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Executive Summary

Climate change has been recognised as one of the greatest challenges of the
21st Century. lts impacts, and they way that we choose to deal with them will
profoundly affect how business and society operates. This report focuses on
European Union (EU) climate policy — the governance structures, rules and
regulations that have been put in place at the EU level to attempt to mitigate

and adapt to the impacts of climate change. Specifically, it focuses on how
trade associations representing industrial sectors or broader business interests
have lobbied on EU climate policy, and the impact that they have had on the
policymaking process. The report then goes on to discuss whether the impacts of
this lobbying align with the stated policies of the companies that are members of
these trade associations.

EU climate policy is important; policy set in Brussels impacts on an important
trade bloc of 28 member states. The EU has also acted as an international leader
on climate policy, which other national and regional governments have used as
a template for developing policy - for example, in the establishment of the EU
Emissions Trading System (EU ETS). Key climate policies have and are being
decided at the EU level, including reforms to the EU ETS; the long-term targets

the EU is adopting on emission reductions, energy efficiency and the proportion
of power generated by renewables in 2030; and in other key areas such as the
extraction of shale gas and the allocation of emissions permits granted to heavy
industry in the EU.

Research Methods

We drew upon a number of sources to create this report. This included responses
submitted by trade associations to two key consultations on prominent EU policy
debates which took place between December 2012 and July 2013. For both
consultations, submitted responses are publicly available on the European
Commission website:

® The consultation on the Green Paper on a 2030 framework for climate and
energy policies (European Commission, 2013aq)

® The consultation on structural options to strengthen the EU Emissions Trading
System (European Commission, 2013b)
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We undertook 10 interviews with staff at trade associations, campaigners at
environmental NGOs, representatives of large investment organisations, an
electric utility company and a former assistant to an MEP. We reviewed the
websites of prominent trade associations and companies, and information that
had been voluntarily disclosed by trade associations in the EU Transparency
Register'. We drew upon the CDP database of self-reported responses from
companies to the CDP annual climate change information request in 2013 and
20142, and read academic articles, grey literature, and news articles.

We have particularly focused on eight trade associations in this report. They are:
. BUSINESSEURORPE;

. Confederation of European Paper Industries (CEPI);

. EURELECTRIC;

. EUROFER - The European Steel Association;

. Eurometaux — The European Association of Metals;

. European Chemical Industry Council (Cefic);

. FuelsEurope (formerly known as EUROPIA);

. International Association of Oil and Gas Producers (OGP).

These groups were chosen on the basis of their prominence, and their recent
activity in the public climate change dialogue at the EU level.

O NOOGO NWN —

Findings

Climate policy matters to business.

This report finds that climate change matters to businesses; the latest IPCC report
and other evidence clearly lays out the severe consequences of climate change
for the global economy. Businesses acknowledge that they face a number of
risks from climate change: from physical risks to operations, reputational risks
and (significantly for this research) the risk of regulation related to climate
change. The research also suggests that forward looking businesses can create
opportunities for new products and services from climate change. EU climate
policy is therefore clearly a material concern for many businesses.

! We also utilised Lobbyfacts.EU — a website which draws upon the information disclosed in the Register, and
assembles it in an easily accessible manner.

2 CDP is an international, notfor-profit organisation backed (in 2014) by 767 investors worth over $92 trillion.
It requests standardised climate change, water and forest information from some of the world’s largest listed
companies through annual questionnaires sent on behalf of institutional investors that endorse them as ‘CDP
signafories’. CDP offices around the world target the largest companies in their country or region with the
climate change information request — for example, the largest 500 companies in Japan, and the largest 100
companies in Central and Eastern Europe. The dataset produced by CDP contains a range of self-reported
quantitative and qualitative data from 2,323 companies that reported to CDP between February and June
2013 (including 403 of the Global 500 - the largest 500 companies in the world) and 2,292 companies that
reported to CDP in 2014 (including 411 companies in the Global 500).
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Businesses use trade associations to lobby on climate policy.

Data voluntarily reported by companies and collected by CDP shows that of
all the mechanisms available to them, businesses most frequently use trade
associations to influence climate policy. The CDP data shows that 61% of all
companies responding to CDP, and 77% of the largest 500 companies in the
world, said that they utilised frade associations to lobby on climate policy. We
found from interviews that companies derive a number of benefits from being
members of trade associations, including:

® Trade associations represent the ‘voice of business’, or of particular industrial
sectors, and act as a convenient, accessible aggregator of opinion for
those sectors. Policymakers tend to give greater weight to the views of
trade associations than they do to individual companies; trade associations
often claim to represent tens or hundreds of thousands of jobs, and a large
percentage share of particular markets, and are perceived to have a more
impartial perspective than particular companies.

® Trade associations allow companies to utilise their specialist knowledge and
contacts in policy arenas (like the EU) where they may not have the expertise
or resources fo lobby effectively.

® Companies may represent the trade association at meetings with
policymakers, and second members of staff to trade associations to put
forward their views

® Trade associations provide a forum for information sharing and discussion
with both trade association officials and other companies.

Among all of the different groups that we interviewed (including representatives
from trade associations, NGOs, an investor, a utility company and a former
assistant to an MEP) there was a consensus that trade associations can be very
impactful lobbyists on climate policy — depending on the issue, the history of

the trade association and the way it organises it's approaches to policymakers.
Although it can be difficult to disentangle the impact of trade associations from
other policy / political considerations, recent policy debates that European trade
associations appear to have influenced include the 2030 framework for climate
and energy policies, the structure of the new European Commission and the EU
Carbon leakage provisions.

Trade Associations use a variety of tools and mechanisms to exert influence over
EU climate policy.

Although it is difficult to assess how trade associations operate when much
lobbying activity is conducted in private, the interviews we carried out (with
representatives of trade associations and others) provided evidence of a number
of tactics that trade associations utilise. These include:

Lobbying by Trade Associations on EU Climate Policy



® Establishing key relationships and briefing policymakers;

® Shaping the policy agenda at an early stage, including pushing new policy
initiatives and agendas within the European Commission, Parliament and
Council of Europe;

® Utilising companies and other stakeholders to drive messages home — for
example, through organising meetings and dinners between CEOs of large
companies, and EU Commissioners;

® Press work, publishing open letters and adverts;

® Writing briefing papers and formal letters, and sharing information with
policymakers and companies;

® Events involving policymakers and technical policy experts;

® Providing technical information and advice — as one representative of an
NGO noted, “the further you get into the detail, the more technical it gets, so
the more opportunities to lobby”;

® Trade associations may also benefit from the ‘revolving door’ between the
public and private sector, which allows former trade association officials to be
placed in policymaking bodies.

Trade associations for energy-intensive sectors and the fossil fuel industry utilise a
variety of arguments to shape climate policy.

We analysed formal responses to EU policy consultations submitted by trade
associations on two policy areas - the EU’s 2030 framework for climate and
energy policies, and structural options to strengthen the EU Emissions Trading
System. We also drew upon position papers and press releases on the trade
association’s websites, news articles, and reports and commentary from third
parties including environmental NGOs. The following arguments were used by
trade associations representing energy-intensive sectors and broader business
interests (eg BUSINESSEUROPE) in response to climate policy proposals:

® Arguing that the EU should not take unilateral action on climate change —
for example, BUSINESSEUROPE ‘opposes any unilateral increase of the
emission reduction target for 2020 unless other industrialized countries
assume comparable emission reductions and developing countries put in place
measures fo fight climate change with their respective capacities’.
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® Raising the spectre of deindustrialisation, ‘carbon leakage’ and job losses,
with several energy-intensive industries co-signing a letter that said ‘we are
still too often faced with Commission initiatives that undermine our industrial
competitiveness. Europe faces an ‘investment leakage’ trend, with new
investments in manufacturing sectors increasingly taking place outside Europe
notably because of the high costs of energy and climate policies.’

® Arguing that the EU had to balance climate issues against competitiveness
and ‘re-balance’ objectives on energy supply, cost effectiveness and climate
change.

® Requesting that subsidies for renewable energy should be ended to allow
‘equal treatment’ for all generation methods. In addition, a few trade
associations argued that shale gas should be exploited. For example, the
International Association of Oil and Gas Producers (OGP) stated that ‘natural
gas from shales is potentially an opportunity for Member States to further
diversify their natural gas supply sources’.

® Stating that the proposed reforms of the EU Emission Trading System in
the Commission’s report on ‘The state of the European carbon market
in 2012 were undesirable; BUSINESSEUROPE, Cefic, CEPI, EUROFER,
Eurometaux and OGP all took positions broadly in keeping with the view that
‘backloading” and other structural reforms were undesirable, with CEPI calling
on the European Commission and member states to ‘thoroughly think through
structural changes to the EU ETS, instead of a short term fix.’

® Proposing that a single GHG emissions target should be agreed by member
states for the EU 2030 climate and energy framework, with an end to energy
efficiency and renewable energy targets seen in the EU 2020 framework.

® Supporting the completion of the internal EU energy market.

It should be noted that not all trade associations utilised these sorts of arguments;
for example, EURELECTRIC (the association for the electricity industry) argued

in favour of ‘an economy-wide 2030 emissions reduction target of at least

40% compared to 1990 and said that ‘showing the world that the EU remains
committed to a long-term strategy of driving carbon reduction through a strong
ETS is crucial to securing a global level playing field in climate action.’

Member companies need to assess if the positions of their trade associations are
undermining their own stance on climate change.

Investor and civil society actors have recently expressed concerns about
misalignment between companies and their trade associations on climate policy.
They have argued that direct lobbying by companies, and their indirect lobbying
via trade associations, is undermining the long-term economic security and
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value of those companies in favour of shortterm policy wins. All of the trade
associations profiled in this report had publicly available statements about their
commitment to dealing with climate change, but NGOs and others expressed
scepticism about the depth of this commitment. A solution to the problem of
corporates offering a ‘fractured’, unaligned or contradictory voice on climate
change has been calls from NGOs and UN agencies for companies to align their
sustainability policies with their lobbying activities — in part by better managing
the trade associations who lobby on their behalf.

It is also interesting to note that some companies are members of trade
associations lobbying in the EU on climate policy, but are also members of high-
profile sustainability initiatives. For example, BASF are a member of CEFIC - the
trade association that rejected the need for ‘backloading’ of the EU Emissions
Trading System. They are also members of the World Business Council for
Sustainable Development (WBCSD), a ‘CEO-led organization of forward-thinking
companies that galvanizes the global business community to create a sustainable
future for business, society and the environment.’

How trade associations collate their members’ views

Trade associations are structured in a variety of different ways, and the
mechanisms they use to represent their members vary a great deal. Many trade
associations seem to adopt broad, less-specific policy positions in order to get
near fo consensus, but companies may still express dissent in a number of ways
— including internal discussion within trade association working groups; publicly
stating the difference between their position and the trade association; and
briefing against the trade association or leaking documents.

Both NGOs and the investor we interviewed criticised some trade associations
for over-reaching their remit and only representing a narrow section of members
in opposing climate policy, although trade associations repeatedly emphasised
that their policies and lobbying were all led by demand from, and with input
from, member companies. The dominance of large, powerful and influential
companies within trade associations was acknowledged by trade associations,
NGOs and investors.

Conclusions

Climate change presents a range of risks and opportunities for businesses,
including those presented by the introduction of policies to mitigate climate
change, and robust regulation of polluting companies. Companies operating

in the EU have recognised that trade associations can be a powerful tool for
influencing policymakers, and are utilising them to engage with EU climate
policy. It is clear from the CDP data that for better or worse, companies and their
trade associations are actively engaging with policymakers to try and mould EU
climate policy.
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In particular, the energy-intensive industry lobbies, producers of fossil fuels and
broad-based trade associations (such as BUSINESSEUROPE) are all actively
engaging with policymakers on various climate policy issues, utilising a range of
arguments about competitiveness and the risk of ‘carbon leakage’ — and these
trade associations are having an impact on issues including the targets in the EU
2030 climate and energy framework, the carbon leakage allowances and even
the structure of the European Commission.

The important role of companies in European climate policy is unlikely to change
any time soon. As CDP recently stated, ‘Like it or not, the strong role of corporate
influence in political decision-making is a reality.” (Levick, 2014). Given the huge
challenges posed to the EU and countries around the world by climate change, it
is most important fo ensure that progressive companies are pushing for effective
climate policies that help to mitigate the effects of climate change. As Christiana
Figueres, Executive Secretary of the United Nations Framework Convention on
Climate Change, stated in 2011 while addressing a business audience: “There
is a serious group of companies that have a voice that is much louder, that is
better funded, and that operates much more in unison and that is still stuck in

the technologies and the fuels of yesterday... From our perspective what we
really need from visionary companies such as all of you is to have a very active
engagement with the policymakers who decide the policy at home and the
international policy” (Figueres, 2011). This puts the onus back onto companies
(and the investors that own them) to ensure that the trade associations that they
are supporting are lobbying on EU climate policy in a way that is clearly aligned
with the long-term interests of those companies, the economy and the climate.

Future research topics
Useful topics to explore in greater depth include:

® Research into the positions and direct influence of large multinational
companies on EU climate policy would be useful.

® Alignment of companies with the lobbying activities conducted by their trade
associations could usefully be investigated in far greater depth.

® The influence of businesses and their trade associations on national
governments, who in turn influence EU climate policy.

® Research into many more other groups (beyond the 8 trade associations
profiled here) whose positions and influence on EU climate policy could be
usefully investigated.
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Introduction and
Research Methods

Climate change has been recognised as one of the greatest challenges of the
21st Century (Stern, 2007). The world is at a crossroads in terms of the action
that will be taken to mitigate and adapt to the impacts of climate change;
preparations are currently underway for the 21st UN Framework Convention

on Climate Change Conference of Parties (COP) at the end of 2015, which
many hope will lead to a global climate deal. The impact and effectiveness of a
global deal, as well as regional and national policies on climate change will be
determined by the willingness of government, business and society to act.

