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	Name
	Gareth Stace     

	Organisation / company *
	EEF, The Manufacturer's Organisation (including UK

Steel)


	Job title *
	Head of Environmental Affairs

	Department *
	     

	Address
	Broadway House, Tothill Street

London SW1H 9NQ


	Email *
	gstace@eef-fed.org.uk

	Telephone *
	020 7654 1506

	Fax *
	     

	Website *
	www.eef.org.uk


	Organisation Type
	Please mark/give details as appropriate

	Non Governmental Organisation (NGO)
	 FORMCHECKBOX 


	Public sector (e.g. local / central government, hospitals, universities) (please give details)
	 FORMCHECKBOX 

	     

	Retail sector (e.g. supermarkets) (please give details)
	 FORMCHECKBOX 

	     

	Service sector (e.g. cinemas, hotel chains, banks) (please give details)
	 FORMCHECKBOX 

	     

	Energy supply industry
	 FORMCHECKBOX 


	Heavy industry / manufacturing
	 FORMCHECKBOX 


	Property management
	 FORMCHECKBOX 


	Trader / verifier
	 FORMCHECKBOX 


	Academic / research
	 FORMCHECKBOX 


	Individual
	 FORMCHECKBOX 


	Other (please give details)
	 FORMCHECKBOX 

	Trade Association


NB: on the form below, please leave the response box blank for any questions that you do not wish to answer. Any other comments can be recorded in the box at the end of this form. All boxes may be expanded as required.

	Targets and Budgets

	Setting statutory targets

	1.
Is the Government right to set unilaterally ​a long-term legal target for reducing CO2 emissions through domestic and international action by 60% by 2050 and a further interim legal target for 2020 of 26-32%?

	1.
EEF supports the introduction of a long-term framework for climate change policy. It is vital for business planning and investment that a greater degree of certainty exists over the future level of constraints on carbon emissions and the pace with which they are introduced. We therefore welcome the government’s intention to establish statutory emission reduction targets for both 2020 and 2050. 

2.
The ‘validity’ (i.e. the appropriateness) of the specific targets being proposed is difficult to assess given the complexities and timescales involved. An accurate understanding of the technical feasibility and economic viability of these long-range targets is not possible several decades ahead. Therefore, the targets must be flexible enough to adapt to changes in scientific, economic and political circumstances. 

3.
Reducing domestic carbon emissions by 60% will require a concerted effort across society and a major transformation of the economy (e.g. significant de-carbonisation and improved energy efficiency in electricity supply, transport, industry and residences). Pursued unilaterally, such an approach could have serious adverse economic impacts on carbon intensive industries. As a consequence, the 2050 target will be more economically viable within the context of an economy-wide and multilateral effort to mitigate climate change. 

4.
Government should commit to regular review of its policy on climate change targets to ensure that UK businesses, which operate in internationally competitive markets, are not find their competitiveness undermined by UK climate change policy. Ironically, the UK could achieve many of its climate change targets by displacing manufacturing industry to non-carbon constrained economies, but this would do nothing to reduce global warming. 


	2.
Is the Government right to keep under review the question of moving to a broader system of greenhouse gas targets and budgets, and to maintain the focus at this stage on CO2?

	5.
It should be recognised that global warming is a function of a range of greenhouse gases. The UK should not only focus its attention on CO2 because there is the danger of ignoring other, more damaging, gases. The conversion of greenhouse gas (GHG) releases into CO2e (CO2 equivalent) is well understood and as such the government should base its climate change targets on all GHGs, including those from agriculture and land use changes.




	Carbon budgeting

	3.
Should the UK move to a system of carbon management based upon statutory five-year carbon budgets set in secondary legislation?

	6.
The rationale for five-year budgetary periods is strong. It provides a degree of certainty to business, enables yearly fluctuations in emissions drivers to be managed and is compatible with the timescales of existing international agreements.

7.
A five-year budgetary period should have sufficient flexibility to accommodate the inevitable fluctuations in emissions drivers (e.g. energy prices, weather and economic growth). Over a five year period, trends in such factors should be relatively stable.  Yearly budgets, in contrast, would run the risk of being missed on account of unpredictable fluctuations (e.g. weather-related energy consumption). 

