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The Need for European Action

Karsten Neuhoff, 22.3.20123

‐ Europe spent 400 billion Euro for fossil‐fuel imports in 2011 
‐> lost European investment and jobs opportunities
‐ Other regions accelerate implementation of carbon pricing
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Graph: Left: Michaelowa et a., right: Andreas Türk, Sonja Klinsky, Michael 
Mehling, Xin Wang 2012, Climate Strategies
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Example: Chinese energy & climate policy targets
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Experience curves – from innovation to diffusion1

Source IEA



Experience curves – from innovation to diffusion1
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Objective 1: Environmental objective

Karsten Neuhoff8
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Objective 2: Coordination for policies and supply chain

Karsten Neuhoff9

2‐2

Contribution from 
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Objective 3: Low‐carbon investment framework 

Karsten Neuhoff, 22.3.201210

•Capture attention
•Provide clarity for strategic choices
•Contribute to enabling environment

2‐3



Objective 4: Fair effort sharing

Karsten Neuhoff, 22.3.201211

•Energy and Climate Package 
•Renewable Energy
•Non ETS
•ETS

•Finance to support climate action in developing countries

2‐4

Source: EU Impact Assessment  to energy and climate package



Evaluated across energy and climate package

Karsten Neuhoff, 22.3.201212
Regenerativwirtschaft im europäischen Verbund?

2‐4



Objective 5: Avoid job and emission leakage
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Source: TNO – Greenhouse gas efficiency of industrial activities in EU and Non-EU

Distortions from different C‐efficiency in EU countries?2‐5



•Environmental objective
• 2020 EU OK, but not with 2050 target & North-South finance

•Coordination for policies and supply chain
• Accumulated surplus creates uncertainty and reduces credibility

•Low-carbon investment framework
• Declining carbon price interpreted as lack of commitment 
• Reduces viability for short-term and clarity for long-term investments

•Fair effort sharing
• Ensure it is maintained with potential intervention

•Avoid job and emission leakage
• Secured with free alloc & state aid, revisit alternatives for post 2020

15

4 Summary : Are the objectives achieved?
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The surplus of unused allowances is „piling“ up
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2

Source: Banking of Surplus Emissions Allowances: Does the Volume Matter?  DIW 
Discussion paper 1196

Karsten Neuhoff, 22.3.2012
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What are implications for timing and scale of policy?3

Source: Banking of Surplus Emissions Allowances: Does the Volume Matter?  DIW 
Discussion paper 1196
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What are implications for timing and scale of policy?3

* Due to delay in implementation                                                                XObjective achieved
+ Subject to implementation details
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