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INTRODUCTION

laude Fischer, President of

Confrontations Europe - | wish you all a

very warm welcome, and | would in
particular like to thank Mario Sepi, president of
the European Economic and Social Committee,
for opening the doors of “his” home, that of the
civil society. Mario Sepi has given fresh impetus
to the EESC, a Committee with which
Confrontations Europe has enjoyed thrashing

out social issues for a very long time.

In today's context of severe crisis, the climate
package holds out the hope of massive
investment and of millions of potential jobs. Now
that the objectives have been defined, they need
to be put into practice to set virtuous circles in
motion. Would it not make sense to begin
implementing measures today, and to start
mobilising all those involved to prepare for 2013?
In this run-up to the Copenhagen conference on
climate change, we need to pave the way by
creating synergies between the 450 million
Europeans and between the member states of
the European Union. The crisis is global, and it is
important that we find a new development model
together, and yet we still don’'t understand the
meaning of an eco-efficient economy. This is what
this session of the European economic
discussions will focus on, and for several months

now Hervé Fischer has been preparing the
ground with the strong support of all those
involved: the European Commission, the
organiser of Green Week, and the different
associations, regions, trade unions, etc.

I would like to hand you over to Mario Sepi, trade
unionist, federalist and disciple of Altiero Spinelli
who, like his mentor, aspires to building Europe
around practical projects. A great European has
granted us the pleasure of opening our
discussions today.

ario Sepi, President of the European

Economic and Social Committee - It is
a great honour for us to
welcome you to the
European Economic
and Social Committee,
and in doing so we are
true to our political line,
which aspires to the
EESC being looked
upon more and more
as the home of European civil society. If we are to
pull out of the crisis, we need to create conditions
for a new development and consumption model.
Since the scientists who gathered in Copenhagen
confirmed the most pessimistic forecasts last
March, no one is harbouring illusions anymore:
something has to be done. And yet the European
Council, which has been so occupied with the
Irish and economic crisis, has neglected this
urgent matter. | have to say that | feel our political
leaders lack vision. To emerge from the crisis we
need to establish new rules for our financial
markets, but no qualitative objectives have been
defined. This is a missed opportunity, because if
we are to ask nations to change their
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development model, we need to provide
representative bodies with the means to convince
these nations that they will receive something
coherent in return. As political powers do not
seem to possess the required powers of
conviction at this time, civil society has an
extremely important role to play. We are
struggling with the short-

sightedness of our politicians,

who are concentrating on the

short-term even though the

problems most acutely felt

demand long-term solutions.

One of the consequences of

the political crisis in Europe is the rise in
nationalism and in anti-Europeanism, as was
demonstrated in the recent elections. The fact
that only 43% of the electorate went to vote for a
parliament that plays an instrumental role in the
drafting of 80% of all European legislation is a
clear indication that something is wrong. It has to
be said that the electoral campaign was
somewhat unusual. In fact it never really took
place, and we saw 27 electoral campaigns during
which the national majority and opposition parties
came face to face, but never really spoke of
Europe, or very little. And yet to ask citizens to
elect their European Parliament representatives
on the basis of exclusively national issues is to
deprive the latter of their true representative role.

As for the EESC, whose members have a more
long-term vision, it has adopted a twenty-two
point European programme, thereby equipping
itself for the first time with a coherent codex. As
our discussions today concern the fight against
climate change, the EESC affirms its support for
the adoption of new firm legislation to meet the
European Union’'s objectives regarding the
reduction of CO, emissions. It is of the utmost
importance that we reach a specific and binding
agreement in December in Copenhagen.
Behaviour needs to change, and we must all do

what we can to make sure this happens. Bearing
this in mind, Confrontations Europe’s decision to
organise these Discussions is both excellent and
timely, and I'm very glad to be a part of such a
productive initiative. The EESC, which will deliver
its opinion on this issue in a few months, is
thinking about organising an energy conference in
November in collaboration
with national economic and
social councils - provided that
the Lisbon Treaty is ratified,
as a European energy policy
presupposes a legal basis.

laude Fischer - Indeed, we
must all, as individuals, start working
towards finding and implementing solutions, and
in order to do so new partnerships must be
established between politicians and civil society;
this won't be easy, but we have not given up
hope of succeeding. Like Mario Sepi, | hope that
the UN leaders gathered at the Copenhagen
conference  on
climate change
will manage to
overcome their
differences to
define  specific
and binding
objectives.
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OPENING ROUND TABLE

The climate package:
beginnings, content, advantages and limits in the global economic crisis

Chaired by André Ferron , Researcher for Confrontations Europe
With: Jean-Pierre Bompard , Delegate for Energy, Environment and Sustainable Development, CFDT
Trade Union
Alex Bowen , London School of Economics, Principal Research Fellow at the Grantham Research
Institute, former Senior Policy Adviser to the Bank of England and Economic Adviser to the Stern
Review
Michel Cruciani , Senior Adviser, Paris-Dauphine University — CGEMP
Philippe Huet , Senior Executive Vice President in Charge of Strategy and Coordination for
Electricité de France, EDF
Damien Meadows , Deputy Head of Unit, Market Based Instruments including Greenhouse Gas
Emissions Trading, European Commission’s Environment DG

ndré Ferron , researcher for
Confrontations Europe - the The world is under threat from two
European Union wants to prevent the crises. The first is the climate crisis, of
global climate from changing on the one which we have been aware for some

hand, and to take action to revive growth time. In addition to this, a second

on the other. How can it do this? It has
drawn up a “climate package” in
response to the climatic crisis - the
beginnings, content, advantages and
limits of which we will briefly comment
on - and a stimulus package.

“surprise” crisis has recently arisen:
the economic and financial crisis.
They each provoked responses, and a
new idea began to emerge... why not
combine these responses to embark

on a green recovery plan, a Green New Deal?
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This idea has met with a fair amount of success
on several continents, and we now know that the
Copenhagen Conference in December will have a
decisive impact on the future of the planet.

The European Union began dealing with the
climate crisis a long time ago, and the climate
package has doubled the stakes with the “three
times twenty” rule: cut greenhouse gas emissions
by 20%; improve energy efficiency by 20%; and
achieve a mandatory 20% share for renewables
in the EU’'s overall energy mix by 2020. The
economic and financial crisis then provoked
emergency responses in no particular order.
Besides the fact that the European Parliament did
not consider the climate package “green” enough,
the terms of the “green recovery plan” vary greatly
from country to country. In November 2008, eight
member states requested that the implementation
of measures designed to fight climate change be
put on hold due to the financial crisis, while others
believed, on the contrary, that it was time to head
back to the drawing board as the recommended
measures did not go far enough... Such is the
backdrop, and | didn't want to brush over these
differences of opinion and points of view before
handing over to today’s speakers. The first will be
Damien Meadows, one of the creators of the
climate package.

amien Meadows , Deputy Head of Unit,

Market Based Instruments including
Greenhouse Gas Emissions Trading,
European Commission’s Environment DG -
The energy/climate package outlines a road map
for tackling the economic and climate crisis
ahead. Already in the 90s, the objective was to
limit the temperature rise to 2. This would
provide us with a long-term framework for
reducing emissions, but at a very high cost. In
order to achieve this, the energy/climate package
approved by the Council and the European
Parliament at the end of December was
presented by the Commission in January and will
come into force on Wednesday 24 June, at

midnight. The aim, therefore, is to avoid a
disastrous change, like that described in the Stern
report. To head in the right direction, we need to
send out the right signals to civil society and
industry, and the best way to achieve this is via a
long-term pricing policy. Such is the intention of
the climate package. It also offers certain energy
supply guarantees, to counter the rise in oil prices
for example. As a result of these long-term price
indicators, the Commission and the Council
wanted to see all sectors make a more active
contribution.

While it is obvious that measures taken at a
European level will not solve everything, the main
thing is to implement a CO, emissions trading
scheme covering 50% of all emissions. A
significant reduction in emission volumes is
expected until 2020 and beyond, of around 2% a
year. We therefore know where we are heading
with regard to one half of the CO, emitted. The
price per ton, which today stands at around 30
euros, also sends out a clear signal. In times of
crisis, there are fewer resources available and
fewer emissions because of the slump in activity,
and the price per ton is relatively low. The
Commission believes that it will go up again when
we pull out of the crisis. This is a central
mechanism in the action taken, and the American
president is adopting the same line.

Another important factor
is the auctioning of
allowances. Producers of
electricity in particular are
going to purchase

allowances on the market

or from the government

and the prices will incite

them to develop new
technologies while also securing a budgetary
income. In industry, however, there will always be
free allowances. EU emissions account for only
14% of all CO, emissions, so even if they were
reduced to zero this would not solve the global
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warming problem. It is therefore important that the
other areas of the globe also take action. In the
meantime, businesses in EU countries will receive
free allowances according to the same system,
the purpose being to stimulate their
competitiveness in the global market.

Given that Europe is responsible for only 14% of
all emissions, a global carbon market needs to be
introduced in the long term. Canada, the United
States and Australia are in favour of such an
initiative, and are organising their markets to this
end. But developing countries must also make a
contribution and, in Copenhagen, the European
Union will negotiate the manner in which China
and Brazil can contribute. This will provide us with
a unique tool, a global price, for tackling this
international crisis.

On top of the emissions trading scheme there is
another initiative, the sharing of efforts: each
country must also contribute to the reduction of
emissions under the framework of its national
policies. Different countries will of course have
different objectives, established according to their
starting point, their GDP, and what may be
reasonably expected in terms of results. The
directive that sets renewable energy objectives for
2020 serves as a driving force in this area.

Revenues from auctioning can reach around 20
billion per year. Most countries will use half of this
to tackle climate change and to provide support at
a social level. As a result of a unique solidarity
mechanism, the richest countries transfer 12% of
auctioning revenues to poorer countries. Finally,
the sale of 300 million emission allowances will go
to funding research into renewable energies and
carbon capture and storage technology.

When all is said and done, the financial crisis
enabled us to better identify the actions that
needed to be taken, while using allowances as
effectively as possible. If we do nothing, we risk
facing a third crisis, but we need to adopt a global

approach within a predictable framework.
Technologies do exist for fighting global warming,
and we need to encourage businesses to use
them. At Copenhagen we need to take this global
approach even further by improving existing
policies, raising the awareness of all countries
and encouraging them to join us on the ambitious
path that Europe has charted.

ichel Cruciani, Senior Adviser, Paris-

Dauphine University — CGEMP - If, by
magic, the world
economy was to pick
up again tomorrow at
the same rate of
growth as before and
therefore with the same
energy gluttony, we
would be heading for a
serious energy crisis
because all of the budgetary resources have
already been exhausted. It would not have been
possible to  maintain  pre-2007  energy
consumption levels over the long term because
the production system, fossil fuels, climate and
pollution would not have allowed it. For that
matter, skyrocketing fossil fuel prices helped
trigger the economic crisis. We no longer have
the choice: we need to leave this economic
model, based on such high energy consumption,
behind us.

What's more, it has become obvious that we need
to react urgently as climate observations show
that the situation is evolving more rapidly than
expected: the melting of glaciers, storms, flooding
and drought are only going to get worse.

The climate package serves as a tool in this fight.
Damien Meadows outlined the mechanisms,
without drawing full attention to the main
objective, which is to reduce energy consumption
by 20% before 2020. This is not provided for in a
specific text in the legal sense, as it will be
achieved via existing texts or texts that will be
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adopted at a later stage. It is nonetheless the key
component of the package.

These measures will be a source of constraint for
all those involved, be it the Commission, member
states, financiers, businesses or private
individuals. The implementation schedule was
established in 2007, in other words within the
framework of the previous economic model. It
was therefore supposed to be implemented
gradually, over time, to avoid curbing growth. But
growth has now come to a halt and, in actual fact,
if we want to overcome the economic crisis more
quickly we need to implement these measures
earlier than planned. Let me give you a few
examples.

Each

member

state has to

draw up a

national

renewable

energy plan for June 2010. But if these plans
were published as of 2009, we would be sending
an encouraging signal to the wood and solar
energy sectors, which it may be possible to
develop in a given country or more interesting to
develop elsewhere, as the climate package takes
into account the EU’s average level. What's more,
the renewable energy directive provides for the
certification and qualification of operators based
on vocational training programmes, but by 2013.
Can we not therefore anticipate and accelerate
the process by training those out of work and the
employees concerned? The directive also
provides for each member state updating its own
codes and regulations on the use of decentralised
renewable energy technologies - i.e. those
installed at points of use, and on the roofs of
buildings in particular - but has set neither a
timetable nor a deadline. If we could determine
these provisions today, work could begin on the
roofs of old and new buildings, to implement solar
water heating for example. From a more technical

point of view and, once again, according to the
renewable energy directive, the Commission must
publish the specifications for heat pumps using
renewable energy sources before December
2012. Manufacturers will obviously wait until these
specifications have been published, as they will
impact their procedures. Certain EU countries
show a strong development potential in this
sector, so why wait when publishing them sooner
would give it a real boost?

All of these examples have one thing in common:

taking action would cost member states nothing,

as it would involve either regulatory measures

that can be rapidly taken or sectoral negotiation.

On top of

that, they

would

rapidly reap

the benefits.

But to pave

the way

they would

need to invest money, the main obstacle therefore

being reluctance to make already significant

public deficits worse. Public funding priorities

must lie in research. Existing technologies will

allow us to achieve the objectives set for 2020,

but not those set for 2050. Others need to be

invented to divide the volume of CO, emissions

by four and to increase the percentage of

renewables in the overall energy mix from 25% to

50%. According to the IEA, this means doubling,

or even increasing tenfold, the research and
development budgets of member states.

Nonetheless, the money needed can be found
within the current framework, without making
deficits worse. In order to do so taxation needs to
be redirected to energy consumption, with the
introduction of a bonus/malus system. This is
already partially the case, but we could envisage
its application at a local tax level, on property tax
for example, according to energy performance.
Also, public procurement practices, whether in
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connection with the building of schools or the
purchase of fleets of vehicles, should privilege the
energy consumption methods recommended by
the climate package. Furthermore, there has been
no decrease in private savings. These need to be
redirected towards new projects, notably in the
form of credit guarantees - many proposals have
been put forward in connection with this, and Mr.
Maystadt will perhaps speak to us about it.
Finally, the third party funding provided for in the
2006 energy saving directive has not been widely
implemented, despite attempts made in France
with the introduction of energy efficiency white
certificates, and in the UK in the form of energy
efficiency commitments. A possible target could
be low-income households; by attributing one
third to the financing of energy saving measures,
sums would then be recuperated further down the
line in the form of lower electricity bills. We could
also receive additional revenue by auctioning CO,
emission allowances, for example by selling a
share of the 2013 allowances ahead of time, i.e.
as of 2010. This would bring in resources and
offer the added advantage of smoothing out our
relatively fragile market, which would be
destabilised by the auctioning all in one go of
large quantities of allowances in 2013. Some of
these initiatives have already been implemented,
and many have brought to maturity in
Confrontations Europe working groups. Bringing
them all into play in the 27 countries of the Union
would create a drive and synergy enabling us to
make more rapid progress.

And we need to make more rapid progress. We
risk a major energy crisis if we resume our former
unbridled consumption. All of the leading
countries are aware of this, and they have
committed themselves to programmes aimed at
changing energy consumption patterns. If Europe
hangs behind, it will be overtaken by the United
States, India, China and even Korea, who have
all launched ambitious projects.

It goes without saying that this reorientation will
demand effort and even, let's be honest, sweat
and tears. But the general public is ready. The
unhoped-for success of the Grenelle Environment
Forum in France demonstrates that it is possible
to reach a staggering consensus. Local
authorities are also taking initiatives to this end,
and the results of the European Parliament
elections only go to prove that there are no
sanctions imposed on those putting forward
ecological ideas. What's more, in some cases the
efforts invested can pay off extremely rapidly.
Regulatory changes can generate all kinds of jobs
in the building or wood industries in just a few
months, from skilled design jobs to low-skilled
jobs, the latter being particularly in demand as
they are the most affected by the crisis.

On the other hand, some sectors, for example
heavy industry and production infrastructures,
need time to reorient themselves. The
energy/climate package, which places them
centre stage, makes it possible for them to evolve
gently, at their own pace, via a flexible emission
permit market. Because the price per ton of
carbon is currently low, these companies are not
required to make excessive financial efforts in this
time of crisis to modernise their equipment.
Finally, the energy/climate package encourages
solidarity between the 27 member states.
Objectives are not determined according to the
potential of each member state, but according to
the mean potential of the European Union. Rich
countries can produce in other countries where
conditions are more favourable, and it is the latter
who suffer the most. The energy/climate package
can give these countries a much-needed boost,
while also strengthening cohesion within the
Union.

We have no choice, we have to adopt a less
gluttonous energy system. The only decision we
need to make is whether we do this quickly or
slowly. By doing it quickly, we will also pull out of
the economic crisis more quickly.
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ndré Ferron - Alex Bowen will assess the

climate package and the efforts made by
the European Union from the perspective of
Sirius, and the ability of the Union to convince the
rest of the world to join it in the fight against
climate change.

lex Bowen, London School of
Economics, Principal Research Fellow
at the Grantham Research Institute, former
Senior Policy Adviser to the Bank of England
and Economic Advisor
to the Stern Review -
Michel Cruciani stressed
the urgency of the
situation, and it is today a
fact.. The world is
currently faced with what
the IMF has described as
the biggest recession
since the Great Depression, and with the early
stages of the much more serious problem of
climate change. If nothing is done to resolve the
climate crisis, it will have devastating
consequences on agriculture, access to water
and ecosystems, and will cause a significant
increase in natural disasters. Since the scientists
who gathered in Copenhagen last March
confirmed that the most pessimistic forecasts of
the IPCC are in fact in the process of coming true,
we have become more aware of the serious
threat hanging over future generations, and of the
fact that this crisis will also have extremely
important social repercussions, with a general
exodus from regions affected by the rise in sea
levels and from those most affected by drought.
Greenhouse gas emissions per head are currently
twenty times greater in the United States than in
India, and some populations are under more
threat than others. We therefore face equity
problems between nations. In other words,
fighting climate change is not just a scientific and
economic necessity, it is also an ethical issue.

The sooner we take action the better. If we move
quickly, we will have time to implement well-
thought-out actions at a controlled cost, phase out
and replace high CO, emitting installations
gradually (rather than having to do it in a rush
later on), and contain the rise in temperature
below the 2T threshold established by the
European Union. There will also be positive
collateral effects, such as greater energy security
and a reduction in local atmospheric pollution.
The governments and businesses that act quickly
will shape a new and profitable market.

We are facing quite a challenge: not only will we
have to start reducing CO, emissions significantly
within the next five years, but the objective aimed
at limiting the rise in temperature to 2T is
becoming more and more difficult to meet.

CO, emissions are probably faling at the
moment, but they will only fall temporarily and not
for the right reason, i.e. because the global
economy has declined so rapidly as to surprise
economists. The recession is further exacerbated
by problems with the international financial
system. Banks are no longer willing to lend, and
investors are much less partial to taking risks. It is
hardly surprising, therefore, to see activist tax-
and-spend policies making a comeback. Tax-and-
spend policies are not always the best tools for
macroeconomic change. Mind you, in today’s
context the usual advantages of monetary policy
are less obvious, as interest rates are next to
zero. It is essential that we coordinate monetary
and tax policies to free up credit, the absence of
which prevents households and businesses from
spending as much as they would like to.
Increasing public investment and introducing
targeted tax measures to stimulate spending by
the credit-constrained would have a much greater
multiplier effect on the economy than a general
income tax reduction - an impact three or four
times more important according to an IMF study.
The Grantham Research Institute believes it
would be wise to develop globally a fiscal stimulus
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amounting to around 4% of global GDP over 18
months.

Even so, the tax-and-spend measures must be
well thought out in order to achieve the strongest
possible multiplier effect, long-term social benefits
and confidence in governments’ determination to
control their budgets. We therefore need to act
rapidly if we are to pull out of the recession,
aiming for a significant “social turnaround” in the
long term. We must therefore turn the global
economy “green”

straight away, by

making the most of

recession-related cost

cuts and underutilised

resources.

