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1 Introduction

1.1 Background

In 1997, a milestone in global climate policy was reached: Ryuto
Protocol was signed, paving the way for mandatory reductionseeng
house gas emissions around the globe (United Nations 2007). tAaf par
the strategy to curb emissions, the Protocol included threelled-ca
‘flexible mechanisms’: 1) global emissions trading (ET), 12 Clean
Development Mechanism (CDM), and 3) the Joint Implementation Mech-
anism (JI). Under the two latter mechanisms, parties witreangouse
gas reduction commitment can invest in projects ‘abroad’ atemma

tive to what is generally considered more costly emissidoctens in
their own countries. In return for this, the investor is entitteda-called
emission credits, which can then either be used to comply with omes ow
emission targets, or they can be sold with a profit on thesstonis
trading market. CDM and JI are often termed the ‘projecthaiems’,

as they are bound to projects in specific geographical areas, asdppose
global emissions trading.

As a follow-up to the Kyoto Protocol, the EU established its own regional
emissions trading scheme (ETS) in October 2003. Howevers¢heme

did not include a link to the CDM and JI — much due to the controversy
surrounding these mechanisms. The green movement argued that estab-
lishing a link to the project mechanisms would create ‘loophatethe

EU scheme (Greenpeace 2003; Climate Action Network Europe.2003)
would damage the Member States’ domestic climate policy, which in turn
would undermine the EU’s credibility in international climaiegotia-
tions (Ibid.). Moreover, it was argued that the environmentatyiityeof

the project mechanisms was questiondilso a vast majority of the EU
Member States, the Parliament and likewise the Commissiatiopesl
itself as strongly sceptical against the project mechasidothduring

the 1997 Kyoto negotiations and during the later ETS negotiations
(Grubb et al. 1999: 94; Michaelowa 2004: 12).

However, the EU would not remain a ‘safe haven’ where clippaliey

was kept unhampered by the CDM and JI for long. In spite of all the
initial opposition, a link from the EU ETS to the Kyoto Protocolsjgct
mechanisms would be established — and remarkably quickly, too: in
October 2004, only a year after the EU emissions trading scheme had
been adopted, a separate ‘Linking Directive’ was signed ¢iee
2004/101/EC). With it, a direct bridge between EU and global climate
policy had been establishéd.

1.2 The Research Question

This brief recap of the stages leading up to the Linking Duesketches

out an interesting puzzle. How could the EU, once a major socefptic
mixing market-based mechanisms with environmental policy, adopt a
directive advancing just such a mix? More specifically, how ctdd
Linking Directive be adopted considering its design and cthfEnere is
much to suggest that the final directive actually ended up himeel —
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in the sense that it contained ‘softer’ restrictions on theotiiee project
mechanisms as compared to what the initial proposal had sugg&sted.
representatives of the green movement stated; ‘[tjo Sapdbintment of
environmental groups, the text of the linking directive finalyopted
does not contain significant environmental [...] checks’ (Cknrattion
Network Europe 2007). This is puzzling in light of the aforementioned
strong ‘anti-flex’ forces in the EU. It calls for closscrutiny on what
actually happened during the Linking Directive procassythe directive
design changed andhy these changes came about. Hence the main
research question of this study:

In what way did the design of the Linking Directive change, and how can
this change be explained?

In seeking answers to these questions, the study fulfils afuhetion.

For one, it exemplifies a more general trend — the growinggamee of

the so-called ‘new’ environmental policy instruments (Jordan et al. 2003).
Environmental policy is increasingly moving away from theutatpry
‘command and control’ regimes, and turning towards more cost-efficie
and market-based alternatives (Ibid.: 1-13). Of this, the LinRingctive

is a prime example. It brings climate change into the businessl-b
room, and expands EU climate policy to a ‘global market’, fepit up

to the industry to achieve environmental targets at a miniroast.
Second, and equally important, the Linking Directive provides the
opportunity to study EU decision-making up close. Who actually decide
EU environmental policy? Is EU policy-making increasingly beaigen

out of the hands of the nation-states and into supranationas acicin as
the Commission and the European Parliament — as has been slipgeste
a number of recent studiésA detailed case study of the Linking
Directive process can contribute to better answering thesstiaue It
tells the tale of hovpart of the EU’s climate policy came about, and as
such, it contributes to the empirical basis on which theotatiebates
within Political Science are founded.

1.3 Theoretical perspectives and methodological
considerations

In line with increasing attention towards multi-level governanesearch,
this study will take on a multi-level analysis approach, nmeatiat it
will scrutinize possible determinants on the Linking direxthoth on
national, EU, and global levels. The study is based on three broad
theoretical perspectives: (i) intergovernmentalism, whidhlights the
interests and preferences of the Member States; (iijutishalism and
multi-level governance, which, among other things, highlight treeand
the strategies of EU institutions; and finally (iii) neg theory, empha-
sizing the impact of, and interaction between, internationalmesyi
These perspectives in turn produce four different explanatory hygasthe
(two of them are derived from the same perspective). Thehfisithesis
anticipates that the change in the Linking Directive candmetr back to
a change in Member State preferencds assumes that the Linking
Directive proposal was drafted by a Commission which actecbutith
political agenda of its own, and that the European Parliameetied
the preferences of the Member States. A change in the d@&eutist
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consequently have stemmed from a change of heart among the Membe
States. The second and third hypotheses, both of them derived from the
institutionalist- and multi-level governance perspective, ragghc
anticipate that the change in the Linking Directive came essalt of
influence from the Parliamengnd as a result oinfluence from the
CommissionThese hypotheses assume that the EU institutions played a
much more significant role in the decision-making process theat thie
intergovernmentalist perspective foresees. They provided independ
and outcome-altering input in the process, ultimately contributngpe
change in the directive. The last hypothesis assumes thatrduodivei
change has to do with factors external to the EU — more precisely, that the
change has been spurred by itiernational climate regime and one of

its key players, Russidccording to this hypothesis, Russia, both by
virtue of its determining vote on the Kyoto Protocol, andpigentially
important position as an emission credit supplier, is expected &oHazal

an influence on the design of the Linking Directive. More dlsaid on

all of the hypotheses in the next chapter.