This report focuses on how businesses and their trade associations are affecting
EU climate policy. Europe is particularly important in international climate
negotiations; the EU is an important player in global negotiations, and Europe

is frequently cited as a leader on climate change, with policymakers looking to
Europe as a template for climate policy. Key climate policies have and are being
decided at the EU level, including reforms to the EU Emissions Trading System;
the long-term targets the EU is adopting on emission reductions, energy efficiency
and the proportion of power generated by renewables in 2030; and in other key
areas such as shale gas and the allocation of emissions permits granted to heavy
industry in the EU.

The research questions that this project sought to answer was ‘how do trade
associations influence EU climate policy?2 And how well do trade associations
represent the views of their member companies on EU climate policy?’ The
research also explored why climate change matters to businesses; the positions
trade associations are putting forward in response to climate policy; and how
trade associations collate their members’ views.

To answer these questions, we drew upon a number of sources to create this
report, including:

® Conducting 5 qualitative, semi-structured interviews with staff at trade
associations;

® Conducting 5 qualitative, semi-structured interviews with policy-focused
campaigners at environmental NGOs, representatives of large investment
organisations, an electric utility company and a former assistant to an MEP;

® Reviewing the websites of prominent trade associations;
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® Reviewing the websites and CSR reports of companies that are members of
the surveyed trade associations;

® Reviewing information that has been voluntarily disclosed by trade
associations in the EU Transparency Register?;

® Analysing the CDP database of self-reported responses from companies to the
CDP annual climate change information request in 2013 and 2014%;

® Reading relevant academic and grey literature;

® Reviewing online news articles.

We also examined responses submitted by trade associations to two key
consultations on prominent policy debates which took place between December
2012 and July 2013, which are publicly available on the European Commission
website:

® The consultation on the Green Paper on a 2030 framework for climate and
energy policies (European Commission, 2013aq)

® The consultation on structural options to strengthen the EU Emissions Trading
System (European Commission, 2013b)

We have profiled key trade associations in Chapter 6 of this report. These are:
. BUSINESSEURORPE;

. Confederation of European Paper Industries (CEPI);

. EURELECTRIC;

. EUROFER - The European Steel Association;

. Eurometaux — The European Association of Metals;

. European Chemical Industry Council (Cefic);

. FuelsEurope (formerly known as EUROPIA);

. International Association of Oil and Gas Producers (OGP).

O NO U hWN —

These groups were chosen on the basis of their prominence and their recent
activity in the public climate change dialogue at the EU level.

3 We also utilised Lobbyfacts.EU — a website which draws upon the information disclosed in the Register, and assembles
it in an easily accessible manner.

4 CDP is an infernational, notfor-profit organization backed by 767 investors worth over $92 trillion. It requests
standardized climate change, water and forest information from some of the world’s largest listed companies through
annual questionnaires sent on behalf of institutional investors that endorse them as ‘CDP signatories’. CDP offices
around the world target the largest companies in their country or region with the climate change information request -
for example, the largest 500 companies in Japan, and the largest 100 companies in Central and Eastern Europe. The
dataset produced by CDP contains a range of self-reported quantitative and qualitative data from 2,323 companies that
reported to CDP between February and June 2013 (including 403 of the Global 500 - the largest 500 companies in
the world) and 2,292 companies that reported to CDP in 2014 (including 411 companies in the Global 500).
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2 Why climate change

maftters to businesses

There is a clear consensus that effective policies will be needed to mitigate
dangerous climate change, and that a global average temperature rise of above
2°C could have severe consequences for the global climate and economic
system. The fifth assessment report from the Intergovernmental Panel on Climate
Change — which has been approved by 194 governments — states that without
additional efforts, greenhouse gas emissions are expected to increase, driven
by growth in global population and economic activities. On current trends, this
would result in an increase in global mean surface temperature in 2100 from
3.7°C to 4.8°C compared to pre-industrial levels (IPCC, 2014, p9). The Stern
Review outlined some of the consequences of temperature increases at these
levels, which includes increased flood risk, rising sea levels but also reduced
water supplies; declining crop yields; increased risk of cold-related deaths

in northern latitudes, and increased deaths from malnutrition and heat stress
worldwide, and severe threats to ecosystems which includes 15-40% of species
being threatened with extinction (Stern, 2007, p. vi).

2.1 Risks to business models

Leading businesses are increasingly aware of the risks to their business models
posed by these climate risks. For example, British food and drinks retailer ASDA
recently reported that 95% of its fresh produce would be affected by changes in
the climate throughout its supply chain, and stated that ‘whether food sourcing,
processing or transportation, there is a risk to all aspects of our operations —

just how much this could be is well into the millions of pounds’ (ASDA, 2014).
Of the largest 500 companies in the world responding to CDP in 2013, 83%
stated that they faced physical impacts on their operations from climate change
(CDP, 2013, p10). Some businesses are also recognising the market failures that
disguise the broader environmental impact of their operations; Puma’s pioneering
environmental profit and loss account (Puma, 2012), showed that the company
and its suppliers were estimated to have caused €145m of environmental
damage that year, relative to the €202m net profit that the company recorded in
2009/2010. The Financial Times noted that ‘in other words, if Puma expensed
the costs to the environment of its activities and those of its suppliers, earnings
would fall by more than two-thirds’ (McGinn, 2013).
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2.2 Risks from regulation

Not all businesses, however, are concerned about climate change because of

its direct impact on their operations. Some are more worried about the impact
of government and transnational regulation of their operations; 84% of the
largest global 500 companies reporting to CDP stated that they faced a risk
from regulation related to climate change (CDP, 2013). These regulations could
severely impact on fossil fuel and energy-intensive industries. In 2014, a financial
services firm stated ‘A 450-ppm world would threaten high-cost, high-carbon
revenues. Under a global climate deal consistent with a 2°C world, we estimate
that the fossil-fuel industry would stand to lose $28trn (in constant 2012 US
dollars) of gross revenues over the next two decades, compared with business as
usual’ (Kepler Cheuvreux, 2014).

The risk to business from policy action at the local, national, or international level
is well documented in both the EU and further afield. In their book ‘Business and
Environmental Policy’, Kraft and Kamieniecki state that
It is conventional wisdom that business groups are often leading players in the
policymaking process. VWhy would one expect anything else? After all, businesses
can be affected in significant and costly ways by public policy, from provisions
of fax laws to regulations on environmental protection... Business interests clearly
have a great deal af stake when government considers taking action, and many
have the resources fo infervene as needed to shape policy decisions.’

(Kamieniecki and Kraft, 2007, pp. ix-x).

2.3 Opportunities from a changing climate

Some businesses may see climate policy not as a risk, but as an opportunity.
Ceres (2010) describes how businesses are recognising the opportunity to profit
from technologies that reduce emissions and create solutions to global warming
- and some of these companies are actively calling upon governments at the
national and global level to implement comprehensive climate policy, in the hope
of opening up new opportunities and markets. The report states that

'Enormous opportunities arise during transformative times. The $6 trillion

energy industry — six times larger than the Internet economy — must be retooled
to minimize energy use and to achieve a substantially lower carbon footprint.
Clean, energy-efficient technologies will power economies for decades to come,
and businesses that put themselves out in front will benefit the most. Companies

with products and services attuned to the new economy will emerge as winners’
(Ceres, 2010).
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The sentiments outlined by Ceres are also reflected in the seminal New Climate
Economy report, ‘Better Growth, Better Climate’ (Global Commission on the
Economy and Climate, 2014a), which provides evidence on the opportunities
for growing the world’s economy whilst addressing climate change. Former
President of Mexico and Chair of the Global Commission on the Economy
and Climate, Felipe Calderén, said the report provides ‘compelling evidence
on how technological change is driving new opportunities to improve growth,
create jobs, boost company profits and spur economic development’ (Global
Commission on the Economy and Climate, 2014b). Similarly, CDP and WWF
(2013) details how businesses that have made efforts to reduce their emissions
throughout their supply chains, and that have taken into account the growing
demand from consumers for sustainable products and services, have yielded
significant returns on investment and important reputational benefits.

2.4 Reputational risk, litigation, and citizen and shareholder
campaigns

Businesses may also decide to support or oppose action on climate change
due to perceived moral obligations or societal concerns. Ceres describes how
a growing number of companies are asserting leadership on sustainability
performance to distinguish themselves from their peers, and outlines the
importance of companies responding to societal expectations: ‘Just as sound
business decisions must be based on science it is also important for companies
to respond to societal expectations. ...In the coming years, the strategies that
companies pursue will determine not only their shareholder value, but also the
future of our species and our planet. It is at once a daunting challenge and a
huge opportunity’ (Ceres, 2010, p.7).

Companies also face other, significant risks — particularly fossil fuel industries,
energy-intensive industries, and other sectors that will lose out from robust action
on climate change. Analysis in an academic paper that attributed two-thirds
of historic carbon dioxide and methane emissions to 90 commercial and state-
owned entities (including Chevron, ExxonMobil, BP, Shell and ConocoPhillips)
concluded that
'Regulation, litigation, and shareholder actions targeted at the private entities
responsible for tobacco-related diseases played a significant role in the history
of fobacco control; one could imagine comparable actions aimed at the private
entities involved in the production of fossil fuels, particularly insofar as some of the
entities included in this analysis have played a role in efforts to impede legislation
that might slow the production and sale of carbon fuels. .. Identifying who the
major carbon producers are, and have been historically, may provide a useful
basis for future social and legal pressure’

(Heede, 2014).
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3 How companies engage
with climate policy

Businesses face a number of risks and opportunities from a changing climate;
and they are responding to this risk by engaging with the policymaking process.
Lobbying on policy issues is, by its nature, difficult to track. While groups
interested in influencing policy will use mechanisms that operate in the public
sphere — for example, they may send out public statements and press releases
which illustrate their positions — many of the mechanisms that are commonly
used to influence policy (private meetings; sending personalised briefing papers;
phone calls and emails) are not transparent, and are difficult to monitor. With a
few exceptions®, this sort of information is not publicly recorded. It can therefore
be difficult to assess the exact mechanisms that businesses and their trade
associations are using to engage with climate policy. It can also be difficult

to check the consistency of business and trade associations’ public stance on
climate policy with their messages in private meetings.

CDP¢ sends out an annual climate change information request to the largest
publicly listed companies in the world covering a variety of topics, from carbon
emissions to adaptation strategies. In 2013 and 2014, CDP added a section

to their questionnaire on lobbying on climate change policies. Self-reported
information — such as that gathered by CDP - has its limitations, but can be useful
to investigate how businesses and trade associations publicly state that they
influence climate policy.

3.1 How do companies lobby on climate policy?

Companies responding to CDP acknowledged that they influenced climate policy
through a number of different avenues, with more businesses stating that they
influenced climate policy through trade associations than any other mechanism.
In 2014, 61% of all companies responding to CDP stated that they influenced
climate policy indirectly through trade associations in 2014, compared to half of

5 For example, MEPs from the UK Conservative Party publish a register of all of their meetings with lobbyists every
quarter, with a brief description of the specific people they met, their organisation and the ‘context’ for the meeting.
This is available at http://conservativeeurope.com/transparency, accessed on 24th October 2014. The new European
Commission led by President Jean-Claude Juncker committed on 25th November 2014 to disclosing meetings with
European Commissioners, their Cabinets and the Director-Generals of the Commission services, which will include
information on the dates, locations, and names of the organisations and individuals they have met, but these rules will
only come into force on 1st December 2014. For more information, see the European commission press release, found
here: http://europa.eu/rapid/pressrelease_IP-14-2131_en.htm, accessed on 16th December 2014.

¢ See footnote on p12 for more information about CDP
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Table 1: The means through which companies stated that they influenced climate policy in 2013 and 2014

YEAR  TRADE DIRECT FUNDING OTHER DO NOT
ASSOCIATIONS ENGAGEMENT RESEARCH INFLUENCE

Global 500 - 70.9% 61.5% 37.9% 342%  8.4%

(2013 n = 403)

(20140 = 411) - 76.6% 64.7% 4476%  423%  7.5%

Whole CDP 52.8% 41.5% 19.9% 267%  17.9%

dataset

(2013n = 2326) : ) ) ) :

oy 60.7% 50.1% 23.5% 30.8%  16.4%

the companies who engaged directly with policymakers. Less than a fifth of alll
companies that responded to CDP claimed not to influence policy processes on

climate change in both 2013 and 2014 (Table 1).

A higher percentage of companies in the Global 500 (the largest 500
companies in the world’) stated that they use trade associations to make their
views heard among policymakers (77% of responding companies in the Global
500), when compared to the whole sample of companies responding to CDP
(61% of all responding companies). This indicates that the largest companies are
more frequently using trade associations to engage with policymakers on climate
change issues.

Even these percentages of companies engaging with policy via their trade
associations may be artificially low. When considering the US companies
responding to CDP, the Union of Concerned Scientists note that ‘many, if not most
large companies in the United States belong to trade and business associations
and nearly all the major groups are involved in public policy... yet many
companies surveyed [by CDP] did not acknowledge policy influence through
these groups — suggesting that many companies may be either unaware of, or
unwilling to report, the climate policy influence of their trade associations’ (Union
of Concerned Scientists, 2014, p4). When the Union of Concerned Scientists
cross-referenced the answers provided to CDP with the publicly available
membership of the boards of four prominent US trade associations that have
lobbied on various aspects of policy to tackle climate change, they found that
many companies had not disclosed their membership on the board of these
associations (Union of Concerned Scientists, 2014, p5). In all four cases under

a third of corporates with seats on the boards who were approached by CDP

7 The Global 500 is a group constructed by Fortune Magazine, made up of the 500 largest companies in the
world by market capitalisation. Of these 500 companies, 403 (81%) responded to CDP in 2013, and of these,
396 opted to answer the questions on corporate lobbying. In 2014, 411 (82%) responded to CDP, of which
400 opted to answer the questions on corporate lobbying. For the latest Fortune 500, see http://fortune.com/
global500/, accessed on 24th October 2014.
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publicly disclosed their board membership, and in the case of the US Chamber of
Commerce, only one company (2% of the board members approached by CDP)
had disclosed their board membership. These lessons from the US suggest that
the answers provided to CDP by companies operating in Europe may also be
incomplete, and corporate engagement with climate policy via trade associations
may well be greater than stated.

