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COMMISSION OF THE EUROPEAN COMMUNITIES

SEC(91) 1744 final Brussels, 14 October 1991

COMMUNICATION FROM THE COMMISSION TO THE COUNCIL




A GLOBAL CHALLENGE

In 1990 a comprehensive report assessing the nature and the
consequences of global warming was presented by the Inter-
Governmental Panel on Climate Change (!PCC). It represented for the
first time a consensus amongst scientists on the possible impact
and risks of the greenhouse effect. Taking into consideration the
long lead times Involved In changes in the global climate system,
some immediate action is recommended. In this respect, a decision
to stabilise COy emissions Is a first Important step.

CO, emissions are recognised as being the maln contributory
factor to the greenhouse effect (see Annex 1). They arise primarily
from the burning of fossil fuels. Removal of CO, from emissions
at present Is not only uneconomic but at the technical level such
methods are far from being sufficlentliy developed. As a
consequence, no feaslible solution exists In the short and medium
term other than to reduce the growing use of fossil fuels. This can
be achlieved through Improved energy efficlency and through
substitution by other energy sources which emit iess or no CO5.

The greenhouse problem is global in nature. The climate system as a
whole Is Influenced by COp emisslons, regardiess of thelr place
of orlgin; thelr Impact |s also global, although the economic and
soclial conssequences differ according to geographlcal conditlions.
Until now the industrialised world has bsen the major emitter of
CO3, but the developing world Is expected to experience the
fastest increase In the years to come. It Is therefore of critical
importance to reach a global solution In which all countries of the
wor ld, developed and deveioping, are ready to participate.

With the completion of the Internal Market, the European Community
wii! be the biggest economic/trading partner In the world with the
potential to exercise an important level of moral, economic and
political Influence and authority. As such the Community owes it to
both present and future generations to put Its own house i{n order
and to provide both leadership and example to developed and
developing ‘countries allke In relation to protection of the
environment and the sustainable use of natural resources. This
responsibllity has been acknowledged and a pollitical commitment
undertaken In the declaration "The Environmental Imperative"
adopted by the Heads of State and Government of the Community at
their meeting In Dubiin In June 1990. The willingness of the



Community to fulflll Iits responsibllilities offers an Important
opportunity to flll a current vacuum In global foreign policy and a
catalytic role In regard to the Global Climate Convention to be
adopted at the UNCED Earth Summlt In June 1992.

Already Article 130R of the Treaty adopted in the 1986 Single
European Act urges the Community "to ensure a prudent and rational
utitisation of natural resources", It requires "that environmental
damage should as a priority be rectifled at source", "that the
polluter should pay" while the Community shall take Into account
"the potentlal beneflts and costs of actlon or lack of actlon".
This article of the Treaty Is in line with economic theory which
advocates the Internalisation of external costs such as
environmental damage caused by energy use, to Iimprove overall
economic efficlency.

The Joint Energy/Environment Councll of 29.10.90 decided to
stabllise CO, emisslons In the Community In the year 2000 at 1990
levels. The purpose of this Communication 1Is to outline a
comprehensive strategy to reach this commitment along the Ilines
already dliscussed by the Joint Energy/Environment Council and to
invite the Council to say whether they consider that this strategy
should now be developed and, where necessary, translated Into
specific proposals. This strategy Is based on an intensification of
non-fiscal measures, a fiscal volet Involving a possible tax
directed to energy saving and to a reduction of polluting sources
of energy but not involving any increase In taxation In total, and
on complementary national measures. If the Councl! wishes to go
forward in these directions, It would be possible to Indicate to
the Community’s major International partners that the Community
would be prepared to go ahead with the reduction of CO, pollution
by these means and to Invite them to Indicate whether they are
equally prepared to take action of a simifar kind. It Is evident
that the adoption of a <clear strategy would increase the
credibility of the Community In ongoing Internatlional negotiations
and guarantees the cohesion of the Internal Market.

. THE PROBLEM

With an average of 2.2 tons of carbon per head, the Community
represents 13% of global CO, emissions, compared to 23X for the
U.s., 5% for Japan and 25% for Eastern Europe and the USSR. Four
main sectors In the Community are responsible for these emisslons
power generation (31%), transport (26%), Industry (20%), and
residential/commerclal (20%) (see Annexes 2 - 4). During the period
1970 - 1985 emissions almost stablilised. During the perlod 1986~
1990, however, this positive tendency has been reversed and
emissions have grown by 4X%. The positive effects on CO, emissions
resuiting from a consistent improvement of energy efficiency and a
substitution  towards less COp emitting energy sources,
practlically came to an end with the drastic decrease In energy
prices and the slowing down of Investments In nuclear power
generation. For the perlod 1990-2000, CO, emissions are likely to
continue to grow by another 11% (see Annex 5).
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10.

IN SEARCH OF SOLUTIONS

CO, emissions are related to the very different uses of fossil
energy by millions of consumers and businesses. Efficlent use Is
in many cases not the rule for a varlety of reasons : lack of
informatlon, behavioural habits, reluctance to make investments
even when they have economic pay-back periods (e.g. longer than 3
to 5 years), adverse price iIncentives, lack of caplital, short-term
interest of energy suppllers, lack of alternatives, uncertainty of
energy prices. As a consequence, an efficlient and effective pollicy
needs to Involve a set of mutually reinforcing measures of a
regulatory, voluntary and flscal nature. Moreover, on the basis of
the subsidiarity principle, the package needs to consist, on the
one hand, of measures requlring some degree of coordination or
harmonisatlion amongst the Member States, and on the other, of
measures which can be Implemented most efficlently at national,
reglonal or local level.

A first step In controlling COp, emissions needs to Include
measures which Involve the lowest economic costs and which at the
same time lead to benefits in other policy areas. In this respect,
most attention needs to be pald to the exploltation of cost-
efficlent technical possibllitles to Improve the energy efficlency
in the Community. Such possibilities appear to exlIst In all sectors
and for all energy sources. Apart from reducing COp, emisstons, an
ambltlous programme to Improve energy efficlency will Increase
energy security, Improve the efficiency of the transportation
system, limit energy related air emissions other than COp and can
strengthen Industrial competitiveness. Such a programme wili re-
establish the momentum of the various energy conservation efforts
which have slowed down considerably since the 1986 drop In energy
prices.

The fuel switching option also has a role to play in the
stabilisation exercise for 2000, although for technical, poiltical
and economic reasons the full extent of this role may not be
achieved. For the transport sector clearly Iin the time horlizon
envisaged there are no possibilitles for fuel switching. For power
generation there 1Is some wider margin of manoeuvre. Current
economics and pollcy trends are such that substitution of soild
fuels by gas Is to be expected. The extent to which a COp
motivated redirection of energy supplies In favour of a much more
substantlial contribution of natural gas to the detriment of coal
and possibly oll supplies could negatively affect the present
sltuation of fair!y secure and moderately priced energy supplles,
depends on the pace of such developments as well as on geopolitics.
The presently Kknown resource endowment of Europe and the
neighbouring reglons with gas wouid allow substantially Increased
Community gas Imports, In particular in the framework of a European
Energy Charter. It Is however not clear, whether the infrastructure
investments can be financed and completed well before 2000 and what
the price effects would be. It Is clear that the fuel swltching
option will become an Important Ingredient of policles aimed at
reducing CO, emissions after the year 2000. It |Is therefore
important that the correct signals are already made at this stage.
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Renewable energy sources may have a role to play In all economic
sectors. They could represent up to 5% of total energy consumption
by the year 2000 and over 8% In 2010. They are thus likely to
contribute significantiy to the stabilisation of COp, emisslons,
on the condlition however that their market position as well as
current RD & D programmes are being reinforced. For example,
biomass may undergo deveiopment, in particular in the context of
the modif!cation of the Common Agricultural Pollicy which may
release large land areas for new uses. Certaln kinds of renewable
energy will increasingly be IlInked to energy efficiency measures
(e.g. passive solar) whilst wind energy and hydro energy will
continue to be increasingly used. However such developments are
oniy llkely to happen If some technical obstacles can be overcome
and If the economic position of these energies can be Improved.