The study relies on a number of different sources. OffidiadBcuments
(both the accessible and the ones initially withheld fromipudatcess)
have been collected, the press coverage of the process has been
scrutinized, and previous academic studies of relevandestsubject of
study have been surveyed. To supplement this background cloth of
information with first-hand data on the subject, seven in-depthviates

have been conducted with actors involved in the Linking Directive
decision-making process. All in all, the interviewees repitesEnCom-
mission, the Parliament, state delegates, industry lobbyistsn dobby-

ists, and external analysts (for a complete list of tiervrewees and
their formal positions, see appendix 1).

The analysis of documents and interview data, then, rests on atistem
comparisons between the different testimonies, cross-checking ¢ognpet
observations and statements, weighting of different souressentially,
good historical criticism. On this basis, a credible reconttruof the
Linking Directive’s decision-making process and its main aetdng
forces has been established — not with absolute certaintyiopetully
with a considerable degree of credibility and confidence.

1.4 Structure of the report

This introductory chapter is followed by fochapters. Chapter 2 presents
the analytical framework of the study, and it is divided imieeé parts.
The first part specifies and operationalizes the dependeableaof the
study: the design of the Linking Directive. It also givesaaoount of the
legislative procedure by which the directive was handled, theecision
procedure. The reason for presenting this in the context of thgieaa
framework (as opposed to, for instance, the empirical chaistebhat
somegeneralknowledge on the legislative procedure is necessary before
we can embark upon assessing how the different theoretisgeotives
may be relevant in the case of the Linking Directive. Therspart of

the chapter, then, gives an account of the theoreticalgetiggs guiding

the study, and derives explanatory hypotheses from each of them. Finally,
the chapter outlines the report’'s methodology. It clarifies theyst
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position in terms of philosophy of science; it presentsnteéhods used
for gathering and analysing the empirical data; and it assebse
methodological strengths and potential pitfalls of the study.

Chapter threethen, presents the empirical record of the study. It maps
out the whole decision-making process, from the close background of the
initial proposal and up to the final approval of the directive. On this,bas
then, chapter four presents the analysis, first evaluatingetharical
support for each one of the explanatory hypotheses separately, and the
analysing them all together, with an eye on unveiling possilikr-in
relations between the different explanatory factors.

Finally, chapter five gives a summary and concludes on thefméings

of the study, before it discusses the theoretical implications of these
findings. Finally, the chapter points to potential improvementghen
study’s research design.



2  Conceptual, Theoretical and Methodological
Framework

In this chapter, the analytical framework of the studyresented. The
chapter is divided into three separate parts: The firdtqpeacifies and
operationalizes the study’s dependent variable — the design of thad.inki
Directive. It also gives a brief account of the legisktprocedure by
which the directive was handled, sketching out the formaldfeshe
process. The reason for presenting these formalities in tttisrs®f the
study is simply that somgeneralknowledge on the legislative procedure
is necessary before can we start to assess how diffédreatetical
perspectives may be relevant in the case of the Linkimgcbie. That
said, thedetails of the Linking Directive process will, of course, be dealt
with in the separate empirical chapter, chapter 3.

In the second part of the chapter, then, the study’s three explaagtory
proaches are outlined. These are (i) the Member State approseti,dma
the interests and preferences of the EU Member Stajeig(iEU insti-
tutional approach, reviewing the role of EU institutions; and thie
external context approach, which analyses the potential ingfattte
international climate regime. The approaches are all derivedidfroater
theoretical perspectives, respectfully: (i) intergovernmaiesrh; (ii) insti-
tutionalism and multi-level governance; and (iii) regime inteoa
theory. Explanatory hypotheses are derived from each of them.

The third and last part of the chapter examines the repoefbauolo-
gical choices. It clarifies the study’s position in termspbflosophy of
science; it presents thmethods which have been used for gathering and
analysing the empirical data; and, finally, it assesses bethaaiological
strengths and potential pitfalls of the study.

2.1 The Dependent Variable:
The Design of the Linking Directive

As mentioned introductorily, this section is twofold: first, thependent
variable of the study — the design of the Linking Directives défined

and operationalized. Second, we go through a brief account of the
legislative procedure by which the Linking Directive was handled.

2.1.1 Specifying and Operationalizing the Dependent Variable

In many respects, an EU directive can be seen as a miniature variant of an
international regime. True, there are significant differerizetsveen an
international regime and a directive, but there are also digtintlari-

ties. By standard definition, an international regime can be uoddras
‘principles, norms, rules, and decision-making procedures around which
actor expectations converge in a given issue-area’ (Krak@gs: 2)°
Similarly, an EU directive consists of principles and ruleterobased on
underlying norms, aiming to regulate actors in a given issege &or the
purpose of operationalizing this study’ dependent variable, themgsee
the Linking Directive as a variant of a regime is a reasonable apgroac
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Underdal (1999) classifies regimes by means of a strong-wealbo-di
tomy. A ‘strong’ regime is one whose ‘norms, rules and reiguist
significantly constrain the range of behaviour that qualifiedegal or
appropriate’ (Ibid.: 4). Put more simply, ‘the closer a regime comegto sa
‘anything goes’, the weaker it is’ (Ibid.). Applying the same kifd
dichotomy on my dependent variable is, however, not entirely straight
forward. This is because of the directive’s dual, and somewdrdlict-