Implementing “green”

framework

programmes as rapidly as possible will help
redress the imbalances in the economy while
paving the way for the future. But we mustn’t stop
there. As the recommended measures are
envisaged to be financed by borrowing only over
a limited time period, we need to anticipate a
long-term mechanism to follow on from this -
environmental taxes.

So what should we do? The Grantham Research
Institute has put forward a set of measures in the
form of a Green New Deal, underlining the fact
that governments have assets for fighting climate
change: low interest rates and raw material
prices. In this context, emphasis must be placed
on strengthening the energy efficiency of
buildings and training the unemployed in the
implementation of renewable energy
technologies. The Institute underlines the fact that
although transforming the energy generation
sector will have little impact on revival in the short
term - given the length of time required to change
its infrastructure - it has to be started as soon as
possible to initiate the long-term transformation of
the economy.

Today’s growth, which is based on the very high
use of CO,, is not sustainable; we need to create
the conditions for a low carbon intensity economy.
Of course, as is the case with all structural
changes, some businesses will benefit and others
will lose out, but there is considerable potential for
the most innovative businesses and for society as
a whole.

Coordinating policies will result in more rapid

structural transformations. The crisis resolution

strategy therefore

presupposes: giving

environmental taxes a

pivotal role;

continuously

increasing the price of

greenhouse gas

emissions; promoting

responsible behaviour - and the civil society has a

prominent role to play in this matter; removing all

obstacles to “green growth” by increasing funds

devoted to research and development in this area

extremely rapidly; making information about energy

saving more accessible; applying reasonable
standards; and strengthening energy networks.

As for the price of carbon, the European Union is
leading the way with the creation of a European
CO, emission allowance trading market, but the
signal is not yet sufficiently clear and prices are
too volatile. European institutions have acted
appropriately by directing tax incentives towards
green spending, but although numerous member
states have also done a great deal, according to
the conclusions of a study conducted by the
HSBC bank most of them have not yet
undertaken all the efforts necessary for fighting
climate change. And as a result of the recession,
total expenditure on sustainable energy
investment was reduced by 20% in the second six
months of 2008 compared with the same period in
2007. So there is still a lot to do.
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Having said this, we need to be cautious about
encouraging member states to involve themselves
in any great detail with technological change. It's
worth recalling what happened at the beginning of
the industrial revolution, when many thought that
the hot-air balloon as opposed to the railway,
would transform transport economics - and we all
know what happened. Because it's impossible for
us to predict accurately which technologies will
prosper, creating conditions conducive to an
evolutionary economy is a key factor for a well-
managed industrial policy. In order to do so,
governments must offer incentives to support
research and development. Given the recession,
member states are today having to act like
investors and financiers of last resort. And yet the
commitments they have made are inadequate.
Europe needs to move much faster and to
introduce the necessary financial framework before
the Copenhagen Conference to show that we are
taking the fight against climate change seriously
and, even more importantly, to protect the planet.

ndré Ferron - Jean-Pierre Bompard will

outline the point of view of the trade
unions, and will tell us if the workers affected by
the crisis are enthusiastic about the fight against
climate change or if they need convincing.

ean-Pierre Bompard, Delegate for Energy,
Environment and Sustainable Development,
CFDT Trade Union - As a member of the CFDT,
| represent the French trade unions
within the “sustainable development”
committee of the European Trade
Union Confederation, the ETUC. Before
| start, | would like to point out that the
HSBC study on the share of “green”
spending in recovery plans, mentioned
by Alex Bowen, has come under a fair
amount of methodological criticism. For
instance, in France, the measures outlined in the
so-called “Grenelle Environment” mechanism were
not included in the recovery plan - a recovery plan
discussed, incidentally, in the Ministry of Labour,

without the participation of the Ministry of the
Environment... Will it be incorporated in the future?
It would certainly be preferable, and the French
trade unions will push for this to happen.

Furthermore, there is still much debate about
which is the better alternative between the carbon
market or carbon tax. The Anglo-Saxons are
inclined to prefer the first solution, and this debate
may have serious repercussions in future
discussions with the United States. Price volatility
poses a problem for industrialists; the Kyoto
Protocol instituted free CO, emission allowances,
but the main emitters were not directly involved in
the agreement. If we introduce an international
emissions market tomorrow - although | doubt that
we will reach an agreement in this matter at the
Copenhagen Conference - who will manage it, who
will handle the tensions?

In a declaration issued on 4 March 2008, the
executive committee of the ETUC highlights that
the proposals outlined in the climate package
constitute a significant step forwards, but insists on
the fact that the social issues need to be taken into
account. In effect, it's complicated being a trade
unionist in a company allocated emission permits,
and also assuming what the fight against climate
change actually entails. It's difficult explaining this
to employees, particularly those in Poland, which
has a 90% dependence on coal for generating
energy. Quite obviously explanations are more
readily accepted in France, which has
adopted nuclear energy, than in other
countries such as Germany or the
countries of the former Soviet Bloc - and
the crisis has only complicated matters
further. Employees became fully aware of
the reality of climate change in 2007 after
the conclusions of the IPCC were
published, but although, according to
certain economists, the economic and financial
crisis was already in the making, its effects had not
yet been felt. It cannot be denied that the positions
adopted by trade unions vary greatly today
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according to whether employees are faced or not
with company reorganisation or closure. We are
therefore very aware of a major conflict opposing
the safeguard of employment and the fight against
global warming.

So we need to convince employees that this fight is
necessary. But those who maintain that it's
possible to effectively fight climate change without
causing suffering to employees are talking
nonsense. We need to sort things out once and for
all and, as the ETUC has requested, set up a
climate package consultation committee
comprising European social partners, and initiate
negotiations between social partners with regard to
its economic and

social consequences.

The Council and the

Commission are aware

of this, and we will only

convince employees

that this is the right

approach if we provide

them with professional

transition instruments,

which won’t be simple. | have often heard it said
that the building sector holds considerable
prospects for potential jobs. While it is true that
there is a great deal to do if we are to stop wasting
so much energy, we cannot simply transform a
steelworker into another skilled worker without
taking age and basic training into consideration,
plus of course the existing levels of unemployment
in the initial vicinity of the plant. Trade unions have
a great deal of experience in this area. We know
that proper transition programmes are required.

Michel Cruciani said that we need to move
quickly, and he’s right. As we are well aware, the
more rapidly we introduce changes, the less
damage will be done. But in the construction
industry for example, we would be hard pushed
today to move any faster than we already are. In
the case of France, following on from the Grenelle
Environment Forum, a roundtable was held to

tackle this issue with the support of Mr. Borloo.
We currently lack the manpower, and the skilled
manpower in particular, to introduce measures
concerning energy efficiency and the use of
renewable energy technologies. We need time
and accompanying measures, and trade unionism
has an important role to play in this regard. That
is why the ETUC insists on the need for social
dialogue. The transition will not be made simply
by saying that a fitter is to become an energy
performance analyst. It's not that simple. Part of
the revenues from auctioning emission permits
should be returned to member states, but part
should also go to the European Union for
implementing training programmes in this respect.
If all of the money
goes to  member
states, most of them
will use it to partially
absorb government
deficits, given their
levels. Objectives will
be set for 2050 to fight
global warming, based
on general consensus
of course... and today’'s decision makers will no
longer be around to bear the consequences. It
would make more sense to lay down restrictive
intermediary stages with reliable indicators if we
are to tackle the issues raised by the Stern report
and numerous economists.

Finally, the plans put forward by the Commission
and member states at the European Parliament
only mention reducing CO, emissions. | have
never seen any mention - although it is worth
checking the CAP reform - of reducing CH,, or
methane. Why? I'll let you guess. CH; is a
greenhouse gas that has a shorter lifetime than
CO,, but which has a much greater and faster
warming potential. If any studies have been
conducted in this area, we would be very
interested to see them.
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ndré Ferron - The debate is heating up.

hilippe Huet , Senior Executive Vice
President in Charge of Strategy and

Coordination for Electricité de France, EDF -
As much has already been

said on the subject, | will just

comment on three remarks.

First of all, Europe should be

thoroughly congratulated for

its innovative and ambitious

energy/climate package,

which is well on the way to

being adopted. We should

keep to the three times twenty objective. It
demonstrates a strong political will, which has
made it possible to rapidly reach a consensus. |
am also pleased with the way in which we have
learnt the lessons of the past, notably before and
since Kyoto, regarding emission permits. EDF
finds it helpful because, as you know, an industry
such as ours, which operates over a very long
cycle, bordering on a century for a nuclear power
station, relies on forward planning. A lot has
already been done, and there is still more we can
do to continue in the right direction, but we need
to receive long-term signals.

A system in which taxation and market measures
go hand in hand is inevitable. It will be difficult to
apply emission allowances to a widely-used
energy source, and a fair market price needs to
be fixed. EDF believes we should not hesitate to
act more rapidly in favour of a more European
focus, deeper integration, and a greater
regulatory determination. Finally, I'm pleased with
the manner in which countries have worked
together, in cohesion, as it's a first step towards a
European energy policy, and another stage on
the road to Copenhagen.

The second thing | have to say concerns energy
efficiency. Today, the challenge lies in finding
ways to consume less, more effectively and more
intelligently. Everything is becoming “intelligent”.

Take the house for example. Those who were
merely consumers yesterday make active
consumption decisions today, and assume control
of the situation in which they find themselves.
Today’s global state of play calls for creativity,
innovation and obstinacy. We need to shape the
renewable energy offering and consumption in
general, which should become more sustainable
in character rather than simply quashed.

I would like to mention two pioneering initiatives.
The first is that taken by Eurelectric, who has
dared to project itself into the distant future, and
has shown in its 2050 plan that electricity can be
the carbon-free solution in a sustainable
economy. From this perspective, the “Union
Francaise de ['Electricité” (French Union of
Electricity) wanted to demonstrate that it was
possible, without undergoing a revolution but
merely on the basis of existing technologies, to
reduce by more than 60% the production of
greenhouse gases by 2020 by substituting
electricity for fossil fuels. It is possible if we
introduce more electric vehicles, develop public
transport systems, and take measures to improve
housing and industry practices: the technologies
exist for this. Moreover, even though the
energy/climate package was not initially devised
with the intention of reviving the economy, it must
contribute to it in broader terms, and in such a
way as to ensure that energy remains an
accessible commodity during the transition phase.
To this end, EDF is contributing to the stimulus
package by investing in networks, renewable
energy technologies, wind farms and nuclear
energy. Investments increased by 40% in 2009,
representing 2.5 billion euros and 20,000 jobs in
France. EDF is currently investing in a form of
electricity that has its place in a carbon-free
economy, but it must remain accessible to
consumers. It is therefore important that
allowances, which will have to be paid for as of
2013, don't stand in the way of those who are
unable to pay. This question of affordability
remains critical.
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ndré Ferron - Now that the debate is

underway, the first question concerns the
pricing of emission allowances. Damien Meadows
is a supporter of the allowance system, while Alex
Bowen criticises its volatility. Could the climate
package be supplemented with a tax package,
i.e. a European taxation system? What does the
new Commission think about this? Does it want to
take revival further in anticipation of the climate
package?

Moreover, and as Jean-Pierre Bompard pointed
out, it is important to win over a majority. As a
result of climate change, some will come out on
top and some will lose out. EDF has come out on
top. But what about the automotive and road
transport industries? Without strong social
measures, and tools to secure the professional
transition from an industrial society to a new
carbon-free economy, we will not be able to
convince and mobilise society as a whole.
Philippe Huet has reminded us that we can shape
prices and taxation, but also that the price of the
universal electricity service must be accessible to
all. We can't simply double its price to fight global
warming, as this will trigger negative reactions
that will compromise this fight.

hilippe Herzog - | am very

sensitive to the concerns
expressed by Jean-Pierre Bompard,
and | would like to make two
remarks. First, | would like to draw
attention to the cohesive nature of
the work done by Confrontations
Europe, as these European
economic discussions have been
broken down into two successive sessions: one in
June focusing on the climate package as a
means to pull out of the crisis, even if this was not
its initial purpose, and one in December during
which we will stress the need for social
investment as well as long-term financing, which
Philippe Maystadt will also touch on today.

Without these three complementary factors - the
fight against global warming as a means to revive
the economy, social investment and long-term
financing - we won't pull through.

Secondly, we cannot simply extrapolate the
revival of former growth. This new growth must be
sustainable in nature. Will the crisis be resolved
with the end of the recession? Because it will end,
probably in 2010. And after this? We do not have
the tools needed to ensure sustainable growth,
and so the next five years will be terrible.
Yesterday | attended the Long-Term Investors
Club’s international conference in Paris. The best
experts, Rubini, the IMF and the OECD were all
saying that growth will not be sustainable. The
banks will need time to do what they have to do,
and we should expect to wait ten years before
American households begin consuming again.

What drivers are needed to create sustainable
growth? They exist in China for example, but what
about in the West? The idea of an industrial
renaissance has only been on the agenda for a
short time, including in the United States. In
Europe, too, we think of it in terms of the fight
against climate change. But the longer we wait
before implementing investment drivers, the
harder it will be to find our way back to the road of

development and sustained
prosperity. It is extremely important
that we manage to reconcile the
rapidity of action called for by Michel
Cruciani  with  answering the
qguestions raised by Jean-Pierre
Bompard. Among the factors
obstructing this industrial

renaissance  figure not  only
financing, given the state of public finances, but
also the issue of human resources, which we
severely underestimate. How can we proceed
without training the population - not only the
young, but also the working masses? We must
link rapidity of action and the human issue, but it
will be difficult.
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lawomir Adamczyk, Deputy Director
of the National Commission of
Solidarnosc - | totally agree with Jean-Pierre
Bompard. Politicians have no
trouble declaring that it will all
work out in the end, but it is
our job to be watchful of the
consequences in the course

of implementation.

Damien Meadows reminded

us that Europe only emits
14% of all greenhouse gases. In the United States,
the Obama administration is very aware of the
problem. But what about elsewhere? How are we
going to incite those countries increasing their
emissions to behave more responsibly? In the long
term, the introduction of the climate package will
have a beneficial effect on the European economy.
But in the short term its application may well prove
suicidal, as it wil impede European
competitiveness faced with China, who is not
restricting its emissions. We may see more and
more companies relocating to countries that are
considered more attractive because they do not
comply with our labour law and because they offer
the additional advantage of not enforcing
ecological standards. We need to find a means to
contain this unfair competition. European trade
unions are clamouring for this. Europe wants to
implement the climate package. But it's not an
island. Europe is definitely blazing a trail, but even
if we're sure it's headed in the right direction, it's
not moving in the same direction as the others. We
need to persuade the others to join us, or we’'ll fail.

ierre-Jean Coulon, President of Droit &

I'énergie SOS Futur — The problem is made
even more complex by the fact that there are 1.8
billion people in the world today who do not have
access to energy, and they want access. And this,
incidentally, is the objective of the United Nations
Millennium. The most recent power plants were
built in Zaire, Togo, Ghana, Senegal and Burundi.

They operate on heavy fuel oil and coal, and will
increase global greenhouse gas emissions. How
can we refuse 1.8 billion

citizens  throughout the

world the right to use

energy? Or, we make sure

its clean energy. But

installing such facilities is a

complex procedure, and

they lack the necessary

skills. They have to choose

between two evils. Jean-Pierre Bompard is right to
remind us that we need to be cautious about the
results of Copenhagen.

amien Meadows - We will go back over

these questions during the dinner debate
organised to conclude our work, in the presence
of our Chinese and American guests. | can
already say that we are more than aware that
while the European Union needs to take action,
the other countries must also play their role in this
common fight. This is why we have set our
emission reduction objective at 20%, a figure that
we will increase to 30% if other developed
countries join us and make similar efforts. Tax
measures and training programmes will be
implemented and free emission allowances
attributed to companies in European countries,
because although the Union needs to set an
example, it must not lose its industries.

ean-Pierre Bompard - The three points

raised by Philippe Herzog are indeed
indissociable; it is therefore essential that they be
dealt with all together. This is not yet the case.

To answer my colleague from Solidarnosc, |
would like to reiterate my call for precise
objectives and a binding agreement. If we don’t
manage to achieve this in Copenhagen, and | will
be deeply concerned if this is the case, we could
accord ourselves an additional six months if
necessary, but we must not content ourselves
with a declaration of intent - this would be
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perceived by employees as a sign that nothing
has changed, with the European Union continuing
down its chosen path and the other countries
down their own. We are already finding it
extremely difficult convincing employees in the
automotive and iron and steel industries that this
fight is worthwhile. A precise roadmap is
essential, otherwise awareness will regress.
People will think “it's all light years away”,
because Europe doesn't feel it is the most
affected by the kind of extreme phenomena
associated with climate change.

Finally, we cannot wait until 2011 for the new
IPCC report. This is too long, and it's
inappropriate given the state of emergency.

lex Bowen - It is essential that the
professional  transition be  properly
organised, but it seems to me that the structural
transformations we are preparing for are of a
more limited
scope
compared with
what has
already been
done for the
European
agriculture and
iron and steel
industries over the last sixty years. We need to
have a clear idea of what we are aiming for, and
we have good reasons for being optimistic
because more workers are employed per
production unit to produce renewable energies,
particularly in the initial phase, than to produce
traditional energy. Researchers at Berkeley
University have shown that employment in
California has greatly benefited from the
environmental policy.

What's more, with the Copenhagen Conference
coming up, it's important to realise that numerous
countries are embarking upon the same path as
the European Union, but in a different way. In this

way, and even if it still has a great deal to do,
China has significantly stepped up its environmental
standards. We all have lessons to learn from each
other - not only China from the European Union, but
also the Union from China. We should remain open
to the exchange of best practices between the
different regions of the world.

ichel Cruciani - While it's clear that we

need to create a Social Investment Fund,
it would be criminal to tell employees in the sectors
in question that they can carry on as usual. When |
arrived at EDF, the electrical power plant
population operated on heavy fuel oil; it is now fed
by nuclear energy. Change is therefore possible,
with social support, but to believe that we can
remain bent on the past is, and | repeat, simply
criminal. In the 1960s, growth fostered change. We
must find our way back to the road of economic
growth, but growth based on a different model. The
key objective is to find new paths for growth.

Pierre-Jean Coulon
is of course right,
and if we need to
reduce our
consumption, it's
also to offer these
countries access to
energy.

hilippe Huet - Like Michel Cruciani, |

believe that we have no other choice but to
support the evolution, while keeping our
leadership focus on the social aspect. We must
also step up our research and development
efforts. Half of the electricity used in the world
today is produced using coal; how can we make
this production carbon-free? And, let's face it, we
need to clean up our own backyard! As
industrialised countries, we should get to work on
reducing our emissions and helping others.
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ROUND TABLE 1

The challenge of climate change in the corporate se  ctor

and in national stimulus packages as a means of fig

hting the recession?

Chaired by Nicolas Théry , Director for Resources, Cooperation and Strategy to the European

Commission’s Environment DG.

With: Bruno Bensasson , Head of Economics, Strategy and Sustainable Development Directorate, GDF Suez

Carlos Gasco Trevesedo , Head of Prospective Regulation, Iberdrola Renovables

Jaroslaw Grzesik , Deputy Head of the Energy Division of the Solidarnosc trade union

Graham Smith , Senior Vice President, External Affairs, Toyota Motor Europe

Roland Verstappen , Vice President, International Affairs and Corporate Responsibility, ArcelorMittal

icolas Théry , Director for Resources,
Cooperation and Strategy to the European
Commission’s Environment DG - Now that we
are familiar with the
standpoint of the public
authorities, we will look at
how the corporate sector
and trade unions are
adapting to what is a
necessary evolution, but
one made  extremely
difficult by the crisis. To
begin with, Graham Smith will give us the point of
view of the automotive industry.

raham Smith, Senior Vice President,

External Affairs, Toyota Motor Europe -
The economic crisis has had a spectacular impact
on the automotive industry in Europe. Car
production fell by 35% in 2008 compared with
2007, with sales dropping to a greater or lesser
extent according to the country. In order to tackle
this situation, numerous industrialists in the sector
asked the European Union and member state
governments for support in the form of liquid
assets and loan guarantees. The main objective
is to help the smallest companies, those who
have suffered the most. The “scrap premium”
programmes are a key element of esupport for
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what is an essential industry for Europe, as 12
million Europeans either work in our sector or are
directly dependent on it. But these programs also
have an environmental impact, because

new cars produce less CO, than those

that have been placed in storage. It
therefore represents a crucial step

towards environment preservation.

