely	  on	  regimes	  and	  instruments	  for	  individual	  sectors,	  with	  divergent	  ambiFon,	  	  
  Lack	  of	  dynamic	  incenFves	  over	  the	  longer	  term	  even	  in	  policies	  that	  are	  otherwise	  deemed	  

to	  be	  effecFve.	  However,	  in	  some	  policy	  landscapes	  (such	  as	  renewables	  support	  and	  
energy	  efficiency),	  dynamic	  efficiency	  can	  be	  observed	  and	  is	  having	  an	  impact.	  

  Feasibility	  a	  given	  for	  the	  measures	  concerned,	  but	  past	  debates	  are	  reflected	  in	  the	  
design	  of	  policies,	  including	  shortcomings	  built	  that	  were	  necessary	  at	  the	  Fme.	  	  

  Support	  for	  certain	  types	  of	  policies	  and/or	  their	  level	  of	  stringency	  can	  and	  has	  changed,	  
has	  led	  to	  adjustments	  in	  policy	  –	  ooen	  under	  pressure	  to	  sooen	  the	  policies	  

  Policy	  learning	  can	  be	  observed	  and	  improvements	  have	  been	  made	  over	  Fme	  (e.g.	  ETS)	  	  
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Overall	  results	  

  No	  current	  policy	  mix	  is	  op&mal.	  	  

  Significant	  drawbacks	  in	  terms	  of	  effecFveness	  and	  cost-‐effecFveness.	  Feasibility	  
referenced	  largely	  by	  way	  of	  changes	  in	  percepFon	  by	  policy-‐makers.	  	  

  Qualita&ve	  differences	  between	  the	  policy	  mixes,	  especially	  comparing	  some	  
Member	  States.	  Significant	  scope	  for	  opFmising	  climate	  policy	  at	  the	  naFonal	  level.	  

  Individual	  instruments	  can	  score	  well	  on	  all	  three	  main	  criteria.	  	  

  There	  are	  three	  types	  of	  individual	  instruments	  that	  were	  idenFfied	  as	  having	  been	  
most	  “opFmal”:	  	  

  1)	  renewables	  support	  schemes,	  	  

  2)	  investment	  support	  for	  energy	  efficiency	  and	  	  

  3)	  general	  pricing	  tools	  (mainly	  taxes).	  
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Interac&ons	  

  Few	  instances	  in	  which	  instruments	  had	  a	  direct	  negaFve	  impact	  on	  each	  other.	  	  

  Posi&ve	  interac&ons	  prevail,	  while	  some	  simply	  have	  neutral	  relaFonships.	  

  Directly	  overlapping	  instruments	  can	  be	  mutually	  suppor&ve	  (e.g.	  efficiency)	  

  Number	  of	  instruments	  in	  specific	  policy	  landscape	  not	  essenFal	  (efficiency	  vs	  pricing)	  

  Regulatory	  overlaps	  are	  in	  fact	  integrated	  into	  the	  design	  of	  (especially	  newer)	  policy	  
instruments	  (e.g.	  EED	  /	  RED)	  =>	  a	  supporFve	  relaFonship	  through	  smart	  design.	  

  Instances	  of	  negaFve	  interacFons	  more	  common	  among	  instruments	  designed	  with	  
different	  purposes	  in	  mind	  (e.g.	  direct	  CO2	  focus	  (EU	  ETS)	  and	  not	  (ETD)).	  

  Noteworthy:	  interacFon	  of	  carbon	  pricing	  tools	  with	  other	  policies.	  Generate	  
revenues	  to	  help	  implement	  other	  policies	  (e.g.	  ETS	  aucFoning	  revenues	  in	  Germany,	  
Czech	  Republic	  and	  Italy,	  etc.	  /	  Green	  Investment	  Schemes).	  	  
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Where	  things	  have	  gone	  wrong	  

  Trade-‐offs	  between	  (poliFcal)	  feasibility	  and	  both	  effecFveness	  and	  efficiency	  

  Exemp&ons	  from	  compliance	  (especially	  regarding	  payments)	  for	  specific	  industries	  are	  
ooen	  built	  into	  policies	  (e.g.	  In	  NL,	  UK,	  F,	  DE)	  

  Abrupt	  policy	  changes	  lower	  effecFveness	  and	  cost-‐effecFveness	  of	  policies.	  (E.g.	  
renewables	  in	  	  NL,	  CZ,	  ES)	  seem	  to	  have	  negaFve	  effects,	  too	  severe	  and	  too	  abrupt.	  

  Contradictory	  incen&ves	  in	  some	  cases,	  especially	  from	  policies	  not	  designed	  for	  
climate	  reasons	  (e.g.	  Landfill	  DirecFve	  vs.	  Renewable	  Energy,	  ETD	  vs.	  EU	  ETS).	  

