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Introduction 
Thank you for inviting me to speak today, amongst such an interesting and distinguished 
lineup. It's great to be here at the ANU – a hub of such great climate policy, climate law, 
climate science and energy research. 
 
Whilst I certainly don't profess to be thoroughly versed in climate science… and talk of 
QELROs, REDD plus, LULUCF and protracted discussions about dynamics in the BASIC 
block versus the Umbrella Group, or ALBA proclivities in the LCA track –  might rightly 
send most sane people to sleep – I do recognise the urgency and gravity of this issue. 
Having said what I just said, I'm grateful to be the first 'cab off the rank' this morning and I 
hope my talk of EU institutions and gigawatthours  is not too soporific for a Monday 
morning.   
 
I see action on climate change as a common-sense insurance policy against what the 
overwhelming evidence suggests is a path on which we cannot continue. There should 
always be room for healthy debate and open discussion, but regretably, the balance in 
media coverage here does not always accurately reflect the weight of expert opinion. 
Anthropogenic climate change is very likely real and the consequences serious to 
catastrophic. I'm sure Dr Raupach will enlighten us further today on this.  
 
I’d really like to leave you with two overarching messages today: 

1. the world is taking action on climate change  
2. the EU has set itself important objectives and has established concrete policy 

measures to achieve those objectives 
 



The world is acting: international negotiations continue 
 

Copenhagen was not a disaster 
I'm not going to limit my remarks to the UNFCCC, as I'll be discussing other policies 
related to climate change. But firstly, some comments on the international negotiations and 
how we see the way forward.  
 
International negotiations have not simply stopped. 
 
It seems to me that we've been unjustifiably sinking in post-Copenhagen apathy and 
cynicism. Commonplace, but highly misguided notions that climate science has been 
discredited don't help. Whilst I'm not going to contribute to this negative sentiment, I will 
state the obvious in that Copenhagen did not meet the EU's expectations. The 
Copenhagen Accord fell well short of our ambition to reach a robust and comprehensive 
agreement and it has several major weaknesses and gaps. For example: 

• It does not set global emission reduction targets.    

• It is not legally binding, and does not expressly foresee the conclusion of a legally 
binding Agreement. 

• It was not formally adopted as a UN decision, but only "taken note" of. 
 
 However, and this is a big 'however', it was a significant step forward:  

• It anchored the EU's objective of limiting global warming to below 2°C above pre-
industrial levels. Since December, more than 135 developed and developing 
countries, responsible for more than 85% of global emissions, have associated 
themselves with the Accord, and over 75 have notified targets or actions to limit or 
reduce their emissions. 

• It also provided the basis for regular monitoring, reporting and verification of those 
actions. 

• It contains a commitment to significant financing for climate action by developing 
countries and a related institutional framework - nearly 30 billion dollars in fast start 
finance for the next three years, and for the longer term 100 billion dollars a year by 
2020. 

• It gives guidance on tackling issues like reducing emissions from deforestation, 
technology and adaptation. 

 
In certain areas the Copenhagen Accord provides important political guidance for the UN 
negotiations that are under way to draw up a global agreement.  
But perhaps most importantly of all, Copenhagen put climate change at the top of the 
political agenda – even in a time of economic crisis. It brought an unprecedented 
momentum to the willingness of the vast majority of countries to act, even before a global 
agreement is reached.  

And let me say, we are seeing action by major players around the world. China, for 
instance, is aggressively purpusing renewable energy; it is shutting down inefficient power 
and industrial plants; it is promoting reforestation and working at reducing agricultural 



emissions. And China invested heavily in green stimulus. To quote a recent article in the 
journal Nature:  

'…China's renewable-energy sector already has a value of nearly $17 billion and employs 
close to 1 million workers. China is the leading global producer of solar cells, wind 
turbines, energy-saving light bulbs and solar water heaters, and is aiming to be the world 
market leader in fuel-efficient cars. On the policy front, China is adopting feed-in tariffs and 
power-generation targets for renewable energies, lower sales taxes for fuel-efficient 
vehicles and higher taxes on petrol and diesel, among other changes...' 

Of course, we welcome initiatives and political leadership from Australia in climate change. 
Climate change features prominently in our high-level blueprint for cooperation: the EU – 
Australia Partnership Framework. I also see Australia convened a workshop in which we 
participated ahead of the UNFCCC meeting which has just concluded in Bonn. 
 
Reducing Emissions from Deforestation and Degradation / Land use, Land use 
change and Forestry (REDD / LULUCF) 
How we account for LULUCF will have a crucial bearing on the environmental integrity of 
any future agreement, so target setting should take place only after accounting rules and 
modalities have been agreed.  The aim is to create a predictable and stable framework 
that incentivizes broad participation and contributes to fair and comparable reduction 
targets amongst developed countries. 
 