3.2 Why do businesses use trade associations to lobby on
climate issues?

Auden Schendler, Vice President of sustainability at Aspen Skiing Company, and
Mike Toffel, Associate Professor in the Technology and Operations Management
unit of Harvard Business School, have voiced the opinion that effective lobbying
represents the greatest impact that a company can have on the environment,
stating that ‘Compared with companies’ efforts to green their operations,
corporate political actions such as lobbying or campaign funding can have
more influence on environmental protection, and arguably represent the greatest

impact a company can have on protecting — or harming — the environment’
(Schendler and Toffel, 2011).

The responses to CDP indicate that trade associations are one of the most
important (if not the most important) mechanism that companies use to influence
the direction of climate policy. Trade associations play several important roles
for companies:

Representing an industry voice

Several of the people we interviewed for this project recognised the important
role that trade associations can play in speaking to sectoral or business
interests. Policymakers are aware of the narrow interests that some companies
may be pursuing when engaging with policymakers, and are likely to grant
more authority and influence to bodies with a pan-industry perspective. One
representative of a trade association stated “the main advantage is...we're not
representing a particular sector. We are representing all market participants.”
Another said that “On the whole, the Commission likes trade associations
because we are aggregators for them of opinion, and that saves them a lot of
hassle. Rather than meet, say, the 20 biggest [industrial sector companies], they
can talk to me”. Companies are aware of this; the representative of the electric
utility company we interviewed said that individual companies are usually
expected to be lobbying in their own interest: “So when an individual company
will go in and speak to the Commission, [the Commission are] always aware that
there is a very economic interest while they're in their office speaking to them;
so they prefer to have a lot wider collaboration and that’s much more easily
achieved through trade organisations.”
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Allows companies the opportunity to utilise the trade association’s specialist
knowledge, established networks and reputation in order to lobby

Setting up an effective lobbying operation in Europe can be very costly and
time-consuming for businesses. One of our interviewees described a company
they were familiar with, which had 80 people working on corporate affairs,
including internal and external communications, media and public affairs. These
staff were virtually all focused on their domestic markets, and in Brussels they
had “one — a very lonely one” person. Trade associations can provide a cost-
effective means for companies to access key decision makers, develop contacts
and to understand the legislative agenda in an arena that may otherwise be
beyond their reach. One trade association representative told us that trade
associations “have a lot of influence... | would say a huge majority of company
lobbying is done through associations at EU level. Very few companies will do
their own direct lobbying. Only the very big ones. So from a policy maker point
of view, from a decision maker point of view, they will generally only see trade
association positions and there are lots of them.”

Provides companies with the opportunity to act as representative of

trade association

Secondments from companies to trade associations seem common; a member of
staff at a frade association we interviewed said that “People might move from
companies and trade associations. We've got at least three company people on
secondment [here]”. This allows companies to represent their interests via their
trade association. Companies also often hold positions on trade association
working groups, which formulate the associations’ policy positions. This allows
businesses fo represent their views from a more credible industry perspective.
One NGO said: “There are the permanent staff of the big trade associations and
you know who they are but this muddling-up of who's who is, | think ... creates
an ... impression of interchangeability and industry thinks ‘X, which can be
advantageous to them.”

Provides a forum for information sharing and discussion

The officials working for a trade association can provide a convenient means

of accessing information, including the overarching policy landscape and the
technical detail of issues. A representative of a utility company we interviewed
said that “actually a lot of the value of trade associations is not the lobbying they
do on particular issues, it's the technical detail. So that's why we're members of
[names of associations] because a lot of them are doing technical detail about
market design”. Meetings organised by the trade association can also provide
a useful forum for networking, discussion and debate. One trade association
representative (when talking about their working groups of companies within
their association) said “It is quite fast information exchange when someone is
having some kind of information - so it is good to share it, next time it might
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be someone else who is getting some important information. | think it is better
to work together”. Trade associations can provide information even when the
company is going against the line adopted by the association. Another trade
association talked about working with a company that opposed the majority
opinion of association members: “I, in order to feel I'm doing honourably by
them... | obviously share information that's relevant, timetable information, that
sort of thing... in the recognition that they will go out and use it to go out and
lobby in the opposite direction. That's their right”.

3.3 The impact of trade associations

Across all of the people we interviewed (from trade associations, NGOs, a

utility company and an investment organisation) the consensus was that trade
associations can be very impactful. One representative of a trade association
said “we’re an important voice in this discussion...and it's a voice that's
appreciated by the policy makers and 1'd say the Commission in particular.”
Another added “We are a big voice.” This was reinforced by the other parties
that we interviewed. The investor we interviewed said “I think they have
considerable influence... The impression | get is that a few trade associations
have a disproportionate amount of | guess input or influence”. One representative
of an NGO acknowledged that trade associations could be effective, but
caveated this by saying “it varies depending on the trade association, depending
on the file, depending on the history”.

Trade associations seem to be having a real impact on EU climate policy, with
both trade associations and other stakeholders pointing to the impact of (in
particular) the associations representing energy-intensive sectors and the fossil
fuels industry. Recently this has included influencing:

® 2030 framework for climate and energy policies — One trade association
we interviewed claimed credit for the shape of the EU 2030 targets, as
the renewable energy and energy efficiency targets were not binding at a
national level: “So | think there has been a real change, when we saw the
decision, the conclusions of last Thursday that only one binding target” but
added “so | think that message gone through not totally, because we still
have three targets” (the renewable energy and energy efficiency targets
were retained at a EU-wide level). Perceived low ambition on energy
efficiency and renewables was heavily criticised by NGOs, who said the
40% emissions reduction goal was totally inadequate, with the European
Environmental Bureau arguing that the target is out of step with climate
science (Flynn, 2014a).
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® Structure of the European Commission - The incoming President of the
European Commission has made several changes to the structure of the
Commission, including a merger of the climate and energy portfolios,
despite an appeal from 25 MEPs to retain separate Directorate-Generals
for these positions. In addition, he created a new role of commissioner for
‘better regulation’, stating that Frans Timmermans of the Netherlands will be
the Commission’s ‘first vice-president’ and his ‘righthand man’. According
to ENDS Europe, Green NGOs saw the new structure as a signal that
environment policy will be side-lined, but industry sources welcomed the
decision as pragmatic. Lobby groups for the steel, oil refining, metals and
pesticides sector told ENDS they were particularly pleased by the appointment
of Mr Timmermans, with a source at one major industry lobby group in
Brussels stating that "We are happy to see that growth and jobs are no longer
overshadowed by environment and climate change’. (Davenport, 2014).

® EU Carbon leakage provisions - EU leaders agreed to change climate law
provisions for the period after 2020 in line with energy-intensive industries’
concerns. EU leaders also backed energy-intensive industry’s call for allocation
of free emissions allowances to be based on actual production rather than on
historical levels. Future allocation will ‘ensure better alignment with changing
production levels in different sectors’, the deal states. ‘This is what we have
requested for many years, even since 2008-09, one Brussels-based industry
lobbyist said to ENDS Europe, adding that allocation may be adapted every
few years in practice. According to ENDS, Metals association Eurometaux
welcomed the deal as a ‘first step towards improving the competitive position
of Europe’s energy-intensive industries’, and particularly welcomed ‘the
Council’s clear recognition that work is required to account for our substantial
indirect CO2 costs from the EU ETS’. The decisions were also welcomed by
steel sector association EUROFER (Flynn, 2014b).
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In this chapter we describe the ways in which trade associations exert influence
over EU climate policy. European trade associations exist in all shapes and sizes,
and their activities depend, at least in part, on their size and financial resources.
One NGO observed that a trade association can even be “one person as an
outpost in Brussels... Almost any configurable group you can imagine has a
trade association here”. Whilst tactics such as the use of legal tools for blocking
climate policy and financial contributions to politicians and civil servants are
common in the US, some researchers have found differences between the
adversarial culture of lobbying across the Atlantic, and the consensus-building,
‘soft-spoken’ approach employed in the EU. US legislative proposals also have
a far lower passage rate than their EU equivalents: Woll states about the US
political process that ‘with a passage rate of only 11 per cent, it is indeed
sensible not to invest too much time on modifying a proposal and to try and
oppose it in its entirety’ (Woll, 2012). In contrast, the European Commission
have estimated that approximately 80% or above of legislation that is proposed
in the EU is eventually enacted (European Commission, 2007); which means
that aggressive attempts to kill off legislation are less likely to succeed. European
companies and frade associations therefore tend not to use the oppositional
tactics popular in the US. As one interviewee said, “you are either a team
player, or you leave town.” For this reason trade associations tend to utilise
direct lobbying, coalitions with companies and input of expert opinion to shape
proposals and policy measures.

4.1 Establishing key relationships and briefing policymakers

Trade associations see relationships with key policymakers as critical in shaping
the policy agenda. One told us that, of current Members of the European
Parliament (MEPs), “there are 750-ish of them. Of whom about a tenth know
anything about energy or climate or environment, and of those people about
one third of them are heavyweights. So actually there's about 25 of them who
really matter — these are the coordinators, the chairmen, the National delegation
heads, the experts who are...the rapporteurs... | would personally consider
myself a prefty crappy lobbyist if | didn't have the mobile phone numbers of all
those MEPs, if | didn’t know exactly where their offices were, and if | wasn't in
email contact with them on a pretty regular basis.” Another simply said “I think
that the general way of doing this lobbying is that if you meet people and if you
know someone better, it is good”.

Trade associations frequently highlighted the importance of one-to-one (or small
group) private meetings to brief policymakers. One suggested that “the most
effective way is to have one-to-one meetings and just explaining what the issue
is, highlighting the type of discussion we’ve had within our membership... It is
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useful for the policy makers to hear discussions we've had internally, and then
how we've reached the position we got to”. Some trade associations considered
the importance of informal relationship building: “You might just have an informal
coffee just to discuss everyone's understanding... this would not be a formal
meeting but a chat.”

4.2 Shaping the policy agenda at an early stage

“Clearly, the most influential thing you can possibly do is be in at the start of
saying fo the Commission, ‘Look, we think you've got a policy gap here, we'd
like you to do something about it and here’s some of our suggestions.”” In this
manner trade associations may seek to influence not just policy proposals but the
policy agenda itself, before policy options are being considered. A contributor
with knowledge of European Parliamentary process said that “all climate
environment laws that get passed have input...from trade associations... that's
their business, their main business; the Commission — before they even make their
proposal — they will run a consultation phase and they will engage with trade
associations, so it's institutionalised; and then it's up to the trade associations then
how much they engage during the negotiations themselves.”

4.3 Utilising companies and other stakeholders to drive
messages home

Another mechanism for exerting influence is the use of trade associations’
member companies. In 2010, Greenpeace noted that Cefic brought in the CEOs
and Presidents of BASF, Bayer, Dow, DuPont, ExxonMobil, Procter & Gamble,
Rhodia, Solvay and Shell to lobby Climate Commissioner Connie Hedegaard
directly on a proposed increase in the EU emissions reduction target. Energy
Commissioner Ginther Oettinger was very receptive to the industry and joined
its opposition fo the new target. He even adopted the industry’s language: ‘If we
go alone to 30%, you will only have a faster process of deindustrialisation in
Europe.’ (Greenpeace, 2011)

Our interviews confirmed the use of these tactics: “What we sometimes do

is that we go and meet the MEPs with a small delegation of our members”

said one, and another noted the variety of ways they utilise the influence of
companies: “We do indeed bring them in as lobbyists. You know, we've had
CEO debate panels in Parliament, we've had CEOs come in and have dinners
with Commissioners, and dinners with key MEPs ahead of key decisions etc.
etc.” These tactics are effective; one NGO observed that “if it's a Danish MEP
you're talking to then a Danish company which is a member of your association
can go talk to them in the name of the association so it gives you quite a broad
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reach and an affinity with people you're talking to.” Depending on the political
persuasion of MEPs, other groups, such as trade unions, may also be brought in
to discuss issues.

4.4 Working with policymakers to swing votes and influence
decisions

Trade associations are not always working solely to influence policymakers;
sometimes they work alongside policymaker allies to advance particular
policies. One trade association described working with a Directorate-General
of the Commission to try fo put pressure on other players in the Commission
“[one Directorate-General] wanted that, they couldn’t get it past Commissioner
Oettinger in the Commission College, we arranged that we would hit them
hard the day the news came out by saying ‘this is great, but...””. They added
“the closer to closing a legislative deal that you get... the more time intensive
lobbying becomes... [we may be] in contact ten times a day in the build-up to a
crucial vote”.

4.5 Press work

Press work carried out by trade associations may be particularly high profile
in the run-up to key decisions. One NGO representative talked about how “in
particular the steel industry has been very visible with its statements. They had a
letter and they had advertisements, including in the Financial Times for instance,
where they have been asking for a continuation of free allocation of emissions
allowances to the steel industry but also to other energy-intensive sectors.” Major
trade associations including Cefic, CEPI, EUROFER, Eurometaux and OGP all put
out press statements, position papers or public letters on the EU 2030 emission
reduction target and other 2030 targets in the run-up to the October 2014
meeting that decided the final agreed targets. Despite this, trade associations
talked about limits to their ability to use the press to reach a broad audience:
“I wouldn't say it's the wider public, it's still people who have an interest in our
work.” Another talked about the limitations of pro-active press work:
"That starts off as a one-way channel: [frade association] puts out a press release,
frankly who cares, but when it goes to the point where something is happening
within the political world, and all the carbon market journalists want quotes,
or want to know what's going on in more detail, they start phoning you. And
some of that | do on the record and an awful lof | do off the record, background
briefing, because there’s no point in quoting [trade association representative]
every week — that gefs boring. Much more effective that | say, this is the story, this
is the guy you should go to for the best quote.”
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4.6 Writing briefing papers and formal letters, and sharing
information

All of the trade associations we spoke to acknowledged the importance of
putting together formal statements and position papers, with one going so far

as to say “l would also say that some, most, of my colleagues are much less
lobbying that they are writers of position papers.” Timing and the importance of
policy items determines when formal position papers are formulated: “There is
no point in sending letters during the year just for fun, but really when it is near
to...a decision”. Formal position papers and statements are developed alongside
private meetings with policymakers. Emphasising the importance of being directly
sent briefing materials, an interviewee formerly employed in an MEP’s office said
that “We wouldn't look at their press releases. We wouldn't go online to look
unless we were very, very interested. So we only see what gets pushed to us.”