ing, objective. On the one hand, the directive encapsulates thefgoa
cost-efficiency(objective 1): It aims to contribute to reducing the total
amount of greenhouse gas emissions by making the abatementscosts a
small as possible. Linking the ETS to the JI and the CDM previde
European business with the possibility to buy project credits irr tode
meet their emission targets, which is potentially more effsttive than
taking steps to cut emissions within the EU. On the other hand, the
Linking Directive also carries with it the principle golluter-pays
(objective 2) in the sense that it aims to ensure that kel @nd Ji
merely are supplements to domestic action. The rationale ihetat
since the EU historically has been responsible for a preponchvanet of

the emissions, the main emission reductions should take place thithin
EU. Depending on whose opinion is asked, then, a ‘strong directive’
could be one making it easy to reduce emissions ‘abroad’ — jaiyit
objective 1; just as it could be one ensuring that emission tiedsic
happen ‘at home’ — prioritizing objective 2. Hence, the strong-weak
dichotomy turns out not to be the best point of departure when
operationalizing the Linking Directive.

Instead, the dependent variable will be measured by meanstdtta
flexible dichotomyA change towards a ‘flexible’ directive will be taken
to mean that the final directive arranged for a neagy and unregulated
use of the project mechanisnas compared to the initial propdsal
(objective 1), whereas a change towards a ‘stricter’ dieatill mean
that the directive ended up wisignificant limitations and regulations on
the use of the project mechanisfabjective 2). The dichotomy is, in
other words, based upon the degree of pressure for domestic innitigat
a strict directive implies there was significant pressurdake action
internally in the EU, whereas a flexible directive impliesre was less
pressure to do so.

Having given account for the terms strict and flexible, the deménde
variable can now be demarcated and specifiagtieslegree of flexibility
in the Linking Directive The variable will be evaluated in terms of three
different values: (i) no change, (ii) stricter, and (iii) mdtexible.
However, the Linking proposal consisted of a number of diffessuies,
some of which may have turned out stricter in the course girteess,
others of which may have turned more flexible. This gives t@athe
possibility of conflicting interpretations of whether the diree actually
became ‘stricter’ or ‘more flexible’. It is necessaryfuather operational-
ize the directive along different sub-dimensions.

The directive’'s sub-dimensions emerge naturally when reviewheg
initial Commission proposal as well as the many experts’ cortsran it

(see European Commission 2003; Lefevere 2006; Point Carbon 2003b,
2004b). Its main features (sub-dimensions) stand forward as:
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the issue of a quantitative provisiorhe project mechanisms were,

as mentioned in the introduction, controversial to many, and a
guantitative provision — a cap — on their use could ensure that most
of the mitigation effort was made ‘at home’. This was among the
key questions in the Linking Directive debate.

the issue of qualitative provisiongn addition to limiting the
amountof project credits, the linking debate also revolved around
what type of projects which should be eligible for credits. Stnks
large hydro power and nuclear projects were by many suggested t
be kept off-limits, due to the social and environmental riskded|

to such projects. These qualitative aspects will thus beetiees
another sub-dimension of the directive.

the issue of timingThere were also some differences asvhen

the linking should take place (or more precisely, at what point
CDM credits should be allowed into the EU E%Sand whether or
not one should await the Kyoto Protocol coming into force.

These were the main features of the Linking Directive @elfat course,

the debate contained other important issues as well, such iasubeof
conversion of credits, avoidance of double counting of credits, the
potential linking to other trading schemes, and the inclusiomm-caled
national projects (Lefevere 2006). Due to limitations on the sobfgs
report, however, we cannot take all issues into account. dtilismy
claim that the above selection of dimensions is justifiablé,rapresents

the lion’s share of the directive’s content and as it coverglimensions
which invited the most debate. More will be said on these igautte
empirical chapter.

In sum, then, the dependent variable — now specifietheaglegree of
flexibility in the Linking Directive- is operationalized along its above
mentioned sub-dimensions, with the values ‘no change’, ‘stricter’, and
‘more flexible’. If, for instance, the final directive contaiha stricter cap
as compared to the initial directive proposal, the dependenbleaxiall
score ‘stricter’ on this dimension. If, conversely, the directiveed out
more flexible on, for example, hydro power, it will score ‘more i
on this dimension. The original proposal will be treated as a pbint
reference — a basis of comparisbithe account of whether the directive
as a wholdgurned out ‘stricter’ or ‘more flexible’ than the initiptoposal
(and the subsequent analysisaiy this change took place) will be based
on an overall assessmentatifthe dimensions taken together.

Having specified and operationalized the dependent variable, we now
move on to map out thiormal procedurein which the directive was
handled — the co-decision procedure. As mentioned, this is preserged he
for the simple reason that some general knowledge on the Iesgislat
procedure is necessary to assess how different theorpécsbectives
may be relevant in the case of the Linking Directive.

2.1.2 The Co-decision Procedure: Framework for the Linking Proposal

The Linking proposal was handled by means of the so-called coafecisi
procedure. Put shortly, the procedure means that the European Parliament
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and the Councit have to agree on an identical legislative text before it
can be passed as law. More in detail, the procedure goeoagsfoA

new legislative proposal is drafted by the Commission, whishnitano-

poly of legislative initiative within the procedure (Europgaommission
2007a). The proposal then comes before the European Parliament and the
Council. The two institutions discuss the proposal independently, and
each may amend it freely.

In Council, the proposal is first considered by a working group, whose
conclusion usually forms the basis of the Council's ‘generabapht. In
parallel in the Parliament, one of the MEPs is appointed as rapporteur and
gets the responsibility to write a report on the Commissipniposal.

