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To Italian and European decision-makers: 

3 concrete and technically feasible actions to... 

 

RELAUNCH EUROPEAN ECONOMY AND INDUSTRY 
enhancing environmental sustainability 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 
 
 

 

 

An increasing number of institutions, including the OECD, UN, IMF, World Bank and European Commission, 

consider essential to find a solution that would involve all the Countries in a common praxis of sustainable 

development. 
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assoRinnovabili IN SUMMARY 
assoRinnovabili (Association of producers, industries and services for renewable energy) gathers and represents 
producers of electricity from renewable energy sources, providers of professional services, technologies and active 
components of the renewable sector, in order to protect their rights and promote their interests nationally and 
internationally. assoRinnovabili is the first Italian association in terms of representativeness and one of the largest 
in Europe for number of associates and installed power. It currently has over 1,000 members with a total turnover 
of 10 billion euros (6 billion euros in Italy), approximately 20,000 employees (14,000 in Italy), more than 2,400 
plants, for a total of 21,000 MW of installed capacity (13,000 MW in Italy), which uses the wind forces, the power of 
water, the sun's rays and the vitality of nature to produce about 30 billion kWh per year, which correspond to a 
reduction of CO2 emissions of more than 16 million tons per year.  
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Introduction 
 

This document was created mainly with the aim of identifying - also in view of COP 21 - the solutions that are more 

effective than the current European system, the Emission Trading Scheme (ETS), in order to reduce CO2 emissions 

on a global scale and reward the sustainability of European industry. 

As shown in the latest report of the Intergovernmental Panel on Climate Change (IPCC), "it is extremely likely that 

human influence has been the dominant cause of the warming observed since the mid-twentieth century1”: if we do 

not manage to limit the rise in the average global temperature to 2°C, there will be an increase of frequency and 

intensity of extreme environmental phenomena, with a major impact on the quality and quantity of food and water 

resources, as well as on the wealth and prosperity of all nations. 

In addition to CO2 emissions and other greenhouse gases that have a harmful global effect, the burning of fossil 

fuels generates various other types of gas and dusts that cause serious damages at local level: as a matter of fact, 

cardiovascular and respiratory diseases are increasing alarmingly. Public spending on health care weighs heavily 

on countries’ budgets, and it will do so increasingly in the future, since in a few years environmental pollution will 

be the main cause of premature death 2. 

Earth is the most important asset we have, to preserve it is a duty in the interest of our children as well as 
ours. We must act now! 

With the recent fall in oil price - that will not last long 3 - policy makers are living a "magic moment" because, 

according to Maria van der Hoeven, the former executive director of the IEA (International Energy Agency), "they 

have the flexibility to eliminate the subsidies to the consumption of fossil fuels (in 2013 the amount of such subsidies 

worldwide was 550 billion dollars), to promote and strengthen mechanisms such as carbon pricing and carbon tax, 

and to fund research, development and implementation of clean energy 4”. 

Only renewable energies can make Europe more sustainable and less dependent on imports of fossil fuels from 

mostly non-democratic or politically unstable countries, such as Ukraine, Syria, Libya, Iraq, Kuwait ... 

In this scenario there is definitely the possibility and also the duty to promote environmental policies in line with 

European objectives of decarbonization, while ensuring: 

• increased competitiveness of European industries; 

• the maintenance of manufacturing processes in Europe, avoiding the "carbon leakage" (the relocation to 

countries environmentally more 'permissive'); 

• the introduction of appropriate production standards in countries today less attentive to sustainability, to 

enable them to continue exporting without losing market positions. 

                                                           

 
1 IPCC, Summary for Policymakers, 2013 in: Climate Change 2013: The Physical Science Basis. Contribution of Working Group 

I to the Fifth Assessment Report of the Intergovernmental Panel on Climate Change. 
2 OECD, Environmental Outlook to 2050. The Consequences of Inaction, 2012. 
3 Fatih Birol, Low oil prices will not last forever, IEA, 2014 Fatih Birol, Low oil prices will not last forever, IEA, 2014 

(http://www.thehindubusinessline.com/economy/low-oil-prices-will-not-last-forever-iea/article6605403.ece ). 
4 Maria van der Hoeven, Cheap Oil's Make-Or-Break Moment for Clean Energy, IEA, 2014 (http://www.huffingtonpost.com/maria-

van-der-hoeven/cheap-oils-make-or-break_b_6307970.html?utm_hp_ref=tw ). 

http://www.thehindubusinessline.com/economy/low-oil-prices-will-not-last-forever-iea/article6605403.ece
http://www.huffingtonpost.com/maria-van-der-hoeven/cheap-oils-make-or-break_b_6307970.html?utm_hp_ref=tw
http://www.huffingtonpost.com/maria-van-der-hoeven/cheap-oils-make-or-break_b_6307970.html?utm_hp_ref=tw
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The American climate fiction-disaster film “The day after tomorrow” by Roland Emmerich was released in 2004 and 

won several awards, among which the Environmental Media Award. If we want to avoid that the fictional catastrophic 

climatic events depicted in the film will become a tragic reality, we have to support a “Sustainable Industrial 

Revolution”, able to produce wealth and, at the same time, defeat climate-change caused by greenhouse gases.  

