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OECD HIGH LEVEL MEETING ON CLIMATE CHANGE

Paris, 13 September 1999

Agenda Item 2

INVOLVING INTERNATIONAL BUSINESS:
VOLUNTARY AGREEMENTS AND COMPETITIVENESS

Introduction

1. The business community has a key role to play in responding to the threat
of global climate change, both through domestic action in Annex I countries and
through transfers of climate-friendly technology to less developed countries. In
OECD countries, business concemns about the impact on international
competitiveness of domestic mitigation policies are an important constraint on
government policies. While empirical analysis has found little evidence of
significant effects on competitiveness stemming from environmental measures
(OECD, 1997b), several governments continue to provide special treatment to heavy
emitters, fearing that domestic measures to respond to Kyoto targets may accelerate
a shift of industrial capacity to non-OECD regions. In turn, such exemptions reduce
the economic efficiency and environmental effectiveness of abatement measures and
increase the burden on non-exempted firms if targets are to be met. Voluntary
agreements are a part of the mix of measures to respond to climate, and are often
promoted as capable to address competitiveness concerns and to accommodate
companies’ different situations. On this background, this note focuses on the
advantages and disadvantages of voluntary agreements as a means to achieve least-
cost reductions in emissions, and to mitigate concems for competitiveness and
leakage.

What are voluntary approaches?

2. Voluntary approaches are commitments by firms to improve their
environmental performance beyond legal requirements. Their use in environmental
policy evolved as a response to changes in the nature of the environmental problems
confronting governments — with attention shifting from local to global problems



31 August, 1999

...with potential
benefits and
drawbacks.

There is evidence
of pervasive use of
voluntary
agreements at the
national level ...

...but their
environmental
effectiveness is

COM/ENV/EPOC/ECO/CPE(99)77

and from “end-of-pipe” to preventive measures — and to the increasing
administrative burden of regulatory instruments. They may be differentiated by
whether commitments are set by industry, without any involvement of public
authorities (unilateral commitments), by public authorities (public voluntary
programmes), with firms agreeing to the standards developed by environmental
agencies; and or by both (negotiated agreements). Common elements of these
schemes are that a firm’s decision to abate is not de jure required and that
commitments do not apply to all firms (Carraro and Leveque, 1999). Thus, their
effects are difficult to assess and monitor.

3. The use of voluntary approaches in environmental policy is, however,
controversial. In general, pollution abatement is costly and firms may be expected to
“voluntarily” incur these expenditures only when these are offset by additional
benefits, for example higher sales associated with improvements in the
environmental reputation of firms, or to avoid more costly regulations or new
environmental taxes. When the “threat” of alternative actions is credible, voluntary
approaches may be more cost-effective that command-and-control instruments — as
the choice of the abatement strategy is generally left to the firmsl. They may also
generate “soft effects” in terms of raising awareness, sharing of information and
experience between firms, and sharpening incentives to innovation. Potential
drawbacks include low environmental effectiveness, incentives to “free ride” by
firms, distortions in competition and market entry, and “ regulatory capture” .

Voluntary approaches at the national level

4 Voluntary approaches are extensively used in OECD countries. A recent
survey (OECD, 1998) highlights distinct regional patterns, with a prevalence of
negotiated agreements at the local level in Japan, of negotiated agreements between
national governments and coalitions of firms in the European Union, and of
unilateral commitments and public voluntary agreements in the United States. These
cross-country differences also characterise voluntary approaches targeted to climate
change. Around 350 voluntary approaches specifically related to CO7 emissions
were in operation in 1997 (OECD, 1997), with large differences across countries in
the coverage of these agreements, the ambition of their targets, and the existence of
enforcement threats. In some European countries, the introduction of voluntary
approaches occurred against the threat of implementing carbon-energy taxes (e.g.
Switzerland). In others, voluntary approaches were launched as complements to
carbon-energy taxation, with taxes reduced for signatories of voluntary schemes
(e.g. Denmark and the Netherlands).

5. While relatively few evaluation studies of these schemes exist, the available
information on the performance of voluntary agreements suggests that their
environmental effectiveness is generally low (OECD, 1998). This generally reflects
the central role of industry in target setting — leading to goals with low levels of

1. However, in the case of collective agreements, firms may be attributed identical targets (rather than
concentrating abatement where costs are lowest), which reduces cost effectiveness relative to the use of
economic instruments.
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ambition — uncertainty over the regulatory threats, and poor monitoring and
transparencyz. Safeguards — such as the involvement of third parties in target
setting, monitoring and reporting — and the existence of credible sanctions for non
compliance can prevent these shortcomings but they add to the complexity of
voluntary approaches bringing them closer to regulatory solutions. Performance in
terms of administrative efficiency also varies, as savings in costs for monitoring and
enforcing tend to be offset by the extra costs in providing technical assistance and
information to participating firms. On the strength side, these schemes seem to have
generated positive “soft effects” in a number of cases.

6. Voluntary agreements at the national level do not appear to allay concerns
about the competitiveness and leakage effects of unilateral actions needed to reach a
given emission target. In general, instruments that are most cost-effective in
achieving environmental targets will also minimise adverse consequences on
international competitiveness. In this respect, economic instruments will generally
outperform voluntary agreements. While it is sometimes argued that domestic
actions on climate should not imply “significant disadvantage to any group of ..
industries” (BP Amoco, 1999) this ignores that all abatement measures will have
implications for the international competitiveness of specific firms and industries. In
this respect, the fuel and energy-intensive sectors are those most exposed to some of
the competitiveness-consequences of unilateral abatement measures, depending on
their carbon intensity, the possibility of translating higher costs to higher prices, the
price-elasticity of demand and the share of trade with non-Annex I countries (OECD,
1997). While temporary exemptions to heavy emitters may be introduced to ensure
greater acceptance of these climate measures, these will generally reduce their
economic efficiency and environmental effectiveness, putting less energy intensive
industries at a comparative disadvantage.

International voluntary agreements

7. The promotion of voluntary approaches at the international level may allow
extending abatement efforts beyond national borders. Few initiatives of this kind
exist in OECD countries. The most common are “unilateral commitments” of
multinational companies that span the range of their operations in different countries,
without any collaboration or oversight by governments. These schemes generally
include initiatives to diffuse information on “best abatement practices” to suppliers;
to apply internally state-of-the-art technologies and process; to agree on
commitments to reduce emissions by participating firms in the countries where they

2. A comprehensive evaluation study of 18 European schemes found that lack of monitoring data, ambiguity
in the formulation and lack of intermediate targets prevented evaluation in two thirds of cases (OECD,
1998).

3. Examples include targets for reducing own emissions of greenhouse gases by 10 per cent (from 1990

levels) by a number of energy companies (Amoco, 1999; Shell, 1999).

4. One example of an inttiative including recommendations for action in a number of these areas is the * Safe

Climate, Safe Business” project undertaken by British Petroleum, General Motors, Monsanto and the
World Resources Institute.
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operate3; and to develop sequestration and carbon-free technologies#. In some cases,
participating firms have established pilot “ trading schemes” between companies to
achieve their own emission reduction targets (Shell, 1998).

8. One of the few examples of “ negotiated agreement” between business and
governments at the international level is that between the European Automobile
Manufacturers Association (ACEA) and the European Commission, signed in July
1998 (ACEA/EU, 1998). With this agreement, ACEA commits itself to:

— Achieve a 25 per cent reduction in CO7 emission from new cars sold in
the EU market (140 g/km); and to

— Introduce car models with emissions of 120 g/km or less by 2000.

This agreement foresees intermediate targets (in 2003), a joint review of its
implementation by the Commission and ACEA and an annual report to the European
Parliament. These commitments are however conditional on a number of factors: i)
equivalent efforts being made by non-EU producers; i7) availability of improved fuels
in line with the new EU standards; and iii) policies that do not hamper the penetration
of fuel efficient technologies.>

...but may have a 9. By extending abatement efforts beyond national borders, these schemes

role in extending may reduce the scope for leakage, although not concerns on competitiveness vis-a-vis

abatement efforts non-participating firms0. Private initiatives with an international focus may increase

to other countries.  business awareness and diffuse information on good practices. When they include
targets for own emissions, it is however difficult to assess whether these represent
additional achievements relative to a “ business as usual scenario”. To increase their
environmental effectiveness, voluntary approaches at the national level are
sometimes combined to other domestic measures (e.g. carbon-tax reductions for
firms reaching voluntary targets). At the international level, limited experience exists
on how to combine voluntary agreements with instruments such as international
emission trading so as to provide an effective “ threat” for non-compliance.

