THE SCOTTISH COUNCIL FOR DEVELOPMENT AND INDUSTRY

RESPONSE TO THE PROPOSALS FOR A SCOTTISH CLIMATE CHANGE BILL
SUMMARY
It is extremely important that Government leads the way in taking action to alleviate climate change and SCDI welcomes the Scottish Climate Change Bill in providing a clear signal of Government’s seriousness in tackling this issue.  However, a supportive planning and energy consents system and increased incentives to encourage changes in procedures and processes are required if the objectives of the Bill are to be met.
Targets

SCDI supports the target of reducing emissions by 80% by 2050.  This is a more stretching target than in the equivalent UK Bill, although the UK is considering increasing its target.   The risks associated with taking unilateral action and in achieving the 80% reduction must be properly understood and monitored.  The costs of actions taken to achieve the emissions targets may not always be recovered.  If competitiveness does suffer the approach should be reviewed or altered.
However, it is important for the credibility of the target and in providing certainty and guiding investment decisions the target should only be altered based on independent, expert advice and due to fundamental changes in science, technology or extreme unforeseen events or consequences.

Scotland can gain from enhancing perceptions that it is a country with high environmental qualities.  Many products and services, not least those sold to visitors, are to some degree dependent on a portrayal of Scotland as “clean and green” and can benefit the economy.
Factors to take into Account
Defining the specific actions taken to meet the budgets and targets must be the subject of widespread consultation with business.  It will be important to take into account factors such as economic growth, business competitiveness, population changes, environmental impacts, technological progress and social impacts.
Reporting and Accountability
It is important that Government is held to account if targets or budgets are not being met to act as an incentive and provide credibility that there is a serious intent to achieve them.  Both Parliamentary scrutiny and Judicial Review should be used to provide accountability.
SCDI would not recommend a separate Scottish Climate Change Committee be established as this would risk duplicating functions and the UK Committee should have the required expertise and resource to carry out much of the work that is required of it from a Scottish perspective.  The UK Committee should be utilised in the first instance and its effectiveness evaluated within three years.