Like the other manufacturers, Toyota has

felt the effects of the crisis. It has seven
production facilities in Europe, six

logistics centres, one research centre and its
headquarters in Brussels, and a design bureau in
Nice; it employs, either directly or indirectly, 80,000
workers. The company therefore had no choice but
to take practical steps to overcome the problems
affecting it. We therefore adopted, with the support
of our social partners, a plan aimed at preserving
jobs with a focus on training and preparation for
the recovery and an ecological dimension. Our
workforce is our most valued resource; we want to
conserve employees’ skills so that we're ready
when the upswing comes.

The Prius, which is a hybrid car and our most well-
known vehicle, is symbolic of Toyota technology in
every respect. For a long time, we have
endeavoured to build a “sustainable company” by
focusing our efforts on the full manufacturing and
sales process. This approach was not born of the
crisis but is a stand we have long taken, as the
Prius was launched in 1997.

Our environmental preservation strategy finds
expression in a permanent effort to reduce energy
consumption throughout the cycle, i.e. from
manufacture through to the sale of vehicles.
Hence, energy consumption per vehicle fell by
44% between 2001 and 2008 at the Valenciennes
plant, which is one of our flagship sites. Our
permanent objective is to reduce the level of CO,
emitted per manufactured vehicle, and also our
overall volume of emissions. In other words, we
have adopted a global ecological approach that we

apply not only to the vehicles we produce, but also
to the manufacturing process itself.

Because we apply the same strategy to
sales, we have introduced a “green
concessions” programme. The building
of the first such site has just begun near
La Rochelle. The standards adopted for
the construction of the building, which
will open in 2010, are more restrictive
than any other European or
international standards. Heat and water
pumps are to be installed along with photovoltaic
arrays, and we have made provision for a
rainwater recycling area and a green roof that will
serve as a future habitat for animal life. The
manner in which this building, which will cover
5,000 square metres, has been designed should
make it possible to reduce water consumption by
60% compared with  “traditional” Toyota
concessions.

We see our environmental commitment as a way
of responding to the economic crisis, and we don’t
want this crisis to become a pretext for giving up
on pledges already made; we will continue striving
for the “zero emission” objective, which reflects our
global environmental strategy, as highlighted in our
advertising campaign.

The third-generation Prius, which Toyota has just
begun to market in Europe, emits 89 grams of CO,
per kilometre - which only goes to show that we
stick to our guns. But we need to replace fossil
fuels with other energy sources to reduce
greenhouse gas emissions and improve the quality
of the air, which is polluted by far more gases and
particles than just CO,. Research should not
therefore concentrate on a single alternative
energy source. We believe that the best option for
the future is the hybrid vehicle, which can be
simply recharged from an electrical socket at
home, thereby providing greater autonomy. We
are beginning to introduce this technology in the
United Kingdom and in France in partnership with
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EDF. Bearing in mind that 5% of all car journeys
cover less than ten kilometres, and 80% of
journeys cover less than twenty-five kilometres,
there is an obvious potential for electric and
hybrid (petrol-electric) vehicles.

In order to adapt to the ecological challenges and
hence tackle the economic crisis, we are therefore
working to develop rechargeable hybrid
technology. In 2010, we will have 500
demonstration vehicles at our disposal, including
150 in Europe and 100 in France - in the
Strasbourg area - to win consumers over. The
“ecological” technology offering in the automotive
sector is rapidly increasing, and the Prius is
already a significant step towards the objectives
set for 2020. What we really need to find out is
whether consumers are ready to change their
vehicles. Manufacturers should not have to
convince them alone. Public authorities need to
introduce tax incentives, educate consumers, and
raise general awareness. We therefore need more
support from Europe and from member states to
make sure consumers accept the new
technologies.

oland Verstappen, Vice President in
charge of International Affairs and
Corporate Responsibility, ArcelorMittal - After
presenting our company,
I would like to talk first
about the impact of the
crisis on the steel
industry, and then about
what we intend to do to
help fight global warming,
because steel production
does produce a great
deal of CO,. I'm pleased to hear Mr. Smith saying
that car manufacturers want to reduce CO,
emissions, and ArcelorMittal would also like to join
this movement, by producing a more lightweight
steel for example.

Just a quick reminder. After much heated debate,
the merger in 2006 between Arcelor and Mittal
Steel gave rise to what is today the largest steel
company in the world. Turning out between 110
and 120 million tons per year, we account for 10%
of global steel production. We have 300,000
employees across all continents. In Europe, for
example, we have a strong presence in France,
which accounts for 10% of production, and we are
also present in Belgium, Luxembourg, Spain,
Germany, Poland, Romania and the Czech
Republic, as well as Ukraine, Kazakhstan and
Turkey. We also have sites in Africa, Canada, the
United States, South America and China.
ArcelorMittal is therefore a truly international
company, and the steel industry, which was for a
long time considered a national industry, has today
taken on an global dimension. We are therefore
even more concerned by the fight against global
warming, while also doing what we can to ensure
the price of steel remains reasonable.

In September 2008, Mr. Lakshmi Mittal was proud
to organise a large conference in India, which was
attended by 600 to 700 executives from all over the
world. And then came the collapse of Lehman
Brothers. We decided to immediately reduce
production by 30%. Today, our production has
fallen by 40 to 50%. Some ecologists will no doubt
see this as a good thing: when production falls, so
do CO, emissions. But, rest assured, it is not a
good thing for the economy: only 9 of our 25
European blast furnaces are operating, with the
huge social consequences that entails. In Europe,
we normally produce 40 to 45 million tons. This
year, we will produce between 18 and 20 million at
best. Under these circumstances, our primary
focus is the social impact of the crisis. We have
always been proactive in this area, and our
company socially responsible. We are therefore
working on these aspects with governments and
with the European Commission.

Nevertheless, we are also taking steps to help fight
global warming. We've already done quite a lot. In
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1970, the manufacture of one ton of steel emitted
three tons of CO,; today, thanks to technological
innovations, it emits two tons. After such a sharp
drop it's impossible to continue at the same
rhythm, and we no longer have much room for
manoeuvre. We therefore need a technological
breakthrough. More specifically, of the 12 carbon
capture and storage experimentation projects
envisaged in Europe, we believe it's essential that
one be devoted to the iron and steel industry. The
aim would be to succeed in emitting just one ton of
CO, per ton of steel manufactured. But this is
extremely expensive. A pilot scheme in Germany
and in Florange is set to cost around 400 million
euros. The German and French governments are
prepared to offer their support, and we are in the
process of finalising the financing plan. We will also
contact the European Investment Bank. Everybody
needs to rally around for this type of project for it to
be successful. If it is, we envisage extending this
technology to all sites, but we must first of all be in a
financial position to do so and we need to ensure
prices remain reasonable. It would cost us 25 billion
euros to install the new manufacturing process at
our 79 blast furnaces throughout the world! So
potential does exist, but this gives you some idea of
the difficulty, and European governments need to be
made aware of this.

This project should become an operational reality
as of 2020. In the meantime, we are nonetheless
moving forwards. We have introduced an
international database for recording our CO,
emissions to see if it's possible to improve
volumes using existing processes. Our,
admittedly more modest, objective is to reduce
CO, emissions by another 8% per ton by 2020
and to recover the heat from blast furnaces. This
way, we would reduce the volume of CO, emitted
per ton of steel produced by a further 170 kilos.
This may appear modest, but in reality it's a lot,
particularly given the economic context. As far as
the future is concerned, the carbon capture and
sequestration method is still the subject of much
discussion, and some fear that the carbon will be

released at a later date. We believe that this
project can be a success.

icolas Thery - | will now hand over to

Bruno Bensasson, who represents a
group from the energy sector that is both
diversified and integrated.

runo Bensasson, Head of Economics,
Strategy and Sustainable Development

Directorate, GDF Suez - The energy sector has a
key role to play in the fight against global warming,
and the convergence of

interests  between this

sector and public

authorities regarding

climate and recovery

issues is underestimated.

Yes, companies have a

social and environmental

responsibility, and as a

result of this they are as concerned about ecology
and employment as governmental bodies. But they
are also responsible for building an electricity and
gas market, and for satisfying customers and
securing growth. Therefore, the climate also
represents an economic challenge for a company
such as GDF Suez, whose energy mix contains
very little carbon and who as a result has a
competitive advantage.

What contribution are we making to the climate
plan? Firstly, we are all affected by this problem,
which demands a global solution - so we also
need global companies to manage global
systems beyond Europe and on all continents.
GDF Suez is present throughout the electricity,
gas and energy efficiency services supply chain
at a time when energy saving is playing a key role
in the climate plan and in the fight against global
warming in general. The group’s revenue
distribution clearly shows this, as energy
efficiency services account for 17%.

What's more, the fact that the group is present on
all five continents gives us a global view, even fif,
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historically speaking, Europe is the focal point. The
electricity branch is mainly based in Europe, South
America, increasingly in the Middle East, and to an
extent in North America. Gas plays an important
role in the diversification of resources and has the
added advantage of improving supply security,
another objective of the European energy policy,
which must be reconciled with competitiveness
and the fight against global warming. Finally, the
group has developed its energy efficiency services
essentially in Europe, with a strong base in France
and operations in about ten EU countries. As a
global company, GDF Suez wants to see a global
approach in the fight against global warming.

The group makes an active contribution to this
global solution in the form of investment. Between
2008 and 2010, GDF Suez will invest 30 billion
euros throughout the world, i.e. 10 billion per
year, which isn’t bad if you look at how much the
European Union and the various member states
have allocated to economic recovery. The group’s
objectives are in line with the climate plan and
with the development of an effective internal
energy market to fight global warming at least
cost. This investment also has a social impact, as
GDF Suez, who already employs 200,000 people,
creates 20,000 new jobs per year.

This global and committed initiative is intended to
further the fight against global warming. 80% of
the group’s energy mix is already low in carbon,
and 40% contains no carbon at all. A large share
is devoted to renewable and nuclear energy
(40%), and to natural gas. As a result of this, GDF
Suez is one of the companies with the lowest CO,
output per electric megawatt hour, behind EDF
and lberdrola. Its levels are particularly low in
Europe, and slightly higher at an international
level: GDF Suez would like to contribute to an
international global warming policy, implemented
on all continents. In order to preserve this low
carbon mix, GDF Suez must maintain the share of
nuclear power at 20%; that of renewable
energies, which already account for 20% with a

mix of hydroelectricity, wind power (the group is
the leader in France in this field) and solar
energy, should double by 2013.

Because of its global presence, GDF Suez is
waiting to see the introduction of international
regulations, and will therefore be keeping a close
watch on the outcome of Copenhagen and on
actions taken following the conference. The group
would also like to see greater cohesion, because
although the three objectives of the European
policy are compatible, they are not always
convergent; this is particularly true of the fight
against global warming and the aim to maintain
competitive energy prices. We need to see
Damien Meadows’ reasoning through to the end.
We can't create a carbon market and then be
surprised when this signal is passed onto the end
user. In much the same way, we can’t create an
international carbon market and then restrict the
trading of emission credits. Finally, the group
hopes that this regulation will be stable. A power
plant represents several decades of investment,
which calls for visibility.

The subject of these discussions is whether the
climate package may be seen as a way out of the
crisis. In answer to the “three times twenty”
question, | would say “three times yes”: yes in the
short-term, as the investments that need to be
made in the energy sector will actively drive
economic activity and recovery; yes in the
medium term, as recovery resulting from
economically useful investments - of which the
energy market is just one example - will make it
possible to sustain revival when it comes to
restoring public accounts; and yes in the long
term, as few sectors in the European Union have
such a commercial advantage at an international
level, and we need to push this advantage. This
will happen on two conditions: if, as part of a
global initiative, the rest of the world also takes
the same road to avoid unfair competition; and if
the European Union pushes this advantage by
supporting this sector and, in particular, research
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and development in areas such as biogas, CO,
capture and storage or intelligent meters, in which
our company is involved.

arlos Gasco Trevesedo, Head of

Prospective Regulation, Iberdrola
Renovables - Bruno Bensasson described the
general framework, which |

will not go back over. For

about twelve years, Iberdrola

has massively invested in

renewables, and has a

subsidiary that specialises in

this field: it invests 4.5 billion

per year in renewable energy

technologies, working in 23

markets, half of which are in Europe and the rest
mainly in the United States. The company is a
source of 50,000 direct jobs, and renewable
energy creates some additional 15,000 indirect

jobs.

We believe that renewables will play a key role in
helping us out of the current situation. I'm not
talking about the fight against global warming and
greenhouse gas emissions, or about improving
supply security, which they do by their very
nature, but about their role as a source of growth
and employment. We need to accept
responsibility for changing the face of our
economy. We can't continue down the same road
we've been on for the last century; today's
challenges are different, the world is different, and
we need to produce energy differently. Like GDF
Suez, lberdrola wants to conduct its business
differently, but we still want to do business: ours is
a private company, it has no ties with public
authorities and is only accountable to its
shareholders, and the rest of stakeholders, who
will be dissatisfied if its executives don’t make the
right choices. Choices are therefore made for
essentially economic reasons.

Renewable energy is not something promised for
the distant future, it's already a reality. In Spain, it

provides 12% of the country’s electricity, and wind
farms stand at 17,000 megawatts, i.e. enough
electricity to satisfy the consumption needs of 17
million people. It represents a potential 200,000
jobs, which is more than one of the country’s most
traditional economic activities, which is the fishing
industry, or the shoe industry. Billions are
transferred to third countries in the energy sector
each year, and yet Europe could use more
intensively the sun, the wind and hydropower to
secure supply and promote a healthy economy.
In order to achieve this, an appropriate
regulatory framework needs to be defined and
implemented, and the directive adopted under
French EU presidency marks a major step
forward in this area; planning to triple wind farm
energy production is indisputably a step in the
right direction. But it's important not to stop there,
and steps must be taken to intensify investments
in such a way as to transform the economy while
forging a political and social consensus

If we are campaigning in favour of renewable
energy, it's because it will be the most competitive
form of energy in the long term. In the last twenty
years, the price of wind and solar energy has
been reduced by half. If the cost of investments
continues to fall, the cost of fuel being nil, our
industry will be more competitive in the long term.
We are taking things to heart because increased
competitiveness will mean new jobs and more
value for our shareholders. And so we invest
heavily in research and development, not only to
feed the electric cars to be produced by Graham
Smith, which we would like to see operate on
wind energy, but also to create competitive
power, to even supply ArcelorMittal...

icolas Théry - Trade unions are often

left out of this type of debate, but this
isn't the case here. Choosing the environmental
option means choosing a social option, as the
manner in  which employees and the
organisations representing them behave is
decisive. It's a pleasure for me to now hand over
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to Jaroslaw Grzesik, Deputy Head of the Energy
Division of the Solidarnosc trade union.

aroslaw Grzesik , Deputy Head of the
Energy Division of the Solidarnosc trade
union - | represent the mine and energy
federation of the Solidarnosc
trade union, whose position |
will explain. You may think
that some of what | have to
say is irrelevant, but | was
invited to this roundtable to
give my point of view and |
want to make the most of
the opportunity. Actually, |
will probably need a little more than the allotted
speaking time, but considering that I'm the only
trade unionist present at these discussions | hope
you won't hold it against me.

I have in front of me a report on climate change
dated 22 December 2008, signed by seven
hundred scientists of high repute who refute the
anthropic origin of global warming. Seven
hundred scientists, in other words twelve times
more than the number of members of the
intergovernmental panel on climate change - the
IPCC - whose scientists are, for that matter, more
and more numerous to challenge conclusions.
This is the case of the authors of this report.

We need to reflect on the sheer scale of the
greenhouse effect, but, unlike water vapour, CO,
emissions only contribute a little to the problem,
while carbon is naturally emitted in abundance: by
tectonic plates when they collide, by volcanoes,
by swamps, and the earth also emits substances
containing carbon. Needless to say, man
produces CO, when using peat, when farming
soya or corn, and when deforesting massive
stretches of land by fire, particularly in tropical
regions, where 500 million hectares of forest have
already been destroyed. In fact, if we fail to
reduce the rate of deforestation in these regions,
2 million square metres of forest will disappear

each year between now and 2050, and 85% of
the Amazonian forest.

But to what extent can the increase in the
greenhouse effect be directly imputed to human
activity? Eminent scientists estimate the share of
total fossil fuel combustion in the global warming
phenomenon at 1.2%. The European Union is
responsible for 14% of all CO, emitted by such
combustion, i.e. 14% of 1.2%. In other words, the
objective to reduce European emissions by 20%
won't have any impact on the greenhouse effect.
So why are we fighting for it? We should listen to
the 31,000 American scientists, 9,000 of whom
are doctoral students, who have signed a petition
asking their governments to reject the Kyoto
Protocol and all similar agreements! Why do we
never speak of the Heidelberg Appeal, signed by
4,000 scientists including 72 Nobel Prize winners,
or of the Leipzig Declaration, or of the Oregon
Petition, which highlights the absence of any
strong proof that the production of greenhouse
gases causes or may cause, in the foreseeable
future, a catastrophic increase in the Earth's
temperature?

icolas Théry - Time is running out, and |

would like now to open the debate to the
floor. This way, you'll be able to answer any
questions.

hierry Dedieu, Confederal Secretary of

the CFDT trade union — What we have just
heard reflects a very rare, if not unique, trade union
standpoint. It does not reflect the point of view of
the ETUC. The ETUC supports the IPCC report,
which it feels is beyond dispute. The position we
have just heard does not therefore reflect the
official trade union position on this subject.

laude Fischer - | would like to debate the
subject with our Polish friends, but | would
advise them to avoid negationism, which is
dangerous ground for everyone, themselves
included. We can all put words into scientists’
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mouths, but it is essential that we analyse man’s
actions to determine how they may be improved.
We wanted your opinion about the EU climate
policy, which proposes policies suited to individual
member states and pushes for solidarity to enable
Poland, along with all the other member states, to
become involved in a diversification effort specific
to reducing greenhouse gas emissions. It's about
transcending our differences to offer people
training in  more rewarding professions,
demanding more skills, to reorient the economy
without leaving people out of a job.

ené Prieels, Emeritus professor, UCL

(Université Catholigue de Louvain) -
Carlos Gasco Travesedo spoke in favour of
renewable energies, but they share the same
characteristic in that they are instantaneous. How
will we get around the problem of storage? Since
these are new electricity products, should we not
be thinking about the construction of high-voltage
lines? Finally, | see that 80% of energy production
is currently of fossil origin. In the year 3000 there
will be no more oil, gas or coal. We will therefore
have had to switch to nuclear or renewable
energies. In other words, the climate issue seems
to me to be of secondary importance compared
with the energy issue.

icolas Théry - | would like to ask Graham

Smith the following question: “scrap
premiums” all have a “green” objective as they are
only paid out for the purchase of a car emitting less
than a certain proportion of CO,, but this proportion
is different in different countries. What do the
manufacturers think of this difference? | would also
like to ask Roland Verstappen how we can
evaluate the impact of the price of carbon, and
Bruno Bensasson what share of GDF production
will be of nuclear origin. Carlos Gasco Trevesedo
said nothing about biofuels; what role do they play
in Iberdrola Energies Renouvelables’ strategy? For
Jaroslaw Grzesik | have a practical question. The
climate package exists, it has been unanimously
approved by the heads of member states and the

EU government, and by an overwhelming majority
at the European Parliament. In this context, what
do you envisage in terms of social changes in the
coal sector in Poland?

raham Smith - As the European

automotive industry is part of a more
global industry, anything that fragments the market
places it in difficulty. By respecting the principle of
a single market, we can produce efficiently and
reduce our costs. “Scrapping premiums” are a
good stimulus for the European automotive
market, but it goes without saying that a single
standard imposing upper limits on emissions
should be the rule. The fact that standards are
different in different national markets increases
production costs, makes matters more complicated
and diminishes resources intended for research.

oland Verstappen - We are working to

achieve two objectives: to preserve the
planet and to preserve the metallurgical industry.
We therefore need to remain competitive. The
price of carbon, whatever it may be, is integrated
into the sale price. In Europe, where we have
introduced an emissions stock exchange, prices
fluctuate. As our competitors do not bear these
costs, we should benefit from free carbon
allowances. It stands to reason that, in a context of
global competition, if the price of carbon is ten
euros in Europe and zero in China, it is impossible
for us to compete; if we have to add the price of
CO, on to that of the steel, our customers will head
for our competitors. ArcelorMittal is in favour of
emissions trading, but we hope that President
Obama, who has expressed his intention to set up
a similar system, will learn from our mistakes. That
said, if China doesn't follow suit it won't work. In
anticipation of the Copenhagen conference, we are
therefore increasing our efforts to encourage China
and all of the other countries to establish a
common roadmap aimed at reducing emissions.

runo Bensasson - As far as nuclear
energy is concerned, GDF Suez has
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always wanted a diversified mix. There is no
perfect solution, but a well-balanced portfolio
consists of nuclear and renewable energies along
with fossil fuels with as low a carbon content as
possible, combined with the most possible use of
carbon capture technology. Nuclear energy is in a
strong position regarding the three objectives of
the European energy policy, i.e. ensuring price
competitiveness,

supply security and

fighting global

warming. So we

must stop

condemning it.