5. According to the European Commission, the achievement of these targets for all new cars sold in the EU
will contribute, in the event, to about 15 per cent to the total emission reductions required under the Kyoto
Protocol.

6. More generally, this possible competitiveness effect is only one of the channels for carbon “leakage”, and

probably not the most important one. Carbon “leakage” can be generated through in two ways: i) the
international non-energy market, reflecting losses in market shares and possible reallocation of foreign
direct investment of energy-intensive industries away from countries undertaking unilateral abatement; and
ii) the international energy market, reflecting increases in energy use in countries not undertaking
abatement (the lower the supply elasticity of energy production, the higher the fall in energy prices, and
the stronger the increase in energy demand from non-Annex I countries). OECD model analysis suggests
that the second channel is very influential, and that when energy supply is relatively elastic, the rate of
“leakage” will be fairly moderate for values of trade elasticities on non-energy markets in the usual ranges

(OECD, 1999). Voluntary agreements as those discussed in the text will be ineffective to deal with
“leakage” on energy markets.
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Questions for discussion
10. On this background, questions for discussion may include:

— What is the experience with voluntary agreements at the national and
international level in meeting Kyoto targets?

— Could voluntary agreements at the international level, including
unilateral corporate- or sector-wide agreements, advance the attainment
of Kyoto targets? What is the role of governments in their formulation
and monitoring?

— Will they help to address business concerns about competitiveness and
“leakage”?
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OECD HIGH LEVEL MEETING ON CLIMATE CHANGE

Closing the gap
between emission trends
and objectives is a
formidable challenge
for Annex I countries.

Emission targets are
ambitious, especially in
the light of recent
developments.

Paris, 13 September 1999

Agenda Item 1

MEETING THE KYOTO TARGETS

Introduction

1. Despite agreements on the objectives of the Kyoto Protocol, trends in
most OECD countries point to continued growth in emissions of greenhouse
gases. While domestic policies to limit these emissions are under development,
they are either not yet in place or insufficient to curb their growth. On the
international side, many features of the international mechanisms have still to
be resolved, and views differ on the extent to which these mechanisms should
be relied upon in meeting Kyoto targets. OECD analysis provides insights into
progress to date and into the advantages and costs of various policy options.

Emission targets and recent trends

2. The Kyoto Protocol calls for emissions of greenhouse gases to be
reduced by some 7 per cent on average for OECD countries in 2008-2012,
relative to their base level (1990 for most countries), with variations among
countries. These targets are much tighter than it seems because of the growth in
emissions that would normally occur in the meantime. Relative to a“ Business
as Usual” scenario, the targets could imply reductions of some 30 per cent on
average for OECD countries by 2008-2012.

3. The ambition of these targets is underlined by the significant increases
in emissions since 1990. By 1995 (the base of the OECD model simulations),
emissions were higher than in 1990 in a majority of OECD countries, and by 1
per cent overalll. This trend further intensified in 1996, when the growth in

I. This increases to 3 per cent if the transition economies in Eastern Europe are excluded.
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emissions — for a subset of countries accounting for about 75 per cent of total
OECD emissions — more than exceeded total growth over the previous five
years. Where emissions have fallen, this has usually reflected events and
policies of a one-off nature: the output collapse in transition countries and
(eastern) Germany, the liberalisation of the electricity industry and the reform
of coal subsidy (encouraging a switch to gas) in the United Kingdom.

The economic costs of domestic abatement measures

4. Much OECD research has gone into estimating the economic costs of
implementing the Kyoto targets. According to these estimates, which are
similar to those from other research, the economic costs of meeting the Kyoto
targets with domestic measures only could be significant (Annex Table 1).
These measures could lead to an increase of the price of carbon of about $190
per ton for OECD countries2, ranging between around $180 in the European
Union and $230 in the United States. Carbon price increases of this magnitude
could, in turn, result in a significant rise in the average price consumers pay for
energy services and transportation (OECD 1999b, IEA 1999). Estimates of the
real income losses for OECD countries — at about 0.5 per cent in 20103 —
would increase substantially if the model assumptions of full wage flexibility
and of no costs due to the reallocation of workers were relaxed. In interpreting
these estimates, it should be noted that the OECD’s GREEN model currently
deals with only CO7 from energy.4

5. The economic costs of domestic measures would increase
substantially if these targets were not pursued cost-effectively. While the mix
of domestic measures most effective in meeting Kyoto targets will differ across
countries, “best practice” solutions are likely to share a number of features.
These include market and subsidy reform, particularly for agriculture, transport
and energy?. Other economic instruments such as carbon taxes and domestic
tradable permits will also lead to cost-effectiveness. However, if political
acceptance requires exemptions to existing heavy emitters, the burden on other
sectors will increase, making it more difficult and costly to achieve targets (cfr.
Agenda Item 2). Other instruments may also be required to deal with market
imperfections. These may include regulatory approaches, voluntary

2. This compares to an international oil price corresponding to about $150 per ton on carbon in 1995. All
estimates of carbon prices (marginal abatement costs) are expressed in 1995 §.

3. This is the permanent reduction in the level of real income in 2010 following the adoption of abatement
policies. Annual real income costs over the period 2000 to 2010, in terms of deviation from baseline, rise
gradually from zero to 0.5 per cent per year.

4. In other terms, GREEN does not consider either other sectors and gases (i.e. CO, from forestry and other

greenhouse gases) or local “ancillary benefits” associated to reductions in other pollutants generated from
fossil-fuel combustion that could possibly reduce these economic costs.

5. While subsidies to energy industry — especially coal — have declined considerably over the past decade,
they remain substantial. OECD case studies indicate that reform of selected energy subsidies could reduce
CO, emissions from the energy sector by between 1 and 8 per cent (OECD, 1997).



31 August, 1999

Costs could be
significantly reduced
through emission
trading ...

...although this would
be partly at the expense
of higher overall
emissions.

COM/ENV/EPOC/ECO/CPE(99)76

agreements, support for R&D, and education and information programmes

aimed at accelerating and diffusing climate-friendly technologies and
behaviours.

6. Although Kyoto targets apply to emissions a decade from now, few of
the domestic policies necessary to meet these targets are in place today (OECD,
1999a). It is often argued that abatement measures should be taken early in
order to stimulate technical progress and innovation, leading to reduced
abatement later on. On the other hand, if technology improves independently of
pressure to reduce emissions, it could be beneficial to wait longer until cheaper
abatement technology is available. While OECD analyses— in which progress
in energy technology is exogenous — do not allow to assess the relative
importance of these factors, they suggest that a gradual phasing-in of action
may incur lower costs by minimising the extent to which rapidly changing
relative prices force premature scrapping of capital equipment. More generally,
a gradual phasing-in of interventions seems needed to bolster the credibility of
abatement commitments.

Costs savings from the use of flexibility mechanisms

7. In the presence of differences in abatement costs among countries,
“flexibility mechanisms” as foreseen by the Kyoto Protocol allow to reduce
economic costs. These mechanisms include trading among Annex I countries,
as well as project-based instruments (Activities Implemented Jointly and the
Clean Development Mechanism). The potential of these flexibility mechanisms
in reducing the costs of abatement efforts is high. According to OECD
analyses, international trading of emissions allowances among Annex |
countries would allow achieving the Kyoto targets with a permit price
(“marginal costs”) of around $90 per ton of carbon, around 50 per cent lower
than average carbon prices under a “no trade scenario”.® A lower cost of
achieving Kyoto targets would lessen political resistance and allow the setting
of more ambitious targets in the future.