4.7 Events

A former aide to an MEP said “in terms of actual tactics | think that events are quite
effective because you give decision makers a platform to speak and you're there
as a captive audience for a couple of hours.” They stated that invitations to events
like these are likely only to go to ‘insiders’ and such events are often held in the
Parliament “behind closed doors”. Friends of the Earth and Corporate European
Observatory (2014) highlight an event organised by BUSINESSEUROPE on 7th
November 2013 where the CEOs of Arcelor-Mittal, BASF, Bayer, GDF-Suez and
others spent the day in discussions and panel debates with Commission President
Barroso and other high-level officials, including two Commissioners and the
Directors General of DG Enterprise, Clima (climate), Environment and Energy. The
day ended with networking over cocktails and dinner.

4.8 Providing technical information and advice

Woll (2012) notes that instead of using confrontational tactics with public
officials, European lobbyists typically gain access through expert consultations,
and states that advising the European Commission on technical policy matters
has ‘proven to be the most common and most successful mode of participation of
societal actors of all kinds’. An NGO agreed: “the further you get into the detail
the more technical it gets, so the more opportunities to lobby.” In November
2014, trade unions and transparency groups released a report (ETUC, 2014)
criticising the ‘persistent over-representation of corporate interests’ in European
Commission expert groups®, pointing out that in the Secretariat-General, over
73% of ‘independent’ experts are actually directly linked to big business interests
(ETUC, EPSI, UNI Global Union & Corporate Europe Observatory, 2014).
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This lobbying can take a variety of forms, from providing briefing papers
to being an expert witness at hearings in the European Parliament. Trade
associations can also commission and provide the evidence on which decisions
are based; one representative of an NGO said that
"I 'was working on fluorinated greenhouse gases and this fouches a number
of different industries and the industry association for the F-gas manufacturers
was represented... They had a lof of dafa, they sponsored studies, they were
networked infernationally with their companies... that was a completely different
order of lobbying... When policy-makers need to know something about an
industry to actually design a policy then the industry is at its most effective as
they know the information and the degree to which they can come across as
credible... they would be by and large able to steer the direction of that policy
for quite a long time.”

4.9 The ‘revolving door’ between the public and private sector

NGOs have drawn attention to the ‘revolving door’ between the public and
private sector, which may also increase the influence of trade associations.

An example of this is one official (cited in Friends of the Earth and Corporate
European Observatory, 2014) who first worked for the European Commission’s
DG Enterprise and Industry between 2007-2010 in the area of industrial policy
and carbon dioxide emissions from cars. He then moved to BUSINESSEUROPE,
with specific responsibility for climate change. The official then returned to the
Commission in 2011 as a Policy Officer in DG Energy, where he worked

on the Energy 2050 Roadmap and subsequently on the 2030 Climate and
Energy package.

® Expert groups are consultative bodies that advise the Commission on the preparation of legislative proposals
and policy initiatives, the implementation of legislation, programmes and existing Union policies, and the
preparation of delegated acts. The European Commission states that the “Commission and its services remain
fully independent with regard to taking into account the views expressed by expert groups” (http://ec.europa.
eu/dgs/internal_market/expert-groups/index_en.htm, accessed 17th December 2014)
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The efforts required to keep the increase in global average temperature below
2°C will be substantial. According to the IPCC, ‘Scenarios reaching atmospheric
concentration levels of about 450ppm CO,eq by 2100 (consistent with a likely
chance to keep temperature change below 2°C relative to pre-industrial levels)
include substantial cuts in anthropogenic GHG emissions by mid-century through
large-scale changes in energy systems and potentially land use’ (IPCC, 2014,
p13). The recently-released New Climate Economy Report states that the next

15 years of investment will determine the future of the world’s climate system,
and that without stronger action in the next 10-15 years, it is near certain that
global average warming will exceed 2°C - the level the international community
has agreed not to cross —with ‘extreme and potentially irreversible impacts’ (The
Global Commission on the Economy and Climate, 2014).

The EU is a major international player and has consistently shown leadership

on climate policy. The policies that trade associations support or oppose in
Europe can therefore have farreaching consequences for transitioning the global
economy to a more sustainable model, and for the mitigation of climate change.
In order to explore the specific detail of the policies that trade associations were
supporting or opposing, we selected some prominent trade associations that had
responded to two consultations. These were:

TRADE ASSOCIATION NUMBER OF NUMBER OF LOBBYISTS WITH TOTAL LOBBYING
LOBBYISTS EU PARLIAMENT ACCESS? EXPENDITURE IN YEAR
Cefic: European Chemical 75 15 €6,000,000
Industry Council
BUSINESSEUROPE 27 21 €4,000,000 - €4,250,000
International Association of Qil 10 7 €1,800,000

and Gas Producers (OGP)

Eurometaux: European 8 o) €1,500,000 - €1,750,000
Association of metals

FuelsEurope (formerly EUROPIA) 6 4 €400,000 - €450,000
Eurelectric 7 6 €350,000 - €400,000
Confederation of European Paper 9 4 €300,000 - €350,000
Industries (CEPI)

EUROFER: The European Steel 1 0 €250,000 - €300,000

Association

Table 2: List of trade associations profiled in this report. All information in this table is selfreported by the associations
via the EU Transparency Register, and is for the most recently reported year (as of 16th December 2014).

? The website for the European Transparency Register states that individuals on the Transparency Register
may be granted access rights to the European Parliament for up to 12 months. Individuals with access rights
may obtain a daily access card to enter the European Parliament from the reception desks in Brussels and
Strasbourg. For more information, see http://ec.europa.eu/transparencyregister/info/consult-register/
requestEp.do2locale=en accessed on 16th December 2014.
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Below we profile and categorise responses from sampled trade associations to
two European Commission consultations on significant pieces of climate policy:

® The consultation on the Green Paper on a 2030 framework for climate and

energy policies, which was open for submissions from 28th March 2013 to
2nd July 2013 (European Commission, 2013a);

® The consultation on structural options to strengthen the EU Emissions Trading
System which was open for submissions from 7th December 2012 to 28th
February 2013 (European Commission, 2013b).

These publicly disclosed consultation responses provided us with a comparable
group of written statements by prominent trade associations, all submitted within
the same timeframe. To supplement these, we drew upon position papers and
press releases on the trade association’s websites, news articles, and reports and
commentary from third parties including environmental NGOs.

The following trade

5.1 The EU should not take unilateral action on climate

associations put Change.
forward this argument:

BusinessEurope

Many of the trade associations — particularly those in energy-intensive

EEEIC sectors — argued that the EU should not take unilateral action on
Eurofer climate change, and that emissions reduction targets should only
Eurometaux be increased in the case of similar commitments from the EU’s
g’g;&mpe major trading partners. Greenpeace notes that after the failure of

the Copenhagen climate negotiations, ‘carbon-intensive companies

32

in Europe were clear on the next steps. With a letter to the heads
of EU institutions in January 2010, a business coalition — spearheaded by the
European Chemical Industry Council (Cefic), the European Confederation of
Iron and Steel Industries (EUROFER) and BUSINESSEUROPE - insisted that the
EU refrain from taking a global leadership position on climate change, rejecting
any further progressive action.” (Greenpeace, 2011). Trade associations such as
Cefic have used the relative size of Europe’s emissions compared to total global
emissions fo argue that pursuing an ambitious carbon target would penalise the
region disproportionately in return for relatively litle environmental benefit. In
their consultation responses, BUSINESSEUROPE, Cefic, CEPI, EUROFER, and
Eurometaux all commented on the need for an international climate agreement
and indicated that Europe should not add additional burdens to industry without
a global climate deal in place. By contrast, Eurelectric encouraged pro-active
policymaking at the EU level on climate change, stating that ‘with international
negotiations in the UNFCCC proceeding slowly, showing the world that the EU
remains committed to a longterm strategy of driving carbon reduction through a
strong ETS is crucial to securing a global level playing field in climate action’.
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The following trade

5.2 Threat of deindustrialisation, ‘carbon leakage’ and

associations put |0b losses

forward this argument:

: iusfineSSEUFOPe Several trade associations stated that climate policies would raise
e Cefic

the costs of doing business in the EU to a prohibitive level, resulting

CEPI

Eurofer in slowed growth and layoffs. Some trade associations explicitly
Eurometaux highlighted the risk of job losses from the contraction of activity in
OGP

energy-intensive sectors in their consultation responses. For example,
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OGP ‘urges EU policymakers to carefully weigh up the impact of
new policies in terms of estimated ‘green job’ creation vs. the loss of industrial
competitiveness and existing jobs in other sectors’ (OGP, 2013). An interviewee
from a utility company recognised this, saying “On climate policy obviously it's
the heavy industry energy-intensives which will go and be listened to as they
have a very, very salient political message that they will say every time and that's
jobs. So it's the classic flag that they will wave at every given time. You know,
‘What about the jobs?’ and people listen.”

Trade associations also repeatedly raised the threat of ‘carbon leakage’,
‘investment leakage’ or deindustrialisation — whereby new energy-intensive
industry facilities are opened outside Europe due to high energy costs in the EU.
BUSINESSEUROPE wrote to President of the European Commission José Manuel
Barroso in January 2014 to urge the European President that the forthcoming
climate and energy package be ‘compatible’ with industrial competitiveness. The
letter contains stark warnings of the likelihood of carbon leakage, noting that ‘we
are still too often faced with Commission initiatives that undermine our industrial
competitiveness. Europe faces an ‘investment leakage’ trend, with new investments
in manufacturing sectors increasingly taking place outside Europe notably because
of the high costs of energy and climate policies.” The letter added that ‘it would be
extremely damaging if the Commission proposed simultaneously a communication
focused on how to improve our competitiveness and a climate and energy package
containing measures undermining that goal’(BUSINESSEUROPE, 2014aq).

Trade associations including Cefic, Cembureau, CEPI, EUROFER, FuelsEurope and
Eurometaux have also lobbied strongly on carbon leakage. In September 2014,
they sent a joint letter to the Heads of State and Governments of the EU Member
States ahead of the EU decision on the 2030 climate and energy framework,
arguing that ‘The EU should focus on promoting recovery and growth of industrial
production in Europe... Current carbon leakage provisions under the EU Emissions
Trading Directive, if not revised rapidly, will result in a huge shortage in free
allowances and increasing direct and indirect costs... our industries are expected
to face hundreds of billions of Euros in direct costs and costs pass through in
electricity prices’ - emphasis in original (Cefic et al, 2014). The letter went on to
call for confirmation ‘that carbon leakage measures will be continued after 2020,
as well as outlining the principles for the level of protection in order to safeguard
predictability, investment certainty, jobs and growth in Europe.’
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The following trade

5.3 Climate vs. competitiveness

associations put
forward this argument: |, their responses to the consultations, many of the trade associations

® BusinessEurope

contrasted the optimism of 2007 (when the 2020 climate and energy

e Cefic . . .

o CEPI targets were agreed) with the economic uncertainty seen across

* Eurofer much of Europe in 2012/13. A common approach across was for
* Eurometaux respondents to agree with the threat climate change poses before

FuelsEurope

going on to describe their worries about the economic condition

of Europe both in isolation and in relation to its major regional

trading partners. These concerns were then frequently used to support calls for a
‘rebalancing’ of the three headline policy objectives of security of supply, climate
mitigation and cost-effectiveness. Several respondents complained that undue
focus had been given to climate targets, which has had a detrimental impact

on economic growth. BUSINESSEUROPE, for example, says that ‘Since 2008,
Europe has focused energy and climate policy on environmental sustainability.
However, major internal and international developments require Europe to “re-

balance” the three main objectives’ (BUSINESSEUROPE, 2013).

Statements about the need to ensure adequate weight is given to all three
objectives were also evident in consultation responses by BUSINESSEUROPE,
OGP, Cefic, Eurometaux, FuelsEurope and Eurelectric. As stated by Eurometaux
"The focus cannot simply be on climate change and energy alone; it should also
cover industrial policy, competitiveness, taxes, trade, competition policy and
innovation’. The climate vs. competiveness line of argument was reinforced by the
investor we interviewed, who said “I think certainly in terms of how climate and
energy policy issues are shaped is significantly influenced by the fact that there’s a
perception that any carbon pricing, any reduction mechanism is essentially bad for
competitiveness... it is influencing both specific policies and the policy narrative,
which makes it difficult for any new policy or ambitious policy to come through.”

The following trade

5.4 Support for extraction of shale gas, and ending

associations support support for renewables
the extraction o

Shale Gas:

® BusinessEurope

o Cefic
e Eurofer

* OGP

A number of trade associations pushed for the removal or phasing
out of renewable energy and energy efficiency targets, and of
individual national support schemes for renewables on the grounds
that they distort the carbon price set by the EU ETS. They claimed
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that the removal of targeted support for renewable energy, ‘equal
treatment’ for all power generation methods, and harmonisation of EU-wide
policy would allow the market to set the price of carbon most efficiently. Trade
groups including BUSINESSEUROPE, Cefic, and OGP also expressed support for
development and use of natural gas (including ‘sustainable and safe’ exploitation
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of shale gas) as an important alternative energy source. OGP stated that ‘natural
gas from shales is potentially an opportunity for Member States to further
diversify their natural gas supply sources, while lowering overall GHG emissions
and stimulating economic growth.” By contrast, Friends of the Earth Europe have
stated that ‘The IPCC and the International Energy Agency, among others, have
warned that the widespread development of shale gas at the global level would
have a negative climate impact.” (Friends of the Earth Europe, 2014).