On REDD, framing actions around an ambitious, but achievable defined target is logical. 
We propose a goal of halting global forest loss by 2030 at the latest and reducing gross 
deforestation in developing countries by at least 50% by 2020 compared to current levels. 
The Copenhagen Accord recognized the crucial role of REDD and the need for the 
immediate establishment of a REDD+ mechanism. Let's build on this by ensuring this is 
taken up properly in the UNFCCC process. 
Incidentally, this is the international year of biodiversity. We should be mindful of the 
linkages between climate change and other major global issues and that these haven't 
gone away. I'm pleased to advise you that the EU has reached agreement on a 
comprehensive due diligence regulation to fight the trade in illegal timber, and we're also 
working on capacity building and trade agreements with tropical timber source countries. 
Illegal logging not only contributes to global warming, it undermines efforts to slow the 
decline in biodiversity and deprives governments of tax revenue to name just a few. We 
therefore welcome initiatives and progress on the part of other consumer nations, such as 
the US and Australia.  
 
Measurement, Reporting and Verification (MRV) 
Establishing a robust and transparent measurement, reporting and verification system is 
crucial for giving the recognition to the mitigation actions that have been taken and building 
trust in both developed and developing country actions and the delivery of support.  Also, 
for the EU, MRV is key for ensuring an effective regime that supports our efforts in meeting 
the ultimate objective of the Convention. Transparency within the system is essential so 
that we can keep track of our efforts and ensure comparability of inforamtion between 
Parties.The Copenhagen Accord contains specific provisions on MRV, but still a lot of work 
remains to be done in order to incorporate these provisions in the LCA text and in a future 
agreement. The EU sees that significant progress could be made in Cancun on this topic, 



through an decision setting out key high level principles of the MRV system and initiating 
the process to develop or revise guidelines.  
 
Climate finance 
The EU has made a significant pledge of fast start finance for 2010-2012 in Copenhagen 
and we are on track to deliver (€ 2.4 bn this year). It will be crucial for developed countries 
to deliver on their fast-start promise in order to build trust in the international climate 
negotiations. Within the EU, we have agreed to submit coordinated reports on the 
implementation of this commitment at the Cancun Climate Conference and, after that, on 
an annual basis. We hope that other contributors will do so as well. More generally a 
comprehensive set of statistics for climate financing will clearly be needed. Experience 
with fast-start funding should be considered when addressing post-2012 climate financing 
and support. 
 
Future of negotiations 
The two weeks of United Nations talks in Bonn that ended in mid-June made a little 
progress but it is much too slow. The same can be said of last week's meeting in Bonn! 
The negotiations need to shift up several gears. The talks will have to drastically 
accelerate at the next session in October if we are to have a chance of success in Cancun. 
 
So what are EU expectations for Cancun? The European Union would be ready to reach a 
legally binding deal at the Cancun conference in Mexico at the end of this year. However, 
it looks likely that some other key players will not.  
The absence of US legislation is without doubt a key obstacle to progress in the 
international negotiations. If the US does not adopt legislation it is hard to imagine that 
China will be willing to bring its domestic actions on climate change into an international 
framework.  
We have to recognise that a more step-by-step approach may be necessary and that it 
may be more realistic to set our sights on the UN climate conference in South Africa at the 
end of next year.  
In this case the EU's objective for Cancun is twofold: 1) to get a core decision which 
includes the framework and key elements agreed, as well as a clear mandate and 
timetable for negotiating a global agreement in South Africa; 2) to get a comprehensive 
and balanced set of decisions that anchor the Copenhagen Accord in the UN negotiating 
process and to address its gaps.   
On the legal form, we remain of the view that a single, legally binding agreement has many 
advantages. We are, however, open to accepting a second commitment period under the 
Kyoto Protocol provided that other major emitters take on their fair share of a global 
emissions effort as part of the wider agreement, and that weaknesses in the Protocol 
which currently undermine its environmental integrity, namely LULUCF accounting rules 
and the AAUs surplus, are fixed.  
 
EU on track to meet Kyoto target 
We rightly look to the future in a rapidly changing world, where, for example, the IEA 
reports that China now exceeds the US in energy consumption. However, the EU is 
certainly committed to the framework we have in place now: the Kyoto Protocol.  
The 15 older member states are well on track to meet their collective Kyoto Protocol 
target, as are the 12 newer member states, with the exception of Cyprus which does not 
have a target. 



