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(Emissions Desk)

The good news: Emissions trading works. The bad news: except when it doesn’t. These

two very distinct outcomes have surfaced in new studies of the Regional Greenhouse Gas

Initiative (RGGI) in the northeastern United States and the Emissions Trading Scheme in

Europe.

RGGI is the success story. Researchers from Duke University published findings last

week that the cap-and-trade system has trumped other carbon-reducing projects by

preventing a 24 percent increase in CO2 emissions from the region’s electricity sector.

Econometric analysis parsed dips in emissions caused by low natural gas prices,

recession and other factors from reductions the program generated. The result: Economic,

price and regulatory factors did contribute to emission reductions, but RGGI reduced it

the most. Without this combination of factors, the region’s emissions could have been 50

percent higher, according to the study published in Energy Economics.

The study’s lead author, Duke Environmental Economics Program Director Brian

Murray, said there’s a larger takeaway from the RGGI study. “The findings suggest that

emissions trading could be a cost-effective strategy for states now considering how to

comply with EPA’s recently issued regulations aimed at reducing CO2 emissions from

power plants.”

Across the pond it’s quite a different story. A lengthy report from the Stockholm

Environment Institute examined problems with the joint implementation (JI) of the Clean

Development Mechanism, a facet of the Kyoto Protocol that allows emitters to buy

carbon credits generated by offsetting clean power projects in other countries, rather than

reducing their domestic emissions. Since greenhouse gases are the same worldwide,

where the emissions are released isn’t important, only how much is emitted.

But Swedish researchers investigating “lessons learned” about the design of carbon

market mechanisms found that the JI may have allowed an additional 600 million metric

tons of carbon dioxide (tCO2) to be emitted than if countries had met emissions targets

domestically. Why? Because countries are supposed to cancel one of their allowances for

each offset, called an emission reduction unit (ERU), generated by a JI project. Recall

that many countries were found to have a surplus of allowances and you can see the

problem: Nations simply used their abundance of allowances to cover the offset – no

trade-off in actual emissions occurred. About 95 percent of ERUs were used by countries

with large allowance surpluses.

“The implications for the European Union’s Emissions Trading System are particularly

serious,” the study said. “As of April 2015, more than 560 million ERUs had been used

in the EU ETS.” This means the JI may have undercut Europe’s emission reduction target

by 400 million tons.

Add to this that not all ERU’s are created equal. Germany, Poland, Ukraine and Russia

are the host countries that have issued nearly all the offsets – over 800 million ERUs –



based on nearly 500 emission-reducing projects. But while German and Polish projects

had high levels of environmental integrity, “an assessment of the project portfolio in each

country indicates significant environmental integrity concerns for more than 80 percent

of ERUs from Russia and Ukraine.”

All of this has significant implications for the new international agreement being

discussed at this year’s UN climate summit in Paris. The researchers suggested that any

kind of crediting mechanism may be suspect in the new agreement. They called for

monitoring that could prevent a repeat of the JI debacle. “Oversight of an international

market mechanism by the host country alone is insufficient to ensure environmental

integrity, in particular for countries with a significant (emissions allowance) surplus

which had no incentives to ensure environmental integrity.”

***

This week President Barack Obama said some major energy players are trying to stymie

consumer access to renewable energy resources in a move to preserve the “old, outdated

status quo.”

Speaking at a clean energy conference in Las Vegas, Obama listed many of the

advancements the US has made in expanding renewable energy development in recent

years. “America is making incredible progress on this issue. And that’s one of the reasons

why I recently committed this country to getting 20 percent of our energy from

renewables beyond hydroelectric power by 2030,” he said.

But “massive lobbying efforts” by fossil fuel interests, conservative think tanks and the

Koch brothers stand in stark contrast to the embrace of clean energy advancements by

major corporations, municipalities and federal agencies. These lobby efforts amount to

“rent seeking and trying to protect old ways of doing business and standing in the way of

the future. That's not the American way. That's not progress. That's not innovation,” the

president stated.

Though normally champions of the free market, these groups are “trying to undermine

competition in the marketplace, and choke off consumer choice, and threaten an industry

that’s churning out new jobs at a fast pace.” He said that approach is counterproductive to

building a strong future for the country, one that requires all comers, from utilities and

businesses to regulators and consumers, “seize the opportunities before us.”

Obama used the occasion of his clean energy speech to roll out a stack of new programs

that included a billion-dollar loan guarantee authority for state- and private sectordistributed energy projects, new homeowner energy efficiency and clean energy

incentives, $24 billion for a seven-state project to double the conversion power of solar

panels, and the approval of a transmission line to support a new 485-megawatt

photovoltaic facility in Riverside County, Calif.



The president said the new programs will help states meet targets in the Clean Power

Plan and meet several of his energy goals, among them an economy-wide 27 percent

reduction in emissions before 2005 levels, a 20 percent increase in non-hydro renewable

energy generation, and a doubling of energy productivity by 2030.
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