Having said this,

each country has

its own mix, and

there is nothing to

say that we all have to have the same energy mix
to be able to trade in the energy market.

On top of nuclear energy, renewables and fossil
fuels, we feel that solar energy has considerable
potential. It is not very visible, does not compete
with agricultural markets, and offers great
potential... but it's pricey. At the present time,
solar-produced electricity costs considerably more
than ordinary electricity. This is a good reason for
the European Union, member states and the
corporate sector to support research and
development in this field. In any case, nuclear
energy has a well-deserved place in a balanced
energy mix to ensure coherency between the
energy policy’s three objectives; the choice to
maintain levels at 20% was not made randomly,
but because it provides a realistic estimate of
what the ideal balance should be.

arlos Gasco Trevesedo - As our group does

not work with biofuels, I'm not in a position to
talk about it. We will no doubt need to create a
biomass market, but it's difficult to know how this
would be fed over twenty years on account of the
fluctuations in prices. It's a real bottleneck.

Regarding the storage of renewable energies,
solar, geothermal and wave energy production is
intermittent but foreseeable. We can also predict
between 12 and 24 hours in advance with 85%
accuracy the energy produced by wind farms, i.e.
around 10 gigawatts of electricity. If we manage
real-time energy production effectively, if we
develop interconnections, and if we store energy
using pumps and
adopt a demand-
side management
strategy, we can
increase the
renewable share
from 1.5% to one
third. We would
need to invest
money and
brainpower, but it's possible. Similarly, in very
windy countries such as Denmark and Spain we
can use it to produce up to 50% more electricity.
Once again, this would require innovation,
financing and regulatory tools, as well as
demand-side management. It's all about political
determination and changing mentalities.

Regarding the emissions trading system in the
European Union, and as not only the regulation
manager for our group but also an economist, |
believe that if we all agree to treat CO, emissions
as a negative externality effect, we can resolve
the problem by changing the rules. We can use
allowance trading systems and regulations to deal
with the problem of scarcity and lower or raise the
price of CO,. This works extremely well in
Europe, and the United States are taking the
same path. By 2050, all of the leading countries
will have set a CO, price. It's already no longer
free in Europe, and it won't be free in the United
States. | hope we’ll be able to convince all of the
big emitters to also adopt this allowance trading
programme or taxation measures. If they don't, |
would ask that European legislators impose a tax
on raw materials and products arriving from
greenhouse gas emitting countries, because our
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competitiveness will depend on it. Take for
example the steel coming from Russia or China,
which should be subjected to import duty if it is
not produced within the framework of the CO,
trading system or subjected to a carbon tax. We
need to protect the global environment, and we
also need to protect companies. If the European
Union does its job well, this can be done by
making legislative and regulatory changes.

aroslaw Grzesik - We have conducted no

preliminary research on the impact of the
climate package on the labour market, not in
Poland anyway and not within the European
Union either. The EESC completely left out the
question of employment. I'm speaking here on
behalf of the mine federation, which, after
consultation with the chemical and building
federations, reached the following conclusion.
The climate package will cost one million jobs in
the European Union, particularly in areas that rely
on coal and lignite as sources of energy. The
Polish economy relies on the use of coal to the
order of 90%, but Bulgaria, Romania, the Czech
Republic and Slovakia will also be seriously
affected. Spain, Greece and Germany will also be
affected, although Great Britain and Scandinavia
will suffer less. In fact, coke and coal-based
energy production will be relocated just a few
kilometres from the Polish border, in Belarus,
Ukraine and Russia, and it is our jobs that will be
lost. Our companies, which will have lost their
competitive advantage, won't be able to
implement the climate package anyway. What's
more, we can’t convince Russia, India and China
to adopt one of their own.

We must listen to all the scientists. We have
listened to what those from the IPCC have to say,
but not the others - and yet there are more of
them - from everywhere else. People are saying
that coal and oil are in the process of being

exhausted, but we still have two centuries of coal
left. This leaves us time to introduce changes and
to switch over to other forms of energy, but more
progressively. Technologies exist for increasing
coal-use efficiency by 50% and reducing the
emission of harmful substances. But the
European Union allocates no funds for this.

If we implement the climate package we will lose
our economic competitiveness, and yet we are
already undergoing a crisis. For Poland, the direct
cost of adapting structures will total between 8
and 12 billion zlotys per year, and customers will
find the cost of electricity increasing by 60 to 70%.
Today, this expenditure accounts for 11% of
household income. With the climate package this
will rise to 14 to 15%, and yet the European
Union considers that while levels of 10% are
acceptable, levels higher than this engender a
situation of energy poverty.

icolas Théry - This has been a very open

debate, and | would like to thank you all
for that. It has served to remind us that we need to
keep two fundamental problems in mind: that of
competitiveness on the one hand, which will play a
crucial role in the Copenhagen negotiations, and
that of solidarity and the transition in general on the
other. Nonetheless, a study conducted by the
ETUC in 2007 shows that the environmental
protection initiative can provide clear employment
opportunities for the European Union.
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ADDRESS BY PHILIPPE MAYSTADT
President of the European Investment Bank

Under the chairmanship of Philippe Herzog , Founder President of Confrontations Europe.

hilippe Herzog , Founder President of

Confrontations Europe - It's a pleasure
for me to welcome Philippe Maystadt to these
European economic discussions, whom | have
known long enough to be able to say that there
are numerous points on which we agree, and
whom | met briefly only yesterday at the meeting
of the Long-Term Investors Club. He is one of the
great world finance leaders, and after his long
experience as Belgian Minister of Finance and at
the IMF, he became President of the EIB in 2000.

The EIB is an unrecognised institution, compared
with the ECB, and yet plays an extremely important
role. It is one of the great achievements of
European construction, and has no equivalent in
the world: it should be pointed out that the EIB has
made more than twice as many commitments as
the World Bank. It is therefore an important asset
for the Union in terms of long-term investment.

At Confrontations Europe, we believe that the
fight against global warming and for

environmental protection in general constitutes
one of the main drivers for creating sustainable
growth. It coincides with a collective social
choice and a drive for change in Europe, and the
Commission has put a lot of effort into it despite
a certain amount of discord. We can recover
from the recession, thanks to efforts made to
revive the economy, but creating sustainable
growth will demand years of work. Hundreds and
even thousands of billions are
required to make  the
necessary changes to energy
infrastructures and the
transport industry.

It is now a question of finding
out how to convert these
environmental needs into an
industrial revival within the European Union. This
raises numerous difficulties, but we support the
positive choice already made and the bid to
accelerate the implementation of the climate
package. Turning provisions into reality is taking
time. The financial tools are not yet adequate to
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the objectives adopted. During the first round table,
we raised the problem of cohesion within the
European Union. With regard to Poland, we were
made aware of the specific characteristics of
central and eastern European countries, whose
traditional energy and transport-based cultures can
conflict with collective choices, and which border
countries that do not share the same
environmental and market economy commitments.

The goal now is to accelerate the implementation
of environmental protection measures, so | hope
that we will be in possession of global objectives
for each region before the end of the year. As for
the EIB, it is already hard at work. It is taking some
short-term actions in addition to medium and long-
term actions. These come in addition to work
undertaken by the member states, which are
finding it more difficult. It has also recently
intervened in support of SMEs, technological
infrastructures and even in the area of education in
Hungary, where solidarity among member states
has proved shaky.

The European economic discussions are part of a
general initiative, and this June session will be
completed by further discussions in December to
which the EIB will also be invited. It is all about
reconciling three concerns, namely the link
between environmental choices and industrial
revival, social investment (which is indispensable
for addressing these choices), and long-term
financing. Current events are proving us right, even
if the political decisions announced sometimes lack
coherency.

hilippe Maystadt - | would like to thank you

for inviting me because | greatly appreciate
the open-mindedness of the debates organised by
Confrontations Europe. | also appreciate this
initiative, which establishes a connection between
issues that too frequently remain separated - it is
interesting to combine the three pillars that are
social solidarity, sustainable development and
long-term financing. After briefly outlining the role

of the EIB, | will speak a little bit about what it has
been requested to do in response to the crisis, and
what it is currently doing to support the
energy/climate package.

The EIB is the bank of the member states, and its
Board of Directors is therefore made up of 27
shareholding states, and a 28" administrator
representing the European Commission. In
accordance with the
Rome Treaty, the
EIB was established
to provide long-term
financial backing to
support the political
objectives of the
Community - and
today of the
European Union, for whom the energy/climate
package is currently a priority objective.
During the European Council in December and in
response to the crisis, our shareholders asked us
to significantly increase - by 30% - the volume of
our loans, representing a rise from the normal
amount of 45 billion to 60 billion euros; they also
asked us to take more risks by financing
companies that are currently finding it difficult to
receive funding in the banking sector.

We have got off to a good start in this direction. In
the first five months of 2009, we granted more than
20 billion euros of funds and we effectively paid out
more than 18 billion, representing a 47% increase
compared with the first five months of 2008. We
have therefore surpassed the 30% objective set by
the European Council. Last week, the Board of
Governors, which brings together the 27 national
Ministers of Finance, set the even more ambitious
objective of 70 billion euros of loans for the
European Union and candidate countries in 2009.

The EIB does not only finance the public sector.
The Bank also lends to some member states, who
as a result are in a position to finance themselves
at less cost than if relying solely on the capital

Entretiens Economiques Européens — 23/06/2009 3067



market. It also increasingly lends to individual
regions and towns - 6% of our funds goes to
member states, and 19% goes to local authorities.
On top of this, 27% of our funds transits via
commercial banks, who are then responsible for
financing SMEs. The system has been simplified to
cover all types of SME investment, including
research programmes and working capital needs.
Since this review, transparency has been greatly
increased, as the intermediary banks are obliged to
inform the SMEs concerned of the advantages to
be had from EIB intervention. Finally, half of our
clientele is made up of companies with which we
deal directly. At the request of the European
Council, this represents a growing part of our
activity. Financial needs in the corporate sector are
in effect considerable, as companies are no longer
receiving financial

support from their

usual bankers.

However, to follow

the instructions of

our shareholders

we are obliged to

take ever-increasing risks, because we frequently
lend without obtaining third party guarantees - in
the course of the last nine months, 43% of the
loans that we granted to companies were not
secured by guarantees. Having said this, we do
have sufficient reserves, and using the Structured
Finance Facility for this purpose will enable us to
attain one of the EU’s priority objectives - last week
| therefore requested permission to withdraw one
billion from our reserves to this end.

The European Commission and the EIB have
joined forces to create the Risk-Sharing Finance
Facility, or the RSFF, intended to improve access
to funding in the form of loans to promote research
and innovation in private and public-sector
organisations. One billion is paid out by the 7"
Research and Development Framework
Programme, and another billion comes from the
EIB’s own resources. In the long term, we will be

granting additional loans for a total of 10 billion

euros. Together, the European Commission and
the EIB have also created the Loan Guarantee
Instrument for TEN-T Projects, or the LGTT. The
purpose of this instrument is to increase private
sector participation in the financing of transport
infrastructures beneficial to Europe, particularly in
the first years of operation. Finally, loans granted in
the form of the “special FEMIP envelope”, or the
SFE, fall within the scope of the Facility for Euro-
Mediterranean Investment and Partnership.

Now let me address the question of EIB

intervention within the framework of the climate

package. The energy sector is going to need to

invest massively if it is to meet growing demands.

The President of the IPCC recently delivered some

startling information: 1.6 billion people are living

without

electricity

today!

Investment

needs for the

twenty-seven

members  of

the European Union alone will total 2 billion by the

year 2020, i.e. 200 million per year, a third of which

will go to renewable energies - and this will be the

first challenge. However, aside from raising such a

substantial capital, care must be taken to invest it

in a radically different manner to secure

sustainable development while fighting climate

change - here lies the second challenge, and this

is also the objective of the energy/climate package.

We therefore need to define which forms of
investment should be given priority.

The purpose of the McKinsey study was to
determine if it's possible to limit global warming to
less than 2C between now and 2030. It concluded
that it is possible, provided that we use all available
technologies in all parts of the world. The report
includes a table summarising the impact of the
various greenhouse gas emission reduction
measures, and listing the forms of investment that
will have some effect. Among them, the authors of

Entretiens Economiques Européens — 23/06/2009 3167



the report include all forms of investment aimed at
increasing the energy efficiency of public buildings,
schools and hospitals - there lies a considerable
energy-saving potential - and at generalising the
use of solar energy. Such investments can be
made without a second thought, because we are
certain to gain from them. Furthermore, these are
limited investments, which make use of local
manpower, can be rapidly implemented and are
consistent with a long-term vision.

Unfortunately, given the

current crisis, the

International Energy

Agency is expecting to see

a considerable drop in

investments in renewable

energies. The public

authorities have a role to

play in countering this unpremeditated decline. And
yet, it is disappointing to see that national recovery
plans are not devoting enough to energy efficiency
investment initiatives. These plans should however
give priority to measures that can be rapidly
implemented, have a beneficial effect on
employment, and contribute to sustainable
development. According to the IEA, however, EU
proposals have not been brilliant to date, as they
are far inferior to those outlined in the recovery
plans of the United States or of other countries.
This morning, Alex Bowen said that he was
optimistic, but his observations were based on
percentages and, what's more, he included the
railway in his statistics. Yet, except for the
production of clean vehicles, in which the
European Union is on a par with the United States,
we are trailing behind, particularly when it comes to
increasing building energy efficiency. I'm
convinced we can do more, and | will do what | can
to encourage this.

The EIB will continue to increase investments in
the energy sector and to promote a few specific
domains. Seven of our initiatives bear witness to
this. Firstly, we have decided that for all electricity

production projects that we finance, at least 20% of
the funds must go to renewable energy generated
production. This objective was achieved in 2007
and 2008.

We have also decided to depart from our usual rule

- i.e. to finance at most 50% of the cost of each

project submitted - for proposals involving

investment in favour of energy efficiency and

renewable energies: if it will help accelerate
investment, we will finance
up to 75% of the cost of
the project.

Next, at the request of the
Council, we created the
European Clean Transport
Facility at the end of 2008.
The purpose of the ECTF
is to finance the development of means of
transport compliant with the standards that will
come into force in 2015. The automotive industry
presented us with a number of interesting projects.

Fourthly, we are -currently working with the
European Commission to implement the
“Covenant of Mayors”, which is aimed at
encouraging major European cities to invest in
increasing public lighting and public building
energy efficiency, in district heating and in “clean”
public transport systems. We are prepared to
finance projects serving this purpose. We have
already approved those submitted by Milan,
Valencia and Barcelona, and we are encouraging
other local authorities to present their own projects.

Fifthly, some more far-reaching projects, for
example those involving grid interconnections or
railways, cannot be financed solely by debt. In this
case, we team up with other financial organisations
to make a contribution in the form of capital or
guasi-capital. We have created an ad hoc fund with
the French Caisse des Dépbts et Consignations, the
German KfW, the Italian Cassa Depositi e Prestiti,
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and the Spanish ICO. We hope it will grow to such a
point as to become a true pan-European fund.

The EIB has also actively contributed to the
development and setting up of the Global Energy
Efficiency and Renewable Energy Fund, or the
GEEREF.

Finally, we have created a post-2012 Carbon Fund
in collaboration with the ICO, the KfW and the
Nordic Investment Bank. Given the uncertainty
surrounding the conclusion of a new agreement,
this Fund is designed to underpin the market of
carbon emission reduction units produced after the
expiry of the Kyoto protocol.

ierre Jonckheer, Outgoing Member of the

European Parliament - Your words are
extremely encouraging, and
it is clear that the EIB has
fully understood the issues
surrounding sustainable
development. We can but
encourage you to move
even more rapidly and to
take things even further. If
only we could set up a
thousand EIBs, throughout the world, because
even though the EIB portfolio is twice as big as that
of the World Bank, given the sheer scale of the
financial needs you mentioned it won't be able to
meet them without the help of partners. You once
expressed, at another occasion, your concern as
regards the allocation of long-term savings. In what
way do you think the financial sector might be able
to evolve?

hilippe Herzog, Founder President of

Confrontations Europe - Yes, bearing in
mind the fact that the European Union should
invest 200 billion every year in the energy sector
alone, often with a non-existent short-term return
on essential investments, and given the current
public finance crisis, what should we expect? Joint
responsibility is taken by three different and

complementary sources of funding. We have
mentioned the problems posed by the public
finance crisis, but maybe you can tell us what we
should expect from politicians at the Community
level. Are the banks out of the running?

hilippe Maystadt - Indeed, even if the EIB

does all it can to increase loans in priority
areas, this will only cover a fraction of the needs.
We will probably grant 12 billion euros to finance
the energy sector, and not only renewables. It will
also be necessary to finance power generation
facilities, without giving priority to ecology alone: in
some countries, given the current energy mix, the
only solution is coal power plants. In this case, we
at least insist that they prepare themselves for
applying carbon capture and storage technology.
Take Germany, for example, which has placed just
as much importance on developing renewables,
but because of their democratic choice to
discontinue with nuclear energy, there is little
option but to build coal power plants. But it is worth
pointing out that Germany is also a pioneer in
carbon capture and storage pilot projects.

We are attempting to join forces with other public
financial institutions to intervene more effectively.
The meeting held by the Long-Term Investors Club
in Paris yesterday demonstrated the determination
of public stakeholders to work together. But, even
so, we will lack funds, and the entire banking sector
has to contribute to the financing of long-term
projects. Clearly, this isn't the case. The banking
sector has significantly reduced its contribution to
investment in general, and to this type of investment
in particular. There are fewer requests for funds
because companies are thinking twice before
investing, and there are even fewer offers. The
scarcity of offers is in fact one of the reasons why so
many companies are turning to us, and this is borne
out by the ECB’s most recent study.

