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- AN OPEN DECLARATION FROM ECONOMISTS AND ENERGY SCIENTISTS -

We must commit to implementing the “climate levy” in
the electricity sector, and attain the goals set for 2020

Germany's national climate goal of attaining a 40% reduction in greenhouse gas emissions by 2020 can
only be achieved if a significant contribution is made by the electricity sector. At the end of March,
Federal Economics Minister Sigmar Gabriel proposed a "climate levy" (Klimabeitrag) as a measure for
supporting this goal. With this policy instrument, CO, emissions in the electricity sector are to be re-
duced by an additional 22 million tons by 2020. Yet this is the absolute minimum in reductions that are
needed to ensure that Germany's climate goals are not endangered. With this open letter, we are an-
nouncing our support for the proposal, and believe it is a small step in the right direction.

A supplementary national policy instrument in the electricity sector is needed to reach the
2020 climate goal

If the ambitious targets and reduction plans set forth as part of the Climate Action Plan for 2020 are to
be achieved, emissions in the energy sector must be reduced from approx. 350 million tons of CO, to a
maximum of 290 million tons of CO, per annum by 2020. Approximately a third of the reductions that
are needed (at least 22 million tons of CO, per annum) are not provided for by existing measures, and
the remaining two-thirds are based on estimates and thus remain uncertain. In all likelihood, the Euro-
pean Emissions Trading system will provide no incentives up to 2020 for reducing electricity generation
by the oldest and most emission-intensive power plants. Accordingly, there is a pressing need for the
introduction of a supplementary national policy instrument that reduces emissions in the electricity
sector.

The "Climate Levy" proposal can achieve CO, reductions both efficiently and with minimal
intervention

The Ministry’s "Climate Levy" is an economic instrument which does not force power plant operators to
take their plants offline. However, the economic incentives set by the policy measure, will encourage a
reduction in the operational hours of the oldest and most emission-intensive power plants. Beyond re-
ducing CO, emissions, the measure promises to scale back the massive export of coal-based power as
well as improve the relative economic competitiveness of modern and more flexible power plants. This,
in turn, will promote the necessary structural change in the energy sector while also securing jobs at
the most viable power plants. In comparison to alternative policy instruments, the "Climate Levy" pro-
posal will only lead to a very moderate increase in the wholesale market price for electricity - which, in
any event, is at historic lows.

The "Climate Levy" proposal will gently promote necessary structural change

The effort to remake Germany's energy system and transition to renewables is crucially dependent on
the structural transformation of the economy. This transformation will necessarily involve the shifting
of jobs from high emission to low emission plants, as well as to more flexible forms of generation. This
can be achieved in a series of steps over many years. As over 90% of fossil-fuel-based power generation
will not be impacted by the "Climate Levy" proposal, fears of wide-scale job losses are unjustified. In-
deed, the reduction in coal-based power achieved by the "Climate Levy" will occur slowly, ensuring
time to adapt.

The "Climate Levy" is a smart complement to European Emissions Trading

As a policy instrument, the "Climate Levy" harmonizes well with European Emissions Trading Scheme, as
it will be paid for in emissions certificates that will subsequently be taken out of circulation. The "Cli-
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mate Contribution” will thus discourage the international displacement of domestic emissions reduc-
tions. In other words, the achieved reductions will not just be national, but will also be partially Europe-
an-wide.

Making the German Government's Commitments on Climate Policy a Reality

In its coalition agreement and in the Climate Action Plan, the German government made a commitment
to implementing the climate protection goals set forth in the 2010 Energy Concept. By 2020, green-
house gas emissions are to be reduced by at least 40% over 1990 levels. The "Climate Levy" is the abso-
lute minimum that is needed in terms of necessary political measures if the required reductions in the
power sector are to be achieved. In concrete terms, the emissions of the energy sector must be reduced
to 290 million tons of CO, per year by 2020. If the "Climate Levy" proposal is weakened even slightly,
this would endanger the achievement of necessary emissions reductions - and, by extension, the ful-
fillment of the 2020 climate goal. As a result, long-term climate goals would become increasingly out of
reach.
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Prof. Dr. Michael von Hauff, Professor fur Volkswirtschaftslehre, insbesondere Wirtschaftspolitik und
internationale Wirtschaftsbeziehungen, TU Kaiserslautern

Prof. Dr. Christian von Hirschhausen, Professor fur Energiedckonomie, Deutsches Institut fur Wirtschafts-
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If you wish to support this declaration, please contact:
Swantje Kiichler, Manager for Energy Policy, Green Budget Germany.
Tel: +49-30-76 23 991-50, E-Mail: swantje.kuechler@foes.de



mailto:swantje.kuechler@foes.de