  At	  some	  levels	  (naFonal	  or	  sectoral)	  there	  is	  no	  coherent	  vision	  or	  strategy	  –	  which	  
means	  that	  policy	  design	  is	  lacking	  direcFon	  (e.g.	  CZ).	  	  

  There	  are	  gaps	  in	  the	  policy	  mix:	  sectors	  with	  sources	  of	  non-‐CO2	  gases	  are	  less	  well	  
covered	  with	  policies.	  In	  the	  agricultural	  sector,	  for	  example,	  current	  projecFons	  do	  
not	  indicate	  addiFonal	  emission	  reducFons	  in	  the	  EU28	  by	  2020.	  This	  has	  a	  negaFve	  
impact	  on	  both	  effecFveness	  and	  cost-‐effecFveness	  of	  the	  mix	  as	  a	  whole.	  
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What	  has	  worked	  (common	  features)	  

1.  Broad	  poliFcal	  and	  public	  support	  
  stakeholders	  directly	  engaged	  in	  policy	  implementaFon:	  as	  investors	  (RES	  FIT)	  or	  by	  similar	  

specific	  economic	  incenFves	  for	  e.g.	  homeowners	  (energy	  efficiency	  support	  schemes).	  	  

  Specific	  revenue	  stream	  makes	  it	  easier,	  (proceeds	  from	  the	  sale	  of	  AAUs	  (CZ)	  or	  from	  the	  
aucFoning	  of	  EUAs	  (CZ,	  DE).	  Problem:	  lacking	  stability	  and	  predictability	  of	  funding.	  

2.  Taxes	  and	  levies	  (hard	  at	  EU	  level)	  seem	  to	  have	  worked	  at	  naFonal	  level	  (e.g.	  UK),	  	  

  create	  a	  revenue	  stream	  that	  can	  be	  used	  to	  win	  poliFcal	  support	  (increase	  feasibility)	  	  

  enhance	  cost-‐effecFveness,	  if	  the	  revenues	  are	  used	  to	  promote	  low-‐carbon-‐investments.	  	  

3.  Long-‐term	  nature	  (e.g.	  of	  some	  feed-‐in	  tariff	  systems	  (e.g.	  DE))	  a	  success	  factor	  

  helped	  build	  up	  investor	  confidence	  

  spurred	  technology	  deployment	  at	  a	  scale	  that	  facilitated	  innovaFon	  and	  lower	  prices.	  
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Lessons 
1.  Optimal policies need acceptance and buy-in to enhance feasibility 

  Instruments that stand out in the analysis often managed to marry environmental 
effectiveness and political feasibility, by creating incentives that generated both a direct 
economic rationale for the target audience (such as support for building renovation) and 
visible results (increase in renewables deployment).  
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Lessons 
1.  Optimal policies need acceptance and buy-in to enhance feasibility 

2.  Optimality in a changing world requires both stability and flexibility to learn 
  Managing the low-carbon transformation requires a delicate balance between flexibility 

and rigidity. Policies have to be flexible in order to learn and adapt, and rigid to send out 
a long-term signal, especially for sectors with a long investment horizon. 
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Lessons 
1.  Optimal policies need acceptance and buy-in to enhance feasibility 

2.  Optimality in a changing world requires both stability and flexibility to learn 

3.  Optimal policies require a long-term perspective 

  The transformation to a low-carbon economy needs a long-term view, including on costs. 
To minimise costs in the longer term, it will be necessary to incur some short-term 
transition costs. Rather than trying to avoid these costs, the question is how to distribute 
them in a fair and equitable manner. 
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Lessons 
1.  Optimal policies need acceptance and buy-in to enhance feasibility 

2.  Optimality in a changing world requires both stability and flexibility to learn 

3.  Optimal policies require a long-term perspective 

4.  Carbon pricing is not a panacea, but it needs to be crucial part of policy mix  
  Carbon pricing tools are currently underutilized in their potential to induce emission 

reductions. The EU ETS needs strengthening and national tax schemes could be 
expanded. However, other targeted policies are required as flanking tools to induce 
behavioral change and transformational innovation. 
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Lessons 
1.  Optimal policies need acceptance and buy-in to enhance feasibility 

2.  Optimality in a changing world requires both stability and flexibility to learn 

3.  Optimal policies require a long-term perspective 

4.  Carbon pricing is not a panacea, but it needs to be a crucial part of the policy mix  

5.  EU level harmonisation can improve efficiency, but must not stifle regional 
and local action 

  While policy harmonisation promises greater efficiency, there should also be room for 
national and regional climate leadership, so that the diversity of European countries and 
regions can serve as a laboratory for new policy approaches. 
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Thank	  you	  for	  your	  a9en&on.	  
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