8. In part, the economic gains from emission trading are at the expense
of higher overall emissions associated with the presence of so called “hot air”
in Russia and Ukraine, a feature that was recognised in the initial negotiation.
OECD analyses suggest that, due to their output collapse, unconstrained
emissions of these two countries may be some 14 per cent lower than their
Kyoto commitments by 2010. Even excluding this effect, however, trading
among Annex I countries could reduce marginal abatement costs to about $105
per ton of carbon, around 45 per cent lower than the average costs for OECD
countries when using only cost-effective domestic policies.

6. While it is uncontroversial that emission trading significantly reduces marginal costs at the aggregate and
individual country level, the distribution of the costs savings among Anrex I countries is more ambiguous
when considering “total” costs, and would depend on the indicator used (¢fr. Annex table 1).
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Should emission trading be restricted?

9. While trading among Annex I countries would be effective in
lowering the economic costs of abatement, arguments advanced by some
countries have led to proposals for “capping” their use. Among the arguments
used to advocate restrictions on trading are:

— Trade in “hot air” will reduce the environmental effectiveness of
the Protocol in the short term, although such effects would cancel
out over time due to the “banking” provisions of the Protocol.

— Measurement and other implementation errors are sometimes seen
as arguments for “caps” on trade, even though they raise issues
for compliance in general rather than for trading in particular.

— The higher costs of abatement efforts in Annex I countries may
contribute to the introduction of climate-friendly technologies,
hence shifting the technology frontier, although to some extent
“caps” will only shift innovation incentives between countries.

— Developing countries may be reluctant to consider emission limits
until their per capita emission reach levels similar to those of
Annex [ countries. Undertaking domestic abatement efforts in
Annex I countries may thus encourage developing countries to
accept quantitative limits on emissions (cfr. Agenda Item 3).

10. It is difficult to assess the existence and size of these potential benefits
from restrictions on emission trading, and the extent to which such restrictions
may end up refraining some countries from ratifying the Kyoto Protocol.
Further, these potential benefits should be compared to the associated costs.
Within the Kyoto timeframe, restrictions on emission trading would cause
marginal abatement costs among Annex I countries to diverge hence implying
an overall loss in efficiency. In the case of limits on the purchases of permits,
their effects would differ between “constrained” and ‘unconstrained”
countries. *“Unconstrained” buyers would benefit from the lower permit price
associated with lower demand for permits, while for “constrained” countries
the positive effects of lower prices would be more than offset by the need to
rely on more costly domestic measures.
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Questions for discussion

11. Participants may wish to address some of the following questions:

~ What types of domestic policies are countries implementing or
planning to work towards Kyoto objectives? Are these domestic
policies expected to be sufficient to achieve these objectives?

— What steps would be needed to facilitate effective policy
responses, including the flexibility mechanisms?

— How can countries work together to address some of the barriers
. to implementation, and what role will caps have in this respect?
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Annex Table 1. Costs of Kyoto in OECD regions, 2010

Change in GDP, Change in real income/), per Implied carbon price,
per cent cent 1995 $ per tonne of carbon

Without trade ~ With trade2) | Without trade  With trade?) | Without trade  With trade2)

United States -0.27 -0.16 -0.33 -0.40 231 92
Japan -0.03 -0.02 -0.24 -0.19 189 92
European Union -0.17 -0.08 -0.77 -0.33 181 92
Other OECD -0.29 -0.18 -0.68 -0.64 228 92
OECD total -0.18 -0.10 -0.48 -0.34 190 92

1. Changes in real income differ from changes in GDP because of terms-of-trade changes. These arise mainly from a) changes in
imported energy prices, and b) changes in domestic prices needed to maintain balance-of-payments equilibrium (e.g. to improve
the balance of trade to finance emission allowance purchases). Important influences on these are, on a), the initial structure of

trade, in particular the degree of dependence on imported energy and, on b), the price elasticities of demand for imports and
exports.

2. Unrestricted trade among Annex I countries, i.e. including trade of “hot air”.
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FURTHER DEVELOPMENT OF THE CO-OPERATION
WITH DEVELOPING COUNTRIES UNDER THE CONVENTION

Participation of
developing countries is
needed to respond
effectively to climate
change...

... as emissions from
these countries are
growing rapidly.

Introduction

1. Developing countries have a crucial role to play if the ultimate
objective of the climate change convention — preventing anthropogenic
interference with the climate system — is to be met at some stage. These
countries also have a vital stake in the achievement of this objective, as they are
the most vulnerable to the consequences of climate change. At the same time,
the objective of containing greenhouse gas emissions may be perceived as
competing with other domestic priorities, including poverty reduction and
sustainable economic and social development. Little progress has been
achieved in the development of a framework for abatement commitments that
addresses this trade-off in a way that is acceptable to all countries. On this
background, this note focuses on strategies for integrating climate change goals
with the promotion of sustainable development in developing countries.

The context

2. Historically, most emissions of greenhouse gases have occurred in
OECD countries, while developing countries have contributed only marginally.
A global shift in the sources of emissions of greenhouse gases is however
underway. This is projected to further intensify in the future. According to
OECD analysis, the share of emissions originating from non-OECD countries
may rise — under a “Business as Usual” scenario — from around 45 per cent
today to 60 per cent by 2020, with India, China, East Asia and Latin America
accounting for the bulk of this growth (OECD, 1999a).
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3. In this context, action by OECD countries alone will be insufficient to
stabilise atmospheric concentrations of greenhouse gases. OECD analysis
suggests that extending the Kyoto commitments of Annex I countries beyond
2012 would only delay by around one decade the year when atmospheric CO,
concentrations approximately double compared to the level prevailing in pre-
industrial times . The economic costs for Annex I countries from extending in
time their commitments could also increase significantly, and emission trading
between them would become less important in reducing these costs.

Global climate change goals and national development needs

4. Projected paths of greenhouse gas emissions in developing countries
reflect population growth, rapid increases in living standards and energy use.
Assisting developing countries in meeting their development needs in the most
energy efficient manner is therefore important for sustainable development,-and
a key component of efforts to control carbon emissions globally (OECD, 1998).
Some win-win policies exist. For example, efforts to improve energy efficiency
in developing countries will not only allow to reduce emissions of greenhouse
gases, but also to reap beneficial environmental impacts locally (“ancillary
benefits”)’, and to improve economic efficiency and energy security.

5. Scope for synergies also exist when addressing climate change and the
other global issues such as biodiversity loss and desertification that are covered
by multilateral environmental conventions (OECD, 1999b). These challenges
are closely related. Desertification and deforestation contribute directly to
increasing the concentration of carbon in the atmosphere and to loss of
biodiversity.  Conversely, climate change may significantly affect the
productivity and integrity of ecosystems reinforcing drought or floods in many
part of the world. OECD work is exploring the implications for development
co-operation stemming from the need to address these issues in a coherent way.

6. Responding to global climate change goals and to national sustainable
development needs has implication for all sources of development finances.

— The largest share of financial resources for development already
comes from domestic sources and increasingly from the private
sector. Policy efforts to' mobilise these financial resources should
focus on providing the private sector with a stable and attractive
investment climate. Opening key industrial sectors, such as
energy, to private capital can accelerate investment in energy-
efficient infrastructure, but also requires a conducive ' legal
framework, a clarification of the roles of the private and public
sectors, and a clear definition of investors’ right and liabilities.

— Official development assistance (ODA) have been shrinking for a
number of years, and with the exception of the poorest developing

2. Economic estimates alone of the human costs of such pollution, in the form of respiratory diseases leading
to premature death, range from 0.5 to 5 per cent of GNP in the case of China (OECD, 1998).
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countries now accounts for a marginal share of developing
countries’ GDP. Rather than being seen as a leading source of
finance for investment in cleaner technologies, ODA should
concentrate on addressing the human, institutional and
technological capacities that are necessary to take advantage of
climate-friendly production techniques.