. APPROACH TO BE FOLLOWED : A PACKAGE OF MEASURES

The Commission Is consclous that there are a number of solutions to
the problem. In determining the strategy to follow, the Commission
has taken Into account the need to base Its approach on actlions
which on the one hand minimise the economic costs and on the other
hand maximlse the advantages In terms of the environment and which
also have a clear beneflt on other policy areas. The package which
Is proposed Is based on three types of measure

- specific measures Including RD & D programmes, sectoral
measures, other types of regulatory and voluntary measures;

- fiscal measures;

- complementary national programmes.

V. SPECIFIC MEASURES

13.

14.

RD & D programmes

in the tight of the longer term perspective, RD & D programmes need
to be reviewed and intensifled, while programmes of dissemination
of technology such as THERMIE need to be enlarged. The Communl!ty
and its Member States will need to reshape and strengthen their
efforts In the area of energy technologies and on the economics of
COp policies. The third Framework programme of research and
technological development of the Communlty (1990-94) already covers
RD & D actlivities In these areas. In particular, the specific
programme In the field of non-nuclear energies (1991-94) which Is a
development and extenslion of the JOULE programme, will be pursued
in the fleld of minimum-emission power production from fossil
sources inciuding the development of carbon abatement technologies,
renewable energy sources and energy utilisation and conservation
Iincluding energy efficlent transport. Particular attention wiil
need to be paid to the transfer of environmentally friendly
technology and know-how to the developing countries.

Sectoral measures

A set of regulatory and voluntary measures will need to be
developed In the four sectors Identified above as the major
emitters. Many of those reviewed In this paragraph are already
covered to some extent by Commission proposals such as the SAVE
program, but will need to be strengthened.



Power generation

New and critical Initlatives for the future involve the Altener
programme on renewable energy and a proposal on least cost
planning. The latter wlll create incentives for energy
utillitlies to consider energy saving potentlals with its cllents
on the same basis as the expanslon of Its production capacity.
The US experience has shown that this Iinstrument can result In
an important Improvement of energy-efficiency.

Specific measures are needed to encourage users to accelerate
low pollution/high performance technologles (combined heat and
power generation). The electricity sector Is likely
increasingly to make use of renewable energy sources and
biomass products (urban waste).

industry

For most companies, energy represents a small share of overall
production costs. The scope for Improvements In energy
efficlency Is nevertheless considerable In these firms and a
widespread application of energy audliting Is therefore needed.
Although the relative potential Is smaller for some highly
energy-Iintenslive Industries (e.g. steel, chemlcals, non-
ferrous, pulp and paper, glass, cement), significant reductlons
can be realised through voluntary agreements or other means.
In this respect the potentlal of combined heat and power
generation needs to be exploited carefully. Finally, third
party financing systems can be establlished in this sector as In
others, to overcome substantial financling needs for investments
in energy saving.

Transport

Transport Is currently the source of around 25% of the
Community’'s CO, emissions. This share is liable to Increase
In the future, mainly as a consequence of the expected further
growth In the volume of road traffic. Because road traffic aiso
entalls other consliderable external costs (acid emissions,
congestion, etc.), structural policles are urgently needed at
the Community tevel and In the Member States to encourage a
more environmentalily rational approach towards moblility. To
reduce or at least contain the external costs, a full range of
measures will be necessary. These wll| cover three main areas

- The application of best available technology to reduce
exhaust emissions and increase fuel efficlency.

- Transport policy measures aimed at Increasing efficlency
within each transport sector as well as at systematic
promotlon of the most environment-frlendly mode of
transport. This Is likely to result In a shift from road to
rall, Inland waterways and combined transport as well as
from the private car to collectlive transport.
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- A change In user behaviour. Reduced individual car use will
need to be encouraged through 1I1.e. Information, public
education and public awareness campaigns. The general
introduction of more stringent speed limits Is needed and
wi!ll need to be rigorously enforced.

The required structural changes Iin the transport sector clearly
represent a major challenge to the Community. For that reason,
the Commission will present before the end of this year a
Communication on transport and the environment.

- Housahold/Commercial

Regulatory measures will be developed based on stricter norms
and standards for electric appliances (freezers, refrigerators,
bollers, etc.), Illghting, Improvements to Insulation of

bulldings, especlially existent ones, and better information
(e.g. labeling). The Institutional process of adopting such
new standards Is cumbersome, and long. Moreover, the
penetration rate of new energy efflicient appliances Is slow as
consumer durables have a long !ife time.

Other regulatory and voluntary measures

In addition to the four sectors aiready mentioned, as part of an
overall COp policy other actions will need to be deveioped. In
this respect, recycling of waste, afforestation schemes and schemes
to improve the quality of life In urban centres are examples of the
kinds of actlon which could contribute to the strategy. Certain
measures of this kind have already been initiated at the Community
level and will need to be reinforced in the future.

Even with a significant iIncrease In the speed of Introductlon and
the coverage of all of these regulatory and voluntary measures,
they are unlikely to be sufficient to reach the stabilisation
target. On the basls of the Commission’s analysls |t appears that
these measures, together with the results of technical progress
that would In any case have taken place with capital replacement
and other market developments, will contribute about half of the
objective (see Annex 6). For that reason additional measures are
necessary, to create incentives for speedier Introduction of new
energy efficlent equipment.

FISCAL MEASURES

Flscal measures have been advocated as a useful means of tack!ing
the COp problem In terms of thelir economic efficiency by the
Councll, the European Parlfiament and the Economic and Social
Committee, as well as by international bodies such as OECD and by
academics. In the Commission’s view, glven the characteristics of
carbon dioxide emissions (global character without direct negative



health Impacts), the use of policy Instruments based on market
mechanisms to give Incentives for the reductlion of emissions will
be more cost-effective than relying solely on regulatory means.
Regulations are often economically Inefflcient, given that they
generally do not take Into account the marglinal costs of reaching
different norms and standards, nor do they glive a permanent
economic incentive for developing and applying technologlcal
Improvements to go beyond existing norms. Such instruments also
allow the internalisation of external costs and are In line wlth
the polluter pays principle.

Existing fiscal Initiatives

18.

Some of the existing fliscal proposals are |Ilkely to make an
Important contribution to the strategy but will need to be
relnforced. This I[Is the case In particular for those on the
Iinternalisation of the environmental costs In the circutation tax
on torries! or by enlarging the use of tax differentiation. This
approach will need to be extended to private cars. Following the
experience with fiscal Incentives for teadfree petrol and cars
equipped with 3-way catalytic converters, the Commission has
declided to follow a new type of legisiative approach providing for
an orderly use of fiscal Incentives by the Member States within the
internal Market. This model! Is particularly relevant for the Member
States In cases where they wish to speed up a general application
of stricter standards for new energy efficlent equipment within the
Community.

A new fiscal Initiative

19.

20.

The proposals described above cannot achieve the economic objective
set out In paragraph 17. For these reasons the Commission has come
to the conclusion that it is necessary to envisage the possibility
of a more specific tax In addition to the other measures of the
package In order to attain the stablilisation target in an efficlient
and cost effective way. In fact, It seems difficult to motlivate
economic agents to Iimproving their energy efficlency Iif energy
prices are too low. Moreover, some energy sources, In particular
some renewables, which are favourable for the stabilisation
objective as well as for overall environmental quality, will not be
able to develop significantly If their market position Is not
enhanced by the Iinternalisation of thelir comparative environmental
advantage into thelir price. A new specific tax Is considered to be
the most appropriate means of giving a long-term price signal and
to bring about a change In the economic behaviour of 340 mlllion
energy consumers. It would act as an overall support to, and
Increase the effectiveness of, the other measures of the policy
package. A Community ({nitiative would avoid a proliferation of
separate actions by Individual Member States which could lead to
distortions of competition and disruption to the Internal Market.
It would allocate a value to natural resources that are IImited and
which need to be safeguarded for future generations.