The following trade

5.5 EU Emission Trading System reforms are undesirable

associations sput

forward this argument:

BusinessEurope

There was strong agreement amongst the consultation responses from
trade associations that we analysed (with the exception of Eurelectric)

Cefic

CEPI that the proposals contained in the Commission’s report on ‘The
Eurofer state of the European carbon market in 2012, were shortterm
Euromefaux measures that would address neither a) the structural shortcoming of

35

the EU ETS, b) the needs of business, nor c) emissions after 2020.
The former assistant to an MEP that we interviewed recalled of the backloading
debate that many trade associations “were mainly asking for MEP’s to vote
against the backloading measures, so they wanted to kind of kill the carbon
market whilst it was already on its dying knees really... | guess they just
smelled blood and they really put all their efforts behind trying to [make if] really,
really toothless.”

BUSINESSEUROPE, Cefic, CEPI, EUROFER, Eurometaux and OGP all took
positions broadly in keeping with the view that backloading and other structural
reforms were undesirable, with CEPI calling upon the European Commission

and member states to ‘thoroughly think through structural changes to the EU

ETS, instead of a short term fix’. By contrast, Eurelectric was supportive of ETS
reform. Of the trade associations analysed, there were only two (Eurometaux and
FuelsEurope) who suggested that the EU ETS is currently functioning as designed,
with supply and demand setting the price. FuelsEurope argued against the
retiring of allowance in phase 3 of the EU ETS ‘because the EU ETS is currently
responding to the economic conditions in Europe and therefore working as
designed’, whilst Eurometaux state that they believe the EU ETS ‘functions well as
a trading market’.
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What were the proposed reforms to the EU Emissions
Trading System?

The implementation of the EU Emissions Trading System has been divided
into trading periods. The first, running from 2005 to 2007, was intended
as a pilot project to prepare for the second phase, which would help to
ensure the EU and its member states met their Kyoto Protocol emissions
obligations. It only covered emissions from power generators and energy-
infensive industries, and almost all allowances were granted to participants
free of charge. Over-allocation of allowances and reduction of emissions
by participating firms pushed the price of allowances down almost to

zero (European Commission, 2014a). The financial crisis and subsequent
recession reduced aggregate demand within Europe’s economy during the
second phase, from 2008 to 2012, causing downward pressure on the
carbon price despite a 6.5% reduction in the overall number of allowances
(European Commission, 2014b).

The current trading period, which lasts from 2013 to 2020, has seen a
steady transition towards auctioning of allowances rather than free allocation,
and operates under a single EU-wide cap instead of the previous system of
national caps. The earlier build-up of a surplus of 2.1 billion allowances
within the system was responsible for the low carbon price, and the European
Commission launched a consultation from late 2012 to early 2013 to hear
views on a number of proposals designed to reduce this ongoing structural
excess over the long-term (European Commission, 2014c). The quotations in
this chapter are taken from publicly-available responses to the consultation
run from late 2012 to early 2013. The shortterm approach, given final
approval by the European Parliament in December 2013, was to postpone
the auctioning of 900 million allowances until 2019-2020. Known as
‘backloading’, this restriction of supply — temporarily, as the same number of
allowances will be available over Phase Three — was intended to tighten the
market and push up the carbon price, and was implemented in March 2014.

The following rade 5.6 Support for a single GHG emissions target and more

associations put research for innovation and technology development
forward this argument:

* BusinessEurope With the exception of Cefic, EUROFER and Eurometaux (whose
: Ef:lecmc position was unclear), all other trade associations suggested that
« FuelsEurope the EU should set an overall climate ambition for 2030 based on
* OGP a single GHG emissions reduction target (even in the absence of

an international climate agreement). In the consultation responses
to the EU 2030 Framework, all trade associations analysed made reference
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What was the EU 2030 Framework?

In March 2013, the European Commission published a Green Paper on the
proposed EU ‘2030 Framework’. The aim of the 2030 Framework was to
make the European Union’s economy and energy system more competitive,
secure and sustainable, and follows on from the EU’s first package of climate
and energy measures which were agreed by national leaders in the EU in
March 2007 - the so-called ‘20-20-20" targets. The 20-20-20 targets set
three objectives for 2020:

® 20% reduction in EU greenhouse gas emissions from 1990 levels

® 20% rise in the share of EU energy consumption produced by
renewable sources

® 20% improvement in the EU’s energy efficiency

The aim of the Green Paper was to consult stakeholders to obtain evidence
and views to support the development of the 2030 Framework. In this chapter
we outline the responses from a number of selected trade associations to the
European Commission’s Green Paper on the 2030 Framework. It should be
noted that these responses were submitted between March and July 2013,
before an agreement on the targets was made. The Green Paper did not
outline specific proposals for targets and features of the new framework

but rather sought feedback to build on the experience and lessons from the
original framework. Hence, responses from the trade associations were made
with the view that all aspects of the policy framework were open to discussion
and debate.

to inefficiencies arising from multiple, overlapping targets in the current
framework, and were subsequently broadly opposed to energy efficiency
and/or renewable energy targets for 2030. BUSINESSEUROPE, Cefic, CEPI,
Eurelectric, Eurometaux, FuelsEurope, and OGP were all in favour of the EU ETS
as the central mechanism for CO, emissions reduction. Many trade associations
included a great deal of focus on the importance of research for innovation and
technology development in a future policy framework. All trade associations
analysed suggested that the EU should provide more support for innovation and
technology development to address climate change.
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, 5.7 Support for completion of the internal energy market
The following trade d ind al .
associations supported AN an Industrial policy target

the development of an
industrial policy target: BUSINESSEUROPE, Cefic, CEPI, Eurelectric, FuelsEurope and OGP

® BusinessEurope

o Cefic all stated the importance of completing the internal energy market
* CEPI through full implementation of the third energy package. With
* Eurofer regards to industrial competitiveness, BUSINESSEUROPE, Cefic,

e Eurometaux

CEPI, EUROFER and Eurometaux all expressed support for an
But it was opposed by:  ndustrial policy target (e.g. inclusion of a target for 20% of Europe’s
: g’g;E”mpe GDP to come from industry by 2020 and beyond), whilst FuelsEurope
and OGP were explicitly against the use of such targets. FuelsEurope
stated that ‘regarding the other objectives of the EU energy policy,
namely competitiveness and security of supply, EUROPIA [now FuelsEurope] does
not consider that binding targets are necessarily the best instrument to promote
them’. OGP said that it "does not consider targets as good instruments to promote
or measure competitiveness and/or security of energy supply.’

Table 3: Trade Association responses to European Commission consultation on structural options to
strengthen the EU Emissions Trading System

ISSUE DESCRIPTION BUSINESS CEFIC CEPI EURELECTRIC EUROFER EURO FUELS OGP
EUROPE METEAUX EUROPE

Bl Trade association puts forward this argument
Not identified as a key priority amongst sources reviewed.

w
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Table 4: Trade associations’ responses to the European Commission consultation about the Green Paper on
a 2030 framework for climate and energy policies

ISSUE DESCRIPTION BUSINESS CEFIC CEPI EURELECTRIC EUROFER EURO FUELS OGP
EUROPE METEAUX EUROPE

Bl Trade association puts forward this argument
View not expressed on this issue in consultation response
I Trade association holds different view

w
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How well the activities of
trade associations represent
the sustainability policies of
member companies

The debate about how well trade associations represent their members on
climate policy has recently been thrown into the spotlight. On 21st August 2014,
Microsoft left the American Legislative Exchange Council (ALEC), leading to
speculation this was because of ALEC’s opposition to renewable energy (Natter,
2014). The next day, consumer products giant Unilever ended its membership of
trade association BUSINESSEURORPE, hinting at tensions with the lobby group’s
stance on environmental policies by stating that ‘'we are committed to working
with tfrade associations and likeminded companies who can come together to
create tipping points for products and markets. With this in mind it is important
we review our memberships on an ongoing basis’ (Shankleman, 2014). The
former assistant to an MEP that we interviewed noted the change in Unilever’s
public stance since leaving BUSINESSEURORPE, stating “And you might have seen
Unilever... they recently left BUSINESSEURORPE. Since they’ve left you've seen a
huge difference in their lobby asks and they’ve just come out with a position on
2030 and | nearly fell off my chair when | read it, it's so good... it's better than a
lot of governments. Any government | think.”

On 22nd September 2014, Google also announced that it was leaving ALEC.
The next day Google Chairman Eric Schmidt clarified that this was because of
ALEC’s opposition to action on climate change. “The people who oppose it are
really hurting our children and grandchildren and making the world a much
worse place,” Schmidt said on NPR’s ‘Diane Rehm Show’ “We should not be
aligned with such people. They are just literally lying” (Sneider and Womack,
2014). Yahoo, Facebook and Yelp followed in that week with statements
clarifying that they too had let their affiliations with ALEC expire (Nicks, 2014).

6.1 Investor and civil society concerns about misalignment between
companies and their trade associations on climate policy

In some cases, investors and civil society actors have become concerned that

direct lobbying by companies, and indirect lobbying via trade associations, is
undermining the long-term economic security and value of those companies in
favour of shortterm policy wins. A review of the proxy voting season in 2013
in the US noted that ‘Shareholder proposals addressing corporate political
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spending and political activities remain the largest issues area for environmental
and social shareholder proposal activity for the second year in a row’
(Institutional Shareholder Services, 2013). The influence of trade associations
that may be misrepresenting the views of companies that are relatively supportive
of progressive climate policy is a particular area of concern, with a recent

report stating that in the US ‘many companies have board seats on associations
that hold climate change positions in direct opposition to their own’ (Union of
Concerned Scientists, 2013). The investor we interviewed echoed concerns
about EU trade associations facing similar conflicts.

Some NGOs and investors have criticised trade associations for failing to align
with the long-term interests of their members companies. As the investor we
interviewed for this project put it: “the point is not that trade associations per

se are bad. Our concern is that they are being funded to represent the short-
term interests of the sector, which may not ultimately be in the long-term interests
of investors, such as ourselves and ultimately our clients, whose money we are
stewards of and investing on their behalf.” A report into lobbying activities by US
companies has stated that the impact of this short-termist or misaligned lobbying
can be the defeat or delay of policy efforts to address climate change, which
'has huge implications for government, the economy, public well-being, and the
planet’ (Union of Concerned Scientists, 2012).

There has been some criticism of the positions of trade associations on climate
policy for failing to recognise the interests of their members. For example,
Greenpeace have stated that ‘even general business associations, such as the US
Chamber of Commerce, BUSINESSEUROPE or the Japanese Nippon Keidanren
- which often have hundreds of members - lobby against climate change
legislation, thereby advancing the interests of a few while claiming to speak on
behalf of all their members’ (Greenpeace, 2011). This was reinforced by one of
the trade association representatives we interviewed, who said that “in my view
many of the heavy intensive industry trade associations here in Brussels are a lot
more black and white about the world than are the companies behind them.”

6.2 The positions of trade associations on climate change

All of the trade associations profiled in this report had publicly available
statements about their commitment to dealing with climate change; for

example, Cefic (the European Chemical Industry Council) ‘strongly supports the
international efforts on market based mechanism as [greenhouse gas] mitigation
tools’ (Cefic, 2012) and the Confederation of European Paper Industries (CEPI)
says that ‘Sustainability is central to all European paper industry activities

and a large proportion of our resources are devoted to ensuring the industry
minimises its environmental impacts across the EU’ (CEPI, 2011). Some NGOs

Lobbying by Trade Associations on EU Climate Policy



42

have expressed scepticism about the depth of the commitment of some trade
associations to mitigating climate change, though, particularly in energy intensive
sectors. One NGO told us “In general terms we all... support climate action.

The question is, will it be conditional on actions in the international negotiations
What are the details for the allocation of free emission allowances? Is climate
action really backed up with clean technology?... the devil is within the detail”.

Interestingly, one of the trade association representatives we interviewed said
that “You will hear, if you interview some of the energy intensive associations,
lots of language about climate. Listen very, very carefully. They acknowledge the
challenge, want a stronger carbon price to tackle this. The issue is they never
say exactly what for or exactly when. It's a mafiana position. And there’s lots of
weasel wording... When | sit with these people...behind closed doors — what |
actually hear is climate denial. Why are we being bothered about this bollocks,
why won't it just go away? | know other associations for instance advise their
members not to worry about climate policy in the new [Juncker] Commission as it
won't exist”.

6.3 Responsibility of companies to manage and engage with their
trade associations

A solution to the problem of corporates offering a “fractured’, unaligned or
contradictory voice on climate change has been calls from NGOs and UN
agencies for companies to align their sustainability policies with their lobbying
activities; no small feat for organisations like Unilever, which employ over
167,000 people worldwide (Unilever, n.d.). One of the authors of this paper
contributed to the Guide to Responsible Corporate Engagement in Climate Policy
(UN Global Compact et al., 2013) which concluded that companies should
undertake actions in three areas:

® |dentify — Co-ordinate with internal and external experts to inventory their
influences on policy processes, the risks and opportunities for alignment.

® Align — Complete internal audit to ensure the company has consistent
positions, strategies and investments that align to mitigate climate change.

® Report — Transparently disclose the company’s positions and actions on
climate change — and the outcome of these.

Others have called for businesses to go beyond ensuring internal consistency,
and use a clear, consistent message to pro-actively advocate for progressive

climate policies. For example, Steve Howard, Chief Sustainability Officer at
IKEA, stated in 2013 that:
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‘There is an old expression which is that winners go to market and losers go to
Washington. But we now need the winners to go to Washington and Brussels
and Beijing fo help unlock business innovation and investment to get this problem
solved. We have seen there is a silent majority of businesses which want fo see
effective leadership from government on climate change but they have not known
what to advocate for or may have felt it is not their responsibility to do something
about. The key is now for business to find its voice ... VWe cannot defend the
status quo and af the same time build a sustainable future at pace and scale.
The strafegic assets of the 2 1st century will be clean air and clean water and
renewable energy; it is not about defending the right to pollute.”