There are three main reasons for such a restrictive
attitude. Firstly, the banks themselves are having a
very hard time finding medium and long-term
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financial support.
The ECB has no
problem supplying
liquidity in the
short and very
short term. In the
medium term, on
the other hand,
the EIB is
somewhat of a pioneer as it is once again finding it
possible to place 10-year bonds. We are hoping
that banks will be able to do the same, because
while it is in the nature of banks to borrow over the
short term to grant longer term loans, serious gaps
are problematic. Finally, the securitisation market,
which makes it possible to transfer credit risk and
recover margins, is more or less non-existent.
While it's true that excessive behaviour in this
market further aggravated the crisis, the banks rely
on it to be able to lend out more. The ECB believes
an initiative should be taken, at a European level,
to revive the securitisation market while also
establishing rules to ensure that securitising
institutions are held partially responsible for risk.
Finally, bank recapitalisation is inadequate. And
yet the Basel rules require a minimum level of
capital coverage, which limits the granting of funds.
These three factors combined mean that
investment credit is lacking, and the EIB cannot
make up for this shortage alone. We have to keep
our fingers crossed that a solution will be found for
each of these three points. I'm worried that some
member states are going to have to further
recapitalise their institutions.

While we have to accept the same activities being
governed by the same rules, why impose the same
rules on different activities? More precisely, why is
long-term borrowing and lending subjected to
accounting rules intended for short-term
operations? This could be a subject for debate with
the International Accounting Standards Board
(IASB). Unfortunately, in 2002, the ECOFIN
Council gave up its competence regarding the
determination of accounting standards and left it in

the hands of this institution, which is dominated by
Anglo-Saxons. The United States were the first to
rid themselves of awkward rules. But in Europe,
we're following suit! Today, however, we need to
review these standards, which the financial crisis
has revealed to have a pro-cyclical effect. The
European Parliament has requested that they be
reviewed, as has the ECOFIN Council, and the
president of the IAS Board has indicated that the
end of the year may see a proposal to revise IAS
39 concerning the recognition of long-term financial
assets at market value on the balance sheet.

hilippe Herzog - What about publicly
guaranteed long-term investments?

hilippe Maystadt - The EIB is granting

more and more funds without requesting
third-party guarantees. The Council asked us to
take more risks, and that is what we are doing,
but in a controlled manner to avoid weakening the
institution. In some cases we demand public
guarantees or guarantees from other banks, and
in some cases we don't.

hilippe Herzog - As we have already

seen, in the course of the first round table,
many unprofitable investments are called for that
are no less important.

atherine Cesarsky, High-Commissioner

of the French Atomic Energy
Commission - I've heard a lot about the EIB and
Commissioner Potocnik, in connection with the
financing of large research infrastructures. What's
the state of play? Has CERN taken out a loan, and
has it been paid back? Are there similar cases?
What is the position of the EIB regarding the
granting of loans in this area?

hilippe Maystadt - Indeed, Research
Commissioners Busquin and Potocnik
asked us whether it was possible to finance not
only private research programmes, but also major
infrastructures. We financed CERN, and
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everything is going smoothly. There is a high
likelihood that we will finance another major
infrastructure, the site for which has just been
decided on.

ené Prieels - Renewable energy projects

are underway in Africa, focusing for
example on the use of solar energy in the Sahara,
like in California. Europe will not be able to satisfy
demand with its own renewable energy park over
the long term. Might companies not relocate to
these countries in the future, and then transport
the electrical energy back to Europe?

hilippe Maystadt - I'd like to play my joker
if | may, in the person of Christian Hurst.

hristian Hurst, Director of the EIB

Transport and Energy Department - We
will meet this kind of problem in the very long
term. We must first make use of our own
renewable energies in Europe, including the solar
energy of the Mediterranean. As North Africa
integrates further into the European economy, we
will begin importing energy from this region. But
this is a distant prospect.

hilippe Herzog - Mention has been made

of maybe developing the Mediterranean.
But what about eastern Europe, which is
encountering many problems with the
energy/climate package?

hilippe Maystadt - A clear distinction needs

to be made between EU countries and non-
EU countries. Our natural scope of action is limited
to the European Union, and we are extremely
active in Poland for example. This country was the
sixth to benefit from EIB financing in 2008, and will
maybe rank fifth in 2009. This is totally normal:
Poland is a full shareholder. When the 27 member
states asked us to increase our volume of loans
from 45 billion to what has become 70 billion, they
also gave us three priorities: SMEs, and we will be
lending a lot to banks that offer them financial

support; the energy
sector and actions
taken to fight global
warming; and the
countries and regions
most affected by the
crisis. Therefore, we
are speeding up
payments to these
areas more than
anywhere else, and in
the three Baltic states
and in Hungary in
particular.

The EIB can only intervene beyond the European
Union if it is mandated to do so jointly by the
Council and, henceforth, the European Parliament
within the framework of the co-decision procedure.
This mandate fixes the amount to be used for the
entire 2007-2013 period in any given region, and
also determines how it should be used from one
region to another. As far as the Mediterranean is
concerned, the mandate authorises us to finance
all types of investment. Regarding the Union’s
neighbouring Eastern countries, we only finance
investment in transport, energy and the
environment from which Europe will benefit.

acques Terrenoire - You mentioned the

changes to IASB rules, which have enabled
major banks to put off making a realistic valuation
of their assets and the recognition of their state of
solvency. But the problem will arise sooner or later.
What impact will it have on the long-term financing
of investments?

Also, if no fundamental changes are made to the
operating rules of the financial system, which is in
the grip of hubris, it will continue in the same vein
and we risk seeing the financial sector eating up
capital again, capital that will be diverted away
from productive investment and the fight against
global warming.
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hilippe Maystadt - It's possible that there

is some misunderstanding. My criticism of
the accounting standards concerns their pro-
cyclical effect resulting from the day-to-day
valuation of long-term assets: when business is
booming, we embellish the figures, and it's
because the accounts show such extraordinary
profits that we also award huge bonuses. When
the economic situation is reversed, this type of
valuation just make things worse. We believe that
this kind of valuation, which is subject to market
fluctuations, is unwarranted for assets that the
bank has committed to keep until maturity, and
we want to see a provision system introduced that
covers an entire cycle. The Spanish central bank
had ruled that banks were to constitute provisions
when they had a good year, which means that
Spanish banks are in a healthier position than
others in Europe. We want to convince the IASB
that it should draw inspiration from this initiative,
which has received the support of the European
Commission.

acques Terrenoire — | agree, but in spite of
recent changes, the Geithner Plan has
experienced difficulties because the banks are
refusing to recognise the true value of their assets.

hilippe Maystadt - This problem is not only
linked with accounting standards; it stems
from the debate between the American
government and the banks. We will
probably encounter the same problem in a
few months time in Europe. The banks
won’t accept transparency with respect to
the actual situation.

As for your question concerning the reign
of hubris in the banking system, it is worthy

of further discussion. | hope we will bear this in
mind when we begin implementing our numerous
measures. We need to review the manner in
which bankers are remunerated, as this has
contributed to the crisis. The fact that bonuses
bigger than fixed salaries were awarded
according to  short-term results engendered
excessive risk taking, and the choosing of
dangerous products offering a high return that
was then reflected in the bonus. We get accused
of populism when we say this, but as a technician
I maintain that remuneration needs to be
regulated in the banking sector. (applause).

hilippe Herzog - The current debate in the
United States divides not only the
government and bankers, but also investors and
bankers. We would like to see investors putting
more pressure on banks in Europe too, where
investment funds are certainly less well developed.

This is a fascinating debate. For financiers to take
care of long-term credit, we need to mobilise
stakeholders. You have taken the initiative, with
others, to incite the financial industry to take
action in the public interest. This is good news for
the future of the European Union. You have been
cautious in your dealings with politicians. But
everybody must join forces if we are to succeed.
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ROUND TABLE 2

The climate package:

the basis for a new European stimulus package,
more effective, more equitable and better shared

Chaired by Rolf Linkohr , President of the Centre for European Energy Strategy (CERES)

With: Joachim Bitterlich , Executive Vice President, International Affairs, Veolia Environnement

Catherine Cesarsky , High-Commissioner of Atomic Energy, CEA

Dirk Cordeel , President of the European Construction Industry Federation, FIEC

Pierre Dechamps , Adviser for Energy and Climate Change of the Bureau of European Policy Advisers

at the European Commission

Pierre Jonckheer , Member of the European Parliament, Belgium, President of the European Social

Observatory

olf Linkohr , President of the Centre for

European Energy Strategy -
The subject up for debate now is worth
spending a fair amount of time on. The
good news is the existence of the climate
package, which signals a change in
European energy policy, and might
almost be considered as revolutionary.
Although the market has been of major
concern since the Maastricht Treaty, the
climate package defines clear and

binding objectives. Furthermore, by imposing a

20% renewables share in the energy
mix of member states it is interfering
with national energy policies, which until
now member states have always
considered their own business. This too
is new. On the negative side, and
despite everything, those responsible for
managing this policy are the member
states themselves and not the European
institutions. Now, if we carry on
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spreading ourselves too thin, we’ll run into
problems; so the time has come to define the
philosophy and rules of a true and binding
European energy policy.

80% of the energy consumed throughout the
world is of fossil origin, and this will remain the
case for some time to come. We need to switch to
something else, but in the meanwhile the only
technical solution available is carbon capture and
storage, which requires a huge amount of money
- much more than the president of the EIB is in a
position to offer. We need donations as well as
loans if we are to build the necessary
installations, but where will the money come
from? We should pay out a share of the climate
policy revenues to developing countries, but how
much, and will it be enough?

If we want to make some headway we need to
invent new research procedures, as innovation
will no doubt play a decisive role. Catherine
Cesarsky will speak to us about this.

atherine Cesarsky, High-Commissioner

of Atomic Energy, CEA - | will be talking

about the climate package as a means to resolve
the crisis through research and development. The
difficulty for us lies in

having enough energy at

our disposal to meet the

needs of humankind. For

this, we need safe and

economically competitive

access to the various

sources of energy, and

these energies must

preserve the environment. The French believe
that sustainable energy development must be
based on the optimisation of nuclear and
renewable energy. The European Union has set
itself ambitious objectives with the adoption of the
European Strategic Energy Technology (SET)
Plan. It involves accepting numerous scientific
and technological challenges to accelerate the

development and adoption of low carbon
technologies. Research will therefore play a
crucial role in the implementation of the SET Plan,
and in many other plans. If we are to reach the
objectives fixed, we need to develop second-
generation biofuels, to find a way of capturing,
transporting and storing carbon dioxide, to
improve building, transport and industrial energy
efficiency, and to further improve the
competitiveness of nuclear fission and develop
fusion. This vast programme also calls for the
tackling of related security, intellectual property
and confidentiality issues, and for more university
training and more education facilities for
scientists, engineers and technicians.

The disadvantage of renewable energies is that
they are intermittent and dispersed and, with the
exception of hydropower, we don't yet know how
to create large reserves. We will therefore need
nuclear energy, which offers numerous
advantages, for quite some time to come. Apart
from the fact that the fuel used, uranium, is widely
available throughout the world, it can also be
easily stored because of its considerable energy
density. Production costs are also easy to predict,
and are currently lower than those generated by
all the other technologies. Where nuclear energy
is concerned, what costs most is the building of a
power plant; the fuel itself represents just 5% of
the cost of one kWh thus produced. The situation
is notably different in the case of gas, the price of
which fluctuates greatly. What's more, nuclear
energy does not produce any carbon dioxide.

If we continue using uranium at today’s rate,
however, the world’s reserves will be exhausted
100 to 200 years from now. We need to switch
over to fourth-generation reactors, capable of
producing the same quantity of energy while
using a hundred times less uranium. This will
ensure we have access to nuclear energy for a
very long time to come.
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What should we expect in terms of changes in
nuclear energy production? First-generation
power plants are in the process of being
dismantled, second-generation reactors are
currently in operation, and we have begun
building third-generation reactors - EPRs - in
France and Finland, which offer the advantage of
being safer and producing less waste. In parallel,
we are endeavouring to get rid of nuclear waste;
France will reach a decision in this matter in the
next ten years. We are also working on the design
of fourth-generation fast breeder reactors, and the
configuration of the ASTRID prototype will be
decided on in 2012, for possible implementation
in 2020.

At the same time, the international community has
reached an agreement regarding the international
experimental reactor project, ITER, recently
launched in Cadarache, in France. The purpose
of this project is to develop nuclear fusion
technology.

Using a combination of renewable energies and
nuclear energy will make it possible to perfect the
new approaches necessary for solving the climate
crisis, i.e. batteries capable of increasing the
autonomy of electric or hybrid vehicles, heat
pumps and thermodynamic heating, and
hydrogen production for creating synthetic fuel
from biomass and coal. This requires placing
greater emphasis on fundamental research, for
which infrastructures will be required. Once we
obtain results, applied research will then make it
possible to build prototypes, and subsequently
proceed with industrial manufacture for
commercial purposes.

The SET Plan has taken a sensible approach,
and therefore offers a great deal of promise for
tackling climate change and reaching the
objectives set by the climate package. There’'s no
denying that we need to save energy, and to
develop nuclear and renewable energies. We
also need to mobilise the scientific community to

step up research on innovative projects, and
encourage manufacturers to build prototypes.

olf Linkohr -
Dechamps will put forward the point of

Thank you. Pierre

view of the European Commission.

ierre Dechamps , Adviser for Energy
and Climate Change of the Bureau of
European Policy Advisers at the European
Commission - | would like to apologise for the
absence of Vitor
Gaspar, Head of the
Bureau of European
Policy Advisers at the
European Commission,
who could not come. |
don’'t have an official
mandate, and therefore
can’'t speak for the Commission, but | would like
to offer my personal point of view.

The climate package was for the most part drawn
up in 2007, in other words when things were still
calm, but it was adopted at the end of 2008, by
which time the economic situation had already
greatly deteriorated. It is both very ambitious and
feasible. The economic crisis and the climate
crisis are following different timescales, but we
shouldn't delay the implementation of measures
outlined in the climate package because of the
economic situation. This, in itself, will retard the
implementation of the European Union’s action
plan, so let's not make matters worse -
particularly as the climate package will have an
economic impact by virtue of its very ambition.
The European Union must therefore implement
the package, not only in response to the warning
issued by the IPCC but also for the economic
reasons outlined by Nicholas Stern in his report
on the economy of climate change, and to reduce
its energy dependence.

Both crises offer an opportunity for change; we
need to grab this opportunity, and prepare
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ourselves for a carbon-free society by the middle
of the century. Under the energy/climate package,
member states have a legal obligation to reduce
greenhouse gases by 20% and to increase their
renewable energy share, which currently stands
at about 8%, to 20%, both by 2020. According to
reliable estimates, implementing these measures
will contribute to the creation of one million
additional jobs in the sectors concerned, and
studies show that more jobs will be generated in
the renewable energy sector than in the fossil fuel
sector. The climate package has set an additional
objective, that of increasing energy efficiency by
20%; unfortunately, this is not a binding objective,
which is somewhat unfortunate. Furthermore, the
directive outlines a legal framework for the
geological storage of CO.,.

The new version of the European carbon
Emissions Trading System (ETS), which is a key
element in the scheme to reduce emissions in
Europe by 20% before 2020, covers half the
emissions in the continent. What is interesting is
that the climate

package institutes a

redistribution

mechanism between

member states

according to their

respective

prosperity: member

states with a per

capita income that is

still significantly

lower than the EU average and that rely on a
single fossil fuel will receive a greater share of
allowances for trading purposes. This
demonstrates that the climate package is not all
about the callous and single-minded application
of market-oriented schemes, as initiatives taken
are supported by regulatory measures conducive
to solidarity. Auctioning revenues should be
allocated to climate change prevention measures.

We could extend the European model throughout
the world, and the Waxman-Markey climate and
energy bill brought before the House of
Representatives  provides for a  similar
mechanism. It may one day be possible,
therefore, to discuss the development of a
transatlantic mechanism with the United States,
which would make the global fight against climate
change that much easier.

We can also look at the situation from an
economic point of view. The worsening of the
economic crisis has led to the implementation of
national plans, and of a European plan. The latter
is more geared towards coordinating national
plans, which is regrettable. A certain number of
existing measures are being reorganised. The
Commission has made provisions for a plan to
reallocate five billion euros of “unspent funds” -
i.e. 5% of the annual budget - four of which will go
to investments in energy infrastructure projects,
gas and electricity networks, carbon capture and
storage, and offshore wind farms.

In total, 450 billion euros
have been mobilised for all
the various national plans
and that of the European
Union, 10% of which - i.e.
40 to 50 billion euros - are
described as “green”
because they are intended
for new technologies,

essentially in the field of
renewable energies. This will therefore contribute
to economic revival and provide multiplier effects.

To finish, what are the challenges that we need to
take up? First of all, educating and training people
in new energy technologies is of critical
importance, as expertise in these sectors is
blatantly lacking, and this despite high levels of
unemployment. Secondly, we need to take up the
research and development challenge. This will
call for reorientation, made possible in the second
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phase of the European Commission’s 7"

Research  and Development  Framework
Programme. Finally, we need to tackle
investments in energy infrastructure projects,
electricity and gas networks, and CO, capture
and storage. Who will take these on, and how

given the current economic depression?

All of this must be carried out with 2020 and 2050
objectives in mind. The objectives set for 2020
should be relatively easy to reach by introducing a
few wind farms, a few solar panels, and a few
other processes here and there. The long-term
objective, set for 2050, is a greater challenge as
full decarbonisation implies changing the way we
work, travel and organise our towns. And yet
apathy reigns. This is a real challenge, and one
that calls for a clearly-defined roadmap so that the
path to meeting 2020 and 2050 objectives will be
smoother. Such a long series of challenges should
not engender pessimism. Such a project holds a
certain appeal for the European Union, and for
mankind in general, and it's better if we adopt an
organised, rather than a chaotic, approach.

olf Linkohr — You mentioned apathy. It

goes without saying that voting for a
directive is easier than actually implementing it.
This reminds me of an El Pais article | saw
yesterday according to which 50% of young
people live by the motto “ni estudio ni trabajo”...
Education and training must target this lost
generation.

ierre  Jonckheer , Co-President of the

European Green Foundation - I'm here to
express my personal point of view, and | would like
to begin with a few preliminary observations.

Last week, the French journalist Jean Quatremere
used his blog to comment on a talk given by an
American general to a hundred or so senior
Commission officials, about the safety risks
associated with climate change in six clearly
identified geographic regions. Europe was not

one of them. When asked why,
he said we were responsible for
our own safety and that of our
immediate neighbours. Insofar
as geopolitical issues are
concerned, Europe is invited to
take control of its own future.

A new scientific report was

presented during the preparatory meeting held in
March in Copenhagen, which concluded that
climate deterioration is occurring at a much faster
rate than originally predicted, as are its
consequences. It is therefore urgent that we act
more quickly and with greater determination.

It's true that the economic and financial crisis has
had a devastating effect on many people, but it
also offers us an opportunity to reflect on what the
ideal production and consumption model would be
for Europe and a world where resources are rare.
Extending the West's production and consumption
model to 9 billion people is quite simply out of the
question. Either we bury our heads in the sand,
and run the risk of sliding into chaos, or we
manage our resources differently.

In such a context, this is what | think of the
energy/climate package.

First, the new European Parliament should give
priority to ensuring that member states honour
commitments made at a European level. Reaching
an agreement on these albeit inadequate
measures proved difficult. The real test will be their
implementation. | personally believe that
interpreting these national plans is no easy task,
and I'm not sure certain member states will be able
to honour their commitments. The best thing the
European Parliament could do would be to
introduce a system for monitoring them.

Next, | think it's a shame that energy-saving
objectives were not made binding, particularly as
this is an area where investments can be
launched quite rapidly, and where there are fewer
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training issues and many job creation
opportunities. Given today’s context, which calls
for prioritisation, we have to push for energy-
saving measures, particularly in the building
sector and in the field of public procurement.