A key characteristic of the new tax will be its revenue neutrality.
This means that it should not result in any iIncrease In statutory
contributions and charges. The new tax needs to be offset by fiscal
Incentives and by tax reductions for companles and individuals. In
the Commission view this should not Involve Increasing the tax

1 COM (90) 540 of 8.2.1990
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burden, rather the modification of the tax mechanism by means of a
progressive reform to make it more environmentally friendly. In
addition, great care will be needed when putting such incentives In
place to avoid Introducing any new distortions of competition.

The new tax needs to be designed with great care If It is at the
same time to |imit any adverse economic effects on the competitive
position of Community industries and on the economy In general, to
maximise the potential gains In terms of COp reduction and to
take into account benefits In other policy areas. In particular It
wili be necessary to ensure that security of energy supplies Is not
affected and that disproportionate soclio-economic difficultlies are
not created.

It Is essentlal to avold more pronounced economic costs for some
industrial sectors, In particular those employing energy Intensive
productlon processes and with a targe Involvement In international
trade (steel, chemicals, non-ferrous, cement, glass and pulp and
paper). Until the Community’s main competitors take analogous
measures, special treatment needs to be envisaged. This speclal
treatment, which could be glven to the most affected Industries In
exchange for agreements to reduce CO, emissions, could take the
following forms

- partial or total exemptlion;

- apptication of a zero rate;

- Iintroductlon of fiscal incentives, tax reductlons or reductions
in charges for employers.

The choice between these different approaches, which are in any
case not excluslve - fiscal Incentives could be combined with one
of the first two options — needs further reflection. At this stage
It appears that the most appropriate option would be to apply a
zero rate.Further consideration of these options needs to be
carried out In consultation with the Industries most affected.

It will aiso be Important to ensure that the creation of a new tax
does not result In an increase of taxation on individuals. It wiil
be necessary to reduce taxes or to glve tax Incentives for
environmental protection actions or for energy efficiency schemes
to compensate the effects of the new tax. The particular sltuation
of each Member State would need to be taken Into account Iin the
final cholce of solution. In Introducing such a tax It will be
necessary to provide for |Its temporary suspension and for
modification of the rate in the light of economic developments and
progress towards the stabilisation objective. It is also necessary
to put forward a regular and thorough assessment of the efficlency
of the tax and of the Implementation of the princlipie of revenue
neutrality.

Two types of tax can be envisaged : an energy tax which would apply
equally to all energy sources or a CO, tax modulated on the basis
of carbon content. An energy tax would be more effective In
encouraging energy efficlency; a carbon tax would provide more
specific Incentlives to reduce CO, emissions. However, thils second
option would put a relatively high burden on coal, which Is the
most secure energy supply. Moreover, It would favour nuclear
energy, which has advantages In terms of COp reductlion but which
leads to Its own particular problems. A 100% carbon tax option
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would also have, according to their energy structure, a
significantly different Impact on the industrial competitive
position of the Member States. Flnally, because of technical,
economic and political Ilimitations to fuel substitution, only a
significant Improvement In energy efficlency wi!l be able to
contribute signiflicantly to the 2000 stabilisation objective.

In the light of this analysis, the Commission considers that the
best option would be a tax based on an energy component and on a
component based on <carbon content. In order to stimulate
alternative sources of energy, the energy component will need to
exclude renewables, but not large scale hydro electric schemes. It
will also need to exclude energy sources used as raw materials. The
energy component of the proposed tax should not exceed 50X. The mix
could be reviewed at a later stage In the Ilight of new technical
developments or particular developments in the fleld of energy
securlty.

The tax rate raquired to reach the Community stablilisation target
by the year 2000 depends, on the one hand, on the evolution of a
set of key varlables (in particular, economic growth, world energy
prices and the diffusion of technical progress) and, on the other
hand, on the response of economic agents to the proposed policy
measures. Both variables are subject to a conslderable degree of
uncertainty, which partly explains a certain divergence Iin the
results obtalned by different studies. Based on these different
studles, there Is a convergence of views that a tax rate equlivalent
to $10 per barrel of oll In comblnation with the other elements of
the strategy, Including those taken at the national level!, Is
likely to be sufficlent to ensure that the overall strategy can
come close to the CO, stabllisation target (see Annex 7).

In order to ensure a smooth Introduction of the Increased energy

prices which will result from such a tax and to reduce the overall
cost effect to consumers and industry, an early announcement and a
gradual introduction Is essential. In the light of the various

possibilitles which exlst (see Annex 8), and taking Into account
the need to ensure the coheslon of the Internal Market, It could be
envisaged that a tax of $3 per barrel would be Iintroduced on
1.1.93 with an additional $1 per barrel In successlive years untll
2000. An early Introduction of this scheme s justified given the
limited time avallable to arrive at the stabilization target. A
later start would Iinvolve higher Increases over a shorter period
and could resul!t In national Incentives which could prejudice
Community cohesion. The precise timetable could however be modlfled
in the Ilight of economic developments as part of the monlitoring
process.

The precise details of the tax need to be worked out In
collaboration with the Member States within the requirements
imposed by the Internal Market and by international obligations. As
part of the exercise It will be necessary to take account of the
fact that the Introduction of the tax has as its objective the
modification of consumer (final or intermediary) behaviour. To keep
administrative costs to the minimum, it will be necessary, as far
as possible, to use existing fiscal mechanisms. Thus for
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hydrocarbons It would be appropriate to use the existing excise
framework. For coal and electricity, the specific fiscal framework
needs further conslideration. As far as the rate Iis concerned, a
rate oxpressed In money terms appears to be preferable to an ad
valorem rate.

ECONOMIC IMPACT

On the basis of the analyses carried out by the Commission the
Introduction of the policy package descrlibed above would entail
modest macro-economlc costs. This Is essentially due to the revenuse
neutrality of the new tax (the revenue Is Illikely to be some 50
bllllon ECU) as well as Its gradual and predictable introduction.
An analysis of the entire package of pollcy measures Iindicates
that, In the Community as a whole, there might be a small reductlion
in the annual economic growth rate compared to what would otherwise
occur during the perlod under consideration (between 0.05 and 0.1
percentage polints) and a temporary Increase {in the rate of
inftation (0.3 to 0.5 per annum) (see Annexes 9 - 10). This
analysis of the economic Impact does not take Iinto account any
evaluation of the positive effects In other policy areas and In
particutlar the direct economic benefits related to the rational use
of energy. Moreover, the costs of not taking actlion although
difficult to measure, would be significant.

Vill. COMPLEMENTARY NATIONAL PROGRAMMES

30.

31.

32.

The proposed Community strategy requlires actions at Member State
level, In line with the concept of subsldiarity. Community measures
involve actions which requlre coordination or harmonisation at
Community level If the programme Is to be efficlently implemented
and If It Is to be inserted In the most optimal way into overail
Community policies in particular concerning the internal market,
competition, economic and soclal cohesion, and macro-economic
convergence. Member States will need to complement the Community
package with measures adapted to their own particular economic,
cuftural and geographical clircumstances, as well as to differences
In the pattern and level of CO, emlissions.

Amongst the areas In which action will be needed are the
followling

- RD & D, e.g. to stimuiate clean technoiogles, renewables and
energy efficlency;

- filscal Iincentives, e.g. insulation of houses;

- carbon sinks, e.g. forestry planting, development of more green
spaces at local and urban levels;

- information, education and training programmes in the fleld of
energy efficlency;

- transport infrastructure and environmentally friendly means of
transport.

The Commission takes note that some Member States with per capita
levels of COp, emissions above the Community average, such as the
Nether lands and Belgium have decided to reduce their emissions by
5% by the year 2000. Denmark and the Federal Republic
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of Germany have decided to reduce their emisslions by 20X and 25%
respectively by the ysear 2005. The Commission recalls that,
according to the conclusions of the joint Energy/Environment
Counci! of 29.10.90, Member States with, as yet, relatively Ilow
energy requirements can be expected to grow in step with thelr
development and may need targets and strategies which can
accommodate that development while Improving the energy efficlency
of thelr economic actlvities. In any event, the Commission
conslders the Implementation of the Community measures described
above as a minimum requirement.