The rapporteur is also responsible for incorporating any amendments
from the parliamentary committees. Having been discussedaed on

in the relevant parliamentary committees, the reportea ttebated and
voted on in full plenary in Parliament, where it is adoptedsimyple
majority® — the Parliament has had its ‘first reading’ on the proposal
(Ibid.).

The Parliament’s report is then sent to the Council for fudiegussion.
However, what is required for the Council to change the Parliagext

is much dependent upon the act of ®@mmission The Commission
may 1) choose to support the Parliament’s amendments and incerporat
them into its proposal, or it may 2) choose not to support the Parliament’s
amendments. Its choice has a direct effect on the subsequesibmieci
making: If the Commission approves all of the Parliameatiendments,

the Council only needs qualified majority* to approve the text. If,
conversely, any of the amendments have not been approved by the Com-
mission, the Council needsmanimityto approve it, making the threshold
for passing the directive noticeably higher (Ibid.). If the Cduexcepts

the Parliament's text in this first round, a so-called “iesiding
agreement’ is reached, and the proposal becomes law. Othetiagse
Council adopts a so-called ‘common position’ which is sent badke
Parliament for a second reading.

To change or reject the Council’s common position, the Parliamedsne
anabsolute majority? — giving a certain incentive to the Parliament to try
to reach agreement in the first reading. If the institutioasséll unable

to reach agreement, a conciliation committee is set up, attemiat
negotiate a compromise text between the two institutions. Botfa-Par
ment and Council can reject the proposal either at second reading
following conciliation, causing the proposal to fall. The Commissim ¢
also withdraw its proposal at any time.

To sum up, the formal structure of the co-decision procedure cabehus
likened to a tennis game, as Torbjgrn Larsson (2003) has suggested,
‘the ball is passed back and forth [between the Parliament and the
Council] over a net in which a proposal risks getting siticke of the
players does not deliver a good shot (a constructive opiniondl.(IB®).
However, as Larson also writes; ‘the tennis metaphor doeduhpt
apply, since a third party — the Commission — is doing the serving’
(Ibid.). The Commission functions as the server — the formaktypoli
initiator — whereas the Parliament and the Council are the playées — t
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formal decision-makersAnd the dynamics of the co-decision procedure
are such that the final legislative act may differ suhistiy from what
the Commission put forward in its initial proposal. Hence, as oftdinel
case in sports, the game may take on a different dyn&aicwhat the
initial serve indicated.

Keeping this procedural framework in mind, we can now start exyjori
the theoretical perspectives guiding this study.

2.2 Explaining the Linking Directive: Three Approaches

The choice of theoretical foundations in this study encompa#ée®it
actors and different levels of influence. Intergovernmentdlisiory
highlights the importance of Member State preferences whenrdeiieg
and understanding EU policy. Institutionalist theory and the maval
governance perspective highlight the role of institutions in Elcyol
making:® Finally, regime theory points to the potential impact of the
external, global climate regime context. These three thealetier-
spectives have all proven to be relevant to the study of Edypolaking
(see for instance Skjeerseth and Wettestad 2002; and forthc26089,
and they are therefore likely to contribute to a better undersiardso
of the Linking Directive.

In the following, all of the three theoretical perspectivesmesented in
greater detail, sketching out their core theoretical assangpand their
implications for the Linking Directive case. Explanatbrgpotheses are
derived from each of them. We start with the Member State approach.

2.2.1 The Member State Approach

The most important factor when explaining EU policy is the condigur
tion of Member States’ preferenceEhis is the mantra of intergovern-
mentalist thought. According to Andrew Moravcsik (1991; 1997; 1998;
1999), perhaps the most well-known and untiring demonstrator of inter-
governmentalism’s explanatory power in European integration, the state’s
preferences reflect the pressures and objectives of the tlorgesups

with the strongest influence on the state apparatus — theckens aat
home’. The national governments in turn bring their preferenceseto t
negotiation table, where they ‘strategize as unitary aatisra-vis other
states’ in order to achieve their goals (Moravcsik 1998:*23pra-
national institutions, on their side, play a marginal role withiis t
perspective. They are believed to merely serve the gddlse national
governments (lbid.: 67; Moravcsik and Nicolaidis 1999: 69). Andreas
Maurer et al. (2005) elaborate on this assumption:

‘Supranational institutions have been establishad endowed
with powers in order to help maximise the governtsenational
advantages (e.g. to resolve collective action mmoisl and to
reduce transaction costs) — libey remain at all times under the
control of the Member StateEhey implement the Member States’
decisionswithout having an autonomous agehdtpid.: 12, my
italics).
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Thus, the core assumptions within the intergovernmentalistefrark
can be summarized as follows:

The most important explanatory factor in international negotiations
and in EU politics is state preferences.

Supranational institutions exert little influence by themsglthey
merely serve the goals of national governments.

How does this perspective play within the case of the Linkiimgctive?
Above all, the directive must be expected to reflect theepgates of the

EU Member States. Moreover, supranational actors such asatine C
mission and the Parliament — even though they played formal asles

have seen from the co-decision procedure chart — must be assumed t
have acted either neutrally or in line with the Member Stgtecfer-
ences. In other words, the Commission, which formally initigtesl
legislation, is assumed to have launched a proposal to which it anticipated
broad Member State support, aheé Parliament, which formally is a co-
decider, is assumed to have ‘gone along with’ the Member sState
position. Subsequently, a change towards a more flexible direistive
assumed to have originated in Member Statemgingtheir preferences

in the course of the process, i.e. that they wanted a more flexible
directive. This suggests the following hypothesis:

H1l: The Member State hypothesi$he Linking
Directive became more flexible because Member
States changed their preferences in the course of the
process.

