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CLIMATE AND ENERGY

EU Negotiators Strike Deals on Three Clean
Energy Files, Eyeing 2030 Climate Goals

Over the past few days, negotiators from the European Commission, Parliament, and
Council have reached political agreements on three major legislative proposals under
the European Commission's Clean Energy Package, namely those on renewable
energy, energy efficiency, and energy union governance.

Together with the deal on the energy performance of buildings reached last month,
this wraps up half of the Commission’s proposals under the overall package.

The Clean Energy Package was proposed by the European Commission in November
2016 to create a stable legislative environment for the bloc's clean energy transition.
The eight proposals are intended to make the EU energy sector more stable,
competitive, and sustainable, and help achieve the EU's international climate goals
through at least the year 2030.

Under the UN's Paris Agreement on Climate Change, the EU has committed to
reducing its greenhouse gas emissions by at least 40 percent below 1990 levels by
2030. The Paris Agreement was reached in 2015 and entered into force at the end of
2016.

Renewable energy

On Thursday 14 June, negotiators agreed on a new, binding renewable energy target
of 32 percent by 2030. A review on increasing the new target further will be
conducted by 2023 at the latest. These would be part of a revised "Renewable Energy
Directive,” given that the existing version sets targets only through 2020.

Welcoming the deal, EU climate commissioner Miguel Arias Cafete said that “this
new ambition will help us meet our Paris agreement goals and will translate into more
jobs, lower energy bills for consumers, and less energy imports."

The EU had previously endorsed a renewable energy goal of 27 percent for 2030. This
target was reached in 2014 and was criticised by many environmental groups for


https://ec.europa.eu/energy/en/topics/energy-strategy-and-energy-union/clean-energy-all-europeans
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being insufficiently ambitious as the EU was already on track to exceed it. In 2016,
renewable energy consumption in the bloc stood at 17 percent.

The EU's updated Renewable Energy Directive, along with revising that target upwards, will
now include a 14 percent target for transport fuels from renewable energy to support the
move towards cleaner transportation. More specifically, that goal aims to support the use
of more sustainable biofuels, moving away from those which could have unintended,
adverse effects on emissions.

Under the transport goal, the EU also agreed to phase out palm oil by 2030. Palm oil is an
important driver of emissions from indirect land-use change (ILUC) as palm oil plantations
displace vast areas of tropical forests which store large amounts of carbon. The phase-out
will start by freezing existing quantities of imported palm oil, a move that will affect existing
trade patterns. Malaysia and Indonesia, the world's biggest producers of palm oil, have
previously threatened to impose trade measures in response, should any ban come to pass.

Other first generation biofuels, like ethanol, must be capped at the EU's 2020 production
level and their share in final consumption in road and rail transport cannot exceed seven
percent. This is meant to address concerns over the sustainability of food-based biofuels
due to their impacts on food prices, deforestation, and biodiversity. In order to move
increasingly towards second generation biofuels from non-food crops or plant residues,
their share in transport fuels has been set at a minimum of 3.5 percent by 2030.

The deal also encourages renewable energy self-consumption by exempting installations of
25 kilowatts from certain grid obligations, such as taxes on energy for self-consumption.
Environmental groups have welcomed this move to support citizens and small businesses in
producing, consuming, storing, and selling their own renewable energy as an important step
for the bloc's clean energy revolution.

Energy efficiency

After energy efficiency talks broke down one week ago, negotiators were able to conclude
that file in resumed talks on Tuesday evening, reaching a political deal on an EU-wide target
of 32.5 percent by 2030. Those talks have been looking at how to save energy at multiple
levels, such as power generation, building construction, and energy consumption.

The new energy efficiency goal, which raises the previous 27 percent target, is a compromise
deal between the Council and Parliament positions, who had advocated for 30 and 35
percent, respectively.

The Energy Efficiency Directive also contains an upwards revision clause for 2023. However,
unlike the renewable energy target, the energy efficiency target is a non-binding indicative
goal, or a “headline" target.