. BURDEN SHAR!ING

In order to reduce the temporary burden arlising from the
applicatton of this strategy In certain Member States whose
economic development is lagging behind the rest of the Community,
the Community should In principle state Its readiness to contribute
to the costs of such adjustments. In addition, the timing of the
gradual Introduction of the Community strategy could be modified
according to the specific needs of individual Member States.

Consideration needs to be gliven to the appropriate financlal
instrument(s) through which such assistance could be offered,
Iinctuding for example the Structurai Funds, to the extent that the
measures required are compatible with the obJectives of the Funds.
Certaln measures which contribute towards this adjustment effort
and which are fully compatible with Community structural polilcy are
already receiving support from the Funds wunder both Community
Support Frameworks and Communlity Inltiatives. Any commitment to
further measures, which may have to be on a much larger scale,
should not prejudice the priorities which remain to be determined
for the post-1993 period of structural assistance. The Structural
Funds could contribute in so far as the measures concerned are
eliglible, but financing needs would need to be taken into account
In the determination of the overall financial envelope for 1994-98.

X. MONITORING MECHANISM

35.

Xl.

36.

A monitoring mechanism should be set up to follow whether the CO,
stabilisatlion target of the Community Is being reached. The Member

States will be required to submit thelr national programmes, as
well as other necessary Information, to the Commission for
evaluation. The Commission will examine and will inform the Councl|

whether the natlona!l plans are In conformity with other Community
leglsiation as well as whether additional efforts are required to
meet the CO, Community stabllisation target. In thils latter case,
the common strategy may have to be Intensified or some Member
States may have to commit themselves to take further action.

INTERNAT IONAL CONTEXT
The overall strategy set out above can stand on its own and have

positive benefits for the Community. However, In view of the need
to combat the global warming problem, Community action should be

part of an overall |International effort to stabilise CO,
emissions. The Community will have to make every effort to ensure
its partners under take comparable concrete action. All

industriallsed countries (except the USA) seem to be ready to
stabliise CO, emissions at 1990 levels by the year 2000. As far
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as the means of achleving this objJective are concerned, most of the
EFTA countries are already applying or are considering fiscal
measures of the type proposed in thls Communicatlion. On the other
hand, the USA and Japan until now have put their faith In
regulatory instruments. In the case of the developing countries,
although their CO, emissions have been |Iimited, It Is expected
these will grow rapidly in the coming years. It is essential that
the industrlalised countries set an example {f they wish the
developing countrles to take part In the development of a giobal
strategy. In a similar vein, It Is Important that the Central and
Eastern European Countries and the USSR which contribute an
important part of global CO, emissions, are at this stage in
their development ready to take approprlate measures as a cost
effective part of their economic restructuring. The Community is
already making a substantial flnancial contribution to this
process.

CONCLUS ION

The Community strategy set out above wlll make an Iimportant
contribution to reaching the Councll decision to stabilise COjs
emisslons In the Community in 2000 at 1990 level. Glven the
exlistence of scientific uncertainty about global warming and the
long—-term character of the results of any policy measures, the
basic principle which has been applied s to undertake only those
actions which Iinvolve the least adaptation costs and which have
also a clear benefit on other policy areas. The package of
regulatory, voluntary and flscal measures will achieve a
considerable Improvement in energy efflclency and wiil also provide
incentives to move In the longer term towards the use of energy
sources which emit no or less COs.

The Counclil is invited, in the light of the Communication, to take
a position on the strategy proposed by the Commisslion. The
Commission will put forward the necessary legislative proposals.
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Basic facts on greenhouse gases.
Total and per caplita COp emissions.

Contribution of the varlous sectors to the total CO,
emissions In the EC.

Structure of gross energy consumption In the EC.
CO, emission stabilisatlon effort, 1990-2000.

Sectoral CO, emission reductlion potential of current
policies and SAVE programme.

Change In fuel prices.
Options concerning obligatory character of tax level.
Macro-economic Impact of the proposed package.

GDP and price effect of package of measures Iincluding a
carbon/energy tax of 10$/b.



ANNEX 1

BASIC FACTS ON GREENHOUSE GASES

Relative
contribution to Long Sources
the Greenhouse
effect over Lifetime? known?

100 yr period

Carbon dioxide 61.0 % yes yes
Methane® is.0% no semi-quantitatively
Nitrous oxide s0% yes qualitatively
eres 1m.o0% yes yes
mcec-22 0.5s%  mainlyno yes
" Others® (Ozone) 8.5% ae qualitatively

Source : IPCC

* These values include the indirect effect of these emissions on other greenhouse gases via
chemical reactions in the atmosphere. Such estimates are highly model dependent and should
be considered preliminary and subject to change.
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x

The EUR-12 total

includes emissions from bunker oil

(not |

ANNEX 2
TOTAL AND PER CAPITA EMISSIONS OF CARBON (1989)
COUNTRY TOTAL X OF PER CAPITA
milllon WORLD TOTAL t Carbon
t of Carbon
B 29.1 0. 2.93
DK 13.8 0 2.69 i
D 186.1 3. ____——575; __________
B GR 18.6 0] i 1.86
E 55.0 0 1.42
F 97.5 1 1.74 ) N
IRL 8.0 0 ———_;.27 _____
| 102.8 1 ——;T79 ________
L 3.3 o1 ;T;; __________
i NL 38.7 0. __—_———_—;Tg; ——————————
P 10.3 0. i 100
B UK 154.0 2 ;.69 ________
EUR 12° 760.9 12. 2.34
USA 1352.7 23. _———5.45
JAPAN 296.5 so 2.46 i i
USSR and 1463.2 24 3?&3 o
Eastern Europe
REST OF 2011.9 34. BT;; ——————————
WORLD
WORLD 5885.2 100. 1.13
TOTAL
Source : Commission‘s services.

ncluded in

Member States data) and does not match the sum of Member States

emission due to statistical differences.



ANNEX_3

1989 CONTRIBUTION OF THE VARIOUS SECTORS TO THE TOTAL CO2 EMISSIONS IN THE EC (in %)
SECTORS EC B DK D GR E F tRL ! L NL P UK
POWER
GENERATION 31.3 21.1 43.2 35.1 46.2 32.9 13.5 34.0 29.3 11.9 30.8 39.1 37.9
RESIDENTIAL/

COMMERCIAL 19.7 24.5 20.5 19.6 11.9 9.8 25.4 30.2 20.2 10.6 24.3 8.4 18.8

TRANSPORT 25.5 21.7 24.5 21.6 24.2 32.3 34.0 20.0 26.0 21.4 21.4 28.3 24 .1

INDUSTRY 19.6 28.3 10.5 20.7 14.8 20.1 23.6 15.4 19.8 5§56 .1 16.7 20.7 15.1

ENERGY

SECTOR 3.9 4.4 1.3 3.0 2.9 4.9 3.5 0.4 4.7 0.0 6.8 3.5 4.2

TOTAL 100.0 100.0 100.0 7100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source : Commission’'s services.



ANNEX 4

1989 STRUCTURE OF GROSS ENERGY CONSUMPTION IN THE EC (in %)

EC B DK D GR E F IRL I L NL P UK
COAL 21.0 20.6 33.2 28.0 36.3 22.7 9.6 38.4 9.2 33.9 12.5 16.3 30.7
oL 44.8 40.1 52.9 39.7 62.1 52.5 41.8 41.4 60.9 43.3  36.7 78.8 38.5
GAs 18.3 17.1 8.9 17.6 0.6 5.3 11.7 19.6 24.7 12.0  47.9 0.0 21.6
NUCLEAR  14.3 22.1 0.0 13.8 0.0 17.1 36.6 0.0 0.0 0.0 1.5 0.0 8.4
OTHER 1.6 0.0 5.1 0.9 0.9 2.4 0.3 0.6 5.2 10.8 1.3 4.8 0.7
TOTAL 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

Source : Eurostat.
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ANNEX 5
€0, EMISSION STABILISATION EFFORT. 1990-2000 (EUR-12)
Emissions Amount by which the
Mitilon stablilisation objective
tons of CO, is exceeded (in %)

COy emissions in 1990 2738

CO, emissions In 2000

(without effliclency gains

according to current

trends) 3264 19%

CO, emissions In 2000

taking Into account also

market & "normal policy"

gains(1) 3032 1%

CO, emlssions in 2000

taking into account ailso

gains to be expected from

the SAVE programme(2) 2955 8%

Source : Commission’s services

(1) According to scenarlo 1, Energy in Europe, special Issue, July 1990,
update of July 1991; in the assumption of a higher economic growth,
the Increase of CO, emissions could be twice as high.

