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News

Oxford: 28-May-2007 19:00 Eastern US Time
European emissions trading scheme works

The European Union’s emissions trading scheme is the most important achievement to date in climate policy. This is the conclusion of articles in the first issue of a new journal, Review of Environmental Economics and Policy. 

But Europe emits only a fifth of global greenhouse gases. So the authors also conclude that a worldwide climate policy is needed. 

The articles are by leading environmental economists. They review how well the European Union’s emissions trading scheme has worked in the first two years of its three-year trial, from 2005 to 2007. 

The emissions trading scheme is an ambitious effort to correct for the failure of the economic system that is causing climate change. It aims to deliver the reduced carbon dioxide (CO2) emissions the EU has agreed to under the Kyoto Protocol. 

The scheme works like this. An industrial plant or electric utility that uses a lot of energy is allowed to buy the rights to emit CO2. So the more it emits the more money it costs. This creates pressure on the company to reduce its emissions and save money. 

The European Union has succeeded in placing a price on CO2. And this price is starting to reflect the limited ability of the atmosphere to absorb more greenhouse gases. 

The scheme is easily the largest emissions trading scheme in the world. It covers about half the CO2 emissions in a region that produces 17% of the world’s energy-related CO2 emissions. The value traded so far is estimated at 14.7 billion euros ($18.86 billion). 

The papers discuss the key role played by the European Commission in establishing the emissions trading scheme. Its main role was to make allowances scarce. This made them valuable enough to be traded. 

At the beginning all the countries in the EU put claims to the Commission for the number of allowances that would go to each of them. The Commission reduced these numbers in 14 of the 25 countries. The total reduction was almost 100 million tonnes of CO2 a year. 

The first year of the scheme was 2005. A review of emissions for this year showed that actual emissions were about 80 million tonnes of CO2  less than the allowances. This was about 4% of the EU’s intended maximum emissions. 

The emissions were greater than the allowances in only 6 of the 25 EU countries. These were the UK, Ireland, Spain, Italy, Austria and Greece. Organisations might have reduced their emissions by any of several methods. 

These include improvements in technology, investment in energy efficiency or switching to fuels that emit lower levels of CO2. 

Allowances were greater than emissions for two reasons. One was that too many were given to some countries and sectors. But the other was that emissions actually did fall in 2005 because of the price of the allowances. 

Allowance prices in the first year of the emissions trading scheme were higher than expected by analysts and academics. Between July 2005 and April 2006, the allowance price was consistently being bought and sold above the 21-30 euro range. 

A persistently high price in a market with many trades between sophisticated players is good evidence that the scheme works. Emissions are being reduced. 

Analysis of the actual emissions data confirms this. It suggests that they fell by about 7%. 

The Commission intends to encourage further reductions by making the 2008-12 allowances lower than those in 2005-07. It will reduce the allowance totals proposed by 10 member states to less than 90% of their trial-period values. 

The papers conclude that the EU emissions trading scheme is important because of its size and the number of countries taking part. It shows that emissions trading works. 

There are signs that the scheme has laid the groundwork for a global system. But if CO2 emissions are to be reduced worldwide then we need a worldwide emissions-reducing system. It would be difficult to create such a global system. 

One problem is that there is no world equivalent of the European Commission. A worldwide community of interest among countries does not exist. So emissions trading in developing countries might not be a realistic goal any time soon. Other national initiatives are unlikely to link to the European emissions trading scheme. Different methods need to be looked at. 

The long-term future of the European emissions trading scheme seems promising. But the European Union produces not much more than a fifth of global greenhouse gas emissions. This share will shrink as time passes. 

The European emissions trading scheme is an act of faith. By leading the way Europe hopes that more countries will follow its example. 

But this will not happen if current discussions fail to lead to a global system that suits everybody. 

Notes to editors

   1. The new journal, the Review of Environmental Economics and Policy, is edited by Dr. Robert Stavins (Harvard University), with co-editors Carlo Carraro (University of Venice) and Charles Kolstad (University of California, Santa Barbara), with an international editorial board of 26 leading environmental economists. Review of Environmental Economics and Policy is published by Oxford Journals, a division of Oxford University Press[4].