— The Clean Development Mechanism could reinforce support to
priority investment in areas as urban pollution control, rural
electrification and forest management. At the same time, the
mechanism does not in itself contribute to the resolution of the
principal impediments to investments, and some of the lessons
learned from past experience in development co-operation — such
as the need for involvement of local stakeholders and of “soft”as
well as “hard” technology co-operation — could be valuable for
its development. (OECD, 1998)

Extending commitments to developing countries

7. Limited progress has been achieved to date in building a multilateral
framework within which to define abatement commitments by all countries,
taking into account the specific needs and circumstances of developing
countries. The UN Framework Convention on Climate Change recognises the
right of developing countries to pursue development strategies even if this will
increase their emissions. A challenge is finding ways to implement the
principle of “common but differentiated responsibilities” while satisfying basic
equity considerations. '

8. For developing countries, several types of commitments with different
capacity to accommodate their development priorities are possible, and there
may be scope for phasing in over time commitments with different degree of
stringency (OECD, 1999c).” Non-quantified commitments might include
agreement to implement particular policies and measures. Among quantified
commitments, absolute limitations of emission levels, as agreed by Annex I
countries, would penalise countries with strong demographic increases.
Reductions in the growth rate of greenhouse gases emissions relative to a
baseline with unchanged policies — rather than absolute reductions — are less
stringent, but may be inappropriate in the presence of high uncertainty about
economic growth, energy-mix and efficiency. Proposals for indexing the
abatement commitments to actual economic growth performance may facilitate
the integration of two objectives that are often perceived as conflicting
(economic growth and emission abatement), but offer less certainty on the
reduction of emissions that could be achieved. Targets for specific sectors are
another option.

3. Criteria for differentiating the timing and nature of country obligations might include responsibilities for
cumulative emissions, ability to pay for mitigation policies (i.e. income per capita), and opportunities to
reduce emissions in a cost-effective manner (i.e. energy intensity of production).
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Incentives for developing countries to participate

9. Global participation in efforts to stabilise emissions of greenhouse
gases will require adequate incentives to countries with a lower “capacity to
pay” and most exposed to the consequences of climate change. These include
the “self interest” of avoiding the damages of climate change, local “ancillary
benefits”, and opportunities for exports, new market developments and
technology transfers. Among the “incentives” that may translate into immediate
financial flows to the benefit of developing countries are:

— Financial flows associated to trading of emission permits
(including those through the Clean Development Mechanism),
which will benefit countries with lower abatement costs; and

— Additional financial transfers to compensate those developing
countries that would be worse off even after trading.

10. Providing adequate -incentives to developing countries will however
affect the costs elsewhere. These costs will depend importantly on how
emission allowances are distributed among countries. Precisely because of its
influence on costs, this is a contentious issue. Some notion of equity will be
required to induce participation from countries ranging from very rich to very
poor. The OECD Secretariat has produced scenarios to illustrate the costs
involved for different regions under a few stilised rules for the allocation of
permits (OECD, 1999a). One such rule is the gradual convergence of per capita
emissions among countries. Another rule entails freezing the countries’ shares
of emissions at their 2010 level (“grandfathering”).

11. These scenarios — incorporating different targets for concentrations
of greenhouse gases, different assumptions on the use of emission trading, and
the two rules for the allocation of emission allowances described — above point
to a number of findings:

— First, costs vary significantly according to the degree of ambition
of the emission constraint and the allocation rule.

— Second, trading among developed and developing countries would
be important to reduce these costs and would generate large
financial flows to developing countries. Trading also makes
aggregate costs less dependent on the distribution of allowances.

— Finally, side payments can be used to improve the situation of
those non-Annex I countries that would be worse off after trading.
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Questions for discussions

12. Participants may wish to address the following questions:

What are the main elements of a framework for extending
commitments to all countries, and in particular developing
countries, under the Convention?

What types of commitment appear to better reconcile international
and domestic policy priorities?

What issues should be considered in sharing the burden of climate
change commitments at the global level?
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Message:

Attached is a copy of an email on the upcoming High Level Meeting on Climate Change, which I’'m repeating to ensure
you get it. Please reply by email so I can confirm that channel.



"Winship, Robert R" <WinshipRR2@state.gov>
09/07/99 11:55:44 AM

Record Type: Record

To: See the distribution list at the bottom of this message

cc:
Subject: OECD HLM on Climate Change

Messrs. Lawrence and Weisberger -- Since this will be my first email message
to you, | will fax this as well but will to try to use email as much as
possible in the future. Please pass to Joe Aldy.

The OECD Secretariat advised us today that, because Mr. Lawrence is a lead
speaker, the US delegation may have another seat in the meeting if it wishes
to do so. The Secretariat is also considering (but has not confirmed)
adding a room for auditors, to allow missions to listen to the discussion,
report on the meeting and if necessary follow up. It is up to Mr. Lawrence,
as head of delegation, to determine who (if anyone) will occupy the
additional seat. We are not aware of any specific requests from other
agencies to attend the meeting at this time. If it turns out that there

will not be a listening room, then John Weeks suggests we reserve the third
seat for a USOECD notetaker. Please let us know your preference.

* X

We relayed to the Finnish mission your interest in attending the dinner on
Sunday evening if your arrival time allowed. The Finns have set the time for
the dinner at 8:30 PM, to allow those traveling (from within as well as
outside Europe) to attend. This should give you just enough time to clear
customs, check in at your hotel, and taxi to the dinner. We can arrange for
a driver for these trips but will need fiscal data to cover the cost.

Again, let us know if we can assist.

Messrs. Hambley, Miotke and Fennerty -- The August 12 letter to Mr.

Lawrence from Marco Mira d'Ercole of DSYG Moe's office on the HLM included
the annotated agenda and three documents for the meeting. We have not
succeeded in downloading these documents from the OECD Online Info Service
to forward them to Amb. Hambley and suspect you may have similar

difficuities. Let us know if you need copies, or get in touch with Noah
Weisberger or Joe Aldy at CEA.

We are waiting for arrival/departure info from Amb. Hambley in order to make
hotel reservations. Please let us know ASAP.

Message Sent To:




Robert Z. Lawrence/CEA/EOP

Noah Y. Weisherger/CEA/EOP

"(OES) Hambley, Mark G" <HambleyMG@state.gov>
"(OES) Miotke, Jeffery A" <MiotkeJA@state.gov>
"Fennerty, John J" <FennertyJJ2@state.gov>
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Record Type: Record

To: Noah Y. Weisberger/ CEA/EOP@EOP

ccC:
Subject: OECD hi-level climate change meeting

Noah,

Could you contact the U.S. Mission in Paris and ask for some guidance regarding Robert's role in the third
session on developing country participation at the hi-level climate change meeting? Does the OECD

‘prefer that Robert provide comments for 10 or so minutes to frame the discussion? Something shorter or
fonger? Thanks,

Joe
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OECD WORKSHOP ON MAKING WORK PAY

AGENDA

to be held at the Chateau de la Muette, Paris
on Friday and Saturday, 10 and 11 September 1999
starting at 9:00 on the first day

Friday 10 September _
Opening remarks (9:00 - 9:20)

T.J. Alexander (Director of the Directorate for Education, Employment,
Labour and Social Affairs, OECD)

First Session: Employment subsidies and payroll tax reductions for the low paid

Chairman: T.J. Alexander (Director of the Directorate for Education, Employment,
Labour and Social Affairs, OECD)

a) Employment subsidies (9:20 - 11:00)
¢ Edmund Phelps (Columbia University)
e Discussant: Eric Baﬁelsman (Dutch Ministry of Economic Affairs)

e Discussion by panelists

¢ Questions from the floor

Coffee break (11:00 - 11:15)

b) Payroll tax reductions for the low paid (11:15 - 13:00)
e Jean-Paul Fitoussi (OFCE, Paris)
e Discussant: Bertil Holmlund (Uppsala University, Sweden)

e Discussion by panelists

¢ Questions from the floor

Second session: In-work benefits

Chairman: Thorvald Moe (Deputy Secretary General, OECD)

a) The Earned Income Tax Credit in the US (15:00 - 15:20)
e Karl Scholz (Wisconsin University)

b) The Self-sufficiency project in Canada (15:20 - 15:40)
e John Greenwood (Social Research and Demonstration Corporation, Canada)