(2) SAVE programme, COM (90) 365 fina!l; it has to be noted that the impact
of some SAVE measures are already Included In scenario 1 "gains from
market and policy".



Gains from Additional gains Total Co2 Additlonal
SECTORS market & pollcy1 through SAVEZ2 savings Reduction need programme
Domestic/tertiary 95.4 35.0 130.4
Industry 72.4 35.0 107.4
Transport 63.9 7.8 71.7
TOTAL 231.7 77.8 309.5 526.4 216.9
Percentage over total
CO2 reduction needed
to achieve
stablilsation 44% 15% 59% 100% 41%
Source Commission’'s services
According to Scenario 1, Energy In Europe, speclial issue, July 1990, including update July 1991.

1
2

SAVE Programme, COM (90) 365.
“gains from market and policy".

scenario 1

It has to be noted that the

impact of some SAVE measures are aliready

Included

in
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CHANGE IN FUEL PRICES

(X_INCREASE OF A 10%$/B 1631)
POWER STATJONS AND INDUSTRY
hard coal 58
heavy fuel oll 45
natural gas 34
HOUSEHQLDS
Itght fuel ol 16
natural gas 14
IRANSPORT
gasol ine 6
diesel 1

Source : Commission’s services

1)

prices and exchange rates as of 1990;

modulation according to 50%/50% carbon/energy tax;

assumption that the tax Is totally passed on to the energy user
(first round effect).
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Several different options exlist for the tax rate to be applied, with
different degrees of obligation for the Member States. The options
which can be envisaged (Iln order of Increasing constraint for the
Member States) are

- target rates (horizon 2000), free progression, no minimum rate;

- target rates with a fixed minimum rate at the beginning and
free progression;

- target rates with a fixed minimum rate and obligatory
predetermined progress;

- definitive rates fixed from the outset.

The target rate would correspond to the convergence level In the medium
term which the Member States would have to move to in thelr own time.
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The overall macro-economlc Impact of the proposed package of measures
Is the net effect of poslitive and negative Iimpulses that generate in
their turn indirect effects. Energy efflciency Iinvestments generate
positive demand effects while related costs and price increases due to
the carbon/energy tax cause negative cost effects. As the revenues of
the carbon/energy tax would be used to reduce other taxes In parallel,
additlional positive demand impulises will be generated.

The likely quantitative Impact on the maln macro-economlc aggregates Is

based on three different sets of simuiation results, |.e. based on the
HERMES model| for the four largest Member States, on DRI's econometric
models for eight Member States (D, E, F, GR, IRL, I, P, UK) and on the

QUEST model for all Member States, Japan and the United States.

They all assume the Introduction of a carbon/energy tax of the order of
10$ per barrel of oll, even if the detailed modallties differ somewhat.
The DRI scenarlo also contains the non-fiscal measures, as well as a
reinforcement of exlisting tax initiatives, e.g. In transport.

When Interpreting these simulation results, It Is important to keep in
mind that the simulations may contain a positive bias to the extent
that they implicltly assume that the tax Is defined and impliemented in
an economlically sound way and that the response of private economic
agents and public authorities Is such that macro-economic disturbances
are avolided. Should this not be the case, the conomic effects could be
substantially different.

An Important general concluslon is that the three sets of simulations
show a remarkable convergence in thelr results, and conform the
empirical findings from the academic |lterature.

a) Gross Domestic Product (GDP)

The use of the tax revenues is one of the main determlnants of the
GDP effects. In the hypothesis of a strict tax neutrallity the
impact on GDP, estimated on the basis of the HERMES model, Iis
estimated to be modest and the potential Impact on the average
annual growth Is likely to vary from -0.2%¥ to +0.04 (which equals
-1% to 0.2X for the GDP level after 5 years). The negative effect
is considerable higher In case the tax burden Increases (-1.6% on
GDP level after 5 years).



b)

c)

d)

e)
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The DRI analysis containing also non-fiscal measures but not a full
tax neutrality (up to 85%) largely confirms the HERMES analysis
an average reduction of the annual growth rate of 0.06%.

Prices (CPI/PPI)

The three simulations clearly reveal the carbon/energy tax-induced
increase In consumer (CPl) and producer (PPl) prices. The precise
amount depends on whether the tax revenues are used for reducing
other Indirect taxes (e.g. VAT) or charges (e.g. employers’ soclai
secur ity contributions) or whether the tax revenues are elther not
recycled or used for reducing direct taxes. In the former case, the
price increase tends to be oniy half as high as in the latter wase,
where in the medium term the consumer price level s roughly 4%
higher than otherwise. This would approximately correspond to an
increase In the annual Inflatlon rate of the order of 0.3-0.5
percentage points. It Is generally assumed that no destablising
wage-spiral Is set In motion.

Emp loyment

In view of the comparatively short time period under consideration,
It Is not surprising to see that total employment moves broadly in
line with economic activity. Provided the tax is introduced In a
budget neutral way, the employment effects are generally small.
Should the tax revenues be used for Ilowering labour costs, the
emp loyment effects may even be positive, at least in the medium and
long run.

Government Budget Balance

Evidently, the public finance aspects are to a large extent
determined by the decision on the revenue use. Although without
revenue redlstribution the government’'s budget balance Is set to
improve, thls Improvement Is lilkely to be at least partly eroded by
the negative budgetary Impacts of the resulting slowdown In
economic activity.

External Balance

The impact of the Introduction of the carbon/energy tax on the
external balance is, to a significant extent, determined by
positive effects of Ilower energy Import requirements, poslitive
trade balance effects of a possible slowdown in domestic economic
actlvity and eventual negative trade effects Iif the country’'s
export structure |Is blased towards energy Intensive products.
Because of those compensating movements, the aggregate current
account effects generally tend to be small.
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Conclusions

There is a remarkable convergence in the results of these Independent
simuilation exercises. The Introduction of a 10% per barrel of oll
carbon/energy tax Is llkely to have noticeable, but relatively modest
macro—economlc consequences, provided certalin rules are respected.
These macro-economlc effects malnly consist of an Increase in the
general price level, Implying at least a temporary rise In inflation.
This Is likely to be Inevitable. Whether the Iinflatlonary Iimpulse
remalns transitory or whether It l|eads to a wage-price spiral with
subsequent monetary policy Induced recesslon largely depends on the
reaction of private and public economic agents.

The other macro-economic effects, notably the GDP response, are largely
a function of the modalities of the tax Introduction (in particular the
gradual and predictable introduction of the tax, the size of the tax
rate and the use of the tax revenues) as well as of the wage/price and
central bank behaviour. in principle, a policy to reduce COjp
emissions or energy consumption can be expected to entail costs,
Including macro-economic costs (l.e. GDP losses). The lower the degree
of flexibility with which the economy adapts to the tax, the higher
these costs. If, however, the Introductlon of the carbon/energy tax is
taken as an opportunity for structural reform, e.g. by using the tax
revenues for reducling other taxes, then the gailns from such a policy
may well exceed the costs of the emisslon reduction.

The benefits of the proposed package In terms of environmental
improvement (greenhouse and other gases), increased energy security or
other positive effects (e.g. health and health costs, transport
problems, ...) are difflcult to quantify and to integrate In macro-
economic simufations. It should therefore be taken Into account that
the figures and results presented do not Inciude these benefits.
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Annual growth rate Level (1)
GDP -0.06 -0.8
PP1 0.29 4.0

Source : DRI Report for the European Commission.