Operationalization of the Hypothesis

How is the Member State hypothesis to be evaluated and judged? The
Council debate minutes and Council votings are obvious points of
departure, as these documents indicate what the Member Puazfes-
ences were at the outset and throughout the decision-makinggraces
evaluation of official government statements will also addédata on
which the intergovernmental hypothesis will be judged.

However, the hypothesis will not be strengthened alone by a random
number of Member States changing their preferences in the aiufse
process. The ‘swinging states’ must have constituted a qdatifigority,

in line with the co-decision procedure (confer section 2.1.2) — thesg m
have been weighty and numerous enough to be able to change the
outcome of the process. Thus, if the debates, votings and government
statements show that sufficient number of Member States actually
changed their positions during the process — and expressed this with
voting — this will, naturally, strengthen the Member State hypathés

as a converse scenario, the data show that Member Statgsolasd in

the negotiations and had to give in to, for instance, the Parli&me
preferences in the course of the process, this seriously quett®ns
explanatory power of the intergovernmentalist perspective insthdy:
Member State preferences wearet the main determinant in the making
and shaping of the Linking Directive.



A Multi-level Analysis of the EU Linking Directiv®rocess 11

2.2.2 The EU Institutional Approach

While the intergovernmentalist banner upholds the primacytate s
preferences, institutionalist and multi-level governance thasbare a
somewhat different slogamstitutions matterThey should be treated as
‘political actors in their own right’ (March and Olsen 1996: 738}oiac
which ‘can themselves develop endogenous institutional impetus fo
policy change that exceeds mere institutional mediation’ (BullB88:
370).Thus, that institutions matter is the first premise giving wathe

EU institutional approacH.

The other is that the role of institutions is most promivemen there is
significant domestic uncertainty and disagreement (Undercl: 1192)

In such cases the national governments tend to be less fisaomg and

the field more open for supranational entrepreneurs (lbid.). The Linking
Directive seems to be just such a case — with high level of complexity and
little knowledge and experience among the Member Stateshé\inore
reason to explore the EU institutions’ role in the Linking Dikect
process. But first, the core assumptions of the institutiapptoach are
summarized:

EU institutions are not only instruments for national governments
Rather, they have increasingly developed their own interests and
their own agenda.

Furthermore, institutions can exert influence that exceeds the
formal mandate, particularly when the degree of issue complexity
is high.

Which EU institutions should be investigated in the case of thking
Directive? The Parliament and the Commission stand out as &bviou
choices, not least because of the legislative procedure by wiméch
directive was handled — the co-decision procedure. As was shown in
section 2.1.2, the Council is not the only actor which might have had an
effect on the Linking Directive outcome. Also the Parliament ted
Commission are important actors within this procedure.

As for the Parliament, the co-decision procedure givesrsigution the
mandate to be a real and legitimate-decider Not only does the
procedure require the overall approval of the Parliamenh#optoposal

to be passed as legislation, it also gives the Parlianentright to
propose amendments and to veto the entire proposal if it perceivés that
amendments have not been taken sufficiently into consideratiishas
fundamentally increased the power of the Parliament as comtuatied
other procedures (Crombez et al. 2000; Tsebelis and Garrett 2000).

So, what might have been the Parliament’'s legislative agendhei
Linking Directive process? Judging by its composition at the,tithe
Parliament could very well have been inclined to work for a more flexible
directive. The elections in 1999 ‘dethroned’ the socialist group (R&d)

put the centre-right group (European People’'s Party and Christian
Democrats) in the lead position. This is a group which tended to be
‘resistant to any calls for higher standards that impose significaist @os
industry’ (Grant et al. 2000: 36). A restrictive Linking Direetiwould
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certainly mean more costs to the European industry. This indithat

the Parliament could have worked for a more flexible directinee
could of course argue, conversely, that the Parliamentitnadity has
been known as the ‘greenest’ of the EU institutions (see $b2agl0:

302; Weale et al. 2000: 92-93), indicating that the Parliament perhaps
worked for a moreestrictive directive. However, in this study, we will
assume that the dominant centre-right group of the Parliafpett
weighed’ any green forces, and thus that the Parliament as such
contributed to the development towards a more flexible digeciThe
assumption is encapsulated in the following hypothesis:

H2: The Parliament hypothesis:The Linking
Directive became more flexible due to influence from
the Parliament.

There is also good reason to give scrutiny to the Commisside’sHiost

and foremost, its exclusive right to initiate legislation Wwitthe co-
decision procedure is an important asset, since the wayptiiaty
proposals are initially formulated and packaged can have a strangde

on the eventual policy outcome (Princen and Rhinard 2006: 1119).
Moreover, we have seen that the Commission’s stance on dianiesut
amendments has a direct effect on the subsequent voting procedures
the Council: if the Commission approves all Parliament amendment
only aqualified majorityis needed for the Council to approve the text. If,
conversely, any of the amendments are not approved by the Commission,
the Council needananimityto approve it (confer section 2.1.2). In other
words, the Commission plays a potentially significant roliwithe co-
decision procedure.

But the Commission should also be investigated due to its potential
informal influence on the process — its knowledge and role ‘in the less
formalized arenas of politics’. After the initial proposaldathroughout

the process, the Commission takes an advisory role, providesation

and expertise, and by this, it can actively select ‘the pelitiat promote

its interests; restricting the available choices for governsnenttinually
pressing and negotiating until it gets what it wants’ (Hix 19287). A
number of scholars have found the Commission to do just’thisnce,

the Commission’s role — both formal and informal — should be glosel
investigated.