8.
The major, climate change related, international agreements currently in place (i.e. the United Nations Framework Convention on Climate Change and the EU Emissions Trading Scheme) operate on five yearly cycles. Setting five-yearly budgets will enable developments in these agreements to be factored into UK policy more easily than would be the case with a different accounting period


	4.
Do you agree there should be at least three budget periods in statute at any one time?

	9.
Setting five-year carbon budgets, three at a time, will provide a fifteen year view of the level of carbon constraint in the economy. The greater certainty provided by such a framework will help businesses to plan, manage their emissions and invest in abatement measures cost-effectively.

10.
The proposed five year carbon budgets are short in the context of industrial investment. For many manufactures five years is very short, where it can take years to design, build and phase in plant that could then operate for around 30 years. Consequently three budget periods of five years each should be the minimum horizon for the Climate Change Bill.


	Reviewing targets and budgets

	5.
Do you agree there should be a power to review targets through secondary legislation, to ensure there is sufficient flexibility in the system?

	11.
When establishing a forty-year policy framework designed to stimulate behavioural change, a delicate balance needs to be struck between certainty and flexibility. There must be sufficient certainty to provide a stable investment environment and stimulate behavioural change, but also sufficient flexibility to ensure the framework remains responsive to major changes in the economics and science of climate change.

12.
EEF welcomes the proposed ‘review clauses’. However, legislators should consider whether the circumstances under which they can be activated are sufficient to provide the proposed framework with sufficient credibility. In particular, EEF supports the case for an economic ‘trigger’ – i.e. a provision within the Bill to review, and where necessary amend, the targets where there is significant change in the economics of climate change.

13.
Circumstances which might warrant a review of the targets include significantly slower or faster technological development than anticipated and a realisation that the economic impacts of climate change have been significantly over- or under-estimated. Government needs to retain control of climate change policy by maintaining sufficient flexibility to adjust the targets in light of major changes in economics of climate change. Without such a provision unnecessary costs might be incurred, opportunities for cost-effective abatements missed and avoidable climate change-related damage caused.

14.
However, were an ‘economic trigger’ introduced it would need to be carefully designed and exercised with caution to avoid undermining confidence in its stability, although this is equally the case with the two existing ‘triggers’ (where there have been significant developments in scientific knowledge about climate change or changes in international law or policy).


	6.
Are there any factors in addition to, or instead of, those already set out that should enable a review of targets and budgets?

	15.
See answer to question 5.

	Counting overseas credits towards the budgets and targets

	7.
Do you agree that, in line with the analysis in the Stern Review and with the operation of the Kyoto Protocol and EU ETS, effort purchased by the UK from other countries should be eligible in contributing towards UK emissions reductions, within the limits set under international law?

	16.
EEF believes that the option of meeting domestic targets through carbon credits derived from abatement overseas is essential. Emissions should be reduced where it is most cost-effective to do so. Therefore, the legislation should not place an arbitrary limit on the degree to which overseas credits can be used to meet carbon budgets. Otherwise cost-effective opportunities to reduce carbon emissions might be missed. EEF supports the Bill’s approach whereby determining the appropriate balance between domestic and overseas emission reductions will be an exercise in judgement by Government with the advice of the Committee on Climate Change. 

17.
The value of overseas investment projects should not be underestimated. As well reducing global emissions, such projects result in the transfer of financial resources, and potentially environmental technologies, to the developing world and actively engage other members of the international community in climate change mitigation. 

18.
However, whist flexibility should be retained over the quantity of overseas credits which can be used, only credits of the comparable quality to domestic abatement should be eligible. For overseas credits to be used, assurances must exist that emission reductions associated with such credits are genuine, sustainable and fully verifiable.


	Banking

	8.
Do you agree it should be permissible to carry over any surplus in the budget? Are there any specific circumstances where you consider this provision should be withdrawn?

	19.
EEF supports the unlimited ‘banking’ and limited ‘borrowing’ facilities proposed in the Bill. Managing the costs of climate policy change requires flexibility over the timing of emission reductions. 

20.
Banking should not be restricted. There is no logical reason why any ‘surplus’ emission reductions should be lost because the reductions required by a given budget have been exceeded. 