(1) Percentage change In the level after 15 years compared to the
reference case.
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UN Conference on Envirconment and Development

- Position of the Government of the Federal Republic of

Germany and Present State of the Negotiations -

I. Basic Principles

'Following the first worldwide Environmental Conference held
in Stockholm in 1972, we believe that the follow-on Confer-
ence on Environment and Development (UNCED) called by the
General Assembly of the United Nations and to be held in
Brazil in 1992 represents a milestone for global environ-
ment and development policy. It is essential to maintain
the natural basis for life on our planet both today and for
the sake of future generations. At this conference a new
course must be set. No country, no government alone is in a
position to solve global environmental problems such as
climate change and changes to the ozone layer, the wide-
spread destruction of forests due to air pollution and
improper use, loss of species diversity and the deteriora-
tion of soil and water resources. What we need is increased
international cooperation among all countries, in particu-
lar a more intense partnership between developing and in-
dustrialised countries. This also means that we, as coun-
tries enjoying mutual trust must be ready to limit our
absolute sovereignty in treaties and agreements negotiated
on equal terms in order to further the cooperation required

if we are to reach our joint objectives.

The Federal Government expects this conference to give
decisive impetus for the realisation of such a global part-
nership in environment and development policy. The indus-
trialised countries which continue to be responsible for

most of the emissions which lead to global environmental



problems, therefore bear particular responsibility. For
this reason, the industrialised countries must change their
behaviour in such a way that the developing countries too
have space to continue their necessary environmentally com-

patible development. An example of this is the German COo2
reduction programme.

Nevertheless, adjustments in the policies of developing
countries will also be necessary. Td achieve this, these
countries ought to be able to depend on the cooperation and
support of the industrialised countries.

ITI. Individual Positions

The objectives of the Federal Government for this Confer-
ence may be summed up as follows:

1. World Climate Convention

The signing of the World Climate Convention, if possible
with initial implementing protocols. Priority must be given
to limiting and reducing climate-relevant emissions, in
particular CO2, as well as to maintaining and increasing
forest areas in their function as C0O7 stores and sinks.
This must be done by means of obligations binding under
international law. Mere declarations of intent by countries
are not sufficient. National one-sided declarations of

intent can at most be a supplement to formal convention
obligations.

As an initial step, the Federal Government is striving to
achieve a global stabilisation of CO) by the year 2000 and
reductions by 2005 and 2010.




. 2. Convention to Protect Biological Diversity

We belieQe that in the desired convention to protect biolo-
gical diversity, priority must be given to protecting spe-
cies in their natural habitats. In this context, ex-situ
meéasures and questions of biotechnology are of secondary

importance: they should be subject to independent regula-
tions.

3. Declaration on _the Protection and Maintenance of Forests

After very difficult negotiations, agreement was reached at
the 2nd PrepCom Meeting to strive for a global consensus on
basic principles for the protection, management and devel-
opment of forests in all climate zones.

The Federal Government belie&es that this global consensus
must contain as comprehensive specific elements and prin-
ciples as possible. Furthermore, it should also contain the
stipulation that on this basis international governmental
negotiations should be entered into immediately after UNCED
with the aim of negotiating a forest convention binding
under international law within the space of 2 years.

In the discussion on forests, it became increasingly clear
that the developing countries will only be prepared to take
forest protection measures if the limitation, originally
discussed at great length to the effect that only tropical
forests would be under protection, is given up in favour of
forest protection in all Climate zones. This jis also the
position of the Federal Government. The Federal Government
is implementing comprehensive national programmes of mea-
Sures to protect and conserve forests in Germany. Further-
more, international forest protection measures (e.g. the
tropical forest pilot project in Brazil) are also given
support.



4. Banning Environmental Crimes

Together with the Soviet Union, the Federal Government has
introduced an initiative to outlaw environmental crimes.
Deliberate serious damage to the environment which may
permanently impair the basis of life on earth and cannot be
justified under international law must be prevented using
all appropriate political and legal means. The environment
may not be misused as a weapon or as a héstage. This

applies equally to war and peacetime.

The Federal Government will be pressing for suitable mea-
sures to ban environmental crimes both in the relevant com-

mittee of the UN General Assembly and within the framework
of UNCED.

5. Technical and Financiél Cooperation

A decisive prerequisite for the success of UNCED will be to
ensure that agreement is reached in the fields of finance

and technological cooperation/transfer of technology.

a) The industrialised countries in principle recognise the
need to make available new and additional financial
resources to deal with global environmental tasks and to

support envirbnmentally—compatible development.

The Federal Government stands.by its agreement to reso-
lution 44/228 of the UN General Assembly dating from
December 1989 which stressed the need for new and addi-
tional financial resources for environmental protection
. measures in the developing countries. At the 3rd PrepCom
Meeting, the Federal Government made it clear that the
Global Environmental Facility of the World Bank, UNDP



b)

and UNEP with a modified decision-making structure still
to be negotiated should be the financial mechanism to
deal with global environmental tasks - including the
international conventions to be negotiated. The
developing countries, however, are calling for an inde-
pendent fund to be set up for each environmental conven-
tion, and, moreover, a general Green Fund to finance

environmentally-relevant development tasks.

The Federal Government will press, both within the Euro-
pean Community and within the OECD for the development
of realistic positions in this regard which make agree-

ment with the developing countries possible.

The Federal Government believes it is urgently necessary
to intensify technological cooperation under the aspects
both of the promotion of-development and precautionary
action on the environment. It will only be possible for
the developing countries and also for the countries of
central and eastern Europe to take on responsibility for
conserving the environment if they have the technical
possibilities at their disposal to prevent existing
environmental damage and to take precautionary measures
to avoid any new damage from arising.

- What is required here is not a one-track transfer of
technology but r~*’ier cooperation in partnership with
~efforts made on all sides. Apart from cooperation be-
tween industrialised and developing countries, the
technical possibilities of the threshold countries and
thus south-south cooperation ought not to be
neglected.



- The development and distribution of technology takes
pléce primarily within the framework of the expansion
of international trade and entrepreneurial activitites
(e.g. the granting of licences and direct invest-
ments). In this process, it is the particular task of
countries and governments in both industrialised and
developing countries to protect and support technolo-
gical cooperation and technological transfer by creat-
ing a framework which makes this poﬁsible and, also to
break down existing barriers.

~ The possibilities for technological transfer within
the framework of bilateral and multilateral develop-
ment cooperation.must also be used to the full. Envi-
ronmental impact assessments must be an integral part

of all programme planning and implementation.

- An important condition for successful technological
cooperation is education, information and instruction
of wide sections of the population and increased
training and further education of experts in develop-
ing countries both in the public and private sector
(so-called capacity building).

The proposed text drawn up by the 3rd PrepCom Meetihg
largely corresponds to these ideas and forms a good

basis for further negotiations..

6. Action Programme Aqenda'21

Together with the conventions and agreements mentioned
above, the action programme Agenda 21 to be passed by the
conference will mark the start of increased international

cooperation in the field of environment and development.



Priority objectives and tasks és well as planned strategies
and measures to implement them will be set by Agenda 21 for
all topics to be dealt with by the conference. The Federal
Government is trying to ensure that ambitious and indeed

feasible objectives and tasks are defined.

a) The following basic objectives are common to the posi-
tions on all sectors:

- development of the national potential for knowledge
and expertise

- the creation of an adequate legal and institutional
framework at a national level

- an environmental cost assessment (internalising
external costs) as well as the most comprehensive use
of economic instruments as possible in order to pro-

mote the integration of environmental demands into
other policy areas.

b) With regard to individual topics, the Federal Government

is calling in particular for the following

- with regard to the protection of the earth’s atmos-
phere

an increase in energy efficiency and rational energy
use,

promotion of new and renewable energies,

inclusion of the sectors industry, domestic house-

holds, traffic and transport and agriculture;



- with regard to waste

* avoidance of waste as far as possible by measures
taken in the production stage,

* priority for the active recycling of waste,

disposal of the waste which nonetheless arises using
high technical standards,

* worldwide ratification of the Basle Convention;

- on biotechnology

* the use of biotechnology to safeguard food supply,

to solve environmental problems and to improve

health,

risk assessment and the meeting of safety standards

as an integral part of any form of use,

* the development of séfety guidelines applicable at
an international level;

- on land resources and desertification

sustainable land use practices and agricultural
practices in particular,

* integrated land use planning,

* differentiated measures at local, national and

international level;

- with regard to freshwater resources, priority must be
given to

improving existing water provision systems,
* water provision of the people before other water

uses,

fighting water pollution before water processing;



- On marine protection

* réduction in inputs, as far as possible at source,

* the fight to combat the illegal dumping of waste,

* the further development of existing regional and
interﬁational agreements;

- on chemicals/dangerous substances

risk assessment and risk minimisation,
uniform global classification and marking systems,
Systematic registration of existing substances

international exchange of information on substances;

=~ on environment and development

* crucial measures to éombat poverty,

* effective population policies,

* improvement in the field of education, training and
further education, '

including the local population in particular in

planning and executing measures,

the réle of women in development.