Thirdly, it's

obvious  that

countries  will

adopt different

approaches,

and therefore

different

energy mixes,

in the run-up to

2050. Although there are perfectly legitimate
differences of opinion about the different sectors,
research and development, technologies and
investment, we have common economic and
strategic interests. Personally, | don't find it
shocking to see the President of the French
Republic going to defend the installation of a
nuclear power plant in Libya, because in doing so
he is defending his country in a sector where it
plays a leading role. But there are also other
interests, and other lobbies. In a context of
democratic debate, led by the European
Parliament, decisions are not reached according to
scientific and technological constraints. All sectors
have their own bottlenecks in the area of research
and development. If we wanted to limit ourselves to
purely economic reasoning, we would also need to
guarantee actual costs - but should the market
pass before social choices? At the European
Parliament, for example, we defended the need for
a European regulator as opposed to national
regulators for the third phase of the internal
electricity market - in vain. In some countries,
including my own, these regulators are not doing
their job correctly. The same applies to the
dissociation of system operators from distributors
and electricity producers, as real competition in the
internal electricity market is also justified in this
case. Again, in order to determine actual costs in
the nuclear sector, we need to incorporate the cost

of dismantling and of thousands of years of
radioactivity into the cost of installation. And there
are other viewpoints, like those involving a pan-
European ecology strategy and more ambitious
renewable energy scenarios.

The final question
concerns sources
of funding. We
have criticised the
ETS, which
doesn’'t offer as
many guarantees
as we might like,
while the carbon
tax would bring in more predictable revenues and
would influence the evolution of non-renewable
energy prices. The economists have not yet
reached a decision in this matter. In any case, if
the ETS does not function correctly we will be in
for serious trouble.

Still on the subject of funding, we need to explore
all avenues as the allocation of long-term savings
poses a real problem. Even the EIB is having
difficulties borrowing over ten years, and the return
on savings is next to zero in all countries. | believe
we should have recourse to a compulsory public
loan making direct use of private savings, which
are thriving. This also touches on an issue that
may be a stumbling block in Copenhagen, namely
that of knowing what industrialised countries are
prepared to put on the table to finance the
implementation of requirements imposed on
countries incapable of footing the bill themselves.

To conclude, I'm prepared to take up the five
challenges mentioned. Any difficulties, politically
speaking, will stem from the inevitable tensions
between short-term actions and long-term actions
during transition periods, for example helping the
automotive industry by introducing scrap premiums
exempt from ecological conditions, while at the
same time asking the same industry to make the
transition to non-polluting vehicles. We have seen

Entretiens Economiques Européens — 23/06/2009 42167



similar situations in the coal and steel industries.
We need to make provision for a transition
process. In 1958, we created the European Social
Fund to aid the reconversion of workers. We need
to do a similar thing, along the same lines as the
globalisation adjustment fund. We need to show
greater European solidarity, and it is essential that
we discuss the 2007-2013 budget.

olf Linkohr - In the early days of the

European Parliament, when an lItalian
colleague exceeded his speaking time he used to
say “parlamentare, parlare”.

As far as carbon tax is concerned, taxation needs
to be voted unanimously by the Council. We are
therefore pleased to be able to introduce the ETS,
the only reason for this being that we were able to
adopt it by qualified majority.

I will now hand over to Joachim Bitterlich who will
speak as Executive Vice President of ‘Veolia
Environnement’ in charge of International Affairs,
and who has also been the German ambassador
to Madrid.

oachim Bitterlich Executive Vice President
International Affairs, Veolia Environnement
- At that time, it's true, we tried to strengthen
relations between Europe and Latin America, but
without success.

The focus of this roundtable is on a
climate package as a basis for a more
effective recovery plan, and there is no
question mark next to this. | would like
to add one. Yes, this policy can play a
key role in driving recovery, and may
even be decisive, but only if the
engineers assemble the right pieces
and provide the necessary lubricant to get the
machine going. And yet, what was said at the
meeting held by the Paris Long-Term Investors
Club vyesterday did nothing to assuage my
concerns in this respect. Similarly, we will see if we

manage to agree on a true plan of action in
Copenhagen.

Agreeing on the climate package is just a first
step. There is a great deal more to do if we are to
implement an energy policy. | will touch on five
successive aspects.

First, we need to create a coordinated European
market. We are deluding ourselves about possible
energy mixes in certain countries such as
Germany. We are deluding ourselves about coal,
and about the carbon capture and storage
technique in particular, insofar as the region the
most concerned by the measure has voted
against the possibility of underground carbon
storage within its borders. It will meet with the
same reticence elsewhere. Will wind farms be a
solution? If they have survived it's thanks to
subsidies and the energy produced by other
sources. As far as I'm concerned, the areas we
really need to investigate are energy efficiency
and the decentralisation of production, not only in
the form of solar energy, but also the production
of energy from waste.

We also need a true European electricity market,
one in which we are able to transfer not just 10%,
but 30% across borders. This is feasible if we
improve the energy transport network, and
European coordination is essential.

The second task concerns technology.
A great deal of progress has indeed
been made, but Europeans need to
shake themselves up a bit otherwise
they will be overtaken by the
Americans, who are in the process of
building a “Silicon Valley II" in the
United States. I'm sceptical about the
EU framework programmes. As far as I'm
concerned we need to invest more in applied
research, which is a source of possible progress,
without deluding ourselves about electric vehicles
and batteries. We should concentrate on the
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alternatives, otherwise we will be rapidly
disillusioned.

Other factors need to be taken into account: supply
security for example - because Europe currently
depends on Russia, the Middle East and Africa -
and development aid. | was in the town of Le Cap
a fortnight ago, and | noted that although the
Chinese, Indians and Americans had made it, the
Europeans were absent!

And there remains the as yet unresolved question
of funding, which adds up to hundreds of billions.

Finally, it is imperative that we set up a
cooperation and facilitation body at a European
level. This does not yet exist, as member states
don’t want to entrust the Commission with such a
task. We need to find an alternative because
potential sources of conflict exist regarding both
the composition of the energy mix and funding; a
permanent mediation authority is therefore
crucial. This is why I'm a fervent believer in the
need for a European High Authority.

olf Linkohr - Thank you. I'll now hand over
to Dirk Cordeel.

irk Cordeel , President of the European
Construction  Industry  Federation,
FIEC - As a building contractor, my only ambition
is to build, just as my family has always
done since the 1930s. You might say
that | prefer actions to words or, more
precisely, the trowel to the ETS. We
can trade as many emission
allowances as we like, but we will
achieve nothing if we continue wasting
energy the way we are currently doing
in buildings. To reduce CO, emissions
we absolutely must reduce such waste, throughout
the world. To take up such a challenge and to help
revive the economy, what role might the building
sector play? Just like the others, it is also suffering
from the effects of the crisis as a result of fewer

orders, the credit crunch and late payments from
customers, but we hold all the keys for hoisting
Europe out of the slump - and as we all know,

“gquand le batiment va, tout va'”!

Buildings in Europe are badly insulated, and so
account for one third of all greenhouse gas
emissions; this is particularly true of the many
buildings hastily built after the Second World War
and of those in the former Soviet Bloc. Of course,
we need to rethink our approach to regional
development and place a particular focus on town
planning and transport. We need to give priority to
local economies, which is what the Bedzed “eco-
community” project in England attempted to do.
The builders hold the keys to the problem,
provided that we set European standards - taking
Denmark as a model - to avoid having to cope with
different standards en different member states.

What's more, technical solutions that contribute to
sustainable development are often more
expensive initially, but are an investment that
really pays off in the medium and long term. What
can we do to make sure that this becomes the
obvious choice? In 2008, one oil barrel cost
almost 150 dollars. After a temporary downward
trend, the price is going up again and is expected
to exceed 100 dollars once more. It may well be
that this evolution will have an impact on
consumers, if not for ecological reasons at least
for economic reasons, and make them
want to reduce their energy bill.

The building sector is the largest
employer of labour in Europe. The
economic  crisis brought  about
bankruptcy and job loss, but if we make
the right decisions - particularly in favour
of training, which is of capital importance
throughout the sector - the building industry can
drive economic revival. Hundreds of thousands of
building companies are prepared to take up the

! when the building trade is thriving, everythingives
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climate change challenge, but in order to do so they
will need a huge amount of skilled labour, well-
trained managers, engineers, architects, etc. Policy
makers must take these urgent needs into
consideration.

olf Linkhor -
Thank you. At
the beginning of the
19th century, at a time
when most of the
European population
lived in the countryside,
food was scarce and
people emigrated. In
Europe today, only 2% of the population works
the fields, and we export part of what they
produce because there is too much for us to
consume alone. We should use this example to
spur us into improving our energy efficiency, while
hoping that it won'’t take two centuries.
Does anybody have any questions?

adeusz Ry nik, Solidarnosc - Producing

one ton of cement emits 0.6 tons of CO,,
but there is no better building material. If free
emission allowances hadn't been attributed to
Polish cement works, Poland would have had to
import cement from Russia; there is a
considerable risk of the glass, ceramic and lime
industries being relocated outside the European
Union. Fortunately, the European Commission
understood this threat and decided to issue
exemptions, otherwise we would have perished.
All forms of investment aimed at expanding
cement works in Poland are however currently
blocked. As trade unionists, we are worried that
all of our plants will end up being closed down
because of their inability to stand up to the
competition, and that Polish production will be
transferred to the former Soviet Republic, just
beyond our borders. For the European Union to
impose constraints upon itself when China, Brazil
and India are not doing the same is suicidal. Like
the other member states, we have decided to limit

our greenhouse gas emissions, but who will
finance the necessary investments? How much
will it cost? Have we not underestimated the risk
of production relocation?

ierre Dechamps - As you pointed out, the

competitiveness of European industries
was taken into consideration in the ETS reform,
and a whole series of exemptions were envisaged
for high energy intensity sectors exposed to
international competition. These sectors will
receive free emission allowances, and so
competition distortion should no longer be an issue
after 2012. However, this leads us to the question
of what should be included in an international
agreement, and it's clear that the situation will
need to be re-examined according to what is
decided in Copenhagen. The objective should be
to reduce cement production in general - not only
in Europe but also elsewhere - while taking care to
avoid any major competition distortion, which
would lead to the abandoning of local production,
it's true. But, and | repeat, this issue was taken into
consideration during the ETS reform.

hilippe Herzog - Pierre Dechamps

suggested that it will be easy to reach the
objectives set for 2020, but not those set for
2050. | don’t agree. Obviously, if we drag our feet
while business is completely stagnant, and if we
content ourselves with a low-key promotion of
renewable energy in the form of small
investments, the result won't be brilliant and the
objective will, effectively, be extremely difficult to
attain. What I'm most afraid of is the necessary
medium-term  investments being postponed
indefinitely, because they are both heavy and not
immediately profitable.

| share the opinion that European long-term
forecasting with regard to costing is poor. Our
long-term forecast processes are appalling.
Yesterday, at the conference organised in Paris
by the Long-Term Investors Club, Olivier
Blanchard of the IMF submitted his calculations
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for the years to come, and he had nothing to say
about Europe. Similarly, the Commission’s
representative had no case scenario to present,
and simply affirmed that the market has to remain
open! Would it not make sense to institute a long-
term forecast office at the European Parliament,
similar to that of the United States Congress, or to
create one or two pluralist economic calculation
offices? If we don’t have access to such tools,
European institutions will be incapable of long-
term reasoning and we will torpedo the Lisbon
Strategy. Alex Bowen mentioned the table in the
McKinsey study; while it is instructive, it lacks
contradictory elements. We can'’t place our trust in
a single source of information.

olf Linkohr - It's a real problem, and one

that affects not only climate policy. The
relocation of aluminium or steel production
depends not so much on the price per ton of CO,,
as on that of energy. If German aluminium is
being relocated to Dubai, it's because natural gas
costs next to nothing there. What can we do
about it? Should we subsidise the electricity used
to produce aluminium and steel?

Secondly, CO, statistics relate to individual
member states and what is produced directly on
their soil. If steel is imported from Brazil, CO, is
considered “Brazilian”. A recent study assessed
CO, emissions for Great Britain, taking into
consideration deindustrialisation and consequently
imports. While, officially, the crisis has reduced
emissions by 15%, Great Britain is responsible for
the production of an additional 9% of CO, in other

countries. As the climate problem is
global, we should also consider the
manner in which statistics can be
manipulated; China may be right in
saying “30% of Chinese CO, emissions
are produced by your business activities
on our soil!”

ené Prieels - You said that we need to

turn to renewable energies and, in the
meantime, to the carbon capture and storage
process, but that the latter was costly. In this
case, would it be more or less costly to switch
directly to renewables, even if they have low
energy density?

ierre Dechamps - Carbon capture and

storage is a transitional technology that
will take us a step further to a world where
renewable energies will no doubt play a much
bigger role... unless somebody has a brilliant
idea before then. It's a process that calls for
much financing, it's true. During the third phase
of the ETS, 300 million allowances were
attributed to carbon capture and storage, a great
deal of which will go to financing projects
demonstrating this technology. At a more global
level, should we switch to renewable energies
more rapidly, or develop carbon capture and
storage technologies? In any case, reducing
greenhouse gas emissions will prove costly in
the years to come. If we develop carbon capture
and storage technologies, it should reduce the
global cost. So let's include this method in our
portfolio to lower costs.

anielle Nocher , Director of ‘Valeurs

Vertes’ - The complexity of the debate
demonstrates why it can be difficult for us to
explain things to our readers. CO, emission
statistics are voluntary. How credible are they?
Will Europe introduce a label one day that could
serve as an international reference?
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CONCLUSIONS
of Claude FISCHER,
President of Confrontations Europe

y conclusions will be provisional at this
stage, given the complexity of the
subject and the fact that we are only just
embarking on the huge global task of opening up
new growth avenues.
First of all, however, | would like to invite Dirk
Cordeel and the business sector to “play politics”
with us: we need their help to “turn words into
action”, as Hannah Arendt would say. This is a
unique opportunity to  work
together. Politics is not just words,
and it does not have to be about
partisanship or politicking.
The debate has been lively and
productive, and we have not
dodged any issues. So | would like
to conclude this first part of our
work, as we will be meeting again
over dinner tonight to discuss

Copenhagen.

n extremely complex situation

- We have to implement the climate
package against the backdrop of a serious,
brutal and enduring economic crisis. And we will
have to implement it more quickly than planned
because, although we are hoping to see an end
to the crisis in 2010, the recovery will be chaotic
to say the least and any new growth will be
unsustainable. This economic crisis is a serious
threat to society: the ILO estimates that global
unemployment will rise by 60 million in 2009,
and that entire populations will be driven into
poverty. 300 million new jobs would have to be

created over the next 5 years in order to meet

global demand, but the number of jobs has risen
by less than 1% worldwide and is regressing in
developed countries: according to the
Commission, 8.5 million jobs will be lost in the
European Union in 2009/2010.
- We have to implement the climate package in
an unfinished and highly unequal Europe, and in
a divided world in which the different nations are
at daggers drawn. | think we’ll have some very
conflicting interests tonight, and
that the pressure on each to prevail
is immense. Yet we have to
reconcile these different interests.
- And we must incorporate our
efforts into a programme of
profound and complex structural
change, which will be all the more
difficult to implement because we
have put it off for so long! We have
been demanding reforms for a
while now, and yet we have failed
to implement them. It is extremely difficult, in
France in any case, to persuade the entire
population to commit to the necessary reforms.
The challenges ahead of us are difficult but,
despite everything, inspiring, as our generation
bears the responsibility for change. We have no
choice . However, we must be careful not to

ignore the difficulties, as they really do exist.

etting everyone on our side

- The first difficulty, as Jean-Pierre
Bompard pointed out this morning, is to get
everyone on our side, including the workers.

There is a lot of resistance. Workers are afraid
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for their jobs, and convincing them of the need to
change to a new type of economy was “not easy
before the economic crisis, and has become
even more difficult since”. As for companies,
some invested heavily just a short time ago and
now find themselves in a terrible situation, facing
financial losses and being forced to carry out
redundancy programmes. And yet they are being
asked to change their production tools, invest in
research, innovation and training, and introduce
a new productivity model against the will of their
employees. All this is complicated. Social
dialogue will have to be renewed in companies
in anticipation of these changes. We know that
companies are facing international competition:
not everyone will come out a winner. Poland has
told us that the climate package will lead to the
loss of 800,000 jobs in the coal industry, but that
only 200,000 jobs will be created at best... What
should we do? How should we proceed? We
can't just ignore the climate crisis.

Under these circumstances, the fight against
climate change is far from easy: governments
are reluctant, concerned as they are by company
bankruptcies, public deficits or their own
development (China, India, Africa). They are
perhaps not ready to engage in such a fight. Not
to mention the “negationists”. Let me say with all
due respect to our Polish friends: we can't afford
to ignore the climate crisis. Claims by some
scientists that there is no crisis are dangerous,
and should be strongly refuted.

orking towards cohesion

- The second difficulty is to foster
greater cohesion, as some companies will need
more help than others. Perhaps large companies
will have to help their smaller counterparts. Or
those in a stronger position because of the
nature of their core business (environment,
energy). Others - in the automotive sector for

example - will have to make considerable

technological progress. The same goes for
regions and governments, which will be called
upon to show greater solidarity. It is our duty to
persevere and, as Michel Cruciani said earlier, to
make it clear that things cannot continue as they
were before. It would be “criminal”, he told us.
Perhaps “criminal” is a bit strong but it is fair, as
otherwise we would see conflicts, even wars

and, ultimately, widespread self-destruction.

econciling the fight for the

environment with social and financial
challenges
- We need to find the road back to growth, and to
make sure that the industrial revival is
compatible with a new world order and with
ecological imperatives. This is an immense
challenge. Philippe Herzog has repeated time
and time again that, yes, we need to invest,
but we also need to shift to new drivers -
namely, social and financial drivers. Otherwise,
we will fail in our ambition to incorporate climate
challenges. | would like to emphasise the
importance of the fight for the environment, as
we will be discussing social and financial issues
during the European Economic Discussions of
10 and 11 December.
- As we have said, we do have an advantage in
the form of the climate package. But we will
need to establish a number of conditions before
it becomes a genuine asset.
Firstly, it should not be left on the shelf while we
wait for better days. We don’t have time to wait,
because there is an economic crisis going on as
well as a climate crisis. We have reached a
turning point, say another group of scientists,
whom | am more inclined to take seriously. CO,
emissions are linked to human activity, and are a
threat to our planet. The rise in the earth’s
temperature - which already stands at 0.7t - is
causing glaciers to melt. These glaciers contain

millions of tons of methane: when they melt they
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release this methane, which could trigger major
climate upheaval much more quickly than we
might think. The scientists say that if we do
nothing within the next 5 years to keep global
warming below 2, we are heading
for a string of natural disasters that
will stretch over several centuries. |
don't wish to cause panic, but we
must at least be aware of all this. As
Jean-Pierre Dupuy said to us, “We
know it, but we don’t want to believe
it". To quote the film “Home”, we must
“believe what we know” ; only then
will we be able to make the necessary
commitments. It is easier to act when we know

who the enemy is than when we don't.

ur collective responsibility: prepare

for the climate package now, rather
than wait for 2013
- First responsibility: increase awareness of the
climate package. How many French people
know that we have just voted for a climate
package? Slightly more than usual perhaps, as
Nicolas Sarkozy, to his credit, fought for it
fiercely throughout the French presidency. At the
same time, France also instigated the Grenelle
Environment Forum, which has been one of the
brightest achievements in Europe’s years-long
battle to protect the environment.
The climate package is the only pact of its kind
in the world, so let's not under-estimate it!
Perhaps it doesn’t go far enough, but it is unique
and it binds 27 member states and 450 million
Europeans to a common goal! It could create
terrific synergies.
It is a compromise, despite the fact that it is not
our custom to sign compromise agreements; it's
always either all or nothing with us. The climate
package is the result of three years of debate
and discussions between the institutions, which

were subject to constant pressure from the

different stakeholders. It has already been
adjusted to the economic crisis, since the
claims of the Polish and Italians have been taken
into account, as have those of the large, energy-
intensive  companies. It offers
individual solutions and room for
initiative by companies, and fosters
solidarity between individual
countries. Wealthy nations will be
paying for poor nations under the
emission allowance trading scheme,
which of course is not perfect and
needs some reworking. Indeed, due
to the recession, the current carbon
price is too low and volatile! It does not
encourage investment in sustainable
development.
- It is also our collective responsibility to get
involved. Of course, this means governments
first of all. The institutions have done the
groundwork, so let's now congratulate them and
get on with implementing the climate package in
the individual member states, our regions and
our companies. As | have already said, we do
not all have the same advantages. We have
heard what Toyota and Arcelor have to say: both
groups have responded to their social and
environmental responsibilities to develop hybrid
cars and to cut CO, emissions per ton of steel
produced. What's more, Arcelor has told us that
it is not doing enough, but that it can’'t do any
more. So we now need to make significant
technological progress, which will require a lot of
research and innovation. We have companies,
such as EDF and Veolia Environnement, that do
this almost naturally. These companies will have
to help SMEs both in and beyond their sector.
But what should we do about companies that
either won't or can't fulfil their responsibilities?
Force them? In some cases, | think we will have
to. Others will just require some help. Extensive

cooperation will be required in order to pool
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costs, as the ecological transition of our

companies will not come cheap: cooperation
agreements, alliances, public/private
partnerships... as mentioned yesterday at a
Caisse des Dépbts et Consignations
conference, this will be an enormous challenge

in terms of public/private cooperation.