	Borrowing

	9.
Do you agree that limited borrowing between budget periods should be allowed?

	21.
We agree that borrowing between budget periods should be allowed, but that is should be limited to avoid the potential for continual deferral of emission reductions. Irresponsible borrowing could undermine the credibility of carbon budgeting and, in the worst case scenario, render the long-range emission reduction targets unachievable. The proposed 1% limit on borrowing would seem to offer a reasonable balance between flexibility and credibility.




	Compliance with carbon budgets and targets

	10.
Is it right that the Government should have a legal duty to stay within the limits of its carbon budgets?

	22.
The credibility of the proposed framework will rely on government being held effectively to account over climate change policy. EEF believes the accountability provisions proposed in the Bill will make this possible.

23.
Under the Bill, government is directly accountable to Parliament for staying within the constraints of each five-yearly carbon budget and for meeting the 2050 target. A compliance report must be presented to Parliament after each budgetary period and after the 2050 target year. In addition, government is also indirectly accountable to the Committee on Climate Change (‘the Committee’). The Secretary of State must take into account the Committee’s advice (e.g. on carbon budgets) and respond to the Committee’s annual assessments of progress delivered to Parliament.


	The Committee on Climate Change

	The need for an independent analytical organisation

	11.
Do you agree that establishing an independent body will improve the institutional framework for managing carbon in the economy?


24.
EEF welcomes the establishment of a body to provide impartial advice on climate change policy and assess progress towards the long-range targets. This is vital to ensure that carbon policy is as cost-effective and environmentally relevant as possible.

	25.
EEF agrees that an independent body should be set up to oversee the carbon budget. Within the independent Committee, an in depth understanding of industrial processes and economics is vital, as industry experts will be able to provide crucial information on abatement potential of industrial sectors that will be contributing significantly to the reduction targets.

26.
In advising emission reduction targets, the Committee will need to consider the balance of effort carefully. Industry has made significant advances in the area of CO2 reduction and as such greater emphasis now needs to be placed upon the domestic and transport sectors.

27.
There is no limit to the length of tenure of Committee members – it is entirely at the discretion of the Secretary of State. While suitable knowledge and experience may mean the potential pool of candidates is limited, we believe that members should be appointed for a term to the committee and that the terms of appointment of each member must be transparent and a matter of public record. However, we believe that there should not be a fixed limit to the number of terms a committee member may serve. 

28.
The Bill empowers the Secretary of State to provide guidance and give directions to the Committee with which it must comply. To avoid the Committee being compromised, and the potential for its independence being questioned, any guidance or directions should, again, be transparent and a matter of public record. 

29.
Equally, the Secretary of State should be obliged to take on board advice from the Committee and should be required to justify to the Committee reasons why its advice is not taken.


	Functions of the Committee on Climate Change

	12.
Do you agree that the Committee on Climate Change should have an advisory function regarding the pathway to 2050?

	30.
To ensure its independence from government, we think it is appropriate that the Committee has an advisory rather than a policy making or proposing role. In particular, EEF welcomes the Committee’s extensive advisory role in relation to carbon budgeting (i.e. advising government on the level of budgets, the degree to which ‘credits’ and ‘debits’ should be used, and the respective contributions of sectors covered by trading schemes and those which are not). 

31.
However, EEF believes that that the Committee should also be charged with advising government on the respective contributions towards meeting a carbon budget which each sector of the economy should make. Ensuring that all sectors of the economy play a full part in reducing emissions will be essential to ensuring that environmental objectives are achievable and met as cost-effectively as possible.

32.
As part of its annual progress report, the Committee should be explicitly charged with indicating whether or not it believes that the 2020 and 2050 targets remain appropriate and, if not, on what grounds. 




	13.
Do you agree with the proposal that the Committee on Climate Change should have a strongly analytical role?

	33.
EEF agrees that the Committee on Climate Change should have a strongly analytical role. It is therefore important that, in order to formulate scenarios of how the UK will achieve its emissions reductions goals, the Committee has access to expert independent analysis, in particular forecast modelling – both scientific and economic. We agree with the draft Bill, that it is imperative that this analysis is clear, transparent and independent of government and is free from political interference, which would otherwise potentially damage its credibility.

	Factors for the Committee on Climate Change to consider

	14.
Are these the right factors for the Committee on Climate Change to take into account in assessing the emissions reduction pathway? Do you consider there are further factors that the Committee should take into account?