 
EU is helping developing countries to access the international finance, which is 
coming down stream - the Pacific example 
Climate change financing is not just a question of how much money developed countries 
are prepared to make available for developing countries. It is also about developing 
countries having the ideas and ability to use the funds given to them. 
 
In this regard the EU has launched an initiative with Pacific Island countries to create a 
regional mechanism for handling the climate change funds. 
This initiative is designed to do three things: 
(i)         To help increase the political profile of the pacific region sp that these countries get 
at last their "fair share" of the available international finance; 
(ii)        To help the countries develop their own administrative capacity so that they can 
absorb the funds made available; and  
(iii)       To help attract other donors to the Pacific region who are not already there but who 
might be reassured by such a well functioning regional mechanism. 
The initiative has been very well received and is naturally being discussed with our 
partners such as Australia, New Zealand and others.  
 

What is the EU doing? 
 
In the EU, we have been active in all aspects of climate policy. Our ETS is now well-
established, we have binding renewable energy targets for all Member States and we 
continue to vigorous pursue an integrated portfolio of energy efficiency measures. We are 
working hard to realise our financing commitments and to build trust through transparency. 
And we are considering our options on whether, and how, to lift our international mitigation 
commitment from 20% to 30%, provided our partners increase their level of ambition. 
 

Carbon market 
 

Emissions trading 
Naturally, there is some debate in Australia over the merits of cap-and-trade, but I should 
say a few words about this from our perspective.  
 
Emissions trading is a flexible, least-cost mitigation tool and our own scheme constitutes a 
vital part of our strategy. It's working. It's not a new idea – emissions trading has been 
used in the US to control air pollutants like sulphur dioxide, since the 1990s and before this 
in their phase-out of leaded petrol. 
The adoption of the EU's Climate change and energy package in December 2008 
heralded important improvements to our greenhouse gas ETS – a more efficient, more 
harmonised and fairer system. From January 2013: 

• National allocation plans will be a thing of the past. There will be a simpler, single 
EU cap of minus 21% by 2020 from 2005.  

• The trading period rises from five years to eight. 



• Auctioning is more allocatively efficient and provides a source of revenue which can 
be used for climate change purposes. Our proportion of permits auctioned 
increases from a modest 4% now to more than 50%. Full auctioning is the default 
rule for the power sector, although there are some limited exceptions for newer 
Member States.  

• There is a possibility for opt-out of small combustion installations under 
25kilotonnes carbon dioxide equivalent or 35megawatts, provided they are subject 
to equivalent measures. 

• 300 million allowances from the New Entrants Reserve will be used to support CCS 
or innovative renewable projects. A call for proposals is expected within a few 
months.  

• Coverage will be expanded to include petrochemicals, ammonia, and aluminium, as 
will nitrous oxide emissions from certain industrial processes.  

 
EU ETS permit prices 
Current economic woes have inevitably flowed into lower permit prices – hovering around 
€15 at the moment. This is simply a market reacting to changing circumstances. 
Fluctuating prices are part-and-parcel of a market mechanism and the current nadir makes 
it easier for companies to comply with the scheme in tough economic circumstances. 
Furthermore, the ever declining cap in the EU ETS preserves the environmental integrity 
of the scheme. Any company looking to make long term investment decisions will see the 
continuing and inexorable decline in the cap – underpinned by EU legislation. For 
example, successive Point Carbon surveys show a growning consideration of the long 
term carbon price for companies under the ETS in new investment decisions. Furthermore, 
54% now say 'the EU ETS has already caused emissions reductions in my company.'  
 
The Clean Development Mechanism (CDM) 
The EU ETS has undoubtedly been a driving force behind the CDM to date – clearly 
illustrating the role the market can play in financing mitigation in developing countries. 
However, we do see a need for reform.  
 
The EU would like to see increased opportunities for the least developed countries to 
participate in the CDM and an improved geographical balance. As a project-based offset 
mechanism, the CDM has limitations and the EU sees an important role for sectoral 
crediting in generating a broader, more robust price signal through crediting against 
suitably ambitious thresholds, set below business as usual.   
 
Free permits 
On carbon leakage and the issue of free permits, there have been a number of 
inaccuracies and I wish to set the record straight:  

• Issuing free permits to sectors and sub-sectors at risk of carbon leakage remains a 
useful option in a world where abatement effort differs amongst parties. Obviously, 
the closer we come to a comprehensive international agreement, the weaker the 
arguments for such measures. 

• The total free allocation to industry is limited to the share of these industries' 
emissions in 2005 to 2007 and will decline with the emissions cap. 



• The absolute number of allowances distributed for free, which are to be shared out 
among the sectors, will be determined by ambitious benchmarks based on the 
average performance of the 10% most efficient installations in a sector. 