Introduction
1.
The Scottish Council for Development and Industry (SCDI) is an independent membership network that strengthens Scotland’s competitiveness by formulating policies to encourage sustainable economic prosperity.  Its members are drawn from businesses, local authorities, trades unions, educational institutions and the voluntary sector from all across Scotland.
2.
SCDI has previously commented on both the UK Government’s and Scottish Executive’s approach to Climate Change having responded to the UK Draft Climate Change Bill in June 2007 and the Reviews of the UK and Scottish Climate Change Programme in 2005.  SCDI has also submitted extensive views on Energy Policy, most recently to the DTI Energy Review Consultation: Our Energy Challenge – Securing Clean Affordable Energy for the Long Term in April 2006 and the Reform of the Renewables Obligation in Scotland and the rest of the UK in August 2006 and January 2007 respectively.
3.
There is no doubt that climate change and continuing environmental sustainability are increasingly significant issues that require action across many policy fronts and by all governments, companies and individuals.  The Stern Review starkly laid out the serious economic implications if action is not taken immediately to address climate change and that the longer it is allowed to continue the more expensive it will be to rectify.  The long-term interests of the Scottish economy demand that Scotland plays its part in tackling climate change.
4.
In its response to the UK Draft Climate Change Bill, SCDI felt it important that the Scottish Government is able to input its views to the UK climate change policy process and that the Scottish dimension is properly considered.  A Scottish Climate Change Bill will help reinforce the Scottish input to UK climate change policy.
5.
It has been difficult to make concrete progress across the portfolio of issues that constitute ‘sustainable development’ or ‘tackling climate change’.  SCDI has recognised previously that matching rhetoric to effective action and measurable outcomes will be a long and sometimes frustrating process as demonstrated by the fact that it is unlikely that the UK Government will now meet its 2010 target of a 20% reduction in carbon dioxide emissions from 1990 levels.  It is vital that business and other organisations are provided with guidance and advice on specific actions that can be taken to reduce their impact on the climate and help achieve the climate change targets.  SEPA has a significant role to play here and SCDI, in its response to SEPA’s consultation on its Corporate Plan, welcomed the commitment that SEPA will “work with the people and companies we regulate to help minimise their carbon footprint” and welcomes SEPA’s Climate Change Plan 2008-12.
6.
Guidance, advice and encouragement to take action to address climate change is important, but this should be underpinned by incentives to change behaviour.  Rewards for early adoption of resource efficient processes or energy reducing measures should be widely introduced.  These can also help to alleviate the sometimes substantial costs that can be incurred when adopting these types of measures.  For example, raising building standards to reduce the emissions from Scotland’s domestic and non-domestic building stock will have significant costs implications.  These costs will be passed on to the buyer or tenant which, without some form of offsetting policy, will impact on affordability.
7.
The Climate Change Business Delivery Group will also have an important role in engaging with the business community.  It must be given the mandate and resources to establish itself as an influential and trusted source of information and guidance to ensure business can play its full part in reducing climate change.  Other existing organisations providing useful advice and expertise in the area of resource efficiency such as Environwise and the Carbon Trust must also continue to be supported.
8.
For this reason SCDI welcomes this consultation on proposals for a Scottish Climate Change Bill to “provide business and society with a clear signal from Government of its seriousness in tackling this issue.”
9.
It is extremely important that Government and the wider public sector are seen to be leading the way in regard to actions to alleviate climate change.  Government policy across portfolios such as transport, housing, energy and planning must be a source of best practice and innovation in addressing climate change and should not be contradictory in approach.  For example, improving the carbon footprint of the housing stock will be negated if new housing is located where commuting and access to services and amenities is only achievable by lengthy car journeys.
10.
The planning system is crucial to facilitating much of what is required to achieve climate change targets.  However, it is too often the case that the planning and energy consents system seem to be working against the strategic objectives of the Scottish economy.  It is disappointing that several planning decisions on major renewable energy projects have not been supported or are subject to extensive delay.  For example, Scottish Ministers’ rejection of the Lewis Wind Farm project, the controversy surrounding the Beauly to Denny transmission line and the five year delay in approving SSE’s Gordonbush Wind Farm highlight the conflicts between policy areas that can lead to uncertainty as to Government’s commitment to genuine action.  SCDI has welcomed the inclusion of the very necessary grid reinforcements to support renewable energy developments in the National Planning Framework 2 and expects these to be given planning permission in principle and thereafter delivered swiftly and efficiently.  Without this upgrading, it must be seriously questioned whether the climate change objectives will be obtained alongside meeting Scotland’s energy needs.
11.
In this submission, a response has not been provided to every question in the consultation document as SCDI, as an economic development organisation, is not technically competent to provide an answer to what in many cases are highly complex scientific issues.  Those questions to which an opinion has been given precede each response.

Targets

12.
SCDI supports the UK Government’s setting of a long-term target for reducing CO2 emissions by 60% by 2050 with an interim target for 2020 of 26-32% as set out in the draft UK Climate Change Bill.  SCDI has supported the 2050 target since it was recommended by the Royal Commission on Environmental Pollution in 2000.  SCDI also agrees with the rationale behind such a policy decision.  Setting out clear statutory commitments such as these will increase confidence in the policy and anchor expectations and certainty.  This will allow individuals and business to adjust behaviour accordingly over an acceptable timeframe and, particularly important for business, make long term investment decisions based on this policy certainty.  It is also the case that Scotland can gain, perhaps more than most, from enhancing perceptions that it is a country with high environmental qualities.  Many products and services, not least those sold to visitors, are to some degree dependent on a portrayal of Scotland as a “clean and green” place and can bring benefits to the economy.
13.
SCDI notes that the Scottish Climate Change Bill will set a more stretching target of an 80% reduction in emissions, although the UK is considering increasing its target.  SCDI welcomes the international lead that the Scottish and UK Governments are showing in preparing these Climate Change Bills.  However, the risks associated with taking unilateral action and in achieving that extra 20% reduction must be properly understood and monitored.  It is likely that the costs of actions taken to achieve the emissions targets may not always be recovered.  If competitiveness does suffer severely the approach should be reviewed.
14.
It is agreed that the target should be based on emissions produced in Scotland rather than those from goods and services consumed in Scotland and that it is a point target rather than cumulative to provide necessary flexibility.
15.
SCDI supports the preferred target of reducing emissions by 80% by 2050.