   2. The contributors to the symposium are: Dr Denny Ellerman (MIT), Dr Barbara Buchner (Fondazione Eni Enrico Mattei), Professor Frank Convery and Mr Luke Redmond (both of University College Dublin), Mr Joseph Kruger (National Commission on Energy Policy), and Professor Wallace Oates (University of Maryland) and Dr William Pizer (Resources for the Future)

   3. PDF version of the whole issue is available online now at: http://www.oxfordjournals.org/our_journals/reep/press_releases/freepdf/issue1.pdf
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Flesch-Kincaid Grade level: 8.7

Word bank
Pupils will not know some of the words used in the text. Meanings are given below, followed by an exercise in matching words and meanings. 

Teachers may choose to provide some or all of the meanings to help pupils read and understand the story. An approach that leads to better learning is to ask pupils to complete as much of Activity 1 as possible during their first encounter with the text.

By tackling this exercise and those that follow – which are known collectively as directed activities related to texts (DARTs) – pupils can engage with a piece of writing, and learn a great deal from it, even when many of its ideas and words are unfamiliar to them.


Word
Meaning

1
absorb
take in; swallow up

2
academics
people who teach and do research in a university 

3
achievement
something gained by effort

4
ambitious
challenging

5
analysts
people who examine something closely

6
atmosphere
the mixture of gases that surrounds the Earth

7
authors
the writers of a scientific paper

8
billion
one thousand million

9
carbon dioxide
a greenhouse  gas produced by burning fossil fuels

10
climate
average weather over a long period

11
climate change
change in average weather; usually means global warming caused by humans

12
community
large number of people with the same aims and reasons for doing things

13
conclude
decide by reasoning

14
conclusion
the summing-up of an article; the ending

15
consistently
keeping to a pattern; not changing

16
data
pieces of information; measurements

17
developing countries
countries with low value of goods produced and low income per person

18
economic
to do with how money is used and how goods and services are provided and used

19
economists
experts in economics

20
efficiency
the ability to do work well

21
emissions
things given off

22
emit 
give off

23
energy-related
arising from the use or production of energy

24
environmental
to do with everything in the world that has an effect on living things

25
equivalent
equal in importance or value; matching

26
establishing
setting up well so that it lasts a long time

27
European Union
large group of European countries that have agreed to work together

28
evidence
reason to believe something

29
fossil fuels
fuels such as coal, oil and gas made from fossilized remains of long-dead plants

30
fossilized
turned into a form that can be preserved for a long time in the earth

31
global
worldwide

32
greenhouse effect
warming caused by energy from the sun trapped by greenhouse gases

33
greenhouse gases
gases that cause the greenhouse effect; mainly water vapor, carbon dioxide and methane

34
groundwork
work that shows how things can be done and makes further work easier 

35
income
pay; what a person earns by working

36
initiatives
first steps in tackling something

37
investment
using time and money to improve something

38
issue
a particular edition of a newspaper or magazine

39
journal
magazine in which experts report their work

40
Kyoto Protocol
international agreement that sets targets for greenhouse gas emissions

41
limited
not great

42
market
people coming together to buy and sell

43
maximum
greatest allowed

44
persistently
in a lasting way

45
policy
aims or plan of action of an organisation

46
research
careful study to find out facts or information

47
review
look back on

48
role
purpose

49
scheme
plan of action

50
sectors
parts of something

51
sophisticated
smart and experienced

52
system
set of parts that are organized to work together as one thing

53
technology
equipment used for the job

54
tonne
one thousand kilograms

55
traded
bought or sold

56
trading
buying or selling 

57
utility
company that provides gas, water or electricity

Activity 1

Mixed-up meanings

Pupils should try to fill in the blanks in the final column with the words that match the meanings. The words needed are listed, but not necessarily in the right order, in the first column.

This exercise should not be tackled in isolation, but by a reader with access to the story itself: The contexts in which words are used provide powerful clues to their meanings.  