¢) The Family Credit system and the Working Families Tax Credit (15:40 - 16:00)
in the United Kingdom

e Andrew Dilnot (IFS, London)
Coffee break (16:00 - 16:15)
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e Discussion on the three schemes introduced by Nina Smith (Aarhus University, (16:15 - 17:30)
Denmark)

e Discussion by panelists

o Questions from the floor

Saturday 11 September
Third session: The framework conditions: wage floors and unemployment benefits

Chairman: Ignazio Visco (Head of the Economics Department, OECD)

a) Wage floors (9:30 -10:30)
e Paul Gregg (HM Treasury, London)
e Discussant: Edmond Malinvaud (INSEE, Paris)

¢ Discussion by panelists

¢  Questions from the floor _

b) Eligibility rules for unemployment benefits (10:30 - 11:30)
e David Grubb (OECD)

¢ Discussant: Viktor Steiner (Centre for European Economic Research
(ZEW), Mannheim, Germany)

e Discussion by panelists

¢  Questions from the floor

Coffee break (11:30 - 11:45)
Final panel discussion: policy choices and interactions (11:45 - 13:00)
e Introduction to discussion by Giuseppe Bertola (European University Institute,

Florence)
Panelists:

e Juan Burdiel Nales (Direction Général de Politique Economique et Défense
de la Concurrence, Ministére de I’Economie et des Finances, Spain)

e Jean-Philippe Cotis (Direction de la Prévision Ministére de 1'Economie, des
Finances et de I’Industrie, France)

¢ Georg Fischer (DGV, European Commission)
e Paolo Onofri (Ministry of the Treasury, Italy)
e Jean-Pierre Voyer (Department of Human Resource Development, Canada)

Closing remarks
Ignazio Visco (Head of the Economics Department, OECD)

Meeting adjourns
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b) Payroll tax reductions for the low paid _ (11:15 - 13:00)
e Jean-Paul Fitoussi (OFCE, Paris)
¢ Discussant: Bertil Holmlund (Uppsala University, Sweden)

e Discussion by panelists

e Questions from the floor
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Chairman: Thorvald Moe (Deputy Secretary General, OECD)

a) The Earned Income Tax Credit in the US (15:00 — 15:20)
e Karl Scholz (Wisconsin University)
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¢ Discussion on the three schemes introduced by Nina Smith (Aarhus University, (16:15 - 17:30)
Denmark)

e Discussion by panelists

¢ Questions from the floor

Saturday 11 September
Third session: The framework conditions: wage floors and unemployment benefits

Chairman: Ignazio Visco (Head of the Economics Department, OECD)

a) Wage floors ~(9:30-10:30)
¢ Paul Gregg (HM Treasury, London)
e Discussant: Edmond Malinvaud (INSEE, Paris)

¢ Discussion by panelists

e  Questions from the floor
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e David Grubb (OECD)

e Discussant: Viktor Steiner (Centre for European Economic Research
(ZEW), Mannheim, Germany)

¢ Discussion by panelists

¢ Questions from the floor

Coffee break (11:30 - 11:45)
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Panelists:

* Juan Burdiel Nales (Direction Général de Politique Economique et Défense
de la Concurrence, Ministere de I’Economie et des Finances, Spain)

e Jean-Philippe Cotis (Direction de la Prévision Ministére de I’Economie, des
Finances et de 1’Industrie, France)

e Georg Fischer (DGV, European Commission)
e Paolo Onofri (Ministry of the Treasury, Italy)

o Jean-Pierre Voyer (Department of Human Resource Development, Canada)

Closing remarks
Ignazio Visco (Head of the Economics Department, OECD)

Meeting adjourns
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a) The Earned Income Tax Credit in the US (15:00 - 15:20)

o Karl Scholz (Wisconsin University)
b) The Self-sufficiency project in Canada (15:20 - 15:40)

o John Greenwood (Social Research and Demonstration Corporation, Canada)

¢) The Family Credit system and the Working Families Tax Credit (15:40 - 16:00)
in the United Kingdom

¢ Andrew Dilnot (IFS, London)
Coffee break (16:00 - 16:15)
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e Discussion on the three schemes introduced by Nina Smith (Aarhus University, (16:15 - 17:30)
Denmark)

e Discussion by panelists

¢  Questions from the floor

Saturday 11 September

Third session: The framework conditions: wage floors and unemployment benefits

Chairman: Ignazio Visco (Head of the Economics Department, OECD)

a) Wage floors (9:30 - 10:30)
e Paul Gregg (HM Treasury, London)
¢ Discussant: Edmond Malinvaud (INSEE, Paris)

e Discussion by panelists

e Questions from the floor

b) Eligibility rules for unemployment benefits (10:30 - 11:30)
e David Grubb (OECD)

e Discussant: Viktor Steiner (Centre for European Economic Research
(ZEW), Mannheim, Germany)

e Discussion by panelists

e Questions from the floor

Coffee break (11:30 - 11:45)
Final panel discussion: policy choices and interactions (11:45 - 13:00)
¢ Introduction to discussion by Giuseppe Bertola (European University Institute,

Florence)
Panelists:

e Juan Burdiel Nales (Direction Général de Politique Economique et Défense
de la Concurrence, Ministére de 1’Economie et des Finances, Spain)

o Jean-Philippe Cotis (Direction de la Prévision Ministere de 1’Economie, des
Finances et de I’Industrie, France)

e  Georg Fischer (DGV, European Commission)
e Paolo Onofri (Ministry of the Treasury, Italy)

e Jean-Pierre Voyer (Department of Human Resource Development, Canada)

Closing remarks
Ignazio Visco (Head of the Economics Department, OECD)

Meeting adjourns
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List of Papers

Edmund S. Phelps
The Importance of Inclusion and the Power of Job Subsidies to Increase It
COM/DEELSA/ELSA/ECO/CPE/(99)66

Jean-Paul Fitoussi
COM/DEELSA/ELSA/ECO/CPE/(99)67
V. Joseph Hotz and John Karl Scholz
Not Perfect, but Still Pretty Good: The EITC and Other Policies to Support

the U.S. Low-Wage Labor Market
COM/DEELSA/ELSA/ECO/CPE/(99)68

John Greenwood and Jean-Pierre Voyer
Experimental Evidence on the Use of Earnings Supplements as a Strategy to “Make Work Pay”
COM/DEELSA/ELSA/ECO/CPE/(99)69

Andrew Dilnot

COM/DEELSA/ELSA/ECO/CPE/(99)70

Paul Gregg

COM/DEELSA/ELSA/ECO/CPE/(99)71

David Grubb
“Making work pay: the role of eligibility criteria for unemployment benefits”
COM/DEELSA/ELSA/ECO/CPE/(99)72

Giuseppe Bertola
Policy Choices and Interactions: Issues for Discussion
COM/DEELSA/ELSA/ECO/CPE/(99)73



"Bodtke, Laura A" <BodtkeLA@state.gov>
09/07/99 08:32:57 AM

Record Type: Record

To: Noah Y. Weisberger/CEA/EOP

cc:
Subject: RE: hotel

Noah,

Following is confirmation of Mr. Stone's hotel reservations:

Delegate Hotel check in check out

Mr. Charles F. Stone  Elysees Sablons Thursday, 9/9 Sunday, 9/12

Please! !f these dates change IN ANY WAY, notify us immediately, as the
hotel will charge for late cancellation.

Hotel address: 32, rue de Greuze, 16th Arrondisement.

Telephone: 33-1-47-27-10-00
Fax: 33-1-47-27-47-10
Regards,

Laura

----- Original Message-----

From: Noah_Y. Weisberger@cea.eop.gov [SMTP:Noah_Y._Weisberger@cea.eop.gov]
Sent: September 03, 1999 5:29 PM

To: bodtkela@state.gov

Cc: winshiprr2@state.gov

Subject: hotel

Dear Laura,

| would like to let you know that Chad Stone, a Senior Economist here at

the CEA will be attending the OECD?s upcoming Workshop on ?Making Work Pay,
? September 10 and 11. You should be receiving a cable from the Department

of State in the next few days, officially clearing his travel. | have

included his relevant information below.

I would also like to request that a hotel reservation be made on his
behalf; he will be arriving in Paris on September 9, at 810 AM and will be
departing on September 12 at 7:10 PM.