Arias Caniete described the target as a "major push for Europe’s energy independence” that
will boost the EU's “industrial competitiveness, create jobs, reduce energy bills, help tackle
energy poverty, and improve air quality.” He flagged in particular what this would mean for
trade in fossil fuels.

“Europe is by far the largest importer of fossil fuels in the world. Today we put an end to
this,” he said.

Energy union governance
Following the agreement on the updated Renewable Energy and Energy Efficiency

Directives, negotiators were able to clinch a deal on energy governance in the early hours of
Wednesday 20 June. Energy governance is a particularly challenging issue, in light of the


http://europa.eu/rapid/press-release_STATEMENT-18-3997_en.htm
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need to balance EU-wide targets with national needs, along with ensuring a stable business
climate that will enable investors to make long-term, low-carbon commitments.

Under the agreement announced this week, the EU as a whole will aim for a net-zero
economy as early as possible, referring to a situation where carbon emissions and removals
balance each other out.

Under the Paris Agreement, countries have committed to bringing global emissions down
to net-zero in the “second half of this century.”

The European Parliament had pushed for including the 2050 deadline in the agreement, but
due to pushback from some member states, negotiators ultimately chose not to set a
specific date.

By the end of next year, member states will have to prepare long-term decarbonisation
strategies for 2050 in addition to their 2030 plans.

As part of the deal, the Commission has been tasked to elaborate a proposal by 1 April 2019
for a 2050 EU strategy for greenhouse gas emissions that is in line with the Paris Agreement.
The analysis should consider the remaining “carbon budget,” both globally and at the EU
level, to keep global warming below the two degree Celsius goal and close to 1.5 degrees,
as well as scenarios for how the EU can contribute to net-zero emissions by 2050 and
negative emissions thereafter.

The governance directive also sets pathways for the contribution of member states to the
2030 renewable energy and energy efficiency goals, with intermediary goals set for 2022,
2025, and 2027. This “gap-filler" mechanism is meant to ensure that all countries are on
track to contribute to the overall goals and do not free ride by expecting others to “fill the

gap. n
Next steps

The three agreements will need official approval by the European Parliament and Council in
the coming months, which is expected to be a formality. Afterward, these new rules will
enter into force and member states will be required to transpose their elements into
domestic law.

ICTSD reporting; “EU strikes early morning deal on energy governance bill,” EURACTIV, 20
June 2018; “Energy savings law limps across the finish line,” EURACTIV, 19 June 2018;
“Energy: new target of 32% from renewables by 2030 agreed by MEPs and ministers,”
EUROPEAN PARLIAMENT PRESS RELEASE, 14 June 2018; “EU raises renewable energy
targets to 32% by 2030," THE GUARDIAN, 14 June 2018; “EU strikes deal on 32% renewable
energy target and palm oil ban after all-night session,” EURACTIV, 14 June 2018.
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GLOBAL ECONOMY

US, China Officials Set Plans in Motion for Tariffs to
Take Effect in July

The past fortnight has seen a series of developments in the US-China trading relationship,
amid announcements from the US on the planned imposition of tariffs covering thousands
of Chinese products, while hinting at the potential for more, and responses from Beijing that
their government is prepared to issue tariffs of their own.

Some of the tariffs are due to take effect from 6 July. Whether negotiators can find a
solution to avert the planned duties in that timeframe - the prospect of which, analysts say,
is already affecting global markets — remains to be seen.

Previous bilateral talks

Over the past year, trade tensions between the US and China have emerged or escalated
across negotiating forums, from domestic imposition of trade measures to intense debates
at the World Trade Organization.

The two sides had appeared to have scaled back these tensions last month, after officials
released a statement indicating that China would import more US natural gas and farm
products, while Washington would hold off on the planned tariffs and some of the other
Section 301 actions.

The subsequent news that the US would still be moving ahead on the initial Section 301
tariffs, targeting US$50 billion in Chinese products, suggested a renewal of tensions, with
Chinese officials warning that moving forward would make the pledges under the previous
joint statement void.