Word
Meaning
Word should be

1
absorb
large group of European countries that have agreed to work together


2
academics
warming caused by energy from the sun trapped by greenhouse gases


3
achievement
international agreement that sets targets for greenhouse gas emissions


4
ambitious
experts in economics


5
analysts
purpose


6
atmosphere
people who teach and do research in a university 


7
authors
to do with everything in the world that has an effect on living things


8
billion
not great


9
carbon dioxide
people coming together to buy and sell


10
climate
fuels such as coal, oil and gas made from fossilized remains of long-dead plants


11
climate change
equipment used for the job


12
community
the writers of a scientific paper


13
conclude
the ability to do work well


14
conclusion
set of parts that are organized to work together as one thing


15
consistently
greatest allowed


16
data
smart and experienced


17
developing countries
plan of action


18
economic
worldwide


19
economists
arising from the use or production of energy


20
efficiency
aims or plan of action of an organisation


21
emissions
take in; swallow up


22
emit 
parts of something


23
energy-related
work that shows how things can be done and makes further work easier 


24
environmental
pieces of information; measurements


25
equivalent
a particular edition of a newspaper or magazine


26
establishing
give off


27
European Union
setting up well so that it lasts a long time


28
evidence
pay; what a person earns by working


29
fossil fuels
the mixture of gases that surrounds the Earth


30
fossilized
keeping to a pattern; not changing


31
global
reason to believe something


32
greenhouse effect
magazine in which experts report their work


33
greenhouse gases
one thousand million


34
groundwork
challenging


35
income
things given off


36
initiatives
the summing-up of an article; the ending


37
investment
to do with how money is used and how goods and services are provided and used


38
issue
people who examine something closely


39
journal
a greenhouse  gas produced by burning fossil fuels


40
Kyoto Protocol
using time and money to improve something


41
limited
turned into a form that can be preserved for a long time in the earth


42
market
decide by reasoning


43
maximum
in a lasting way


44
persistently
countries with low value of goods produced and low income per person


45
policy
buying or selling 


46
research
bought or sold


47
review
something gained by effort


48
role
first steps in tackling something


49
scheme
equal in importance or value; matching


50
sectors
gases that cause the greenhouse effect; mainly water vapor, carbon dioxide and methane


51
sophisticated
one thousand kilograms


52
system
large number of people with the same aims and reasons for doing things


53
technology
careful study to find out facts or information


54
tonne
change in average weather; usually means global warming caused by humans


55
traded
average weather over a long period


56
trading
look back on


57
utility
company that provides gas, water or electricity


Activity 2

Comprehension 

1. What is the main conclusion of this set of articles?

2. What is the second conclusion?

3. How long is the European Union’s emissions trading scheme set to last?

4. What was it designed to do?

5. The emissions trading scheme works, say the researchers. It does reduce the amount of carbon dioxide that companies are releasing into the atmosphere. How does it do that?

6. What percentage of the world’s energy-related carbon dioxide emissions are produced by Europe?

7. Why did the European Commission have to make allowances scarce?

8. In how many countries were emissions greater than allowances?

9. How many countries are there in the EU?

10. So in how many countries were emissions less than or equal to allowances?

11. Name three countries that exceeded their allowed amount of emissions?

12. The writer suggests three methods that countries might have used to reduce their emissions. State two of them.

13. For one of your chosen methods explain in one sentence how it might work.

14. The writer says that allowances were greater than emissions for two reasons. Which of these means that the scheme was working?

15. Allowance prices were higher than the experts expected in the first year of trading. What is this evidence for?

16. This conclusion was drawn just from the price of the allowances. What other evidence did the researchers look at to see if the conclusion was correct?
17. How does the Commission plan to reduce emissions further?

18. The researchers conclude that the European emissions trading scheme is important for three reasons: It is big, many countries are taking part, and most important of all it -----.

19. State one reason that the European scheme is unlikely to be extended to cover the whole world.

20. Explain what the writer means when she says that the European emissions trading scheme is “an act of faith”.

21. Is the conclusion of this article optimistic or pessimistic?

22. Explain your reasons for the answer you gave to the previous question.

Activity 3

Find the missing word
Pupils should try to fill in the blanks using clues from the rest of the sentence. When in doubt, the length of each blank indicates the length of the missing word. A complete list of words that belong in the blanks is provided at the end of the passage.

European emissions trading scheme works

The European Union's emissions trading ______ is the most important achievement to date in climate ______. This is the conclusion of articles in the _____ issue of a new journal, Review of Environmental Economics ___ Policy. 