Question 1. Should a Scottish target be based on carbon dioxide only or the basket of six greenhouse gases?

Question 2. Should the Bill contain provisions to alter which gases are included, for example if the reliability of data for a particular gas improves or if science changes in the future about which gases cause climate change?

16.
Although the focus should be on CO2 emissions in particular, SCDI accepts that it would be useful to include emissions of other gases in the target and the Bill should contain provisions to alter those gases that are included dependent on future circumstances.
Question 3. The Scottish Government wishes to ensure that the Bill gives sufficient incentives to invest in energy efficiency and renewable electricity. Should the targets be based on source emissions; an end-user inventory; or on individual targets for energy efficiency and renewable electricity? Do you have any other suggestions?

17.
SCDI believes that the targets should be based on an end-user inventory as this provides the clearest incentive to improve energy efficiency.   

Question 5. Should the emissions reduction target take account of the abatement effort made by companies under emissions trading schemes? If so, how?

18.
Abatement efforts of companies included in the EU’s ETS should be included in the Scottish target.  A significant proportion of Scotland’s climate changing emissions are accounted for within the ETS and it would undermine the credibility of the target if it did not take them into account. 

Question 7. Should the Bill allow the level of the 2050 target to be changed through secondary legislation? If so, should this only be allowed on the basis of independent, expert advice, to reflect international developments or unforeseen consequences of the Bill? Should any changes to the target be limited to an increase in the target?
19.
The Scottish Climate Change Bill should allow the level of the 2050 target to be changed through secondary legislation if required.  However, it is important for the credibility of the target and in building confidence, providing certainty and guiding investment decisions that the target should only be altered based on, as is stated, independent, expert advice and due to fundamental changes in science, technology or extreme unforeseen events or consequences.
20.
These fundamental or unforeseen changes may not always be for the good or directly related to climate change and emissions.  For, example, it may be that the economic or social impact of achieving the target turns out to be disproportionately damaging.  For this reason, it should be possible to lower or raise the target depending on the circumstances.
Interim Budgets

Question 8. What factors should be taken into account when setting the level of budgets?
21.
Once the overall policy is set, the main challenge is in devising actions that will ensure it is achieved.  SCDI believes that statutory emissions budgets that are designed to reduce emissions by 3% per year are the most appropriate way to manage the required reductions in emissions.  These will provide the shorter term guidance necessary to monitor progress and judge the effectiveness of actions taken.  However, it is in defining the specific actions that will be taken to meet the budgets and targets that the impact on competitiveness will become apparent.  This must be done in consultation with business.  It will be important to take into account the eight factors listed at paragraph 6.5:

(a) Likely economic growth;

(b) Likely population growth;

(c) Likely technological progress;

(d) Social impacts, including impact on rural areas;

(e) Environmental impacts;

(f) Impacts on the economy and business competitiveness;

(g) International circumstances;

(h) Scientific knowledge about climate change.

22.
SCDI feels it is particularly important to ensure that the target is achieved without compromising economic competitiveness, therefore points a) and f) above are of particular importance.  Achieving this balance is a significant challenge and, as noted in paragraph eleven above, taking unilateral action can increase the risk of becoming less competitive.

Question 9. How long should interim budget periods be?
23.
In its response to the draft UK Climate Change Bill, SCDI supported the introduction of five-year emissions budgets and recommends, for consistency throughout the UK, that this be introduced in Scotland.
Mid-point Target
Question 12. Should the Bill include an interim point target? If so, what year (or years) should it be for (2020, 2025, 2030, etc.)? How should the level be chosen?
24.
SCDI believes there would be merit in setting an interim emissions target at 2020 to provide an ongoing measurement of progress alongside the emissions budgets.  This will be determined through the annual 3% reductions.  More detailed research could be carried out to provide more robust evidence for the level of an interim target.
Annual Reporting
Question 13.  Should the Scottish Ministers be required to report on any other issues related to climate change in addition to the requirements already set out? If so, what and how often?