	
34.
The proposed list within the draft Bill is comprehensive and we would stress that business competitiveness, economic analysis and forecasting should firmly remain at the top of the list in terms of the factors that the Committee should take into account. 


	Membership and composition

	15.
Do you agree the Committee on Climate Change should be comprised of technical experts rather than representatives of stakeholder groups?

	35.
EEF welcomes the general philosophy behind the composition and appointment of the Committee (i.e. that it is composed of expert appointments rather than elected representatives of stakeholders). This is vital to ensure the Committee’s independence from capture by sectional interests.

36.
It is essential that the members of the Committee be experts, rather than stakeholders.  The list we see within the Bill sets out the expertise that is needed.  In terms of resource, the Committee must be adequately resourced and, more importantly, to enable it to be an independent body, its secretariat needs to be independent of government and government departments, as EEF believes that an independent secretariat would avoid any conflicting relationship between government and the Committee


	16.
Are these the appropriate areas of expertise which should be considered? Do you consider there are further areas that should be considered or any areas that are less important?

	37.
EEF would agree that the various areas of expertise within the list are correct, however, government should be minded to ensure that the Committee members have experience from a range of diverse backgrounds.

	Enabling powers

	Extending the suite of domestic trading schemes

	17.
Do you agree with the principle of taking enabling powers to introduce new trading schemes?

	38.
The implications of the proposed ‘enabling powers’ are significant – empowerment of the Secretary of State to introduce an unlimited number of trading schemes, at virtually any level of the economy, through secondary legislation. As a consequence, such powers would need to be exercised with extreme caution and not lose sight of the impact on the competitiveness of manufacturing if enacted.

39.
EEF welcomes the limitation on the proposed enabling powers whereby only schemes in which allowances are allocated free of charge can be introduced via this route. Trading schemes in which allowances are not allocated free of charge could have significant financial consequences for participants and should be subject to the higher level of scrutiny associated with primary legislation.

40.
The introduction of the proposed enabling powers should not result in a presumption in favour of emissions trading as the policy tool of choice for addressing climate change.  A range of policy measures – including taxation and regulation, as well as emissions trading – will be required. Different measures will be appropriate for different activities or areas of the economy. 

41.
For example, the administrative burden associated with emissions trading may render such an approach counterproductive in relation to emissions from individuals, households and small businesses. 

42.
EEF would argue that in terms of regulating to reduce emissions, a ‘one size fits all’ policy can not apply. Various parts and sectors of the economy are reliant on a whole range of abatement opportunities and are subjected to significantly different international competition issues and timescales of CO2 reductions.  


	Benefits and structure of enabling powers

	18.
Do you consider that these powers are sufficient to introduce effective new policies via secondary legislation? If not, what changes would you make?

	43.
We are supportive of the enabling powers only being used to introduce schemes in which allowances are allocated free of charge but retain some concerns which we have outlined in our response to question 17 (above). 

	Reporting

	The need for regular, independent monitoring of the UK’s progress

	19.
Do you agree that the Committee on Climate Change should be responsible for an independent annual report on the UK’s progress towards its targets which would incorporate reporting on a completed budget period every five years?

	44.
These proposals will add credibility to the planned reporting structure laid out in the draft Bill and would validate the government’s assessment. However, we would like to see the reporting lag shortened (currently 18 month), in order to enable both the Committee and government to react in terms of complying with both that current budget and the 2050 target.

45.
In terms of the five year validation report to government, EEF believe that there will be considerable scrutiny by both industry and NGOs on the government five year compliance statement. However, the Committee’s report on the compliance statement will give us a reasonable assessment as to whether the government and the Committee agree on the emissions reporting, interim & final targets and the climate science. 




	Adaptation

	20.
Is statutory reporting the best way to drive forward progress on adaptation while at the same time ensuring Government is able to develop flexible and appropriate measures reflecting developments in key policy areas?

	46.
EEF welcomes the proposed introduction of a requirement on government to report regularly to Parliament on the risks and impacts associated with climate change and the policy response to them. However, the Bill should contain an explicit requirement for government to seek the advice of the Committee on each such report. 


	Other responses or comments

	(Please use the following space for any other responses or comments)

	     