In any case, we can, as Michel Cruciani
suggested, make a start right away: some local
measures - to promote energy efficiency in
buildings, for example - will be all the more
effective because they won’t put a strain on
government budgets. However, the FIEC claims
that there is a lack of qualified workers, as we
are talking about new jobs that we do not yet
have the skills for. It is not a question of money -
we have looked at vocational training budgets in
France, and they are huge but very poorly
utilised. We therefore need to introduce reforms,
which will take a lot of courage from the social
partners in charge of training organisations and
funds.

Other options include developing solar energy
and extending bonus/malus schemes beyond the
automotive sector (although, of course, judging
by the results in the automotive industry, it might
be said that these schemes cost more than they
are worth). In any case, what we are suggesting
is that we prepare for the climate package
now, and | am pressing this point with the
European Parliament and with the Commission.
Maystadt says that we have made a start in
some cities. We need to speed things up

- Our third responsibility: place the climate
package at the heart of research and
innovation.

Innovation in applied technologies: Arcelor Mittal
is heading one of the 12 ongoing projects on
CO, storage. This will mean further progress in

cutting CO0, emissions per ton; Toyota and

Renault are already involved in hybrid car
development.

With regard to future technologies, such as the
ITER: | have been pro-nuclear power for a long
time, and | am sensitive to the security, safety
and waste management aspects, which require
a great deal of investment and research. | am in
favour of perhaps inventing a new way of
generating nuclear power with the ITER: it is
costly, estimates have tripled (from 5 to 15 billion
euro). But, whatever we do, let's not give up.
Let's not make the same mistake as we did in
the past with Phenix; it could cost us so much
more in the future.

In my opinion, the biggest potential innovation is
in our industrial and business activities , in the
way we produce, consume and trade. And this

concerns absolutely everyone.

It is easy to say that we need to change our
behaviour, but it is in fact very difficult to do:
Germany has approved the idea of CO2 storage,
as long as it is not within its own borders! Wind
farms, yes, but not outside our own front doors!
There will be no miracle solution, no on/off
button. The process will be long, and will require
a break with the past. We need to act now, at
all levels and on all fronts, as the victory over
climate change will depend on a combination of
factors. And in answer to Jeroslaw Grzesik, who
asked “why should we reduce our greenhouse
gas emissions when Europe only accounts for
14% of total volumes and Polish coal-fired power
plants only account for 1.2% of these 14%; there
is no need”, | would say that our contribution is
significant. And even if mankind were only
responsible for a small part of climate change,
that small part would be sufficient grounds for
action.

We have also heard today that the potential for

new jobs is huge: 1 million in Europe right away,
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said Pierre Deschamps; and investments:
several trillion, said Philippe Maystadt... might
the climate crisis be a godsend for the
economy? We have a European policy and a
framework. We now need to move firmly ahead:
implement them in all the member states and
reinforce them in the European Union. It has to
be done now.

Philippe Maystadt spoke of “a great deal of
disappointment” felt by member states; Pierre

“

Deschamps added that there is “a lack of
coordination”. National recovery plans allocate
15.6% to the climate. This is not enough, say the
UNO (which proposed 30%) and Nicholas Stern
(who suggested at least 20%).

So, let's use the climate package as a
foundation for a new plan, a new European
contract. Such is the proposition that we would
like to work on with you. Pierre Jonckheer has
suggested a Green New Deal, we are
suggesting a new social contract involving both
industrial and eco-industrial renewal. Europe is
investing 5 billion, plus 15 billion in structural
funds. This must have a multiplier effect, and
push the member states to step up their efforts.
Investing 25% in the green economy would be a

good start.

We will need a regime of harmonised taxation.
Will the ETS be enough? We will need a
European fund and a real budget . Mario Monti
introduced the idea of a pact into the “integrated
market vs. taxation/budget” debate, so let's get
on with it! Philippe Herzog suggested a “New
Single Act”. Let's go for it! Let's talk about a
slightly more global project that will bring
Europeans closer together.

Let's take the financial stakes, which are
extremely high: governments are in debt, the
banking system is sluggish, corporate balance

sheets are in poor shape... what is the best

way to use savings? It seems they are

massive . There is a huge contradiction here! Of
course we have to “save the banks”, but we are
being told that we will have to inject 300 billion
more. Shouldn't we be creating new players:
EDF are raising investment funds, isn't that a
possible solution? TVO are signing a contract
with paper makers in Finland, isn't that another
solution? Long-term investors are being created,
and a European Investors Club was mentioned
as well as an international club. So that's
another original idea. The EIB has a new historic
role.... We are not short of ideas or proposals
but, firstly, they must be implemented in the right
conditions - with much tighter democratic control
over the use of funds and the introduction of aid
allocation criteria - and, secondly, their impact
must be evaluated. The main challenge in this
new era will be to invent new forms of
cooperation between the public and private
between

sectors and different  public

organisations.

ooling efforts and initiatives across

the world
- These efforts must not be confined to Europe,
but must be spread across the world. A lot of
initiatives have already been taken throughout
the world. Joachim Bitterlich warned us earlier
not to let “the United States or China overtake
us”. Yes, the United States is investing heavily in
research and innovation, and changes have
even been introduced in the corporate world (as
the cost of not doing so is, as we have seen with
General Motors, very high); as far as the
Americans are concerned, the climate is a
business and investing in the climate does, after
all, lead to progress and promote certain values!
But we need to work on an international
regulation system, and define an international

agenda and objectives.
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- Will we reach an agreement in Copenhagen?
“The risk of failure is still huge” said Philppe
Maystadt, the stakes and interests are so great
that we cannot afford to take anything for
granted. But | believe that even if we haven't
agreed on the objectives by December, we can
still go ahead and draw up an agenda. Obama
has made his commitment clear, it was one of
the leading priorities in his campaign: will he
manage to convince Congress? What | do know
is that tackling climate change is unavoidable.
So it is essential that we lose neither our lead
nor our determination to build solidarity between
countries all over the world. We have to be the
best, as the best will eventually come out on

top in the global competition.

We are expecting a lot from China, the European
Union and the United States, which are the three
biggest polluters in the world: between us, we
account for 57% of global emissions. We have a
special responsibility, and Copenhagen is 5

months away. Anything is still possible!

At midnight on 23 June, the climate package
came into force in Europe. On 27 June, the
American Congress passed the “Obama plan” by
219 votes to 212: a 17% cut in greenhouse gas
emissions by 2020, compared with 2005; 12%
more renewable energies; 120 billion of
investments in sustainable development; and the
purchase of emission permits for large
companies.
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DINNER DEBATE

The climate package: a lever for an agreement in Co

penhagen?

The discussion moderator will be Christian Egenhofer , Senior Research Fellow, Centre for European

Policy Studies, CEPS

With: Louis Bono , Counsellor for Energy, Environment, Science and Technology at the US Mission to the

European Union

Jos Delbeke , Deputy Director General of the European Commission’s Environment DG

Wang Yi, Deputy Director General of the Institute for Policy and Management of the Chinese Academy

of Sciences, Head Scientist of the China Sustainable Development Strategy Study Group

laude Fischer (Confrontations Europe) -
This debate will close what has been a
very full day, during which we have tried to define
what impact the climate package will have on
European policies, while placing an emphasis on
shared responsibility, because we'’re
all responsible for our own energy
consumption. This evening, under the
leadership of Christian Egenhofer,
Senior Research Fellow at the Centre
for European Policy Studies, who has
been working on climate change and
energy issues since 1996, we will try
to determine, in view of the upcoming
Copenhagen climate conference, if the
climate package is capable of driving international
negotiations and consequently the agreement
we're all hoping for. This evening we have invited
representatives from the three leading regions of

the world, who maybe bear a greater part of
responsibility for reaching an agreement: besides
Jos Delbeke, Deputy Director General of the
European Commission’s Environment DG, our
other guests are Wang Yi, Deputy Director
General of the Institute for Policy and
Management of the Chinese Academy
of Sciences and Head Scientist of the
China  Sustainable = Development
Strategy Study Group, and Louis
Bono, Counsellor  for  Energy,
Environment, Science and Technology
at the US Mission to the European
Union. We are delighted that they
could be with us, and we hope this
evening will offer us an opportunity to cooperate
more closely to fight climate change and move
out of the economic crisis, since both are linked.
As a European political interest lobby,

Entretiens Economiques Européens — 23/06/2009 53/67




Confrontations Europe is hopeful that a frank,
open and direct debate will help us improve our
understanding of the situation, without necessarily
renouncing our differences, and hence embark on
a path towards greater progress through
continuous dialogue with European institutions.

hristian Egenhofer , Senior Research

Fellow, Centre for European Policy
Studies - Negotiations about the manner in
which we would fight climate change began
several years ago. Both China and the United
States are involved, and an important meeting is
taking place in Mexico as we speak, in which
Karl-Friedrich Falkenberg, Director General of
the European Commission’s Environment DG, is
taking part - which is why he couldn’t be with us
today. We feared progress would be slow, but
we’'re making headway. Further negotiations are
scheduled to take place before the Copenhagen
conference next December, and financing and
objectives will be a central issue. Regarding
what needs to be done by 2050, technological
progress made between here and then will make
it possible for industrialised countries to reduce
their greenhouse gas emissions by 80 to 90%
compared with 1990, and this target has been
agreed upon bearing this objective in mind.
There are however differences in opinion
concerning 2020 - in other words what will
happen tomorrow! The European Union is
suggesting that we reduce emissions by 30%,
but China is asking that they be reduced by at
least 40%, the small islands by 45%, India by
80% and the United States propose 4%. There is
much disparity, and a lot of room for negotiation.
And even if the industrialised countries reduce
their emissions by 30%, countries such as

China, India and Brazil will also need to reduce
theirs - the European Union is asking that they
do so by 15 to 30%.

Although there is still much doubt surrounding
the objectives to be aimed for, there is even
more doubt with regard to funding. The United
Nations Fund for adapting to climate change
estimates that we will need 50 billion euros per
year until 2030 to finance the transition to a low-
carbon economy, and certain economists believe
this to be the tip of the iceberg. Most of this
money will come from public budgets. Here, too,
opinions differ greatly. China wants developed
countries to contribute 0.5 to 1% of their GDP to
helping disadvantaged countries. The European
Union has deferred its decision in this matter
until October, and believes that an agreement
will be reached in the last hours of the
Copenhagen conference. The United States is
suspicious - to say the least - of anything
resembling the transfer of money or
employment.

If what the scientists say is true, however, we
should be prepared to put an end to such
prevarication.  Although there is some
disagreement about the full extent of the
problem, global warming is a fact, and its effects
are already apparent. Researchers fear major
natural disasters, the consequences of which
remain underestimated. Only the most rigorous
policies, introduced as soon as possible, will
change the course of events.

Macroeconomically speaking, effective policies
are not difficult to implement - greenhouse gas
emissions are “externalities”, so all we need to
do is give them a price to solve the problem.
However, such policies have distributional
effects that bring ethical issues into play. A North
American emits almost 20 times more
greenhouse gas than an Indian, 4 to 5 times
more than an inhabitant of China, and twice as
much as a European. This is why the emphasis is
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on objectives - who should reduce their
emissions? And with regards to financing, who
should pay?

In addition to objectives and financing, the
Copenhagen conference should address the
transition to a new economy, ways to avoid
further deforestation, the transfer of technologies,
and the development of carbon markets. It's a
pleasure for me to welcome this evening three
distinguished guests with whom I'm looking
forward to discussing these thorny issues. To
begin, | would like to hand over to Wang Yi.

ang Yi, Deputy Director General of
the Institute for Policy and
Management of the Chinese Academy of
Sciences, Head Scientist of the China
Sustainable Development Strategy Study
Group - first of all, | would like to
speak about China’s national policy
regarding climate change. As you
know, my country is developing very
rapidly and, as its economy
progresses, its attitude about climate
change is evolving. We have no
legislation specifically devoted to
CO, emissions, but we regularly
revise the laws governing energy
conservation and renewable energies. What's
more, since we have become more aware of the
full extent of climate change, we have taken
determined action to reduce carbon emissions at
a national level. A steering committee meets
regularly under the aegis of the Prime Minister,
and we have defined many new policies
including, in 2007, a new programme specifically
devoted to the fight against climate change; we
are actively working to perfect a low-carbon
economic development plan, which will come into
force soon, and we have drawn up long-term
plans for nuclear and renewable energies. We are
already seeing changes as a result of the rules
laid down in 2007. Wind energy production is
increasing steadily and our capacity, which was

already high in 2008, will reach 100 gigawatts by
2020, i.e. three times more than we initially
envisaged. We have also reviewed our nuclear
power plant construction plan, and envisage
increasing our nuclear energy production to 70
gigawatts in 2030. Finally, we have reduced our
greenhouse gas emissions by 10% since 2008,
and we hope to reduce them by a further 10%.
This represents such a huge volume that I'm not
sure any other country would be capable of
reducing emissions as much as we are intending
to do.

Where does China stand as regards current
international negotiations? China intends to
respect the United Nations Framework
Convention on climate change, and to assume its
responsibilities in this matter. It would like to work
on reducing greenhouse gas emissions in
collaboration with industrialised
countries, which should be able to
improve the situation by reducing their
emissions by 40% by 2020, and with
developing countries. There is still a lot
to do, both in terms of agreeing on the
percentage by which greenhouse gases
need to be reduced, and in terms of the
transfer of technologies. The latter is
encouraged in the Bali agreement, but is
hindered by intellectual property issues and by
the lack of financial support needed to facilitate
transition, because China is also suffering from
the economic crisis and will find it extremely
difficult to release the necessary funds.

Finally, where does China stand with regard to
the fight against climate change? We believe that
all countries must cooperate to reach a mutual
agreement at the Copenhagen conference. One
of the main problems at the moment concerns
bilateral cooperation, between China and the
European Union, the European Union and the
United States, and China and the United States.
The other problem is that we need to break down
many barriers if we are to build mutual confidence
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and consequently do away with certain
technology transfer restrictions.

We also need to find a way to simultaneously
resolve the problems stemming from the financial
crisis and from climate change. We must be able to
work coherently with existing technologies without
depending on technology transfers and financing,
and to develop other technologies. For now, the
Copenhagen agreement is obviously very
important. But what happens after this? Using this
agreement as a framework, how are we to
proceed? And what resources, for example of a
diplomatic nature, will we have at our disposal?

| would also like to point out that while China
believes in international cooperation, it is also
aware of the need for self-sufficiency. As we
know, China is a power that can’t be ignored on
account of its contribution to the global
economy. This is not, however, problem free. If
China works with the United States or with the
European Union, we will need to broach the
subject of lifestyle. And if we don't manage to
reach the Copenhagen objectives as part of the
European Union’s ETS programme, we will not
be moving towards the low carbon economy that
we hope for. In reality, although we’re all in the
same boat, some are in first class cabins while
others are travelling economy. We're not
experiencing things in the same way. This
makes it all the more important for us to work
together for a sustainable future.

hristian Egenhofer - We've made a good

start. | will now hand over to Louis Bono,
whose career as an American diplomat took him
to Bagdad and Islamabad before then becoming
the current Counsellor at the United States
Mission to the European Union.

ouis Bono, Counsellor for Energy,

Environment, Science and Technology
at the US Mission to the European Union - |
would like to thank Claude Fischer and Philippe

Herzog for inviting me because it's a real pleasure
to be with you this evening. | will start, if | may, by
commenting on the final point made by Mr. Wang
Yi — we are all in the same boat, it's true, | can
assure you that the American government insists
that its diplomats travel economy class, and never
first class! (smiles)

On a more serious note, the two major themes |
would like to tackle in this debate are those of
responsibility and cooperation. As Claude Fischer
said, Confrontations Europe is an association that
not only thinks, but also takes action. This is a
very good thing, as concrete action is needed to
spur responsibility and cooperation and, as we
are well aware, time is running out.

The United States believes that their fight against
global warming should begin at home. The
government believes we are in immediate danger.
No-one is questioning the conclusions of the
National Science and Technology Council report,
which unequivocally attributes global warming to
mankind, and the United States acknowledges its
responsibility as the largest producer of
greenhouse gas in history. The President is
committed to working towards a clean future, both
for our country and for the rest of the world, with a
series of measures designed to encourage growth
based on innovation and clean energy sources in
order to play a leading role in these fields.

Let me give you a few examples. The President
has announced a 45% reduction in energy
consumption in federal buildings by 2014, the
installation of thermal insulation in a million
homes, and the production of one million electric
vehicles by 2015. There are also plans to
reinforce pollution standards, notably where
transport is concerned. Legislation governing the
sale of carbon emissions has been put forward by
Senators Henry A. Waxman and Edward J.
Markey, and the President is working with the
leaders of Congress to have the legislation
adopted. This would make it possible to reduce
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carbon emissions by 17% by 2020; a figure of only
4% was quoted based on 1990, whereas this new
figure would mean a reduction of 17% based on
2005, which better highlights its ambitious nature.
In the longer term, the aim is to achieve an 83%
reduction by 2050. The production and use of
renewable energy must also be encouraged, and
we aim to increase use by 20%. We must also
work intelligently to reduce energy demand in the
transport sector with the introduction of

more clean vehicles, and in other

sectors by adopting clean energy

sources for instance in day nurseries,

for public lighting and for heating - for

example in school canteens - and by
encouraging people to update their
appliances by replacing them with high

energy performance versions.

According to the World Resources Institute of
Washington, if the Waxman-Markey law on clean
energy is adopted, greenhouse gas emissions
could be reduced by 28 to 30% based on 2005
figures, representing a reduction of 16 to 22%
based on 1990 figures. This is merely an
estimate, however, as once the changes are
implemented the results could be even better
than initially anticipated. As far as investment is
concerned, we know that last year the United
Nations Framework Convention on climate
change recommended that funding for public
research be increased. The Congress adopted
legislation aimed at reviving the economy,
allocating 60 to 70 billion dollars to promote the
development of clean energy sources. If we add
this to Troubled Asset Relief Programme funds
(TARP), we have about 100 billion dollars
allocated to this sector, and in addition, President
Obama has announced that the United States
would like to allocate another 150 billion dollars to
this cause over the next ten years.