Steve Howard (Chief Sustainability Officer, IKEA) as quoted in Confino, 2013

This clearly still remains a current area of concern at the time of writing. For
example, in December 2014 the Institutional Investors’ Group on Climate
Change (IIGCC) published ‘Investor Expectations: Oil and Gas Company
Strategy’ which outlined issues they expected investors to raise with oil and

gas companies, which included ‘Engage with public policy makers and other
stakeholders in support of costeffective policy measures to mitigate climate
change risks and support low carbon investments, such as those advocated for
in the 2014 Global Investor Statement on Climate Change. Ensure there is broad
oversight and transparency about the company’s lobbying activity and political
spending on this topic and related energy and regulatory issues’ (IGCC, 2014).

6.4 Companies that are members of both trade associations and
sustainability initiatives

It is also useful to examine which companies are members of trade associations
lobbying in the EU on climate policy, but are also members of high-profile
sustainability initiatives. For example, BASF are a member of CEFIC — the trade
association that rejected the need for ‘backloading’ of the EU Emissions Trading
System. They are also members of the World Business Council for Sustainable
Development (WBCSD), a ‘CEO-led organization of forward-thinking companies
that galvanizes the global business community to create a sustainable future for
business, society and the environment.”’® Similarly, AngloAmerican are a member

of Eurometaux, a trade association that has also opposed backloading, but is a
member of WBCSD.

19 hitp://www.wbcsd.org/about.aspx accessed on 19th December 2014
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Table 5: Companies that are members of trade associations profiled in this report, who are also members of prominent sustainability initiatives

COMPANY TRADE ASSOCIATION COMPANY IS WORLD BUSINESS BUSINESS THE CLIMATE CERES
A MEMBER OF COUNCIL FOR FOR SOCIAL GROUP
SUSTAINABLE RESPONSIBILITY
DEVELOPMENT
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COMPANY TRADE ASSOCIATION COMPANY IS WORLD BUSINESS BUSINESS THE CLIMATE  CERES

A MEMBER OF COUNCIL FOR FOR SOCIAL GROUP
SUSTAINABLE RESPONSIBILITY
DEVELOPMENT

6.5 Profiles of companies and sustainability initiatives

It is interesting to compare the sustainability policies of companies with the
lobbying actions undertaken by trade associations that they are members of.

In some cases there seems to be close alignment, while in others there appear

to be contradictions between the sustainability policies of companies and the
policies of trade associations that they are members of. Profiles of the trade
associations we have focused on are provided below, with some examples of the
sustainability policies of their member companies. All of the trade associations
listed below provided input into both of the two key consultations held by the
European Commission in 2013: the Consultation on the Green Paper on a 2030
framework for climate and energy policies, and the Consultation on structural
options fo strengthen the EU Emissions Trading System.
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Trade Association Profile: BUSINESSEUROPE

Formed: 1958 (as the Union des Industries de la Communauté européenne, or UNICE)
Based: Brussels
President: Emma Marcegaglia

1. Who does BUSINESSEUROPE represent?

BUSINESSEUROPE describes itself as the leading advocate for growth and
competitiveness at European level, standing up for companies across the
continent and campaigning on the issues that most influence their performance.
They claim to speak for allsized enterprises including global household names
such as Coca-Cola, Nestlé, and Philips, across 35 European countries whose

national business federations are BUSINESSEUROPE’s direct members.

The organisation states that they aim to work on behalf of their member
federations to ensure that the voice of business is heard in European policy-

making. They also represent European business in the international arena,
‘ensuring that Europe remains globally competitive’ (BUSINESSEUROPE, 2014b).

2. What is their position on climate change?

BUSINESSEUROPE's website states that they recognise the challenge of
‘ensure[ing] sustainable access to and use of resources without causing
environmental problems that disrupt supply-chains, hamper important eco-
systems, cause dangerous climate change or negatively affect biodiversity’

(BUSINESSEUROPE, 2014c).

3. How do they engage with policymakers?

BUSINESSEURORPE interacts regularly with the European Parliament, Commission
and Council as well as other stakeholders in the policy community, mainly
through the production of written statements and letters and also formal
consultation responses. In January 2014, BusinnessEurope’s President and
Director General wrote a letter on behalf of its member federations to the
President of the European Commission urging him to “ensure that the 2030
climate and energy package is fully compatible with the imperative need of
strengthening our industries and restoring Europe as a place for industrial
investment.” According to their self-reported entry in the EU Transparency
Register, BUSINESSEUROPE employs 27 lobbyists, 23 of which have access to
the European Parliament.

4. What are they engaging with policymakers on?
BUSINESSEUROPE has drawn criticism from renewable energy companies
and green groups in the past for its stance on climate change policy, being
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labelled ‘old fashioned’ and increasingly out of sync with current thinking among
progressive businesses on the need for Europe to deliver deep cuts in carbon
emissions post 2020 (BusinessGreen, 2014).

In the response to the EU consultation on options to reform the EU Emissions
Trading System, BUSINESSEUROPE opposed the ‘backloading’ proposal on the
basis that it would ‘undermine the regulatory predictability through to 2020 as
established under the EU ETS and further deteriorate the global competitiveness
of Europe.’ They also stated that ‘BUSINESSEUROPE opposes any unilateral
increase of the emission reduction target for 2020 unless other industrialized
countries assume comparable emission reductions and developing countries put
in place measures to fight climate change with their respective capacities.” More
recently, BUSINESSEURORPE released a press statement (dated 24th October
2014) in response to key features of the EU energy and climate policy agreed
upon post-2020, in which it labelled the 40% emissions reduction target as
‘highly ambitious’ and called for greater consideration for competiveness. On
the final, agreed targets, BUSINESSEUROPE Director General, Markus J. Beyrer,
stated that ‘EU leaders didn’t have the strength to re-orientate Europe’s climate
and energy policy towards the international competitiveness of EU industry.’

5. Who are their members and are their positions aligned?
BUSINESSEUROPE discloses a list of national trade federations that hold
membership of the European body, as well as a list of 63 companies on their
‘Corporate Advisory and Support Group.’ There is a diversity of different
sectors represented on this Group. Although they are not currently listed as
partner companies Coca-Cola stated in the CDP information request for both
2013 and 2014 that its position on climate change was inconsistent with
BUSINESSEUROPE, because ‘for companies it is essential to operate in a
predictable EU policy framework which integrates climate protection, energy
security as well as competitiveness concerns’ and ‘the EU’s 2007 Climate and
Energy Package with its ambitious 2020 targets to reduce greenhouse gas
emissions, to increase the share of renewable energy and to improve energy
efficiency has triggered a policy and legislative agenda with far-reaching
consequences for European companies’. Coca-Cola seems to state that their
desire for policy stability cannot be easily aligned with BUSINESSEUROPE's
position on climate policy.

The difficulty of agreeing positions within trade associations with broad
memberships was also underlined by the response of ArcelorMittal to the CDP
information request, which said: ‘The National and Regional industry and
business associations represent the position of many industries, which don't
confront the same technological challenges as the steel industry. An example of
this is the energy sector, that could be motivated to increase carbon prices’ -

something that ArcelorMittal (also a BUSINESSEUROPE member) opposes.
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Trade Association Profile: Confederation of European Paper Industries

Formed: 1992
Based: Brussels
Director General: Marco Mensink

1. Who does CEPI represent?

The Confederation of European Paper Industries (CEPI) is a non-profit making
organisation which claims to be regrouping the European pulp and paper
industry and championing the industry’s achievements and the benefits of its
products. Through its 18 member countries (17 European Union members
plus Norway) CEPI represents some 520 pulp, paper and board producing
companies across Europe, ranging from small and medium sized companies
to multi-nationals, and 940 paper mills. Together they represent 24% of world
production of paper (CEPI, 2014a)

2. What is their position on climate change?

CEPI recognises climate change as a challenge and in its 2013 Sustainability
Report, states one of its ambitions as to ‘help combat climate change and
minimise our impact on the environment’ (CEPI, 2013).

3. How do they engage with policymakers?

CEPI engages with policymakers through various means such as consultations,
press releases, holding events, and meeting with policymakers and legislators.
CEPI was a signatory in an open letter from the Alliance of Energy Intensive
Industries to the heads of State and Governments of the EU Member States, the
European Parliament, the Council of the European Union and the European
Commission, demanding immediate protection from carbon leakage. According
to their self-reported entry in the EU Transparency Register, CEPl employs 9
lobbyists, 4 of which have access to the European Parliament.

4. What are they engaging with policymakers on?

CEPI has been reported as a leader in developing technological solutions to
reduce carbon emissions and address climate change (The Economist, 2013),
whilst also advocating for greater policy focus on EU industrial competiveness

(CEPI, 2014b)

CEPI explicitly contrasted climate policy and competitiveness in response to the
EU consultation on 2030 targets, stating that “Without a strong industrial policy,
climate targets make no sense. So far industrial policy has been laid down in
policy documents only, where climate policy has resulted in legislation. This
situation needs a rebalance.’ In response to the consultation on strengthening
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the EU Emissions Trading System, it said that “We have understood that the EU
target of 20% only moves to 30% when an international binding climate change
agreement is reached. As these pre-requisites are not there, the Commission
would be exceeding its powers if it would propose to increase the 2020 target to
-30% within the context of the EU ETS review.’

5. Who are their members and are their positions aligned?

CEPI discloses a list of 4 companies who are ‘CEPI Partners’, as well as a list

of the national trade federations that are part of CEPI. Although they are not
currently listed as a CEPI partner, Sappi (a wood pulp and paper company)
stated in the CDP information request for 2014 that they had a mixed consistency
with CEPI's stance on climate policy, noting that ‘The backloading of EU ETS
allowances was defeated in the European Parliament on 18 April 2013. While
supporting the EU ETS as a policy instrument to meet the EU’s climate objectives,
the Alliance of Energy Intensive Industries (to which CEPI belongs) was opposed
to any modification of the EU ETS rules which would damage further industry’s
competitiveness. The Alliance of Energy Intensive Industries therefore called for
the rejection of the back-loading proposal’. Sappi’s declaration that the two
organisations’ views are not consistent shows that consensus does not always
exist either between trade associations themselves, their members, or the pan-
European bodies to which they may belong.
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Trade Association Profile: Eurelectric

Formed: 1989
Based: Brussels
President: Johannes Teyssen

1. Who does Eurelectric represent?

EURELECTRIC is the sector association which claims to represent the common
interests of the electricity industry at pan-European level, plus its affiliates and
associates on several other continents. It currently has over 30 full members
which represent the electricity industry in 32 European countries.

2. What is their position on climate change?

Eurelectric states that they believe climate change is a major threat which
requires urgent action at an international scale. On their website, they state
‘we are strongly committed to reducing carbon emissions and meeting the EU'’s
climate targets for 2020 and its 2050 climate vision’ (Eurelectric, 2014).

3. How do they engage with policymakers?

Eurelectric puts out a range of publications including briefing, positions papers,
reports and consultation responses, as well as organising events and working
groups that bring together members. According to their self-reported entry in
the EU Transparency Register, Eurelectric employs 7 lobbyists, 6 of which have
access to the European Parliament.

4. What are they engaging with policymakers on?

EURELECTRIC has adopted a largely progressive stance on climate policy,
arguing in response to the EU 2030 consultation for ‘an economy-wide 2030
emissions reduction target of at least 40% compared to 1990, in line with

the Commission’s Low-carbon Economy Roadmap 2050’. In response to the
consultation on reforms to the EU Emissions Trading System, EURELECTRIC
called for the EU to show leadership on emissions reductions, stating that ‘With
international negotiations in the UNFCCC proceeding slowly, showing the world
that the EU remains committed to a long-term strategy of driving carbon reduction
through a strong ETS is crucial to securing a global level playing field in climate
action.’

5. Who are their members and are their positions aligned?

The positions taken by EURELECTRIC seem to be consistent with the positions of
its member organisations; for example, American multinational technology and
consulting corporation IBM have stated that ‘climate change is a serious concern
that warrants meaningful action on a global basis’. Similarly, multinational
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professional services network PricewaterhouseCoopers claims that although

it has a relatively low environmental footprint, believes ‘good environmental
stewardship is part of an organisation’s licence to operate’ (PwC, 2015).
Another member company, Péyry, a global consulting and engineering firm
focusing on the energy, forest industry and infrastructure and environment sectors
advocates for’“committing now to a clear carbon pricing framework to deliver
the next phase of power sector decarbonisation to 2030 and pursuing policy
initiatives that support the effectiveness of carbon pricing’ (Pdyry. 2013).
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Trade Association Profile: EUROFER

Formed: 1976
Based: Brussels
Director General: Axel Eggert

1. Who does EUROFER represent?
EUROFER state that they represent 100% of the steel production in the EU, and
its membership consists of national frade associations and individual companies.

The industry in Europe has an annual turnover of €170bn and directly employs
350,000 people (EUROFER, 2013a)

The EUROFER entry in the EU Transparency Register (2014a) states: ‘The
objectives of EUROFER are to provide information, services and guidance to

its members related to European and international policy affairs and political,
economic and market analysis, and providing guidance for the implementation of
EU legislation’.

2. What is their position on climate change?

EUROFER acknowledges the threat of climate change and points to how, since
1970, the steel sector in Europe has halved its emissions per tonne produced
(EUROFER, 2013b). It nevertheless argues that if ambitious climate policies are
pursued in the absence of global level playing field, this will simply serve to
export growth and jobs to other regions. Moreover, they argue that European
steel producers are among the most efficient in the world, and pushing them to
areas with less stringent environmental regulation would be likely to create a net
rise in emissions.

3. How do they engage with policymakers?

EUROFER takes part in formal lobbying in the shape of stakeholder workshops,
stakeholder consultations, press releases, position documents and technical
documents. It also carries out more personal lobbying activities such as bilateral
meetings with Directorate-Generals in Brussels. According to their self-reported
entry in the EU Transparency Register, EUROFER has one lobbyist, with no access
to the EU Parliament.

4. What are they engaging with policymakers on?

EUROFER is engaging with key decision-makers on major issues around structural
reform of the European carbon market, and EU energy and climate policy to
2030. With the price of steel set globally, and producers in developing countries
facing lower costs, EUROFER feels that any policy revisions to the carbon market
(such as backloading or retiring allowances) would unfairly penalise an industry
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that is already operating very close to its technical limits. It estimates that, instead
of the 43% reduction objective in the Commission Low Carbon Roadmap, current
technologies would allow for a 10% reduction at most (EUROFER, 2013c).
EUROFER also published a letter in February 2014 calling, among other things,
for Europe not to ‘impose on itself unilateral CO2 reduction targets which no-one

else follows’ (EUROFER, 2014).