But Europe emits only a fifth of global __________ gases. So the authors also conclude that a worldwide _______ policy is needed. 

The articles are by leading environmental __________. They review how well the European Union's emissions _______ scheme has worked in the first two years of ___ three-year trial, from 2005 to 2007. 

The emissions trading ______ is an ambitious effort to correct for the failure __ the economic system that is causing climate change. It ____ to deliver the reduced carbon dioxide (CO2) emissions the __ has agreed to under the Kyoto Protocol. 

The scheme _____ like this. An industrial plant or electric utility that ____ a lot of energy is allowed to buy the ______ to emit CO2. So the more it emits the ____ money it costs. This creates pressure on the company __ reduce its emissions and save money. 

The European Union ___ succeeded in placing a price on CO2. And this _____ is starting to reflect the limited ability of the __________ to absorb more greenhouse gases. 

The scheme is easily ___ largest emissions trading scheme in the world. It covers _____ half the CO2 emissions in a region that produces ___ of the world's energy-related CO2 emissions. The value traded __ far is estimated at 14.7 billion euros ($18.86 billion). 

The papers discuss the key role played by the ________ Commission in establishing the emissions trading scheme. Its main ____ was to make allowances scarce. This made them valuable ______ to be traded. 

At the beginning all the countries __ the EU put claims to the Commission for the ______ of allowances that would go to each of them. ___ Commission reduced these numbers in 14 of the 25 _________. The total reduction was almost 100 million tonnes __ CO2 a year. 

The first year of the scheme ___ 2005. A review of emissions for this year showed ____ actual emissions were about 80 million tonnes of CO2  less than the allowances. This was about 4% of ___ EU's intended maximum emissions. 

The emissions were greater than ___ allowances in only 6 of the 25 EU countries. _____ were the UK, Ireland, Spain, Italy, Austria and Greece. _____________ might have reduced their emissions by any of several _______. 

These include improvements in technology, investment in energy __________ or switching to fuels that emit lower levels of ___. 

Allowances were greater than emissions for two reasons. ___ was that too many were given to some countries ___ sectors. But the other was that emissions actually did ____ in 2005 because of the price of the allowances. 

Allowance prices in the first year of the emissions _______ scheme were higher than expected by analysts and academics. _______ July 2005 and April 2006, the allowance price was ____________ being bought and sold above the 21-30 euro range. 

A persistently high price in a market with many ______ between sophisticated players is good evidence that the scheme _____. Emissions are being reduced. 

Analysis of the actual _________ data confirms this. It suggests that they fell by _____ 7%. 

The Commission intends to encourage further reductions by ______ the 2008-12 allowances lower than those in 2005-07. It ____ reduce the allowance totals proposed by 10 member states __ less than 90% of their trial-period values. 

The papers ________ that the EU emissions trading scheme is important because __ its size and the number of countries taking part. __ shows that emissions trading works. 

There are signs that ___ scheme has laid the groundwork for a global system. ___ if CO2 emissions are to be reduced worldwide then __ need a worldwide emissions-reducing system. It would be difficult __ create such a global system. 

One problem is that _____ is no world equivalent of the European Commission. A _________ community of interest among countries does not exist. So _________ trading in developing countries might not be a realistic ____ any time soon. Other national initiatives are unlikely to ____ to the European emissions trading scheme. Different methods need __ be looked at. 

The long-term future of the European _________ trading scheme seems promising. But the European Union produces ___ much more than a fifth of global greenhouse gas _________. This share will shrink as time passes. 

The ________ emissions trading scheme is an act of faith. By _______ the way Europe hopes that more countries will follow ___ example. 

But this will not happen if current discussions ____ to lead to a global system that suits everybody. 

These are all the words that belong in the blanks:
17%, about, about, aims, and, and, atmosphere, Between, But, climate, CO2, conclude, consistently , countries, economists, efficiency, emissions, emissions, emissions, emissions , enough, EU, European, European, fail, fall, first, goal, greenhouse, has, in, It, its, its, leading, link, making, methods, more, not, number, of, of, of, One, Organisations, policy, price, rights, role, scheme, scheme, so, that, the, The, the, the, the, there, These, to, to, to, to, trades, trading, trading, uses, was, we, will, works, works, worldwide

Answer Key:

European emissions trading scheme works

The European Union's emissions trading scheme is the most important achievement to date in climate policy. This is the conclusion of articles in the first issue of a new journal, Review of Environmental Economics and Policy. 