This document focuses mainly on this challenge, indicating three concrete and technically feasible actions. 

Many developing countries are reluctant to reduce their emissions (mistakenly fearing to slow their growth) as they 

believe that the historical responsibility for the current level of carbon dioxide and other greenhouse gases into the 

atmosphere is not due to them. The most economically advanced regions fear that their commitment to turn their 

economic and energy systems into green will not be enough to stem the rise of greenhouse gases, without a joint 

and globally coordinated effort. 

Our hope is that these positions find a point of mediation during the upcoming COP21 in December 2015. Europe 

can be, by the example it sets, the driving force of a 'virtuous circle', in which all countries (willingly or not) will raise 

their environmental and social standards, and our actions would allow the EU to continue without hesitation along 

its own path of development, combining environmental sustainability and economic competitiveness. 

 

 

Agostino Re Rebaudengo 

President assoRinnovabili 
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How to solve the problem: pros and cons of possible 
solutions 
 

A real and efficient re-launching of European industry must be based not only on the mere competition on cost but 

also on environmental and social sustainability. If we really want to preserve the environment and, at the same time, 

maintain our industrial competitiveness, we must not lower our standards (the highest in the world), but rather 

encourage non-European countries to raise their own. 

To support this process, we believe that among the possible solutions proposed, the most interesting are the 

following: 

1. extension of the ETS (Emissions Trading Scheme) system to producers who import into the European 

Union: 

pro - it could be the politically easiest way, as it would extend a mechanism already in place; 

cons - identifying the quantities of emissions from industrial sectors of all the non-EU countries (amounts 

which should provide a basis for the extension of the system) may lead to many extreme and concrete 

difficulties, both operationally and legally;  

2. introduction of a Border Adjustment Tax (BAT) on all products entering the EU; this tax would be calculated 

on the carbon content exceeding a benchmark defined by the corresponding European product: 

pro - it is very accurate because it is based on the CO2 content of the entire life cycle of the product, 

measured by methods such as LCA and Carbon Footprint; 

cons - it is not easy to turn into measures the results of complex and multidisciplinary analyses as LCA 

and Carbon Footprint; moreover, EU decisions on tax matters require the unanimous agreement of all the 

governments of the Member States; 

3. introduction of a Carbon Added Tax 5 (ICA - Imposta sul Carbonio Aggiunto), a tax scheme similar to VAT, 

attributing to each good or service (internally produced or imported) CO2 emissions standards related to 

the energy consumed (electricity, heat energy and transportation) throughout its production and distribution 

process: 

pro - this mechanism is less complex than the BAT, because it is based only on the emissions related to 

direct energy consumption during the production and distribution of goods (not to emissions throughout 

their entire life cycle); 

cons - as the BAT, the Tax on Carbon Added (ICA) is a tax measure which requires the unanimous consent 

of all Member States; moreover, there is a real risk of possible frauds linked to the certifications on green 

energy used throughout the manufacturing and distribution process, that non-EU producers might exhibit 

in order to pay a lower tax rate; finally, this tax measure requires the involvement of all the actors of each 

production chain, with an additional administrative burden. 

  

                                                           

 
5 Enea, Climate Change, Innovare i Meccanismi?, 2012. 
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The 3 actions proposed by assoRinnovabili 
 

Pending the desirable adoption of efficient Emissions Trading schemes or Carbon Tax in all non-
European countries, assoRinnovabili proposes to Italian and European decision-makers 3 actions 
clearly aimed at boosting European industry systematizing the best insights of the solutions just 
described: 
1. strengthening of the current Emissions Trading Scheme (ETS) in order to re-establish a long-term 

price signal, by introducing the Market Reserve Stabilizer 6 already planned and an increasing CO2 
floor price (as already done in the United Kingdom and France), as well as the increment of the 
linear reduction factor of free allowances from 1.74% per year to 2.2%, by 2021; 

2. the introduction of a Border Adjustment Tax (BAT) on imported goods and services in Europe, 
based only on emissions related to the energy used in their production and distribution process; 
to prevent fraudulent certification, the calculation will be based on the energy mix of the countries 
of origin (this action, even if simplified, is inspired by the ICA - Carbon Added Tax); 

3. the requirement for all products sold in Europe to indicate on labels the carbon emissions related 
to their production and, if relevant such as for automobiles, to their operation. This would 
encourage the consumption of eco-friendlier products. 

  

                                                           

 
6 Final adoption by the Energy Council of the European Union on 18 settembre 2015. 
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The 3 actions in detail 
 
1. Strengthening of the European Emission Trading Scheme (ETS) by introducing the already planned 

Market Stabilizer Reserve and a CO2 floor price.  