5. Who are their members and are their positions aligned?

A prominent example of EUROFER member company is ArcelorMittal
headquartered in Luxembourg, which is the world’s largest steel producer.

It states that it aims to design products for the low carbon economy, and to
reduce carbon emissions from its own production processes — specifically, by
8% by 2020. The views of ArcelorMittal appear largely to accord with those of
EUROFER: they support a ‘co-ordinated and binding global plan’, which should
include both developed and emerging economies. Furthermore, this should be
based on a bottom-up assessment of what each sector can realistically contribute,
without which ‘European steelmakers are unfairly disadvantaged at a time when
they are least resilient’. The company also engages ‘with international bodies

to ensure that the debate on issues such as ‘carbon cap and trade’ schemes is
balanced and well-informed’, with the objective of ensuring all such schemes
are ‘appropriate, fair and achievable’ (ArcelorMittal, n.d.). ArcelorMittal has
stated publicly that the ETS ‘will put European steelmakers at a severe economic
disadvantage compared with competitors outside the EU, despite the substantial

investment by the European steel industry in low carbon steel research’
(ArcelorMittal, n.d.).

The Tata Group is an Indian multinational conglomerate company headquartered
in Mumbai, Maharashtra, India. It is slightly more ambitious than ArcelorMittal,
estimating that its group emissions can be reduced by 10-15% (although no
date is given for when these emission reductions would be implemented),

(TATA, n.d.). If this is taken as a long term goal, it is not far removed from the
EUROFER position on the possible emission reductions that are possible in the
steel industry, as Tata's proposed emission cuts is far below the 40% whole
economy emission reduction goal put forward by the European Commission —
and some of Tata’s improvements in efficiency may happen in their operations
outside of the EU, which may not be as efficient as European facilities. Tata also
describes its strategic collaboration with ‘forward-thinking companies and global
organisations’ such as the UN Environment Programme and the UN Global
Compact Caring for Climate Initiative.
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Trade Association Profile; Eurometaux

Formed: 1957 (as the Comité de Liaison des Industries de Métaux Non Ferreux
de la Communauté Economique Européenne)

Based: Brussels

Director General: Guy Thiran

1. Who does Eurometaux represent?

Eurometaux is the EU association of the non-ferrous metals industry, representing
the main EU and international metals producers, EU and international metal
commodity groups and national metal federations. The industry covers base
metals, precious metals and technical metals, manufactured from both primary
and recycled raw materials. The organisation claims to maintain an open

and constructive dialogue with the European authorities and international or
infergovernmental bodies in all areas of policy and legislation. By doing so,
Eurometaux aims to ensure early consultation and promote the industry’s views
and positions (Eurometaux, 2012).

2. What is their position on climate change?

Eurometaux accepts the need to stop climate change, in principle, stating that ‘we
are fully committed to active participation in EU efforts to ensure the sustainable use
of energy resources and to combat climate change’ (Eurometaux, n.d.).

3. How do they engage with policymakers?

Eurometaux engages with policymakers through various means, and was also

a signatory in an open letter from the Alliance of Energy Intensive Industries to
the heads of State and Governments of the EU Member States, the European
Parliament, the Council of the European Union and the European Commission,
demanding immediate protection from carbon leakage. According to their self-
reported entry in the EU Transparency Register, Eurometaux employs 8 lobbyists,
6 of which have access to the European Parliament.

4. What are they engaging with policymakers on?

Eurometaux has focused strongly on industrial competitiveness, arguing for it

to be placed on an equal footing with climate and energy goals. In a recent
position paper, shortly before the European Council’s 23-24 October conclusions
on the EU 2030 climate and energy framework, Eurometaux stressed the
importance of ensuring long-term protection and compensation for industries
affected by carbon leakage under the revised EU Emissions Trading System (ETS),
and stated in response to the EU consultation on the 2030 targets that ‘Legally
binding climate targets for CO, emission reductions should be accompanied

by legally binding compensation to carbon leakage exposed industries, arising
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from direct and indirect costs due to the EU/ETS, based on actual production’
and that the EU should ‘allow for the deployment of all energy sources, enabling
competitive prices’.

Eurometaux also ferociously opposed to the backloading of the EU Emissions
Trading System, stating in response to the EU consultation that ‘the European non-
ferrous metals industries, as well as other energy-intensive industries in Europe,
are now fighting for their survival, carrying significant extra cost burdens in
carbon and energy costs. ‘Backloading” and other ad hoc measures to measure
the balance of the EUA market will exacerbate the problems for industry without
rectifying the weakness of the EU ETS.’ They also say that ‘The EU ETS functions
well as a trading market and the goal of reducing GHG emissions by 20% by
2020 compared to the 1990 level is met. Options to tighten the EU ETS market
should only be considered for the next trading period after 2020." Assertions
that the EU currently functions well are strongly contested by green groups and
politicians, who note that the carbon leakage list (which provides free allowances
to industries seen as at risk from a high carbon price) assumes an emissions
allowance price of €30 a tonne, but current levels are far below that, at around
€6 per tonne.

5. Who are their members and are their positions aligned?

Prominent members of Eurometaux include Rio Tinto Alcan, one of five product
groups operated by Rio Tinto, a leading international mining group. Rio Tinto
has stated that it ‘recognises that addressing the climate change challenge will
require...capital investments and behaviour changes in global energy, transport,
industrial, community and infrastructure systems’ and that ‘At Rio Tinto Alcan,
we believe that climate change solutions must ultimately be global and involve
all major emitters... recognition of early action can encourage further progress’.
Similarly, member company Anglo American states that ‘Climate change is a key
challenge of our era. We recognise the need to take meaningful action towards
addressing its causes, and to help protect our employees, assets, as well as the
communities and environments linked to our operations, against its potential
impacts.” Asturiana de Zinc is a member of Eurometaux, and its parent company
Glencore has stated ‘We recognise that climate change issues are part of the
political, societal and regulatory landscape in which we operate.... The weight
of global scientific opinion on climate change calls for significant reductions

in human-generated greenhouse gas emissions (GHG) worldwide’ (Glencore,
2015). It is questionable whether Eurometaux’s stance on the proposed reforms
to the EU ETS and the carbon leakage list help to achieve ‘meaningful’ or ‘early’
action on climate change, although the statements about the need for ‘global
solutions’ aligns with the language used by Eurometaux.
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Trade Association Profile: European Chemical Industry Council

Formed: 1972
Based: Brussels
President: Jean-Pierre Clamadieu

1. Who does Cefic represent?

Cefic represents 29,000 large, medium and small European chemicals
companies, which it states are together directly responsible for employing 1.2
million jobs and account for 20% of chemical production worldwide. It has
640 members and offiliates, consisting of a variety of companies and national
trade associations. The entry for Cefic in the EU Transparency Register states:
‘The Association shall pursue mainly a scientific purpose by promoting all issues
of interest to the chemical industry, in the widest sense, in Europe and in the
countries where it operates, and its contribution to sustainable development.’

2. What is their position on climate change?

Cefic recognises climate change as an international issues, and ‘strongly
supports the international efforts on market based mechanism as [greenhouse
gas] mitigation tools’ (Cefic, 2012). It argues that there ought to be a balance
between the economic, social and environmental pillars of sustainability, and that
top-down climate targets should only be implemented in the advent of a global
deal. Otherwise, targets should be based on bottom-up feasibility assessments.

3. How do they engage with policymakers?

Cefic responds to consultations, puts out press releases, hosts events, and meets
with policymakers and legislators. According to their self-reported entry in the EU
Transparency Register, Cefic employs 75 lobbyists, 15 of which have access to
the European Parliament.

4. What are they engaging with policymakers on?

Cefic has opposed action to strengthen the EU Emissions Trading System,
stating that ‘Cefic rejects the idea of an intervention in the ETS in phase 3 i.e.
in the absence of a global climate policy agreement. Such intervention would
not improve but directly worsen the measures against carbon leakage without
any environmental need’ and has clearly stated that it believes a strong EU
climate target should only be put in place if there is agreement among all of the
region’s competitors, asserting that the EU should ‘set a top-down climate target
conditionally only in case of a substantial global agreement with comparable
burdens for industry worldwide. In the absence of a global agreement provide
bottom-up calculations to define a realistic, cost-efficient range for a climate goal,
taking scenarios into account.’
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5. Who are their members and are their positions aligned?

There is a question around whether Cefic’s positions represent the interests of its
members. For example, Veolia Enviroment S.A. has stated that ‘Climate change
is largely the result of an economic model made popular since the Industrial
Revolution of the 19th century, rooted in the extensive, linear consumption of
natural resources, especially fossil fuels. The now-acknowledged effects of climate
change provide ample proof that this model is untenable from an environmental,
economic and social standpoint.” Similarly, Bayer in the UK/Ireland region

is part of the global concern Bayer AG, based in Leverkusen, Germany. The
company works across three business units — HealthCare, MaterialScience and
CropScience. On its website, BAYER states that "We take climate change as an
environmental and economic challenge seriously. It affects the foundations of our
commercial activity... endeavours in the field of environmental protection have to
be strengthened...[and] greater attention needs to be paid to innovative solutions
to deal with the consequences of climate change.’ (Bayer, 2014).

The difficulties of aligning a serious corporate policy on addressing climate
change with some of the positions adopted by Cefic is illustrated by Unilever,
who said in response to CDP that ‘Cefic’s position on climate change is more or
less consistent with our own. We are aligned with respect to our understanding
of the importance of climate change and the need for action, but we are not
aligned on some specific issues, particularly the need for ‘backloading’ to
strengthen the EU Emissions Trading System.’ The importance of corporate
leadership is emphasised by an American multinational Johnson & Johnson,
which manufactures medical devices, pharmaceutical and consumer packaged
goods manufacturer, which has expressed the view that ‘Until effective public
energy policies are in place to reduce GHG emissions, companies should lead
by implementing voluntary reductions of GHG's within their control. Companies
should continually strive to improve the energy efficiency of their operations,
products, and services’ (Johnson & Johnson, 2012).

Some of the positions put forward by member companies do align with statements
by Cefic; for example, Norwegian multinational oil and gas company Statoil
supports the efforts of the UN and its member states to agree on and implement
necessary climate measures to reach the required global ambition level to

prevent dangerous anthropogenic interference with the climate system. However
it argues that ‘Climate policy measures should be predictable, transparent and
internationally applied in order to avoid carbon leakage, ensure cost effectiveness
and create a level playing field in global markets’ (Staoil, 2014). This aligns with
Cefic’s statements about the importance of the EU only setting ambitious climate
targets if its major trading partners adopt similar measures.
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Trade Association Profile: FuelsEurope

Formed: 1989
Based: Brussels
President: Michel Benezit

1. Who does FuelsEurope represent?

Known as EUROPIA until June 2014, FuelsEurope was established to represent
the interests of refining companies operating within the EU. It states that its 43
members account for almost all EU refining capacity and three quarters of EU
motor fuel retail sales (FuelsEurope, 2014aq).

2. What is their position on climate change?

The EU Transparency Register (2014b) states that ‘FuelsEurope aims to promote
economically and environmentally sustainable refining, supply and use of
petroleum products in the EU, by providing input and expert advice to the EU
Institutions’ It supports the Commission’s efforts to mitigate climate change,

and welcomes the greater focus on a greenhouse gas target as the key driver
for emissions reductions. However, it does not feel that cost-effectiveness and
competitiveness have been given sufficient consideration, and believes that a
unilateral emissions reduction target of 40% should not be adopted without
similar commitments from other parts of the world. Like the steel industry, it
claims that a 40% reduction in GHG emissions for ETS sectors is unfeasible
(FuelsEurope, 2014b). It also resists any effort to reform the European carbon
market on the grounds that regulatory certainty is essential for encouraging long-
term investment (FuelsEurope, 2014c).

3. How do they engage with policymakers?

FuelsEurope interacts with policymakers through a range of public channels: for
example, responses to consultations and events for industry and policymakers. It
also publishes statistical information on its website in order to inform the debate,
and produces position papers, press releases, and longer publications, such as
reports on the future of European refining. According to their self-reported entry
in the EU Transparency Register, FuelsEurope employs six lobbyists, five of whom
have access to the European Parliament.

4. What are they engaging with policymakers on?

FuelsEurope has explicitly called for the EU to set its emissions reduction targets
based on commitments from other countries and regions, stating in response

to the EU 2030 consultation that ‘The level of ambition of any target should

be set in a transparent way and should take into account the differing pace of
commitments by other countries, in order to ensure that EU competitiveness is
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maintained’. In response to the EU consultation on reforms to the EU Emission
Trading Scheme, it went on to say that ‘The EU has committed not to increase

its target unilaterally until other developed countries commit themselves to
comparable emission reductions, and economically more advanced developing
countries contribute adequately according to their responsibilities and respective
capabilities. Unilaterally increasing the EU’s CO2 reduction target will impact the
competitive position of the EU economy without having any noticeable impact in
terms of global CO2 mitigation’.

5. Who are their members and are their positions aligned?

British multinational oil and gas company BP argues that the scale of the climate
challenge is such that governments must act by setting a clear, stable and
effective carbon policy framework. Further, that ‘a global carbon price should
be the long-term goal, but regional and national approaches are a good first
step, provided temporary financial relief is given to sectors that are exposed to
international competition” (BP, 2015). This would seem to be broadly aligned
with the positions of FuelsEurope, but in response to CDP’s climate questionnaire,
Shell — another major oil and gas firm — stated in both 2013 and 2014 that it
had mixed consistency with both FuelsEurope and OGP’s stances on climate
policy, saying that the trade association supported ‘the ETS in the EU but did not
support the need for the ETS backloading amendment’.