The United States is therefore acting internally.
But global warming is a worldwide problem, and
we must also do our utmost to reduce emissions

at an international level - notably by cooperating
with the European Union, which has admittedly
played a leading role in this matter in recent
years, both in terms of introducing standards and
increasing awareness among the international
community. We also need to work together with
China and India in order to ensure that the whole
world is taking its responsibilities as seriously as
we are. Our government has therefore recently
put forward a series of proposals within
the scope of the United Nations
Convention on climate change, in
preparation for the Copenhagen
Conference. We would like to come to a
seriously negotiated agreement, based
on scientific studies and pragmatically
reflecting common aspects as well as
differences in terms of dealing with the
problem. Such an agreement should be
flexible and open-minded so that we can
implement different approaches depending on the
circumstances. President Obama has taken the
initiative to relaunch the Major Economies Forum,
which brings together the 17 of the world’s largest
economies. We hope that this forum, along with
the G8 Summit that will take place in L’Aquila in
Italy in July, will help move the Copenhagen
process forwards.

In this respect, cooperation is essential. The
European Union has long been a leader in this
field, as | said, and the United States wishes to
work together with the Union. To do so, we need
to overcome a number of obstacles.

We must also work together to enable the
distribution of clean technologies across the
world, promote research and development,
ensure worldwide access to the clean
technologies market and obtain sufficient public
and private investment to deal with the challenges
facing us. The European Union and the United
States must also work together with China and
India to ensure that these countries can fulfil their
obligations and assume their responsibilities. We
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have already started to do this. Todd Stern, the
American government’s special envoy on climate
change, has visited China to discuss efforts to
reduce greenhouse gas emissions. However, we
cannot take up such challenges alone. Stern
requested that the Chinese government set long-
term objectives and under-take a commitment to
reduce emissions by 2020. We acknowledge,
though, that China has other issues to deal with,
starting with poverty, but it is important that it take
part in the process underway and we therefore
propose that China works with us in the fight
against global warming, and for the development
of clean technologies and energy efficiency. We
would like to help China become more involved in
sustainable development.

We need to build mutual confidence in order to
pursue this common cause, which involves not
only taking action in our own country but also
cooperating at an international level, to take up
this global challenge together. | would like to
finish by quoting Todd Stern who, in a recent
speech, said “We need a little less preaching
about who is to blame and a little more of that old
comic book sensibility of uniting in the face of a
common danger threatening the earth”. Today we
find ourselves in the comic book capital of the
world, and I'm sure we can all see the sense of
these words. The threat of which he speaks is
neither a meteorite about to destroy the planet or
a Martian invasion - but it is no less serious and
there is no time to lose, so we need to work
together for the common good.

hristian Egenhofer : Thank you for that

passionate and enthusiastic speech. No-
one in Europe underestimates the difficulties
associated with such a fight on a national scale.

I will now hand over to Jos Delbeke from the
European Commission’s Environment DG, who is
one of the European representatives most
involved in international climate negotiations and in
the drafting of the climate package and the ETS.

os Delbeke, Deputy Director General of the

European Commission’s Environment DG~ -

We all agree that we are facing a time of great

change and, yes, we're all in the same boat. It is

therefore essential that we cooperate not only at

a bilateral and regional

level, but also at a UN

level. The European

Union cannot face such

change alone - after all,

the Union itself

accounts for only 14%

of the planet’s

greenhouse gas

emissions. This is also

true of other major blocks like the United States

and China, which account for 20% each. The fight

against global warming is therefore something we

must all work on together, and I'm delighted to be
a part of this constructive debate.

The first avenue of thought | would like to pursue
today is the following: what do we expect from
Copenhagen? We all agree that we are
approaching this event from a much better
position than the one we found ourselves in at the
time of Kyoto, particularly because the
Copenhagen conference will see a bigger turnout
- the major blocs now owe it to themselves to be
present. I'm not talking about making specific
commitments, but rather about efforts to
cooperate, and perhaps to cooperate in different
ways in keeping with our shared, and yet diverse,
responsibilities. In any case, we all need to take
action, and this is the message the European
Union hopes to deliver in Copenhagen.

We need to get to work, and this is just as
important as agreeing on the manner in which we
should present statistics. This is why I'm very
enthusiastic, following the Waxman-Markey bill in
the United States, about the possibility of China
making new political decisions in 5 to 10 years’
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time regarding the reduction of emissions. The
sooner the better.

I would also like to say this: let’s listen to what the
scientists have to say. They have drawn up a
report on global warming for the United Nations
Framework Convention on climate change, and
we can't just ignore it.

We have a lot more to do and many decisions to
make in the five to six months running up to the
Copenhagen conference. As you will have
noticed, the issue of global warming is always on
the agenda, at all negotiations, in all forums. The
fact remains that in the meantime, and despite the
commitments made, the objectives do not truly
reflect what the scientists are telling us to do.

Regarding funding, and despite the promises
made, we lack money - we're obviously unlucky
that the global financial crisis has hit us at the
same time, but this does not make the fight
against global warming any less of a priority.
European Union leaders have warned against
underestimating the efforts required of member
states, and Ministers for the Environment have
managed to more clearly determine what remains
to be done in collaboration with ECOFIN.

As far as technology is concerned, we need to
take a big step forward. Wang Yi said that green
technologies required further research and a
pooling of experience. While it’s true that we need
to come up with new technologies, we also need
to use those already existing to their greatest
potential. We don’t have to keep reinventing the
wheel! So let's make the most of the technologies
we have, both within the European Union and
throughout the world. We could for example step
up our fight against deforestation, which is
responsible for 20% of climate change. The
European Union, for its part, has reduced its
emissions by 6% compared with the level set in
1999. It has also decided to reduce its emissions
by 20% compared with 1990 levels by 2020. The

climate package marks a huge step forward in
areas such as transport, renewable energy,
research, and carbon capture and storage.

What lessons can we learn from what we've
heard today? Mainly that even though we
approach the problem differently, many of our
actions converge, be it in the fight against climate
change or guaranteeing energy supply, and this
means we will progress together, as Louis Bono
and Wang Yi have pointed out. I'm keen to find
out whether the Waxman-Markey bill will succeed,
because if it does it should pave the way for the
creation of a global carbon market. The
Commission has suggested setting up a carbon
market bringing together the OECD member
countries by 2015; this is an ambitious but
feasible objective in the presence of a
transatlantic market, as it would be a strong,
encouraging model for businesses.

A lot remains to be negotiated, and in poor
conditions given the economic crisis. The fight
against climate change will bring with it a new
global order in which the OECD, to which belong
the main emitting countries, will be outstripped by
non-member countries. Indeed, some claim that
our GDP per capita is already lower than that of
certain so-called developing countries. New
possibilities are therefore emerging, and the
European Union is very much in favour of
multilateral measures. This is all very exciting, but
it won't be easy. The G20, one of the bodies of the
new financial architecture, must bear in mind the
substantial costs the fight against climate change
could generate, as must all the major financial
organisations. Very busy times lie ahead, but the
Commission is optimistic. I'm confident that we'll
succeed in drawing up a useful agreement, one far
better than the Kyoto Protocol.

hristian Egenhofer - | would like to thank
our guests, and open the floor for questions
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rancois  Michaux, Consultant  for
Confrontations Europe - After the Kyoto

Protocol was negotiated

between the  United

States and the European

Union, the United States

then refused to ratify it

and “took their leave” for

a decade. How can we

be expected to initiate

reasonable negotiations

with them and believe they will effectively

reduce their own greenhouse gas emissions

when they block the discussion from the outset

by taking 2005 as a reference vyear for

measuring emission reductions as opposed to

1990, which is the year chosen by the

European Union because this is what is

provided for in the Protocol? As for China, how

can it say it's interested in global cooperation

when the papers speak, within the scope of the

publicly funded recovery plan, of a circular

issued by several ministers and government

agencies charging contractors to give priority to

Chinese products?

aseusz Rysnik, Solidarnosc - The

debate is now coming to an end, and it
has been extremely interesting. A great deal
has been said about trust however, when we
should in fact be giving priority to reason. Are
we to believe that some scientists are intelligent
while others are not? And if so, which are and
which aren’t? Of course - like Thierry Dedieu -
some Polish trade unionists might not agree
with me, but we from Poland are the only ones
in this room to have experienced totalitarianism,
and we were used as guinea pigs. Many of us
here today, with our grey hair, remember how
we fought. There was an army of 500,000 men
in Poland whose job it was to “keep the peace”;
you can think yourselves lucky that they didn’t
bring this “peace” to you... Today, we're fighting
for the climate, but bear in mind that in the 11"
century we cultivated vines in Poland...

hristian Egenhofer - Can | ask you to be
more concise so that all those who wish
to do so will have time to speak?

aseusz Rysnik - Very well, but | think it's

important we see things in their context. |
would like to ask the following question: will
Chinese and American governments accept
limitations imposed by the European Union?
That is the main question.

olf Linkohr, President of the Centre

for European Energy Strategy - It's
good that representatives of
China, the United States
and the European Union are
able to meet to hammer out
their differences of opinion
and discuss them together.
This wasn’t the case before.
Personally, | believe that the
main problem is that of
fossil resources. 80% of the world’'s energy
derives from fossil fuels and, according to the
International Energy Agency, use of carbon is
on the rise. The only solution is therefore to
sequestrate carbon, and this involves a
technology that needs to be developed. It has
been announced that an electrical power plant
will be built in China equipped with carbon
capture and storage technology, but who will
finance this? In cases such as these, it is no
longer a question of development loans but of
donations. Are the United States and the
European Union ready for this? Is the general
public ready for this? Are the governments of
developing countries prepared to manage the
allocation of such funds? It takes more than
simply signing an agreement; measures then
need to be implemented and their pertinence
justified to the population.

Entretiens Economiques Européens — 23/06/2009 60/67



lex Bowen, London School of

Economics, Principal Research Fellow
at the Grantham Institute, former Senior
Adviser to the Bank of England and to the
Stern Review - Where do the United States and
China stand with regard to the European objective
to maintain the rise in temperature below the 2C
threshold? What's more, are your respective
governments ready to tackle the problem of
stopping both direct and indirect subsidies for fossil
fuels? Are they prepared to accept a high carbon
price, and impose it on the end user?

ang Yi - We have defined a specific

renewable energy development plan and
a new energy industrial plan, to which we have
allocated a budget in excess of 5 billion dollars. Of
course, we need to bear the npolitical
consequences in mind when making political
decisions - but China counts almost 1.5 billion
inhabitants, and this makes it very difficult for us to
ask their opinion before developing a carbon-free
economy. The plan is therefore decided on by
central government and pilot studies are carried
out; we then collect the conclusions of our
experimental work, pinpoint any difficulties and
proceed with any necessary changes.

Unfortunately, | cannot answer the third question.

Developing “clean carbon” technology is one of
our top priorities, and it's why we want to build
pilot carbon capture and storage power plants.

In answer to your final question, | will say “yes, to
a certain extent”. In other words, although we are
not currently in a position to reduce our total fossil
fuel production capacity, the government may
commit to implementing technologies that
produce less carbon. Reducing carbon intensity
between 2011 and 2015 will be a difficult
objective to achieve. We will assume our
responsibilities during this period.

ouis Bono - It's true, 1990 is a better

reference year for the European Union and
2005 is better for the United States. But, whatever
the year of reference, it doesn’t change much in
terms of international negotiation. The matter will
be debated, and maybe we can change our
medium-term objectives - aiming for 2025 or 2030
rather than 2020 for example. Will the United
States take what the European Union has done
into consideration? We followed the introduction of
the greenhouse gas emission allowance market
very closely. Poland has a 90% dependence on
coal for generating electricity; as several of our
states also depend greatly on coal, we’ll see what
the Union comes up with.

You asked me about the possibilty of a
transatlantic coal market. On that subject, Jeff
Bingaman, Chairman of the Senate Energy and
Natural Resources Committee, came to Europe to
meet his peers and found the discussions he had
with Jos Delbeke extremely constructive.

Is the United States prepared to pay the price of
carbon capture and storage? The subject will be
discussed within the scope of international
negotiations. Being one of the most developed
countries in the world, the United States must
offer support to developing countries, but how
much, and how should this be financed? We don’t
want to give money to countries and then let them
decide what they're going to do with it. Therefore,
we feel there is a need for a permanent structure
capable of offering flexible and pragmatic support
to those countries that need it most.

As regards controlling the rise in temperature, this
is a scientific question, and President Obama has
said that he will accept the conclusions of
scientists about the climate.

Finally, it will be very difficult for us to do away with
fossil fuel generation as several of our states have
a 75% dependency on coal for generating the
electricity they need. We need to bear this in mind.
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hristian Egenhofer - Is the European
Union prepared to finance carbon capture
and storage?

os Delbeke - Sums generated by the

auctioning of 300 million emission allowances
between 2013 and 2020 will be set aside for this
carbon capture and storage technology. It is
expensive, and today’s price per ton of carbon is
attractive. But we hope that this will be a cyclical
phenomenon. What we need is a substantial
carbon price, of around 30 euros per ton. Any less
than this and we would need to increase
subsidies. More generally, the idea is to put this
technology on the market and disseminate it - the
future will be all about technological cooperation.

runo Bensasson , Heads of Economics

to the strategy directorate, GDF Suez -
Do today’'s speakers, particularly those from
China and the United States, think that we can
tackle what is an urgent climate problem without
rapidly introducing an international greenhouse
gas emission market? Do they believe such a
market, together with the quantified and impatrtial
sharing of emission credits, is possible from an
economic and political point of view? Would this
not be the easiest way of ensuring economic
flexibility and efficiency?

hierry Dedieu, Confederal Secretary of
the CFDT trade union - As a member of
the CFDT trade union, |
have been following the
negotiations  with  the
United Nations on climate
change and sustainable
development. The trade
unions support the
ambitious objectives set
by IPCC experts, and are
fully aware that they will have both a positive and
negative social impact on employment - change
can generate employment, but first there will be a

transition phase. To what extent do the three
speakers intend to involve the social partners in
preparing for the social change and complex
upheavals that will affect employees in the future?

oachim Bitterlich , Executive Vice President

of ‘Veolia Environnement’ - | have two
questions. First, regarding the Copenhagen
conference, wouldn't it be better to end up with a
binding action plan rather than a legally binding
instrument, in order to avoid the risks associated
with ratification in certain countries? Secondly,
how can we involve Russia, India and Brazil in
our activities?

acques Terrenoire - Mr. Bono has said that

the Copenhagen agreement needs to be
pragmatic and flexible. These two words leave me
feeling very uneasy. Can he elaborate on this?

arcelo Vollmann , Renault - How are we

to define what is “green” and what is not,
particularly in America? And how much of a risk
do each of the speakers believe there is of the
Copenhagen conference failing?

adeusz Rysnyk, Solidarnosc - | believe

that our American representative is familiar
with the report signed by 700 leading scientists,
including numerous Nobel Prize winners, and
which casts doubt over everything that has been
said about climate change, because it was
presented to the United States Senate in
December. Could he briefly comment on it?

Also, are the organisers of the conference and all
those who believe in global warming and rising
temperatures aware that these have not stopped
falling since 1990, and that 2007 was the coldest
year on record since measurements began? Snow
fell for the very first time in Saudi Arabia. Although
this may raise a few smiles, it remains a fact.

laude Fischer - Nuclear is an important
renewable energy source, and it is coming
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back into favour throughout the world. What do the
United States and China think of this upswing, and
are they working on the issues of safety and security
to move towards sustainable nuclear power?

ang Yi - As | can't answer these
guestions one at a time, | will go back
over a few key points.

Regarding an international carbon market, we
must first of all establish the objectives of such a
market, and tailor these objectives to the needs of
different countries. We can lay down principles,
but in terms of reaching objectives different
countries have different responsibilities. Also, the
European Union would like to reinforce the ETS,
but it does not acknowledge China’'s market
economy position. How can we overcome this
problem? Improving the market within the
European Union and elsewhere in the world calls
for capacity building.

From a social point

of view, there will

indeed be a

transition period. We

need to change our

consumption model,

and this isn't easy for

either developed

countries or

developing countries.

At the same time it is also important that we
introduce a new model for international relations.
Mentalities also need to be changed, as does
public opinion.

Regarding the risk of the Copenhagen conference
failing, | don't personally feel there’s anything to
worry about. We have embarked upon a complex
process, and fixed ourselves long-term objectives.
Copenhagen will not determine our success. We
will introduce important changes, but over the
very long term. We should, in fact, be giving more
thought to what we will do after Copenhagen.

Finally, with regard to nuclear energy, | have also
put it to our government that we should step up
the use of nuclear energy, but, to date, we lack
the capacity and skilled labour - things are
different in the south-east of the country and in
poorer regions. China does take nuclear energy
into account in the fight against climate change,
but it has a lot of catching up to do in this area.
This therefore constitutes a real challenge.

ouis Bono - Regarding a common carbon
market, the United States is interested in
the creation of a transatlantic market. This would
create a common market on both sides of the
Atlantic, and it would also be the quickest way to
integrate emerging economies. Some believe,
although this isn’t the standpoint of the American
government, that if we don't reach an agreement
in Copenhagen, an international carbon market
will be sufficient for

reducing emissions.

When it comes to
choosing between a
political agreement or
an action plan, there is
a lesson to be learned
from America’s
experience of the
Kyoto Protocol.
Personally, | think the
US Congress has to be involved in the negotiation
of a treaty that will have an important impact on our
economy, and | don't think that a political
agreement is any better than a binding plan. If the
Kyoto Protocol was not ratified, it's because to
ratfy a text means according it a quasi-
constitutional value. We take democracy extremely
seriously, and if a US Administration does not
implement a treaty it can be taken to court. And
this is why some treaties are never ratified.

When | spoke of a flexible and pragmatic treaty, |
meant that we need to take into consideration the
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manner in which different countries are prepared
to assume their responsibilities on the one hand,
and bear in mind what scientists are saying about
the risks incurred and about what we can do in
the medium and in the longer term on the other.
These are terms that | am using personally, and
should not be considered the official position of
the American government. But we do need a
system that accepts developing countries and
developed countries alike.

As far as the risk of Copenhagen failing is
concerned, | really have no idea. There is always
a risk, obviously, just as there is a risk that the
United States may not be successful in getting the
CO, emissions trading law voted in.

Should we reopen discussions concerning the
truth of global warming? In a democratic society,
we are always free to say that results presented
by scientists are not conclusive. In any event, the
US government accepts the fact that climate
change presents a real danger for our planet, like
scientists say.

It is easy to set objectives to reduce emissions in
the run-up to 2020. But how are we going to do
this? There are no miracle solutions. We still
depend on fossil fuels, and we are going to try
and see how we can make better use of nuclear
energy, but a great deal remains to be discussed
on this subject.

os Delbeke - I will give my answer on three

points. The trade unions have questioned us
about what to expect in terms of job loss and job
creation. We have conducted a detailed study,
which has been published on the Commission’s
website and concludes that achieving the 20%
objective will bring as many job creations as it will
job losses. We can minimise costs if the transition
occurs smoothly, little by little. According to the ETS,
for example, reducing yearly allowances by a pre-
defined 1.7% will prevent the need for any brutal

choices. Also, those industries that are most
exposed to competition, such as the cement and
steel industries, will benefit from free allowances for
a certain period of time. And training initiatives and
governmental policies can contribute to the creation
of new jobs and make the transition easier.

Will we come away from Copenhagen with an
action plan? Probably, but this won't be enough
and it's important we don't stop there. We have to
decide on what the key elements are and many of
the rudiments can be implemented following the
Copenhagen conference. Finally, | believe that an
international carbon market, which would be a
top-down process, should emerge within the
context of the targets that will be agreed in
Copenhagen, that means at the level of the
United Nations. The ETS cannot be ascribed to
Kyoto, but to the European Union. If the United
States creates their own ETS, and if Australia
does likewise, it will become a bottom-up process
in which all these systems could be linked. The
European carbon market as well as the outcome
of the Waxman-Markey bill could lay the
foundations for such a future transatlantic market.

ristian Egenhofer - | would like to thank
this evening’s speakers.

laude Fischer - We

would also like to
thank Christian Egenhofer,
who did such a good job of
moderating these
discussions, and also the
European, Chinese,
American and Japanese
companies who helped
organise what was a first-
rate  debate. We will
continue discussing the
matter | think with our
Polish friends, initially on a
bilateral basis.
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