The ETS has a central role in EU policies fighting climate change. However, the economic recession, the 

overlap of complementary policies and the use of international credits have contributed to an oversupply of 

emission permits on the market; this is questioning the credibility and effectiveness of the ETS in encouraging 

the reduction of emissions. In the aim of reducing the current oversupply and stabilize the ETS market in the 

long term, the European institutions have recently agreed on whether to introduce a Stabilizer Market Reserve 

(MSR) aimed at absorbing the current surplus and make the ETS less sensitive to wide variations in the 

demand for shares, often associated with exogenous factors. This mechanism implicitly ensures to the 

operators that the value of emissions will not fall over, as it happened in the recent past, essentially replicating 

the positive effects triggered by the introduction of a minimum price of the market shares, avoiding the negative 

effects related to the rigidity of the system.  

While waiting for the market regularization, it is necessary to introduce a floor price increasing over time, based 

on the model already introduced in the UK, where it has been established a floor price of ETS amounting to 

20€ / t CO2 for the period 2016-2020, which in the next decade is expected to rise up to 30€; or in France, 

where it was set a price of 14.50€ / t CO2 in 2015 and 20 €/ t CO2 in 2016, that will rise to 56 € by 2020 and 

- as indicative target so far- to 100 € by 2030. This growth pattern over time of carbon price would enable 

companies to plan their way forward, starting a decrease of emissions which will not be traumatic in economic 

terms.  

Such a revision of the ETS system - in addition to the expected increase of the linear reduction factor for free 

allowances from 1.74% to 2.2% per year by 2021- is consistent with the transition of European economy 

towards decarbonization, as it ensures a stable and transparent price signal on which to base long term 

investment decisions. 

However, the preservation of European competitiveness remains a crucial issue in order to ensure a 

sustainable path towards decarbonization, which makes it desirable to extend the ETS system to producers 

exporting to the European Union.  

 

2. The introduction of a Border Adjustment Tax (BAT) on imported goods based only on CO2 emissions 
related to energy consumption. 

Many industries have expressed serious concern about the European climate and energy policies, arguing 

that the introduction of restrictions relating to excessive greenhouse gas emissions could inhibit the 

competitiveness of the European economy. These policies, if not supported by a binding global agreement, 

could cause the so-called phenomenon of "carbon leakage", resulting in a relocation of production activities 

(and emissions related to them) in non-EU countries, characterized by more permissive environmental 

policies. The free allocations have generated distortions in the ETS market and have not proved to be capable 

of structurally protecting the competitiveness of European manufacturing sector, which operates in a global 

market characterized by more permissive environmental standards and less efficient production processes. 
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Consequently, enhancing some considerations developed in the proposal of Carbon-Added Tax (ICA7), we 

propose the introduction of a Border Adjustment Tax (BAT) on imported goods and services in Europe, based 

only on emissions from energy used in the production and distribution of goods, or supply of services. In order 

to further simplify the mechanism it is also necessary to relate the tax to the energy production mix of the 

country of origin, thus avoiding the very real risk of frauds related to the certifications on green energy used 

that non-UE producers could supply in order to pay a lower tax rate.  

Moreover, this approach would also lead all governments to act much more promptly in order to modify their 

national energy production mix, where they were mostly using sources with high CO2 emissions (such as 

coal), then starting a "virtuous circle" of environmental sustainability . 

If in line with the obligations laid down by the ETS system, to which the domestic producers are already subject, 

the so configured BAT would not be discriminatory for third countries and would be compatible with the rules 

of the World Trade Organization (WTO). EU products, subject to the ETS, would continue to receive free 

allowances determined on the bases of benchmarks, with the obligation to purchase any missing allowances 

in the event of emissions exceeding the benchmark. 

Imported products, which are not directly subject to the ETS, would pay the BAT on the carbon content 

exceeding the benchmark of the corresponding European product.  

 

Carbon intensity of the manufacturing sector: 2011 

 
Source: Analysis of World Bank an United Nations Data by the Research Department of assoRinnovabili. 

 

The advantages of the BAT on the competitiveness of domestic industry are manifold. Globally, Italian and 

European industries have made the greatest efforts in terms of environmental sustainability of their products 

and would therefore get substantial competitive advantages if an important part of the tax burden on imported 

products was determined on the basis of CO2 emissions. As shown in the graph above, European 

manufacturing sector is the one that emits less CO2 than any other macro-economic zone of reference: the 

value added being equal, the emissions for the same or equivalent good are 53% higher if produced in North 

America, 580% higher if produced in China and even 861% higher if produced in India. 

                                                           

 
7 Enea, Climate Change, Innovare i Meccanismi?, 2012. 
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3. The introduction of the requirement for all products sold in Europe to indicate on labels the carbon 
emissions related to their production and operation (when relevant such as for automobiles). 

Whereas in Europe the compulsory Emission Trading system limiting emissions of energy-intensive 

manufacturing sectors is already in force, our third action aims to develop a complementary mechanism of 

compulsory certification and labelling for carbon emissions associated with products for the retail / distribution 

sectors, in order to promote the consumption of eco-friendlier products. 

The introduction of a complementary mechanism of compulsory certification for the retail / distribution sectors 

concerning the products sold in Europe would enable European products to exploit the benefits of 

environmental policies already adopted and applied in the past. 
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