Product lists

On Friday 15 June, the Office of the United States Trade Representative released the long-
awaited list of over 1000 Chinese products that it plans to target with an additional ad
valorem duty of 25 percent.

The tariffs are part of the US' previously announced Section 301 actions, following an
investigation into allegedly unfair trade practices by China, namely in the field of intellectual
property protections and forced technology transfers. They are known as Section 301 due
to the provision of the US Trade Act of 1974.

At the multilateral level, the Office of the USTR will continue to push its WTO dispute
settlement case against China initiated in late March to address China's allegedly
discriminatory licensing requirements. The case was one aspect of the initial Section 301
actions.

The White House announced its intention to move forward on these tariffs on Chinese
goods soon after the official release of the USTR's publication of its Section 301
investigations results on 22 May.

On that occasion, the USTR report argued that the Chinese practices in questioned were
unfair to American companies, arguing that Beijing pursued an “aggressive technology


https://ustr.gov/sites/default/files/2018-0018%20notice%206-15-2018_.pdf
https://www.whitehouse.gov/briefings-statements/president-donald-j-trump-confronting-chinas-unfair-trade-policies/
https://www.wto.org/english/tratop_e/dispu_e/cases_e/ds542_e.htm
https://www.whitehouse.gov/briefings-statements/president-donald-j-trump-confronting-chinas-unfair-trade-policies/
https://ustr.gov/sites/default/files/Section%20301%20FINAL.PDF
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policy that put 44 million American technology jobs at risk.” One of the main Chinese
policies under focus was the "Made in China 2025" industrial plan.

Among other findings, the USTR investigation outlined practices of forced technology
transfers, allegedly discriminatory licensing requirements, and cyber theft, among other
concerns. Separately, the White House has also publicly criticised a US$375 billion trade in
goods deficit with China, calling for any deal to help lower this gap.

Next steps for tariff imposition

The White House plans to implement its tariff retaliation in two phases, collecting tariffs on
a first set of goods worth US$34 billion from 6 July. The tariffs will be set at 25 percent.

The latter set of goods, worth approximately US$16 billion, will face tariffs later on, pending
further public consultations and other domestic procedures, according to a 15 June
announcement from Washington. Investment restrictions may also be forthcoming, with an
announcement due by the end of the month.

In response, China's Ministry of Commerce said on 16 June that the “US’ measure violates
the relevant rules of the World Trade Organization and is contrary to the consensus reached
in the economic and trade negotiations between China and the United States. It seriously
violates the legitimate rights and interests of our country.”

Following the US announcement on 15 June, Beijing's State Council declared that it was
ready to impose “corresponding retaliatory measures” on 659 items of US products worth
USS$50 billion, according to a report published by state-run news agency Xinhua. This
includes several agricultural goods, along with select industrial products.

It will similarly stagger the implementation so that the first tranche of goods, worth US$34
billion, will face tariffs of 25 percent on 6 July, with the remainder of the goods to be
addressed later on, following additional domestic procedures. (See Bridges Weekly, 9 May
2018)

Additional US tariffs forthcoming?

During the next few weeks, US producers are expected to submit comments, responses, and
pre-hearing submissions regarding the list of products issued by the USTR on Friday, 15 June.
They have until 29 June to appear and provide testimony at the Section 301 Committee
public hearing, scheduled for 24 July. Written comments for the hearing should be
submitted by 23 July, and post-hearing rebuttal comments should be submitted by 31 July.

On Mondai 18 June, US officials also indicated that tariffs on an additional set of iroducts
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https://ustr.gov/about-us/policy-offices/press-office/press-releases/2018/june/ustr-issues-tariffs-chinese-products
http://www.mofcom.gov.cn/article/ae/ai/201806/20180602756389.shtml
http://www.xinhuanet.com/english/2018-06/16/c_137257160.htm
https://www.ictsd.org/bridges-news/bridges/news/china-us-officials-weigh-options-to-ratchet-down-trade-tensions
https://www.ictsd.org/bridges-news/bridges/news/china-us-officials-weigh-options-to-ratchet-down-trade-tensions