25.
It will be necessary not only to set out in a report progress on meeting the emissions target, but to provide an update on the impact that progress is having on each of the seven factors listed above and update progress on each of the eight factors listed in paragraph 14 above.  Depending on the conclusions from this all-encompassing report, and given the independent advice mentioned in answer to Question 7 above, a review, and if necessary alteration, of the targets must be undertaken if it is deemed that any of the factors have altered or been impacted significantly to the detriment of Scotland.
Question 14. Is a process of Parliamentary scrutiny the appropriate way of holding the Scottish Government to account if targets or budgets are not met?
26.
It is important that there is sufficient accountability if targets or budgets are either not being met, or risk not being met, to act as an incentive and provide credibility that there is a serious intent to achieve them.  Parliamentary scrutiny is one method of holding Government to account and should be carried out.  Whether it is a sufficient method of accountability is more debateable.  Given that the targets and budgets will be enshrined in legislation, as with the Draft UK Climate Change Bill, failure to meet the targets should be subject to Judicial Review.  Depending on the outcome of any Judicial Review, should it be necessary, it has been suggested that Government may be subject to a fine.  This would only be an appropriate course of action if the revenue from any fine was hypothecated to funding measures that would support the achievement of the emissions target.  SCDI is not convinced as to the suitability of this approach.
27.
Therefore, Judicial Review, alongside the transparent reporting framework to Parliament and others, should be a rigorous enough penalty to ensure the Scottish Government takes all necessary steps to meet its targets and budgets.
Independent Advice
Question 15. What should be the primary source of advice to the Scottish Government for setting emissions targets or budgets and why? Options include: the proposed UK Committee on Climate Change, a new Scottish Committee on Climate Change, an existing public body in Scotland, or the Scottish Government itself.
Question 16. If it were to be an existing Scottish public body, which public body is most suited to carrying out this task and why?
28.
In its response to the UK Draft Climate Change Bill, SCDI agreed that it will be important for the credibility of the whole scheme to establish the Committee on Climate Change as an independent source of advice, analysis and, indeed, criticism on the initiatives contained in the Climate Change Bill and the UK Government’s climate change policies as a whole.  SCDI emphasised that it will be necessary for the Committee to take cognisance of the sub-national dimension.  As far as SCDI is concerned, this will mean mechanisms to ensure the Scottish dimension is properly fed into and reflected in the work and discussions of the Committee as well as issues of oversight and governance.  SCDI suggested as a source of good practice on this, the work of the Monetary Policy Committee of the Bank of England.  Its members make regular visits throughout the country to hear at first hand the experience of businesses and others.  SCDI has hosted several of these events over the years and would welcome such an approach to be taken by the Committee on Climate Change.
29.
SCDI understands, however, that it may be difficult to ensure the Committee is able to focus as fully as may be wished on Scottish issues given its all UK remit and it will be necessary to call on other organisations to provide that focus.
30.
SCDI would not recommend a separate Scottish Climate Change Committee be established as this would risk duplicating functions and the UK Committee should have the required expertise and resource to carry out much of the work that is required of it from a Scottish perspective.  If it does not, this should be addressed and, therefore, SCDI agrees that the UK Committee should be utilised in the first instance and its effectiveness evaluated within three years as stated in the consultation document.
31.
Nonetheless, the existing Scottish public sector environmental organisations such as SEPA, SNH and the Scottish Sustainable Development Commission will have a role to play in providing information and advice on the emissions target and budget and other provisions in the Climate Change Bill.  Indeed, in its response to SEPA’s consultation on its Corporate Plan, SCDI specifically stated that SEPA must be closely involved in the work of the Climate Change Committee.
Question 17. Which organisation should be tasked with monitoring the progress of the Scottish Government on reducing emissions and why? Options include: the proposed UK Committee on Climate Change, a new Scottish Committee on Climate Change, an existing public body in Scotland, or the Scottish Government itself.