The Commission is organized into 23 General Directorates (QE8s)-
pared to the other Directorates, the DG Environment has been angong t
smaller, with a relatively small staff. By some it lea®n been described

as being dominated by ‘ecological freaks’ (Grant et al. 2000: By).
comparison, the DGs concerned with industry and economy typically
have far greater resources, often blocking proposals introduced by the DG
Environment (Weale et al. 2000: 119). In fact, this is precigsdiat
happened in the EU ETS process, when several commissionaugjngcl

the DG Enterprise Commissioner and DG Competition Commissioner,
blocked a draft proposal from the DG Environment (Reuters/Pl&netar
2001) Could it be that a similar power struggle took place inteyriall

the Commission during the Linking Directive process? Could ithbeé t
the Commission’s industry and economy DGs succeeded in getting
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through its will, causing the directive’s design to change? wdtérely,
maybe the DG Environment realized that it would have bettrads for

a smooth legislative process if the proposal was changed into something a
bit more acceptable to industrial and economic interests. Bothbpiessi

ties are embedded in the following hypothesis:

H3: The Commission hypothesisThe Linking
Directive became more flexible due to influence from
the Commission.

Operationalization of the Hypotheses

In order to assess the Parliament- and the Commission hypothases, i
necessary to clearly define the concepinfliience Observing that the
Parliament or the Commission contributed — by means of being ad/olv
in the process — tells us little. To qualify as noteworthy aciortheir

own right, they had to (i) providedependeninputin the policy-making
process. This could be anything from a formal amendment, an atcepta
or a dismissal of amendments, an advisory suggestion during negotia-
tions, or a more informal proposition behind the scenes. The inmg be
‘independent’ means that it was new and unique, and not just aicepetit
of already stated proposals. Moreover, the institutions had) tchéinge

the outcomef the process — their activity had to be outcome-altering. If
the Commission or the Parliament provided input that was both
independent and which altered the outcome of the process, theyahad re
and effective influence on the Linking Directive, and the Cdsaion-

and Parliament hypotheses will be strengthened. Conversely, dathe
suggest that the Commission or the Parliament did not reatifyiloute

any input, or did not come through with their initiatives, the hypothese
will be weakened, along with the EU institutional explanatory as such.

2.2.3 The External Context Approach

EU environmental policy does not exist in isolation from intéomal
institutions and international regimes — even less so the Linking
Directive, whose goal it was precisely to link the EU EWBh the
international climate regime. Thus the need for a third explanatory
approach: the external context. Whereas the intergovernmeatadighe

EU institutional perspectives both seek to explain the direchamge by
looking at national and EU internal variables, this thirdspective
zooms out and captures some of the international circumstaiiels
might be relevant for the study.

The point of departure is the concept of ‘institutional inteoactia term
taken from the theoretical work done by, among others, Sebastian
Oberthir and Thomas Gehring (2006). For reasons of simplicity, Wle sha
use the termegime interactiorinstead ofinstitutional interactionin this
report?* The term ‘regime’ has been defined in section 2.1.1 as ‘prin-
ciples, norms, rules, and decision-making procedures around which actor
expectations converge in a given issue-area’. The term ‘otiteng on

the other hand, will be explained more in detail in the following passages.
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Today, environmental policies are part of a heavily fragnteiristitu-

tional structure of international environmental governance. Moaa t

two hundred environmental agreements have been concluded to date, and
the number is growing (Ibid.: 2). This suggests an equally groveieg

vance ofinternational regime interactionThough the development of a
broad theory on regime interaction is still at an early st@gerthir and
Gehring certainly provide its initial foundations. They denoteraat&n

as what happens when

...] one institution affects the institutional deegiment or the
effectiveness (performance) of another institutidm. essence,
institutional interactiorrefers to a causal relationship between two
institutions, with one of these institutions (‘teeurce institution’)
exerting influence on the other (‘the target ingtin’) (Ibid.: 6,
their italics).

Oberthur and Gehring describe interaction as consisting of seprate
stages. In the first stage, the source regime (withuiesr norms and
decisions) affects the preferences or the behaviour of releactors
within its own domain (the source’s micro-level actors). In skeond
stage, this leads to a change of preferences and a change wbbebt
actors relevant to the target regime (the target’'s micro-stets). In the
third stage, this finally produces a change within the targgee (and
its rules, norms and decisions).

Consider, for example, the World Health Organization (WHO}has
source regime, and the EU Air Quality Framework Directivd 996 as
the target regime (the example is taken from Wettestad 20Ré)WHO
produces air-quality guidelines affecting all its member stéte micro-
level actors). These guidelines also influenced EU institutindgdlee EU
member states (the target regime’s micro-level actaas),it was
politically difficult to reject the WHO guidelines in EU @mnmental
policies. Consequently, the Air Quality Directive adopted strin§f¢HO
pollution limit values in its daughter directives (Ibid.: 290-295). In iothe
words, the EU chose ‘more ambitious policies than would have come
about without the WHO’ (Ibid.: 293) — a regime interaction hdera
place. The process is illustrated in figure 1.

Like the Member State approach, this regime interaction pergpec
entails changes in Member State preferences. But different the
Member State approach, the sources of these changes emreakid the
Member States and even to the EU. These external influengealsea
work through the European Parliament or the Commission. In other
words, the Member State approach entails the reviewing o sta
preferencesnternally in the EU, whereas the external context approach
deals with possiblexternalinfluence.