Please do not hesitate to contact me if you need further information
(202-395-5104).
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WISCONSIN

President Clinton and Vice PreS|dent Gore Are Flghtmg For POlICIeS That
_ Help Workmg Famllles, But Congressnonal Republicans Sald “No” .

Throughout 1998, President Clinton and Vice President Gore fought for policies that help
working families in Wisconsin, from more modern schools to higher quality health care. On
each of these policies, the Republican Congressional majority said “no” to the families of
Wisconsin, blocking school modernization, a Patients Bill of Rights, comprehensive tobacco
legislation, an increase in the minimum wage, and child care investments. In addition,
Republicans in Congress killed our best hope for real campaign finance reform in a
generation.

* School Modernization: Congressional Republicans Blocked Tax Credits on $332.4
Million of Bonds To Help Build and Modernize Wisconsin Schools. President
Clinton’s school modernization initiative would have helped build and renovate more

than 5,000 schools nationwide, without adding a single Federal employee. In Wisconsin,

this proposal would have provided tacredits on $332.4 million of bonds to help build or
modernize an estimated 103 schools. However, the Republicans in Congress blocked
school modernization and even claim stopping it as one of their top 10 victories in the
final budget agreement. [Source: National Economic Council]

¢ Patients Bill of Rights: The Congressional Republican Leadership Blocked Quality
Health Care for 2,900,000 People -- Including 1,440,000 Women -- in Wisconsin.
President Clinton and Vice President Gore repeatedly urged the Congress to pass a
strong, enforceable Patients Bill of Rights. Without this legislation, 2,900,000 people --
including 1,440,000 women -- in Wisconsin are not ensured the enforceable patient
protections they need, even if Wisconsin has enacted health care quality legislation. The
Congressional Republican leadership blocked a Patients Bill of Rights, which means
accountants, instead of doctors, will continue to make health care decisions in
Wisconsin. Every major health care consumer and physician organization, including the
American Medical Association, supports a strong, enforceable Patients Bill of Rights.
[Source: Department of Labor]

* Comprehensive Tobacco Legislation: The Congressional Republican Leadership
Blocked Efforts That Would Have Saved 21,000 Young People in Wisconsin from
A Premature Death. President Clinton and Vice President Gore made passage of
legislation to reduce youth smoking a top priority, in order to stop kids from smoking
before they start. According to the Department of Treasury, in Wisconsin, this
legislation would have stopped 62,000 young people from smoking over the next five
years, saving the lives of 21,000 young people in Wisconsin from a premature death.
But the Congressional Republican leadership killed this year’s effort to pass bipartisan

comprehensive tobacco legislation to reduce youth smoking. [Source: Department of the

Treasury]

¢ Minimum Wage: Congressnonal Republicans.Blocked A Raise For 225,000 -
_Workers in Wlsconsm Presndent Clinton and Vice President Gore called for a one
dollar increase in the minimum wage over two years'-- to raise the wages of 12 million

hitp://www.whitehouse.gov/WH/New/99Budget/wisconsin.htn

9/7/99 5:14 PM
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workers nationwide. In Wisconsin, this increase would have raised the wages of
225,000 workers. ‘For s"‘meone ‘who works full-time, this increase would have meant an

Kidaats

“‘additienal $2,000°per YeHr ‘However, Congressional Republicans voted to block a

minimum wage increase. [Source: Based on data from the Bureau of Labor Statistics.]

Child Care Initiative: Congressional Republicans Blocked Critical Child Care
Assistance for Families in Wisconsin. President Clinton proposed an historic child
care initiative to make child care better, safer and more affordable for working families
in Wisconsin. The President’s plan would have wiped out Federal income taxes for
families of four in Wisconsin making less than $35,000 and saddled with high child care
bills. And Wisconsin would have received $21.3 million in new funding to help
low-income working families with child care costs. But, the Republican Congress
blocked these critical child care investments. [Source: Department of Health and
Human Services.]

To comment on this service,
send feedback to the Web Development Team.

Read our Privacy Policy
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THE WHITE HOUSE AT WORK

Friday, December 4, 1998

PRESIDENT CLINTON:
SUPPORTING WORKING FAMILIES

If we are to continue to add new jobs, raise wages, cut poverty, and give families
the tools they need to live up to their dreams, we must continue to help restore
growth abroad and strengthen our economy at home. If we work together -- and
we use Ame rica’s momentum and confidence wisely -- I know we can do just that.

President Bill Clinton
December 4, 1998

Today, President Clinton holds a White House event to announce the release of a
report by the Council of Economic Advisors (CEA) that shows the benefits the
Earned Income Tax Credit (EITC) and the increase in the minimum wage have
had on low-income famili es.

An Economic Strategy That Is Helping Working Americans. President
Clinton’s economic strategy of fiscal discipline, investments in our people, and
opening markets abroad has helped spark an investment-led economic expansion
of great strength. The success of this comprehensive economic strategy, supported
by specific policy achievements such as the EITC and increase in the minimum
wage, have dramatically improved the economic well-being of low income
working families:

e Sharp Increases In Real Wages. The strongest labor market in a generation
has resulted in particularly large gains among low-wage and disadvantaged
workers. From 1979 to 1993, the real wages of low-wage workers fell
sharply; recently, low-wag e workers have experienced sharp increases in
real wages: For low-wage men, wages are up 5.7 percent after inflation
since 1996, and for low-wage women, real wages have risen 6.1 percent;

e Steep Decline In Unemployment. Strong wage gains have been
accompanied by a steep decline in unemployment for low-skilled workers.
In 1993, 11.1 percent of workers without a high school diploma were
unemployed; today that rate is 7.2 percent. Among high school graduates
with no college background, the unemployment rate has fallen from 6.6
percent to 3.9 percent. Low-wage workers are gaining both by working
more and by earning more for every hour that they work;

Expanding The EITC Has Helped Millions Of Americans. The effects of a
strong economy have been reinforced by successful policies designed to make
work pay. Expansions in the EITC since 1993 are supplementing the incomes of
low-wage working par ents. The EITC is one of our most successful programs for

9/7/99 5:03 PM



Good News for Low Income Families: CEA Report, 12/98 http://Www.whjtehouse. gov/WH/EOP/CEA/html/eitc.htn

- e

one child and one earner who worked full-time at the minimum wage (i.e., $4.72 in
1993 and $5.15 in 1997, in 1997 dollars) experienced a 14 percent -- $1,402 -- increase
in their income, after inflation, just because of these two policies alone. Similar families
with two children experienced a 27 percent -- $2,761 -- increase in their income.

To comment on this service,
send feedback to the Web Development Team.

Read our Privacy Policy
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Good News for Low Income Families:

Expansions in the Earned Income Tax Credit and the Minimum Wage

A report by The Council of Economic Advisers
December 1998

Executive Summary | Eull Report F’E (37 kb)

Executive Summary

e The strongest labor market in a generation has resulted in particularly large gains among
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low-wage and disadvantaged workers. From 1979 to 1993, the real wages of low-wage
workers fell sharply. Recently, however, low-wage workers have experienced large
increases in real wages: For low-wage men, wages are up since 1996 by 5.7 percent
after inflation. And for low-wage women, real wages have risen 6.1 percent.

These strong wage gains have been accompanied by a steep decline in unemployment
for low-skilled workers. In 1993, 11.1 percent of workers without a high school degree
were unemployed; today that rate has fallen to 7.2 percent. Among high school
graduates (with no college), the rate has fallen from 6.6 to 3.9 percent. Low-wage
workers are thus gaining both by working more and by earning more for every hour that
they work.