Question 18. If it were to be an existing Scottish public body, which public body is most suited to carrying out this task and why?

32.
Answer as at paragraphs 21 to 23 above.

Question 19. Should additional independent mechanisms for scrutinising the effectiveness of the Scottish Government's policies in reducing emissions be created by the Bill (in addition to any scrutiny already provided by the Scottish Parliament)?

Question 20. If so, which organisation is best placed to carry out this function and why? Options include a new Scottish Committee on Climate Change or an existing public body in Scotland.

Question 21. If it were to be an existing Scottish public body, which public body is most suited to carrying out this task and why?
33.
Judicial Review, as mentioned in response to Question 14 above, could be used.
Supporting Measures
Question 23. Should the Bill contain enabling powers to introduce a duty on certain parts of the public sector (i.e. local authorities and large public bodies) to take specified actions on climate change or other specified environmental issues? Why?

Question 25. Should the Bill contain enabling powers to introduce statutory guidance for certain public sector bodies (i.e. local authorities and large public bodies) on specified climate change or other environmental measures? Why? Are there gaps in any existing guidance?

Question 27. Should the Bill contain enabling powers to create a requirement for certain public sector bodies (i.e. local authorities and large public bodies) to make regular reports on specific measures they are taking to tackle climate change (whether mitigation or adaptation) or other environmental issues? Why? What should be included in such reports?
34.
The public sector should be looking to take the lead in establishing best practice in meeting climate change targets.  If this can be achieved than it is easier to spread this best practice to other sectors of the economy.  If the present voluntary arrangements are not felt to be working sufficiently well, then the introduction of a duty and statutory guidance should be considered.  A requirement for public sector bodies to make regular reports on specific measures they are taking to tackle climate change, and the impacts these measures are having, would be a very useful resource for other organisations and businesses to utilise and support their own climate change mitigation strategies as well as providing examples of what can be done.
Adaptation
Question 30. Are there any provisions to help Scotland adapt to the impacts of climate change which should be included in the Scottish Climate Change Bill?
Question 33. Is there any existing legislation within the competence of the Scottish Parliament (devolved) which needs to be amended so that appropriate action on climate change can be taken by sectors in society?
35.
SCDI feels that there are specific issues in regard to flooding that should be addressed either within the Climate Change Bill or, more likely, within the forthcoming Flooding and Flood Management Bill, although there must be consistency between these pieces of legislation.

36.
SCDI has recently submitted written evidence to the Scottish Parliament Rural Affairs and Environment Committee on its Flooding and Flood Management Inquiry.  In this evidence SCDI states that the range of relevant legislation regarding flooding needs to be streamlined to clarify responsibilities for flood risk management and the delivery of flood management capital projects.  The current process – application by individual local authority, assessment by SEPA, approval in principle by the Scottish Government and eventual funding commitment – is piecemeal and torturously slow.

37.
There is a need to create a clear framework which leads to a strategic programme of risk assessment and construction of flood defences. This should be backed by a duty for all responsible authorities to collaborate. It must also be made easier to co-ordinate spending between local authority and Scottish Water budgetary cycles to enable the simultaneous construction of flood management schemes and drainage infrastructure. The Metropolitan Glasgow Strategic Drainage Plan is highlighted as an exemplar.

38.
There is a pressing need for a body to take a strategic overview and have overall responsibility for coordinating and developing flood plans, looking well beyond three-year spending cycles, promoting the skills to apply design and specification consistently, and exploring innovative methods of procurement.  SCDI supports the proposal that SEPA should become this competent authority, with the local authorities and water authorities acting as responsible authorities.  However, SEPA and the Scottish Government must ensure that it does not become another bureaucratic layer.  Improving the information flow to businesses must be a key priority.
Iain D Duff

Chief Economist and Policy Manager
The Scottish Council for Development and Industry
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