• As I have said, at least 50% of permits will be auctioned from 2013.  
In summary, sectors at risk of carbon leakage still have to play their part. 

 

Commission Communication 
 
Going beyond 20%  
On the same vein, in May, the European Commission presented a Communication 
analysing the options for the EU of moving beyond our 20% greenhouse gas emission 
reduction target, and also assessing the risk of carbon leakage. Some points worthy of 
reflection from the analysis are as follows: 
 

• The costs of meeting the 20% GHG reduction target have fallen by one-third. In 
2008 the costs in 2020 were estimated at least €70 billion a year. Now, they are 
estimated at €48 billion.  

• The additional costs in 2020 of stepping up from the 20% to the 30% reduction 
target are estimated at €33 billion a year. The carbon price in the EU ETS in 2020 
would increase from €16 per tonne of CO2 under a 20% reduction target to €30 
under 30%.  

• The greatest potential for emission reductions is found in the ETS sectors. Under a 
30% reduction target, the cap on EU ETS emissions would be set at 34% below the 
2005 level instead of at 21% below as it is now under the 20% target. The 
emissions reduction from sectors not covered by the EU ETS would be 16% below 
the 2005 level, rather than the current 10% reduction.  

• Geographically, the potential for further emission reductions is proportionally higher 
in poorer Member States.  

• CO2 taxes which target fuels or products to reflect their CO2 component can 
strengthen the incentive to lower emissions and their revenues can be reinvested in 
the economy to promote green growth and jobs.  

• There are co-benefits in terms of energy dependency and air quality. 

Commission Communication cont.: Reduced risk of carbon leakage 
• On carbon leakage, the report shows that the risk with a 20% target in current 

circumstances is comparatively lower than was assumed in 2008. EU energy-
intensive sectors as a whole would be in a slightly better position if all pledges 
under the Copenhagen accord were fully implemented. However, continued 
uncertainties about the implementation of the Copenhagen Accord justify 
maintaining the measures already agreed to help energy-intensive EU industries – 
that is: free allowances and access to international credits. 

• The incremental impact on carbon leakage of going from 20% to 30% would be 
limited, as long as free allocation and access to international credits stay in place.  

• An additional option could be to include in the EU ETS imports into the EU from 
energy intensive industries. This would pose a number of practical issues and 



would need to be very carefully designed to ensure full compatibility with WTO 
requirements. 

The Commission is now conducting a more detailed analysis on the policy options and 
costs and benefits, including at Member State level. 

The actual decision to move to 30% will not be taken lightly and is very much contingent 
on others playing their part. That is: developed countries committing to comparable 
emissions reductions and developing countries contributing adequately according to their 
responsibilities and respective capabilities.  

 
Clean Energy Action 

Renewables 
As energy policy and climate change policy are intimately linked, I'll briefly run through 
some of our efforts in this arena.  
 
A growing share of renewables in the energy mix helps address both energy security and 
climate change. Part of the suite of measures in our climate change and energy package 
included 20% of final energy consumption to be generated from renewable sources by 
2020, and a 10% target for renewables in transport. The 20% is broken down into 
individual member state targets. For example, Germany is to reach 18% (versus 5.8 in 
2005) and Malta10% (versus almost nothing in 2005).  
 
Although it's early days, an analysis released by the European Commission in March this 
year shows that the EU as a whole is firmly on track to meet the renewables objective, so 
I'm happy to report that the trend is in the right direction: 8.8% in 2006, 9.7% in 2007 and 
10.3% in 2008. 
 
Within the EU renewables legislation, and with oversight by the European Commission, 
Member States can make deals, or statistical transfers amongst themselves towards 
meeting their respective targets, thus  providing flexibility without compromising the 
objective. They can also pursue joint projects.  
 
Unfortunately, the EU is an easy target for criticism over its renewables policies. EU 
measures are sometimes alleged to cause perverse outcomes such as biofuel demand 
fueling the destruction of tropical rainforest for oil palm. Actually, we have stingent 
standards for net greenhouse gas savings – starting at 35% for today, then rising over 
time. We also have explicit sustainability criteria. Biofuel from oil palm does not meet the 
minium greenhouse gas savings under our scheme – so cannot be counted towards a 
Member State's target.  
 