The core premise in interaction theory can thus be summdarés
follows:

Interaction between regimes can affect policy outcomes. Influence
from a source regime and its key micro-level actors cactathe
contents, the operation or the consequences of a target regime.
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Figure 1

Causal mechanisms in regime interaction

Source Regime
(e.g. WHO)
- rules, norms, decisions

N

Source’s micro-level actors
(e.g. WHO Member States)
- change of preference

Target Regime
(e.g. EU Air quality Directive
- rules, norms, decisions

/

Target’s micro-level actors
(e.g. EU Member States)
- change of preference
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Could the theory on regime interaction be relevant also whenwiege

the Linking Directive process? Let us treat the Kyoto Padtaghich is

the most relevant international framework for the LinkingeDiive, as a
potential source regime (as done by Oberthir 2006: 56-63), and the
Linking Directive as a potential target regime. Who, then, wieeekey
micro-level actors within these regimes? Intuitively, #ree that Russia,
which had signed but not yet ratified the Kyoto Protocol when the
Linking debate arose, was to play a pivotal role (Bang 085). When

the US withdrew from the Protocol in 2001, the Russians wrevith a

key role in determining whether and how the Protocol would be
implemented. During the Linking Directive process, there wasahrisk

that Russia would not ratify the protocol, and there was a real risk that the
Kyoto Protocol would collapse (lbid., Skjeerseth and Wettestad-forth
coming 2008). At the same time, it was clear that Russia was a potentially
big supplier of JI credits, making the country directly economically
affected by the design of the Linking Directive.

Could it be that Russia, with this ‘make it or break it’ positin relation
to the Kyoto Protocol, exerted an influence on the EU, ancegubstly
on the Linking Directive? Did the Russians perhaps demandxiblée
Linking Directive (as this would improve their JI revenuesjeaturn for
ratifying the Kyoto Protocol? The possibility is pursuedha following,
last hypothesis. It is also illustrated in figure 2.

H4: The external context hypothesiShe Linking
Directive became more flexible due to external
influence from the climate regime and its key micro-
level actor Russia.
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Figure 2 Possible regime interaction in the case of the Linkg

Directive
Source regime: Target regime:
Kyoto Protocol Linking Directive
- Rules, norms, decisions - Rules, norms, decisions
Micro-level actor: Russia Micro-level actor: EU
- change of preference - change of preference
- change of behaviour - change of behaviour

Operationalization of the Hypothesis

In order to evaluate the external context hypothesis, it iessacy to
investigate the EU-Russian relations on the issue of tlwokirotocol
during the period of negotiating the Linking Directive. Littleoig in the
open on this subject, so interviews with key actors will havbee the
main source of information in this reg&fdWas there pressure for
influence from the source micro-level actor Russia to thgetamicro-
level actor EU, and if so, did this pressure result in clangethe
Linking Directive? Evidence of Russian pressure on the dasfighe
Linking Directive would, of course, strengthen this hypothesis, edsea
lack of pressure from the Russians would significantly undermine it.

2.2.4 Summary of the Explanatory Approaches

Thus far, | have presented the three theoretical pergpgathich will
guide the analysis of this report. Four hypotheses have been deoired
these perspectives:

H1l: The Member State hypothesi$he Linking
Directive became more flexible because Member
States changed their preferences in the course of the
process.

H2: The Parliament hypothesis:The Linking
Directive became more flexible due to influence from
the Parliament.

H3: The Commission hypothesisThe Linking
Directive became more flexible due to influence from
the Commission.

H4: The external context hypothesiShe Linking
Directive became more flexible due to external
influence from the climate regime and its key micro-
level actor Russia.
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The hypotheses’ theoretical foundations and underlying assumptions are
summarized in table 1. As the table’s left column suggests, the
hypotheses belong to different ‘levels of analysis’: the dat, the EU

level, and the global level.

Table 1 Recap of the theory and the hypotheses

LEVEL OF ANALYSIS THEORIES CORE ASSUMPTIONS HYPOTHESES

STATE LEVEL INTERGOVERNMENTALISM | STATE PREFERENCES - MEMBER STATE

MOST IMPORTANT, THESE | HYPOTHESIS
HAVE DOMESTIC ORIGINS
SUPRANATIONAL
INSTITUTIONS EXERT
LITTLE POWER

INSTITUTIONALISM, INSTITUTIONS MATTER, - COMMISSION

MULTI-LEVEL AND THEIR INFLUENCE HYPOTHESIS

GOVERNANCE CAN EXCEED FORMAL - PARLIAMENT
MANDATE. HYPOTHESIS

GLOBAL LEVEL REGIME INTERACTION EXTERNAL INFLUENCE - EXTERNAL

FROM INTERNATIONAL CONTEXT
REGIME AND KEY MICRO- | HYPOTHESIS
LEVEL ACTORS

It should be noted that these three theoretical perspetiyvas means
need be mutually exclusive. True, they highlight different dewaisi
making levels and different actors and institutions, but still, they iedah y
complementary explanations which seen together provide credible
answers to the research question. We will return to thegesida the
concluding chapter of the report.

Figure 3 gives a simple recap of the explanatory framework established in
this theory section. Moreover, it provides a ‘visual’ of the actehich
will be pursued in the empirical chapter.
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Figure 3  Preliminary explanatory model of the Linking Directive

Global level

EU level

State level

The climate regime’s key micrg
level actor, Russia

/

Commission influence

Linking

b - Directive

-

Parliament influence

-

The Member States’ preferences

Having presented our three explanatory approaches, we can nowdroce
to the methodology of the study.

2.3 Methodology

This section presents the study’s methodof3gy.is divided into four

parts. The first part gives an account of the ontological and
epistemological point of departure — the study’s assumptionsgnis tef
philosophy of science. The second and third part presents the methods
used togatherand subsequentignalysethe data. Finally, an overview of

the methodological strengths — and potential pitfalls — of the stwdy i
presented.