But Europe emits only a fifth of global greenhouse gases. So the authors also conclude that a worldwide climate policy is needed. 

The articles are by leading environmental economists. They review how well the European Union's emissions trading scheme has worked in the first two years of its three-year trial, from 2005 to 2007. 

The emissions trading scheme is an ambitious effort to correct for the failure of the economic system that is causing climate change. It aims to deliver the reduced carbon dioxide (CO2) emissions the EU has agreed to under the Kyoto Protocol. 

The scheme works like this. An industrial plant or electric utility that uses a lot of energy is allowed to buy the rights to emit CO2. So the more it emits the more money it costs. This creates pressure on the company to reduce its emissions and save money. 

The European Union has succeeded in placing a price on CO2. And this price is starting to reflect the limited ability of the atmosphere to absorb more greenhouse gases. 

The scheme is easily the largest emissions trading scheme in the world. It covers about half the CO2 emissions in a region that produces 17% of the world's energy-related CO2 emissions. The value traded so far is estimated at 14.7 billion euros ($18.86 billion). 

The papers discuss the key role played by the European Commission in establishing the emissions trading scheme. Its main role was to make allowances scarce. This made them valuable enough to be traded. 

At the beginning all the countries in the EU put claims to the Commission for the number of allowances that would go to each of them. The Commission reduced these numbers in 14 of the 25 countries. The total reduction was almost 100 million tonnes of CO2 a year. 

The first year of the scheme was 2005. A review of emissions for this year showed that actual emissions were about 80 million tonnes of CO2  less than the allowances. This was about 4% of the EU's intended maximum emissions. 

The emissions were greater than the allowances in only 6 of the 25 EU countries. These were the UK, Ireland, Spain, Italy, Austria and Greece. Organisations might have reduced their emissions by any of several methods. 

These include improvements in technology, investment in energy efficiency or switching to fuels that emit lower levels of CO2. 

Allowances were greater than emissions for two reasons. One was that too many were given to some countries and sectors. But the other was that emissions actually did fall in 2005 because of the price of the allowances. 

Allowance prices in the first year of the emissions trading scheme were higher than expected by analysts and academics. Between July 2005 and April 2006, the allowance price was consistently being bought and sold above the 21-30 euro range. 

A persistently high price in a market with many trades between sophisticated players is good evidence that the scheme works. Emissions are being reduced. 

Analysis of the actual emissions data confirms this. It suggests that they fell by about 7%. 

The Commission intends to encourage further reductions by making the 2008-12 allowances lower than those in 2005-07. It will reduce the allowance totals proposed by 10 member states to less than 90% of their trial-period values. 

The papers conclude that the EU emissions trading scheme is important because of its size and the number of countries taking part. It shows that emissions trading works. 

There are signs that the scheme has laid the groundwork for a global system. But if CO2 emissions are to be reduced worldwide then we need a worldwide emissions-reducing system. It would be difficult to create such a global system. 

One problem is that there is no world equivalent of the European Commission. A worldwide community of interest among countries does not exist. So emissions trading in developing countries might not be a realistic goal any time soon. Other national initiatives are unlikely to link to the European emissions trading scheme. Different methods need to be looked at. 

The long-term future of the European emissions trading scheme seems promising. But the European Union produces not much more than a fifth of global greenhouse gas emissions. This share will shrink as time passes. 

The European emissions trading scheme is an act of faith. By leading the way Europe hopes that more countries will follow its example. 

But this will not happen if current discussions fail to lead to a global system that suits everybody. 

Activity 4

What kind of statement?
Students should read the news story on page 1 about the latest scientific research, and highlight phrases or sentences according to the following key (or any other way of indicating the different types of statement that can be done with the resources in their pockets or in your classroom):

Existing knowledge

Aims/reasons for doing the research

Technology and methods

New findings or developments

Hypothesis

Prediction

Evidence
Issues and applications

Normally no more than one phrase or sentence should be highlighted in each paragraph, unless the reader decides that a particular paragraph contains several really important ideas. 