The effects of a strong economy have been reinforced by successful policies designed to
make work pay. Expansions in the Earned Income Tax Credit (EITC) since 1993 are
supplementing the incomes of low-wage working parents. The EITC is one of our most
successful programs for fighting poverty and encouraging work:

o Lifts more than 4 million Americans out of poverty. The EITC lifted 4.3 million
Americans out of poverty in 1997 -- more than double the number in 1993.

o Dramatically reduces child poverty. In 1997, the EITC reduced the number of
children living in poverty by 2.2 million. This report finds that over half of the
decline in child poverty between 1993 and 1997 can be explained by changes in
taxes, most importantly the EITC.

o Encourages work among single women with children. In 1992, 73.7 percent of
single women with children were in the labor force. In 1997, 84.2 percent of such
women were in the labor force. The percentage of single women with children
who received welfare and did not work has been cut by more than half -- from
19.3 percent in 1992 to 8.3 percent in 1997.[Based on CPS tabs by Liebman.]
Research studies suggest that the increase in labor force participation among
single mothers is strongly linked to the expansion in the EITC.

Increases in the minimum wage have been important in raising the earnings of
low-wage workers. Empirical research suggests that recent minimum wage increases

have had little or no adverse effect on employment.

The combined effects of the minimum wage and the EITC have dramatically increased
the returns to work for families with children. Between 1993 and 1997, families with

9/7/99 5:04 PM
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fighting poverty and encouraging work:

The EITC lifted 4.3 million Americans out of poverty in 1997 -- more than
double the number in 1993;

In 1997, the EITC reduced the number of children living in poverty by 2.2
million. Today’s report shows that over half of the decline in child poverty
between 1993 and 1997 can be explained by changes in taxes, most
importantly, the EITC;

In 1992, almost 74 percent of single women with children were in the labor
force. In 1997, more than 84 percent of single women with children were in
the labor force. The percentage of single women with children who
received welfare and did n ot work has been cut by more than half -- from
19.3 percent in 1992 to 8.3 percent in 1997. Studies suggest that the
increase in labor force participation among single mothers is strongly
linked to the expansion in the EITC;

The EITC And Minimum Wage Are Enhancing The Lives Of Low-Income
Working Families. The increase in the minimum wage from $4.25 to $5.15 has
been important in raising the earnings of low-wage workers. Empirical research
suggests that recent m inimum wage increases have had little or no adverse effect
on employment. The combined effects of the minimum wage and the EITC have
dramatically increased the returns to work for families and children. Between
1993 and 1997, families with one child and one earner who worked full-time at
the minimum wage experienced a 14 percent increase in their income, after
inflation, just because of these two policies alone. Similar families with two
children experienced a 27 percent increase in their income.

CEA Report on Expansions in the EITC and the Minimum Wage

The White House Briefing Room
The White House at Work Archives

Read our Privacy Policy

http://www.whitehouse.gov/WH/Work/120498.hur
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"Bodtke, Laura A" <BodtkeLA@state.gov>
09/07/99 08:32:57 AM

Record Type: Record

To: Noah Y. Weisberger/CEA/EOP

cc:
Subject: RE: hotel

Noah,

Following is confirmation of Mr. Stone's hotel reservations:

Delegate Hotel check in check out

Mr. Charles F. Stone  Elysees Sablons Thursday, 9/9 Sunday, 9/12

Please! If these dates change IN ANY WAY, notify us immediately, as the
hotel will charge for late cancellation.

Hotel address: 32, rue de Greuze, 16th Arrondisement.

Telephone: 33-1-47-27-10-00
Fax: 33-1-47-27-47-10
Regards,

Laura

From: Noah_Y. Weisberger@cea.eop.gov [SMTP:Noah_Y._Weisberger@cea.eop.gov]
Sent: September 03, 1999 5:29 PM

To: bodtkela@state.gov

Cc: winshiprr2@state.gov

Subject: hotel

Dear Laura,

| would like to let you know that Chad Stone, a Senior Economist here at

the CEA will be attending the OECD?s upcoming Workshop on ?Making Work Pay,
? September 10 and 11. You should be receiving a cable from the Department

of State in the next few days, officially clearing his travel. | have

included his relevant information below.

| would also like to request that a hotel reservation be made on his
behalf; he will be arriving in Paris on September 9, at 810 AM and will be
departing on September 12 at 7:10 PM.

Please do not hesitate to contact me if you need further information
(202-395-5104).



Sincerely,

Noah Weisberger

Name: Charles F. Stone

Title: Senior Economist

Office: Council of Economic Advisors, Executive Office of the

President

Meeting: OECD?s Workshop on ?Making Work Pay?

Date: September 10-11, 1999

Travel Dates: Leave Washington DC:  September 8, 1999
Arrive Paris, France: September 9, 1999

Leave Paris, France: September 12, 1999
Arrive Washington DC: September 12, 1999



ey, Sandra.WILSON@oecd.org
27757 00/01/99 02:15:14 PM

Record Type: Record

To: Noah Y. Weisberger/CEA/EOP

cc:
Subject: RE: FW: Workshop on "making work pay"

Noah,

I'm not sure if there is an official invitation but Chad Stone
should let the workshop organizers know that he plans to attend. This would
ensure that he is issued a badge (necessary to gain admittance to the
building), given a place at the table, sent all the meeting documents, that
sort of thing.

Mark Pearson should be notified of Chad's participation. His
telephone number is (33 1) 45 24 92 69. Alternatively, notify Peter Scherer
(331) 45 24 91 98, the head of the division.

Sandra

Sandra Wilson at OECD Washington Center
2001 L Street NW Suite 650

Washington, DC 20036-4922

Ph 202-822-3866 / Fax 202-785-0350
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Organisation de Coopération et de Développement Economiques OLIS : 29-Jul-1999

Organisation for Economic Co-operation and Development Dist. : 30-Jul-1999
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ENVIRONMENT DIRECTORATE
ECONOMICS DEPARTMENT

ANNOTATED AGENDA FOR THE HIGH LEVEL MEETING ON
CLIMATE CHANGE

13 September 1999

To be held at the French Ministry of Finance, Economy and Industry, Salle de Commission, Centre de
Conférence Pierre Mendes-France; 139, rue de Bercy 75012 Paris

Contact: Mr. Marco MIRA D'ERCOLE (Marco.Mira@oecd.org)

80327

Document complet disponible sur OLIS dans son format d'origine
Complete document available on OLIS in its original format




31 August, 1999 COM/ENV/EPOC/ECO/CPE/A(99)75

OECD HIGH LEVEL MEETING ON CLIMATE CHANGE
UNDER THE AUSPICES OF THE ECONOMIC POLICY COMMITTEE AND OF THE
ENVIRONMENT POLICY.COMMITTEE

To be held at the French Ministry of Finance, Economy and Industry
Salle de Commission, Centre de Conférence Pierre Mendeés-France
139, rue de Bercy 75012 Paris

13 September 1999

Background

1. In the context of the OECD sustainable development initiative, the work on climate change has
been intensified in order to assist member countries to respond to the challenges of the implementation of
the Kyoto Protocol. The Progress Report on Sustainable Development provides in chapter 3 the most
recent summary of work carried out since the meeting of COP 4 in Buenos Aires (November 1998). The

discussion of the Progress Report by the Executive Committee in Special Session (ECSS) on 4-5 May,

resulted in the following statement by the Chairman of the ECSS:

“Delegates discussed OECD work on sustainable development. The OECD was widely viewed as
being the right place for analysing and modelling the respective costs of various Kyoto flexibility
mechanisms to address climate change and the multi-disciplinary issues raised by sustainable
development in general. Delegates suggested that members of the OECD's Environmental Committee
and Economic Policy Committee meet Jointly to discuss the most efficient means of meeting Kyoto
emissions goals.”

2. This meeting is in response to the ECSS request and is timed to be relevant to negotiations at
COP 5. The chairs of EPOC (Ms. Eldrid Nordbg) and Working Party n° 1 of EPC (Mr. Jean-Philippe
Cotis) will co-chair the meeting.

Objective of the meeting

3. The objective of the meeting is to enhance the understanding of various positions of member
states on the implementation of the Kyoto Protocol, supported by results of the analysis by the OECD
Secretariat. This should be accomplished through a structured and open discussion, without aiming at
binding conclusions.

Format and date of the meeting

4. The meeting will bring together high level officials from the economic, finance and environment
side of national administrations who influence national positions in climate change negotiations. and
address three themes:

1. Meeting the Kyoto targets.
- 2. Involving international business: voluntary agreements and competitiveness.
3. Further development of the co-operation with developing countries under the Convention.
5. Each of the main themes will be introduced by two high level officials, followed by discussion.

