
Editor ial

Dr Hans-Joachim Ziesing,
Head of the Department of 
Energy, Transportation,
Environment, asks:

"Will industry give up its 
opposition to emissions 
trading?"
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Under the Kyoto Protocol to the United Nations Framework Convention on
Climate Change the European Union undertook to reduce its emissions of six
greenhouse gases by 8% from the level in the reference year 1990 between
2008 and 2012. In a 'burden sharing' procedure the Community target was
divided between the individual member states. The EU directive on green-
house gas emission allowance trading within the Community, which came
into force last October, is intended to help achieve this target; emissions trad-
ing should enable member states and companies to reduce emissions wher-
ever this is least costly.
Under the directive the EU member states must publish national allocation
plans by the end of March 2004, and present these to the European Commis-
sion. The plans must show the total quantity of allowances each member
state intends to allocate in the three years from 2005 to 2007. They must
also specify how these allowances are to be distributed between the plants
engaged in emissions trading. Most of these plants are in manufacturing and
in the energy industry; private households and transport are not included.
The instrument of emissions trading involves a precise definition of exactly
how much CO2 emission is permissible for each plant involved. The operators
of the plants are then free to choose how they will fulfil the requirement _ by
activities to reduce emissions in their own plant or by buying the emissions
rights they need on the market. They will decide on whichever is the least
costly alternative.
A heated controversy has now broken out in Germany over the first draft of
the allocation plan as published by the Federal Ministry for the Environment,
which contains specific statements on the extent to which industry and the
energy sector must reduce their emissions by 2005 to 2007. The Ministry
has taken up commitments on emissions reduction made voluntarily by Ger-
man industrial firms. In addition, a large number of special allocations (e.g.
for 'early actions', for process-induced emissions and for abandoning nuclear
power) are to be granted.
Nevertheless, the initial reaction from companies in industry and the energy
sector and their associations has been vehement opposition to the allocation
plan. Instead of the envisaged reductions they are demanding allocation 'in
accordance with need', in other words, emissions rights on just the level
which they regard as necessary in any case. Ultimately this amounts to a
demand to be 'spared' emissions trading, which would be contrary to the
whole point of emissions trading. There would be no price signals to enable
companies to search for the least costly reduction method, and a market for
certificates would never evolve.
We can only hope that companies will reconsider their rejection of the present
allocation plan. Certainly some details remain to be settled, but the ultimate
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objective should always be kept in view. Greenhouse gas emissions endanger
our climate, and the need to reduce them has been widely accepted by the
public in Germany. Moreover, the German Government has made a binding
commitment to do so. Emissions trading offers the chance of achieving the
aim at the most favourable cost. One often has the impression that those who
reject emissions trading are not really opposed to the instrument itself, but
are calling the climate protection objectives as a whole in question.