Usually the decision will not be too difficult. But choosing between, say, hypotheses and new findings can sometimes be tricky. There isn’t always an obviously right or wrong answer, even to the scientists themselves. 

Pupils should be encouraged not to agonize too long over their choice of statement type, but to be prepared to give reasons for their decisions. 

Note: A hypothesis is a “tentative explanation that leads to predictions that can be tested by experiment or observation”.
Answer Key: (This is an illustrative set of choices. There are many others.)

European emissions trading scheme works

The European Union’s emissions trading scheme is the most important achievement to date in climate policy. This is the conclusion of articles in the first issue of a new journal, Review of Environmental Economics and Policy. 

But Europe emits only a fifth of global greenhouse gases. So the authors also conclude that a worldwide climate policy is needed. 

The articles are by leading environmental economists. They review how well the European Union’s emissions trading scheme has worked in the first two years of its three-year trial, from 2005 to 2007. 

The emissions trading scheme is an ambitious effort to correct for the failure of the economic system that is causing climate change. It aims to deliver the reduced carbon dioxide (CO2) emissions the EU has agreed to under the Kyoto Protocol. 

The scheme works like this. An industrial plant or electric utility that uses a lot of energy is allowed to buy the rights to emit CO2. So the more it emits the more money it costs. This creates pressure on the company to reduce its emissions and save money. 

The European Union has succeeded in placing a price on CO2. And this price is starting to reflect the limited ability of the atmosphere to absorb more greenhouse gases. 

The scheme is easily the largest emissions trading scheme in the world. It covers about half the CO2 emissions in a region that produces 17% of the world’s energy-related CO2 emissions. The value traded so far is estimated at 14.7 billion euros ($18.86 billion). 

The papers discuss the key role played by the European Commission in establishing the emissions trading scheme. Its main role was to make allowances scarce. This made them valuable enough to be traded. 

At the beginning all the countries in the EU put claims to the Commission for the number of allowances that would go to each of them. The Commission reduced these numbers in 14 of the 25 countries. The total reduction was almost 100 million tonnes of CO2 a year. 

The first year of the scheme was 2005. A review of emissions for this year showed that actual emissions were about 80 million tonnes of CO2  less than the allowances. This was about 4% of the EU’s intended maximum emissions. 

The emissions were greater than the allowances in only 6 of the 25 EU countries. These were the UK, Ireland, Spain, Italy, Austria and Greece. Organisations might have reduced their emissions by any of several methods. 

These include improvements in technology, investment in energy efficiency or switching to fuels that emit lower levels of CO2. 

Allowances were greater than emissions for two reasons. One was that too many were given to some countries and sectors. But the other was that emissions actually did fall in 2005 because of the price of the allowances. 

Allowance prices in the first year of the emissions trading scheme were higher than expected by analysts and academics. Between July 2005 and April 2006, the allowance price was consistently being bought and sold above the 21-30 euro range. 

A persistently high price in a market with many trades between sophisticated players is good evidence that the scheme works. Emissions are being reduced. 

Analysis of the actual emissions data confirms this. It suggests that they fell by about 7%. 

The Commission intends to encourage further reductions by making the 2008-12 allowances lower than those in 2005-07. It will reduce the allowance totals proposed by 10 member states to less than 90% of their trial-period values. 

The papers conclude that the EU emissions trading scheme is important because of its size and the number of countries taking part. It shows that emissions trading works. 

There are signs that the scheme has laid the groundwork for a global system. But if CO2 emissions are to be reduced worldwide then we need a worldwide emissions-reducing system. It would be difficult to create such a global system. 

One problem is that there is no world equivalent of the European Commission. A worldwide community of interest among countries does not exist. So emissions trading in developing countries might not be a realistic goal any time soon. Other national initiatives are unlikely to link to the European emissions trading scheme. Different methods need to be looked at. 

The long-term future of the European emissions trading scheme seems promising. But the European Union produces not much more than a fifth of global greenhouse gas emissions. This share will shrink as time passes. 

The European emissions trading scheme is an act of faith. By leading the way Europe hopes that more countries will follow its example. 

But this will not happen if current discussions fail to lead to a global system that suits everybody. 
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