These introductory statements and the enclosed issues papers prepared by the Secretariat will form the
basis for the informal discussion.

1. See: “The OECD Three-Year Project on Sustainable Development: A Progress Report™.
PAC/AFF(99)1, Paris May 1999.
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OECD High-Level Meeting on Climate Change, 13 September 1999

To be held at the French Ministry of Finance, Economy and Industry
Salle de Commission, Centre de Conférence Pierre Mendés-France

139, rue de Bercy 75012 Paris

Agenda
10.00 | Introduction and welcome
» Thorvald Moe, Deputy Secretary General of the OECD
» Ms. Eldrid Nordbg, Co-Chair of the meeting, Ministry of Environment,
Norway
»  Mr. Jean-Philippe Cotis, Co-Chair of the meeting, Ministry of Finance,
Economy and Industry, France
10.30 | Meeting the Kyoto targets COM/ENV/EPOC/
ECO/CPE(99)76

The discussion will be introduced by:

» Mr. Jan Pronk, Minister of Housing, Spatial Planning and the
Environment, The Netherlands; and

» Mr. Seiji Shimpo, Vice Minister of International Affairs, Economic
Planning Agency, Japan.

Despite agreements on the objectives of the Kyoto Protocol, trends in most
OECD countries point to continued growth in emissions. While domestic
policies to limit these emissions are under development, they are either not
yet in place or insufficient to curb their growth. On the international side,
many features of the international mechanisms have still to be resolved, and
views differ on the extent to which these mechanisms should be relied upon
in meeting Kyoto targets. Discussion may focus on progress to date in the
introduction of abatement measures and into the advantages and costs of
various policy options.

Questions for discussion include:

» What types of domestic policies are countries implementing or planning
to work towards Kyoto objectives? Are these domestic policies
expected to be sufficient to achieve these objectives?

> What steps would be needed to facilitate effective policy responses,
including the flexibility mechanisms?

» How can countries work together to address some of the barriers to
implementation, and what role will caps have in this respect?
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13.00 | Lunch
15.00 | Involving international business: voluntary agreements and | COM/ENV/EPOC/
competitiveness ECO/CPE(99)77

The discussion will be introduced by:

» Mr. Caio Koch-Weser, State Secretary, Ministry of Finance, Germany;
and

» Ms. Gwen Andrews, Chief Executive Officer, Australian Greenhouse
Office, Australia.

Business concerns about the impact on international competitiveness of
domestic mitigation policies are an important constraint on government
policies. Voluntary agreements are a significant element in the mix of
measures to respond to climate, as they are perceived to address
competitiveness concerns and the need to accommodate companies’
differentiated abilities to respond to climate change. The discussion may
address the advantages and disadvantages of voluntary agreements as a
means to achieve least-cost reductions in emissions, and their scope for
mitigating concerns for competitiveness and leakage.

Questions for discussion include:

» What is the experience with voluntary agreements at the national and
international level in meeting Kyoto targets?

» Could voluntary agreements at the international level, including
unilateral corporate- or sector-wide agreements, advance the attainment
of Kyoto targets? What is the role of governments in their formulation
and monitoring?

» Will they help to address business concerns about competitiveness and
“leakage™?
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16.00 | Coffee
16.30 | Further development of the co-operation with developing countries | COM/ENV/EPOC/
under the Convention ECO/CPE(99)78

The discussion will be introduced by:

> Mr. Robert Z. Lawrence, Member-Nominee, Council of Economic
Advisors, United States; and

» Mr. Fernando Tudela, Coordinator of Advisors to the Minister, Ministry
of Environment, Renewable Resources and Fisheries, Mexico.

Developing countries have a crucial role to play if the target of stabilising
atmospheric concentrations of greenhouse gases is to be met at some stage.
Efforts to reduce their emissions may bring additional benefits, e.g. they
can also reduce local air pollution and improve energy efficiency, which
will enhance economic and environmental performance. At the same time,
these countries have legitimate development needs and can point to low
emissions per capita as well as to low historical emissions. On this
background, the discussion could focus on strategies for integrating climate
change goals with the promotion of sustainable development in developing
countries.

Questions for discussion include:
> "What are the main elements of a framework for extending commitments
to all countries, in particular to developing countries, under the

Convention?

»  Which types of commitments appear to better reconcile international
and domestic policy priorities?

» What issues should be considered in sharing the burden of climate
change commitments at the global level?
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Record Type: Record

To: See the distribution list at the bottom of this message

cc:
Subject: OECD HLM on Climate Change

Messrs. Lawrence and Weisberger -- Since this will be my first email message
to you, I will fax this as well but will to try to use email as much as
possible in the future. Please pass to Joe Aldy.

The OECD Secretariat advised us today that, because Mr. Lawrence is a lead
speaker, the US delegation may have another seat in the meeting if it wishes
to do so. The Secretariat is also considering (but has not confirmed)
adding a room for auditors, to allow missions to listen to the discussion,
report on the meeting and if necessary follow up. Itis up to Mr. Lawrence,
as head of delegation, to determine who (if anyone) will occupy the
additional seat. We are not aware of any specific requests from other
agencies to attend the meeting at this time. If it turns out that there

will not be a listening room, then John Weeks suggests we reserve the third
seat for a USOECD notetaker. Please let us know your preference.

We relayed to the Finnish mission your interest in attending the dinner on
Sunday evening if your arrival time allowed. The Finns have set the time for
the dinner at 8:30 PM, to allow those traveling (from within as well as
outside Europe) to attend. This should give you just enough time to clear
customs, check in at your hotel, and taxi to the dinner. We can arrange for
a driver for these trips but will need fiscal data to cover the cost.

Again, let us know if we can assist.

Messrs. Hambley, Miotke and Fennerty -- The August 12 letter to Mr.

Lawrence from Marco Mira d’Ercole of DSYG Moe's office on the HLM included
the annotated agenda and three documents for the meeting. We have not
succeeded in downloading these documents from the OECD Online Info Service
to forward them to Amb. Hambley and suspect you may have similar

difficulties. Let us know if you need copies, or get in touch with Noah
Weisberger or Joe Aldy at CEA.

We are waiting for arrival/departure info from Amb. Hambley in order to make
hotel reservations. Please let us know ASAP.

Message Sent To:




Robert Z. Lawrence/CEA/EOP

Noah Y. Weisberger/CEA/EOP

"(OES) Hambley, Mark G" <HambleyMG@state.gov>
"(OES) Miotke, Jeffery A" <MiotkeJA@state.gov>
"Fennerty, John J" <FennertyJJ2@state.gov>



TO 202-3%5-56958

EASYLINK 26031668001 31AUG99 14:45/14:45 EST
FROM: 62029160

TO:

AMERICAN EXPRESS TRAVEL
2023956958

SALES PERSON: 50 ITINERARY
CUSTOMER NBR: 1695000020 TBITYI

TO: AMERICAN EXPRESS TRAVEL
QEOQB ROOM 87
WASHINGTON DC 20502
TEL 202-456-2250/FaX 202-456-6670

FOR: LAWRENCE/ROBERT

SEP 99 - SUNDAY
AIR  UNITED AIRLINES FLT:914 BUSINESS
LV WASHINGTON DULLES B0SP

SEP 39 - MONDAY
AR PARIS DE GAULLE 7154
ARRIVE: AERQGARE |
LAWRENCE/ROBERT  SEAT-15B

SEP 99 - WEDNESDAY

AIR  UNITED AIRLINES FLT:915 BUSINESS
LV PARIS DE GAULLE 100P
DEPART: AEROGARE |
AR WASHINGTON DULLES 320P

LAWRENCE/ROBZRT  SEAT-15H

MAR 00 - SUNDAY
OTHER WASHINGTON

CONTINUED ON PAGE 2

J1AUGS9 1 445EST 26031663

DATE: 31 AUG 99
PAGE: 01

EQP: BOEING 777
07HR 10MIN

NON-STOP
REF: TRICES

EQP: BOEING 777
08HR 20MIN
NON-STOP

REF: TRICEB

PAGE
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