French multinational oil and gas company Total is broadly in line with
FuelsEurope’s position on the need for international agreement stating ‘Total is
in favor of an international agreement on limiting green house gas emissions
that would be implemented gradually and would not distort competition among
the world’s regions’ (Total, 2013). Similarly, American multinational oil and gas
corporation ExxonMobil appears to be aligned with FuelsEurope in regard to
setting emission reduction targets based on commitments from other countries and
regions. It states that ‘Developing countries already account for more than half
of current GHG emissions globally, and by around 2020, cumulative historical
GHG emissions from developing and developed economies will be equal.
Therefore, both developed countries and the major developing economies need
to participate in crafting policies aimed at mitigating global CO2 emissions.’
(ExxonMobil, 2015).
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Trade Association Profile: International Association of Oil and
Gas Producers

Formed: 1974
Based: London and Brussels
Executive Director: Michael Engell-Jensen

1. Who does OGP represent?

OGP states that they work on behalf of the world’s oil and gas exploration

and production companies to promote safe, responsible, and sustainable
operations (OGP, 2014a). Their membership is comprised of private, public
and state-owned upstream companies such as Shell, BP and BHP Billiton as well
as regional, national or international associations consisting of two or more

company members and which are directly concerned with exploration and/or
production (OGP, 2014b).

2. What is their position on climate change?

OGP recognises the need to stop climate change in principle, stating in one of
their publications that ‘the oil and gas industry recognises that the challenges of
climate change need to be addressed now, and it is ready to play its role, whilst
also meeting growing global energy demand’ (OGP and IPIECA, n.d.).

3. How do they engage with policymakers?

OGP engages with policymakers through various means, including policy
briefings, events and provision of technical expertise. According to their self-
reported entry in the EU Transparency Register, OGP employs 10 lobbyists, of
which seven have access to the European Parliament.

4. What are they engaging with policymakers on?

In a recent open letter to the Heads of State and Government of the European
Union, OGP’s EU Affairs Director stressed the importance of ‘a policy that
protects the climate and ensures secure, safe and competitive energy for citizens
and industries in the European Union’ (OGP, 2014c). The letter was written
shortly before the 2030 climate agreement took place, and covered many of
the same points as OGP’s responses to the European Commission’s consultation
documents, including support for a single greenhouse gas target that could be
reached by pricing carbon according to the ETS, and advocating support for oil
and gas exploration in Europe. It also urges President van Rompuy to ‘put the
consumer at the centre’ by ensuring technology neutrality. In their consultation
responses OGP pushed for the phased removal of all production subsidies, giving
proper consideration to the risks posed by carbon leakage.
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5. Who are their members and are their positions aligned?

OGP’s arguments in favour of extracting shale gas align with the views of

its member company BG Group, who state that ‘natural gas can make an
immediate and material contribution to lowering GHG emissions when displacing
more intensive fossil fuels such as coal’ and have active shale gas operations

in Australian and the USA . By contrast, Friends of the Earth have argued

that “While gas is often promoted as an ideal source of energy for the transition
to decarbonising our energy systems, the most recent science has shown that

gas production and transportation are far from clean’ (Friends of the Earth

Europe, 2014).

BHP Billiton also supports a carbon price, saying that ‘an effective, long-term
climate change policy framework should use a portfolio of complementary
measures fo reduce emissions and build resilience. This should include a price
on carbon that addresses competitiveness concerns’. Likewise, Chevron appears
to hold similar views on tackling climate change whilst also being aware of
competitiveness concerns: ‘As we work to address climate change risks, we
must create solutions that achieve environmental objectives without undermining
growth of the global economy and our aspirations for a better quality of life

for all.”.
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7 How frade associations collate
their members’ views

As detailed in Chapter 6, concerns have been expressed by investors, NGOs
and others that trade associations do not represent their member companies’
views and interests well when engaging with climate policy. The investor we
spoke to attributed this to a lack of clarity on the decision-making process used
by trade associations on climate policy issues, stating that
"it's not always clear whether it's a majority or whether it's consensus, whether
there's a sub-committee, which essentially is... the driver of the policy activity,
core frade associations, the extent to which they consult members... how they
prioritise, efc. And | think that may give them an appearance of greater influence
than they should have ... is it in fact the entire sector who tell you something or is
it certain companies within that sector who, for example, want the sfatus quo to
continue, whereas other players would be quite happy with a change in policy or
a fightening of the regulation or whatever it might be.”

The trade association representatives we spoke to rejected these criticisms, and
emphasised the leading role of member companies in the formulation of their
plans and policies; one stated “Anything we do is agreed by the membership...
everything starts from meetings with members and every position we have is
developed from there”. Another said “Let’s be clear: | do what | do because it's
what the members want done; | give the members an early warning about what's
coming. | am realistic to them in my advice about what is attainable, positively or
negatively. | listen to, aggregate and occasionally prod their views. And then | go
out and represent them, yes.”

Trade associations are structured in a variety of different ways, and the
mechanisms they use to represent their members vary a great deal. Reasons for
these variations highlighted by the people we interviewed include the nature of
the association’s membership, whether it is homogeneous or heterogeneous |i.e.
from one industrial sector or many, with companies of different sizes or mostly
large firms) and whether there are a large or small number of members, with
members from one country or many countries. A strong central secretariat or a
more dispersed structure can also impact on how members are consulted.
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7.1 How do trade associations lobbying on climate policy in the EU
collate, reconcile and represent their member companies’ views?

Common mechanisms used by trade associations to gather the views of member
companies include working groups, conferences, consultation on wording of
letters and position papers, email correspondence and forums. Some operate
open structures; for example, one of the trade associations stated that “we have
different committees and task forces for each different topic... once we decide
this topic is coming up at EU level we should decide how the industry positions
itself and what the industry [has] to say on this specific topic and whoever

from the members want to take part from this specific task force or committee
can decide to join.” Others have strong central leadership and chairing. The
representative of a utility company we interviewed thought it was pragmatic for
some frade associations to have strong central organisation: “A lot of the time it's
because they fasttrack things because they have a very centralised secretariat
and because if they didnt, it would be an absolute nightmare for them because
it's just impossible. Right, canvas views of three and a half thousand people...
they have a much more centralised structure.”

7.2 Broadness vs. specificity of positions

Many of the trade associations we spoke to acknowledged the difficulties

of reaching consensus views on issues. One stated that “on some issues my
membership have quite mature, firm — determined even — and nearly unanimous
views, and on others they are still doing their thinking”. Another trade association
representative said it is most comfortable when it can produce unanimity on an
issue, and commented that “Some of the more recently established associations
have quite strong majority rule but are much more relaxed about majority/
minority positions... We define it as close to unanimity as we can get. So on

our official position papers ...there's basically always a footnote that says
‘[organisation] does not agree with the position stated on this paper.””

Several of the interviewees we talked to noted the tendency of trade associations
to opt for a broad position. One of the representatives of an NGO noted “it is
certainly an obvious point to make about trade associations, they make them
fairly general points, which are often least common denominator, and are kind
of meant to be framing for their general positions but don't often get into a lot of
detail and their main job is to prevent something happening rather than starting
something happening.”
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7.3 Consensus and dissent within trade associations

While companies sometimes expressed their dissent from their trade association’s
positions on climate policy within internal association forums (i.e. privately),
others have opted to express their difference of opinion publicly. Some of

the companies responding to CDP’s information request publicly stated their
differences of opinion with their trade associations on climate policy (see quotes
from Coca-Cola, Unilever and ArcelorMittal in Chapter 6). Companies may also
resort to other tactics to undermine a trade association message or to resolve
internal disagreements or power struggles. One representative of an NGO that
we interviewed said that “I can think of one case where a trade association was
going to, | think it was a letter they were going to send and because there was
a debate about it, it got pulled before it got sent. And somebody leaked it to us
before it was sent and for all we know, that fact also got known and so they felt
uncomfortable sending it but obviously there was a combination of things going
on there... somebody actually leaking it to the NGOs as a way of expressing
their displeasure so there must be a certain amount of tussling going on behind
the scenes.”

7.4 Dominant companies within associations

Several of the interviewees noted that particular associations were dominated by
big companies. One trade association representative said of their membership
“inevitably the big companies have the most manpower and are the ones
present. Many of them have their own rep offices here in Brussels”. A utility
company we interviewed said that resources impacted on a company’s ability

to monitor an association’s activities, as “smaller companies can’t even ensure
that national trade bodies are saying something so how are they maintaining the
national frade associations are feeding into the European trade associations? It
takes a lot of resource to monitor all of that information and in redlity, it costs
money and it costs resources”.

The dominance of particular companies and their interchangeability with their
trade association was criticised by the representatives of NGOs. One said that
“for years we had a kind of formal co-operation with [name of company], which
is the biggest member and then occasionally we'd be suddenly in a room where
they were [industry trade association]. You know what | mean about these
different hats2” Another noted that “It's kind of fluid you know. There are people
that will one day be representing trade associations. The next day they will be
representing their own company and after that they’ll be representing some of the
hybrid kind of initiatives and that happens all the time.”
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Other interviewees stated that particularly engaged and active companies

(or representatives of companies who are compelling speakers) could have

a significant impact on the agenda of trade associations. A former aide to

an MEP said that “The way BUSINESSEUROPE works is they have specific
working groups on different issues and they're lead by certain companies ...

the companies that are most interested are the ones that have the biggest
voice.” An NGO staff member backed this up, saying that “the details of policy
positions by BUSINESSEUROPE are decided in working groups. And for climate
and energy policies it is the working group on the industrial policy section of
BUSINESSEUROPE and because of that institutional arrangement, it's mainly
energy-intensive companies that have the experts sitting in that group... and these
are people that are there already for years.”
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Conclusion

Climate change presents a range of risks and opportunities for businesses, including
those presented by the introduction of policies to mitigate climate change, and robust
regulation of polluting companies. Companies operating in the EU have recognised that
trade associations can be a powerful tool for influencing policymakers, and are utilising
them to engage with EU climate policy. It is clear that for better or worse, companies and
their trade associations are actively engaging with policymakers to try and mould EU
climate policy.

The trade associations profiled in this report use a variety of tools and tactics to influence
climate policy. The formal and informal relationships they have established with
policymakers provide them with a very powerful tool for shaping the policy agenda.
Leading trade associations are intervening at the very beginning of the policy process
by putting forward policy proposals to the Commission; they are then able to intervene
in every subsequent stage of the policy process by commissioning research evidence,
providing technical detail to shape policy, briefing journalists, running events, sending
formal letters and ensuring that their member companies (and other stakeholders)

are brought in to influence decision makers at key points in the policy process. The
depth of their engagement with the EU policy process is both impressive and (to some
commentators) a source of serious concern.

In particular, the energy-intensive industry lobbies, producers of fossil fuels and
broad-based trade associations (such as BUSINESSEUROPE) are all actively engaging
with policymakers on various climate policy issues, utilising a range of arguments
about competitiveness and the risk of ‘carbon leakage’ — and these trade associations
are having an impact on issues including the targets in the EU 2030 climate and
energy framework, the carbon leakage allowances and even the structure of the
European Commission.

There is some evidence of misalignment between companies and their trade associations,
with high profile departures of member companies from controversial trade associations,
including Unilever leaving BUSINESSEUROPE, and prominent tech companies leaving
ALEC in the US. The US President Barack Obama recently said ‘There’s a huge gap
between the professed values and visions of corporate CEOs and how their lobbyists
operate in Washington. And I've said this to various CEOs... my challenge to them
consistently is, is your lobbyist working as hard on those issues as he or she is on
preserving that tax break that you've got? And if the answer is no, then you don't care
about it as much as you say’ (Economist, 2014). But equally, this report has highlighted
numerous examples of companies working hand-in-hand with their trade associations on
various climate policy issues — sometimes interchanging staff, with companies standing
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in for trade associations at key meetings. While some businesses are engaging
positively to support the development of effective climate policy, other companies
are either (intentionally or unintentionally) obstructing the development of climate
policy via their trade associations — sometimes at the same time as nominally
supporting sustainability initiatives elsewhere.

The important role of companies in European climate policy is unlikely to change
any time soon. As CDP recently stated, ‘Like it or not, the strong role of corporate
influence in political decision-making is a reality’ (Levick, 2014). Given the

huge challenges posed to the EU and countries around the world by climate
change, it is most important to ensure that companies are pushing for effective
climate policies that help to mitigate the effects of climate change. As Christiana
Figueres, Executive Secretary of the United Nations Framework Convention on
Climate Change, stated in 2011 while addressing a business audience: “There
is a serious group of companies that have a voice that is much louder, that is
better funded, and that operates much more in unison and that is still stuck in

the technologies and the fuels of yesterday... From our perspective what we
really need from visionary companies such as all of you is to have a very active
engagement with the policymakers who decide the policy at home and the
international policy” (Figueres, 2011). This puts the onus back onto companies
(and the investors that own them) to ensure that the trade associations that they
are supporting are lobbying on EU climate policy, in a way that is clearly aligned
with the long-term interests of those companies, the economy and the climate.
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Future research topics

This report has focused on the positions of trade associations, but research
info the positions and direct influence of large multinational companies on
EU climate policy would be useful. Furthermore, the alignment of companies
with the lobbying activities conducted by their trade associations could
usefully be investigated in far greater depth. During interviews, the influence
of businesses and their trade associations on national governments (who in
turn influence EU climate policy) was mentioned several times, but would
require a separate project to investigate thoroughly.

This short research project allowed exploration of the positions of 8
prominent trade associations in the EU, but there are many more groups
whose positions and influence on EU climate policy could be usefully
investigated. This includes:

® Cembureau

International Air Transport Association (IATA)

® |nternational Emissions Trading Association (IETA)

® Euracoal

® GClass Alliance Europe

® Biotechnology Industry Organisation (BIO)

® Carbon Capture and Storage Association (CCSA)

® Central Europe Energy Partners (CEEP)

® European Automobile Manufacturers Association (ACEA)
® European Union of the Natural Gas Industry (Eurogas)
® |nternational Chamber of Commerce

® |nternational Fertilizer Industry Association

® |nternational Petroleum Industry Environmental Conservation
Association (IPIECA)

® The European Roundtable of Industrialists
® American Chamber of Commerce to the European Union

® FEuropean Energy Forum
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