Growth in renewables will bring its own challenges though. It's all very well incentivising 
deployment of renewable energy sources, but you have to get the energy to where its 
needed and for electricity you need to ensure the grid can cope. For the EU overall, the 
share of electricity from renewable energy sources is expected to reach 33%-35% by 2020 
accentuating the need to improve the electricity grid's ability to manage and balance 
electricity flows and to improve the interconnections. Smart Grids will clearly play a role, 
and the EU is investing in upgrading electricity and gas infrastructure [over €2 billion in 
EERP]. Under the renewables legislation, Member States are required to take the 
appropriate steps to develop all infrastructure to ensure networks' secure operation as they 
accommodate more electricity from renewable energy sources. And the Commission 



intends to present a new proposal for an Energy Infrastructure Package by the end of the 
year that will form the basis for future strategies to develop infrastructure and 
interconnections at the European level. 
 
Photovoltaics 
Over the last decade, European photovoltaic companies have achieved a staggaring 
average annual production growth rate of over 40 %. Currently the turnover of the 
photovoltaic industry amounts to some € 10 billion. For the whole European Union, 
approximately 70 000 people are employed by the photovoltaic sector and although 
productivity in the photovoltaic industry progresses with automated production and 
reduced unit and system costs, the rapid market growth will create new jobs in Europe. 
 
I only mention solar as an example, and I see that the Australian Energy Resources 
Assessment outlines the huge potential for renewables such as solar, geothermal, wind, 
ocean and bioenergy in the mix in this country. Siemens, ABB, Vestas, Acciona, Schneider 
Electric, Alstom, Areva are just a few companies operating successfully in the renewables 
space in Australia.  
 
Growth in renewable energy 
The renewables sector continues to grow strongly in the EU. Renewable energy sources 
accounted for 62% of the new electricity generation capacity installed in the EU in 2009.  
 
2009 is the second successive year that renewable energies have accounted for the 
majority of new investments.  
 
Carbon capture and storage 
Whilst we must continue to vigorously pursue renewable energy deployment through 
research and development and creating the right incentives for commercialisation, like 
Australia, the EU is also investing in carbon capture and storage. In order to make deep 
cuts to CO2 emissions – all abatement options must be considered because we inevitably 
face the reality that many countries, including most EU Member States are still heavily 
reliant on fossil fuels.  
 
The European Commission and many Member States were quick to join the Global 
Carbon Capture and Storage Institute – a useful Australian initiative. On funding, the 
European Economic Recovery Plan allocated some €1 billion in CCS. The 6 successful 
projects receiving this money were announced in December last year, along with the 
successful recipients of the €565 million for 9 offshore wind projects. The CCS projects are 
in Poland, Italy, the Netherlands, Germany, Spain and the UK and will utilise a variety of 
technologies. 
 
As I've mentioned, 300 million allowances from the New Entrants Reserve of the EU ETS  
have been set aside for CCS or innovative renewables projects. That's about €4.5 billion at 
today's carbon price. 
 
 
Renewables / CCS conclusion 
So to quote the IEA's new Energy Technology Perspectives report: 
'…No one technology or small group of technologies can deliver the magnitude of 
change required…' 
 
 



Resource and energy efficiency 
Of course, cap-and-trade and striving to decarbonise our energy systems are only part of 
the solution - and the EU recognizes this. Energy efficiency is the no-regrets, low-hanging-
fruit. 
 
For example, our appliance energy labelling laws have been so successful, they're now 
being revamped. Like a particularly diligent student, with the new system, the labelling 
scale from A-G will be further differentiated by adding the new classes A+, A++ and A+++ 
on top of class "A". The new scale will further increase competition between manufacturers 
for the benefit of the consumer and of climate change mitigation. It will also help them to 
advertise their products better. The law foresees that advertisements containing energy-
related information or price must include a reference to the energy efficiency class of the 
product. This provides consumers with vital information to make informed choices. 
 
 

Overall conclusion 
So to wrap up, let's say I'm cautiously optimistic on climate change.  
 
I believe in the power of human ingenuity.  
 
And clearly, progress is being made in the international sphere – but not quite enough. 
Parties' actual pledges and actions fall well short of us achieving the 2 degree target – as 
things stand at the moment anyway. To have a good chance of staying under this 2 
degree 'guardrail', developed countries will have to achieve emissions reductions in the 
order of 80% – 95% below 1990 levels by 2050 and this is a constraint which the EU takes 
seriously and has endorsed publicly. However, all developed countries including our own 
Member States must not underestimate the enormity of this task, or indeed, the economic 
opportunities it presents.  
 
 
The EU is an historically and culturally disparate group of 27 sovereign countries, with 23 
official languages, half a billion citizens, with vastly different economic circumstances and 
politics. That the Union is aiming to become the most climate friendly region in the world 
and that it has taken, and continues to take, decisive, meaningful, collective action is a 
cause for optimism in my view.  
 

**********End********* 
 
 