- with regard to the topié of human settlements, the
Federal Government will be holding an International
Conference on Strategies for the Improvement of the
Urban Environment in February 1992 in view of the
particular importance of implementing environmental
protection in urban areas in order to develop specific

proposals for the relevant part of Agenda 21.
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7. "Earth Charter"

At the conference, a declaration on the rights and obliga-
tions of countries in the fields of environment and devel-
opment is to be passed ("Earth Charter"). What count here
are principles such as sovereignty and the basic principle
of common, but differentiated responsibility for the global
environment as well as the obligation of countries to
inform other countries involved of possible transboundary
impacts of any project to be undertaken, and to warn them

immediately in cases of emergency.

The Federal Republic of Germany, the EC and other countries
too are striving to ensure that principles on the relation-
ship between the state and citizens are also included in
the Charter, such as, for example, the obligation for the
public to be involved in licensing projects of relevance to
the environment. Furthermore, the significance of the prin-
ciple of precautionary action, the polluter-pays principle
and the cooperation principle should be stressed as the

basis of environmental policy, particularly in the domestic
field. '

8. Institutions s

One of the tasks of UNCED is the development of proposals
for how the rdle of the United Nations can be increased in
international environment policy and what institutional
alterations in the United Nations’ system are required in
order to do this.

Discussions on this question only began at the 3rd PrepCom
Meeting. It is the aim of the Federal Government to streng-

then the UN organisations concerned, in particular UNEP,
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and to improve coordination in the UN system in the field
- of environment and development. It must be looked into
whether the task of coordinating efforts should be
.entrusted to a body of UN member states or should be given
to a UN body in which all relevant UN organisations are
represented.

" III. The Present State of Negotiations

The negotiations that have taken place up until now have
been difficult; nonetheless some progress has been made.
Account must be taken on the one hand of the fact that the
spectrum of topics to be dealt with by the conference is
extremely wide. On the other hand it must also be noted
that more than one hundred countries with very different
levels of development and different interests are involved.
Furthermore, decigions in this body are generally taken by
consensus. In spite of the tremendous commitment of the
countries taking part and considerable readiness to compro-
mise, many difficulties must still be overcome in order to

reach the desired results by June 1992.

The Federal Government believes that the positions it re-
presents can only be implemented by continuing the close
cooperation.with the other member states of the European
Community. The European Community is playing a central réle
ir chese negotiations as the point of contact for develop-
-ing'countries. In order to be able to continue in this réle
as a medidtor, the further development of community posi-
tions for .the further negotiations on the climate and on
Species diversity and with regard to the concluding 4th

PrepCom Meeting is of tremendous importance.

Furthermore, the Federal Government will continue to use
- many bilateral and multilateral contacts to try to influ-

ence the position of other countries with regard to their
negotiation objectives.
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Rio Conference on Environment and Development

The Europsan Council welsémes the rasulta of the
pritad. Nations Confarencse con  Environment and
Davelopzens (UNCED) held at Ric da Janaire from 3 t¢
14 June 1992 and in particular the accaptance by ths
intarnational Comunity' at the highast lavel ef the
aim of sustainable developmant worldwide. It also

. noted with sazisfaction tha - role played Dby the

Community and by ita Member Etatas in the Confarence.

- The Eurepean Council  invites all <ha
participgting stataes to procesd Tapidly to the
implapentation of the measurss agreed at Rlo.

The Community and iss Meaber BStatsas, for thair
part, are prapared %o cozmit themsalves to tha
fellowing eignt-point plan:

- to ratiy the oclimate change eonvention and
publish natiépal pians £or implemanting it)

- £e publish national plans f£or asticn an
' piodiversity, and to establish "Shée pasis for
ratification cf the convantion;

-=  to publish nasicnal plans for the izmplamantation

of tha forast principles;

- ‘e publisp national plans for the inplementation

of the Rio Declaration and Agsnda 21;

.= ®o give tlnancial suppert to developing
countriss for the implementation 22 Agenda 21
tnwough Official Development Assis=anse (ODA)
and fer ¢the replamighment of the Global
Environment racility (QGEF);
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" desertification principles;

- to taka the lead in tha restructuring of tha GLP |
§0 that it can in tine be astaklisRed 2z the
permanent financial mechanige' £or the cslizate
change and bicdivarsity esnvantions.

mha Buropean Council invites the other states to
‘pakse & similar commitment.
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| - URGENT
! , "ACTION
| : INFORMATION
EUROPEAN COMMISSION TELECOPY NO.: 503§ |
WASHINGTON DELEGATION | A
Telecopier -~ (202) 429 1766 : :
Telephone 1(202) 862 9500 COVER PAGE +/ PAGES' @;
TO: Candy, Senator bore's Lffice DATE: June 30, 192 |

fax no. 224 058D

i FROM: Gilbert DUBOIS |
; CHRONO ; GD92-679g' e

: WA
| .
San Francisco: MR - Delegations: Ye:

ADDRESSEE PLEASE COPY TO: |

Attached please find a copy of the texg of a message from British
Prime Ministexy Major to President Busha The message contains an

8-point plan for follow-up|action (to Rio) by the end of next
year. _

|
[
The tht was made ayailablg by the UK Embassy last week. ;

Andreas| van Agt




U.S. SENATOR AL GORE, D-TN
Friday, June 5, 1992
Rio de Janeiro, Brazil

The United Nations Conference on Environment and Development,
or the Earth Summit, held recently in Rio de Janeiro, moved the world
to a better understanding of how future progress is inextricably
linked to improvement of the environment. It also laid the groundwork
for meaningful changes in policies in every nation on the face of the
earth to stop the destruction of the global ecological system. For
these reasons, I believe the Earth Summit in its largest sense was a
magnificent success. Every nation in the world is now thinking about
the same challenge at the same time in a new way.

For many years, heads of state, parliamentarians, legislators,
scientists, journalists and many others concerned about the
environment have talked with each other about ecological tragedies in
one nation or another. And local dialogue has been similar to the old
parable of the blind men and the elephant. One of the blind men had
the elephant’s trunk in his hand. Another had the elephant’s tail.
And yet another had one of the elephant’s enormous legs. And they
described to each other completely different animals. Only after
enough time had passed and enough communication had taken place was
there a realization that they each had a separate part of the same
beast.

At the Earth Summit, there was the same realization that the
disappearance of the Aral Sea, the burning of the rainforest, the
disappearance of living species at a rate one thousand times greater
than the natural extinction rate, the tragedy of the Love Canal, the
garbage crisis, the o0il spill in Alaska, the dead dolphins in the
Gulf of Mexico, the dead seals in the North Sea and the dead starfish
in the White Sea, are all different parts of the same global crisis.

This crisis was addressed by heads of state in Rio
and will continue to be discussed around the world. The challenge is
in making the difficult decisions on how to implement this new way of
thinking and the new shared recognition that human beings must heal
the relationship between our civilization and the ecological system
of the earth.

A number of dramatic changes made it possible for the Earth
Summit to take place. For instance, people all over the world now
feel that they are part of a single global civilization. We are a
community of separate nations and we shall remain so, but we face the
same problems and we must construct a common agenda for solving those
problems. The Earth Summit was the first of many conversations that
will take place on a global basis as we endeavor to create that
global agenda.



Some remarkable agreements were arrived at during the Earth
Summit. Most of the world now agrees that freedom is a prerequisite
for solving the global environmental crisis. As people who care about
the future of our world, we must make a compact with one another to
struggle against the enemies of freedom. Dictatorship is an enemy of
freedom. Communism is an enemy of freedom. Ignorance is an enemy of
freedom. Corruption is an enemy of freedom.

Racism and sexism, exploitation and oppression are enemies of
freedom and everywhere we look in the world today, wherever the human
spirit is crushed, wherever individuals feel powerless and live out
their lives in fear that they have no meaning or purpose, human
beings and the environment suffer. From Eastern Europe and the states
of the former Soviet Union, to Ethiopia and to Tibet, to Haiti and
to South Central, Los Angeles, we have an obligation to hear what
people are saying, to feel the suffering when we hear the numbers
of children who are dying in the world every single day. We have an
obligation to link the democracy movement and the environmental
movement. We can do so and we must do so.

Many of us have come to believe as human beings that the
ecological crisis is fundamentally a spiritual crisis. It is not an
accident that in those countries where the environment has been the
most devastated, human suffering is usually the worst. Where the
human spirit has been pushed down and where hope has been abandoned,
we see the erosion of the soil and cutting down of the forest and the
poisoning of the water and the air.

It is a spiritual crisis because the crisis springs out of the
relationship between human beings and the ecological system of the
earth. There have been three dramatic causes of this transformed
relationship between human beings and the earth.

The first is the population explosion. After 10,000 generations
of human beings, there were little more than two billion people on
this earth in 1945. In the last five decades, population has
increased from a little over two billion to five and a half billion
and in the next five decades, it will rise to at least nine or 10
billion.

We must listen when those who understand the population problem
the best tell us that it is linked not merely to the availability of
safe and effective birth control on a voluntary basis, but it is also
profoundly linked to poverty, injustice, human suffering and child
mortality. As Julius Nyerere said 30 years ago, the most powerful
contraceptive in the world is the confidence by parents that their
children will survive. When we save the lives of children, we make it
possible for mothers and fathers to choose to have smaller families.
These same experts tell us that the population problem is
inextricably linked to the level of education and literacy in the
world, especially among women who must be empowered to participate in
the decision making.



Let us also listen to spiritual and religious leaders when they
say aid for developing countries must not be conditioned upon
policies related to birth control. If they tell us without words that
a change in thinking is possible that allows some parts of society to
address the question of making safe and effective birth control
available voluntarily while others, including religious leaders,
work to address child survival rates and literacy and education
rates, we must not prolong the argument. We must simply move forward
as a world with a new common understanding that we do have the
capacity to create throughout this world the conditions that will
lead to stabilizing population all over this world.

In the industrial countries, we must also listen to those in
developing countries who say, "Wait a minute, what about the fact
that each and every individual in an industrial country is
responsible on a per person basis for 20 or 30 times as much
pollution as an individual in developing countries?" In order for the
world as a whole to respond to the challenge posed by the population
explosion, we must also address the problems of waste and wasteful
consumption in the industrial world.

The second cause of this transformed relationship between
civilization and the earth after population is the scientific and
technological revolution. We have had a difficult time coming to
grips with the fantastic new powers as a result of our intellectual
achievements as a civilization. Remember the story of the sorcerer’s
apprentice who learned the magical incantation that began a process
which he did not know how to stop? We have been faced with a similar
challenge. Just as nuclear weapons transformed the consequences of
all-out warfare, so thousands of new technologies which magnify our
ability to exploit the earth have transformed the consequences of
all-out exploitation.

At the dawning of the nuclear age, Albert Einstein said,
"Everything has changed, except our way of thinking." Over the last
few decades, human beings have tried to come to grips with a new way
of thinking about warfare. We have not fully acknowledged the debt
that all humankind owes to Brazil and Argentina and other nations in
South America who had the courage to say we will abandon this
technology of nuclear weapons and we will make a pact to stop the
march that other nations began toward nuclear weaponry. We have had
achievements in this area.

Now we face the necessity of arriving at a new way of thinking
about our relationship to technologies for exploiting the earth.
Chlorofluorocarbons (CFCs) give us cause for hope because agreements
were reached at the Earth Summit by most nations of the world that
will eventually result in their phaseout. We must build on that
success by recognizing the partnership between north and south,
industrial countries and developing countries. These partnerships
made possible assistance from the north to those nations in the south
that needed access to new technologies that allow for quicker
abandonment of CFCs.



Of course, some of the technologies now contributing to the
destruction of the earth’s environment will be more difficult to
change. The internal combustion engine and all of the engines that
burn fossil fuels are now putting a quantity of carbon dioxide and
other greenhouse gases into the atmosphere that threatens the climate
balance of the earth. We must create a new partnership on a global
basis to dramatically accelerate the development of new technologies
that allow and foster economic progress without environmental
destruction.

Developing countries have expressed their concern about the
terms of technology transfer. They fear economic exploitation. Those
from developing countries should listen to those in the industrial
world who say, "The fruits of invention must be safeguarded
sufficiently to reward those who come up with the new inventions."
This will encourage the flood of new discoveries upon which all
humankind will rely during the transition to environmentally sound
technologies.

The third and final cause of this transformed relationship,
after population and technology, is the most subtle but the most
important. It is our way of thinking about the relationship itself.
Specifically, it is our assumption that we are somehow separate from
nature. That we have the right to exploit nature without any concern
for the consequences of what we do. The assumption that we who are
alive today somehow have the right to exploit the earth without
considering those who still come after us in the next generation,
and the ones after that. This is a way of thinking that has lead to
horrendous exploitation and it must now change.

In order to change it, we must continue a dialogue among the
peoples of every nation, between the peoples of industrial cultures
and traditional cultures, drawing upon the wisdom that has been
passed down over the thousands of generations we have been on earth.
We must resist the temptation to believe that the only thing that
matters is the world of thought, and instead come to an understanding
of our basic connection with the rest of nature, with each other and
with those who will come after us.

I believe the central organizing principle in the post-
Cold War world must become the task of saving the earth's
environment. We are close to a time when all of humankind will
envision a global agenda that encompasses a kind of Global Marshall
Plan, if you will, to address the causes of poverty and suffering and
environmental destruction all over the earth. In order to reach that
day, we must have leadership in this world. And when it does not come
from heads of state, it must come from others who are close to the
people and who hear what they, especially children, are telling us.

We must gain enough momentum to overcome the two obstacles that
lie in our path. The first is the obstacle of denial that prevents us
from recognizing the problem as it truly exists. But even after we
break through that barrier and realize the enormity of the challenge




before us, we run headlong into the second obstacle, even more
formidable than the first. It is called despair. How do you tell
people to have hope in the face of these enormous tragedies unfolding
around the world? How can we have hope when we see how large these
tragedies are and how enormous these challenges have become?

We can have hope because we are human beings and because we are
part of the earth. Archbishop Camara never gave up hope when
democracy was snuffed out in Brazil. Nelson Mandela never gave up
hope when apartheid threatened to destroy South Africa. The men and
women of the formerly communist countries never gave up hope when
they saw the opportunity to restore freedom in their lands. We have
no right to give up hope. We must reach out to freedom, and
we must understand the concept of sustainable freedom. As Martin
Luther King, Jr. said, "Whenever freedom is denied to anyone, freedom
is threatened for everyone."

We are one world. We do have common commitments. And we share a
common hope for the future of this earth. Let us commit ourselves to
one another and to the people all over this world who we represent
that we shall overcome in this great struggle.

**Taken from a speech to the Global Forum of Spiritual and
Parliamentary Leaders on Human Survival. Sen. Gore chaired the U.S.
Senate delegation to the Earth Summit.**
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Attached is the EC "eight-point plan" post-Ligbon that we Jjust
p

received from Brussels, Please note that, with the exception of
the preamble, the words.. "and desertification” added to point 7,
and the last sentence ..,"The European Council invites the other
states to make a similar commitment”, the UK version we sent to

you this morning and the attached are ldentical.

Andreas van Agt