2.3.1 The Report’s Basis in Philosophy of Science

Social sciences can roughly be divided into two branches: onegbas
itself on an empiricist, or positivist methodology; and one basinif iise

an interpretive methodolod§.Although there are vast variations within
each branch, and the distinction between the two is far from absolute
each can be characterized by its own specific ontology -tana$ what

the world really is — and its own epistemology — a notion of what
knowledge is and how it can be obtained.
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Empiricists have an ontological position similar to the one damigan

the natural sciences: they presume that there is a ‘Real World out éhere’,
world that exists independently of our senses (Moses and Knutsen 2007:
8)® In this world there are regularites and patterns which can be
unravelled by means of the right scientific methods. Episteriualibg

then, you can obtain objective and true knowledge, knowledge upon
which predictions and inferences can be made.

Interpretists have an entirely different point of departureyTdeestion
the empiricists’ ontological assumption. Even if there exdstwe law-
like patterns in nature, they argue, the patterns of intErestterpretists
are not rooted in nature but are ‘a product of our own making’ (IbdJ.:
There is no ‘one’ social world — there are several. Thesgds are
created in the interrelation between people, and people, unlilgcphy
particles, think. They are self-aware, reflexive, and thegyeaj certain
freedom of action. This has two important scientific implmasi 1) the
‘objects’ of social science cannot be subject to univeesas,| nor can
one predict on their behaviour; and 2) the researcher, hersdffaangre
individual, can never be entirely objective and value-freéngr work.
Epistemologically, then, rather than aiming for (the impossibledipre
tion and unveiling of general patterns, the interpretists aiomdlerstand
andinterpret meaningn human endeavours (Ibid.: 11).

This report is neither purely empiricist, nor purely intetiste Rather, it

is positioned somewhere in the middle. The report has interpfegist
tures both in regards to the nature of its data, and iwé#yethese data
will be analysed (we will return to these issues shpriBn the other
hand, it is empiricist in its main assumptions. The study asstima¢s
there are empirical facts to be unveiled in the Linking &ive process
(ontologically, that therés in facta real world), and that these facts can
be approached by using the right research tools (epistemolpgiteit
true knowledge is within reach). The report is thus more thasceount

of different respondents’ personal testimonies of the Linligctive
process, it is more than accounts of ‘social worlds’. It isatiempt to
reveal whatactually happenedto reconstructvie es eigentlich gewesen
war, as the father of modern historiography, Leopold von Ranke, would
have put it (quoted in Ibid.: 118). Though this is a difficult task —
interpretists would even say that there is oy truestory of what
happened — still, this report will build on the notion that one acamamt
be more empirically informed, and hertoger, than another.

To sum up the report’s basis in philosophy of science, then, this study has
interpretive features in the nature of its data and thetiese data will

be analysed, but the fundamental scientific assumptions belotige in
empiricist camp. We will assume that there is an ontologiath to be
unveiled in the Linking Directive process, and that we canogpr this

truth by the support of the right research tools. In the nexagasswe

take a closer look at these tools.

2.3.2 The Report’'s Methods for Gathering Data

The choice of research methods is very much decided by the natbee of
research question — it all depends on what you are trying to do. You do
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not choose the carpenter’s tools when doing an electrician’s jobagust
you do not apply the house painter’'s supplies when working in the chef’s
kitchen (unless you are going for that unconventional and ‘artking,

of course). As it appears from my research question, this repostigly

of a decision-making process which took place in 2003-2004. What
methods for gathering data does this research question call upon?

Methods for gathering data include, among others, historical methods,
interviews, surveys, and observation. In our case, observation Wweuld
an ill-suited approach, as the object of study is a closed ant€fthis
decision-making process. Equally, surveys would be a bad choice of
technique, since there are nagr@at numbeiof people who would know

the details of what happened during the process (moreover, theogaesti
pertaining to my hypotheses are not easily coded into a multiple-choice or
yes/no-questionnaire). Thus, interviewing the actors who wertalbc
involved in the process and reviewing the textual sourcesipie to

the period have constituted the main methods of gathering data.

The first round of gathering data has been the collecting obame
documents, including both official and more ‘unofficial’ writingd:the
reports and minutes from the institutional meetings; otherastestudies
conducted on the matter; the press’ coverage, commentaries and chron
cles etc. This material has subsequently been sorted chromdigic
order for the first ‘skeleton’ of the narrative to comeight. Based on

this first round of data, | have gotten an impression of the @abir
patterns as well as the ‘empirical holes’, what was irdnafefurther
clarification, and not least, which key actors should be ctedafor
closer, in-depth interviews.

The second round of gathering data has been the carrying out of inter-
views. Altogether seven interviews have been conducted during the
spring of 2007 — most of them in Brussels, some in Oslo. The informants
have represented the Commission, the Parliament, state dejegdtes-

try lobbyists, green lobbyists, and researchers and anétgstsappendix

1 for a list of the interviewees and their positions). lehavade use of
both open-ended and more ‘closed’ yes- or no questions (see attached
interview sketch in appendix 2). The latter form of questions make
cross-checking and comparisons between different sources agydoe
conduct; while the former allows for a more natural and un¥unpéed
dialogue to establish. The intention has been to give the interviewees tim
and opportunity to reflect, and to formulate arguments with tem
words (Morse and Richards 2002: 93). The reader should bear in mind,
however, that the attached interview sketch has served srdgeneral

point of departure. The questions and the style of the ieterliave of
course been adjusted according to the informant (meaning, for example,
that more in-depth questions on the Commission’s role have baed rai

to the Commission informant).

All interviews, save one, have been conducted face-to-face, asaye-
recorder?® After having completed the interviews, the recordingsehav
been transcribed and put together with the written matérigpon this
collection of data, then, trenalysisof the data could begin.
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2.3.3 The Report’'s Methods for Analysing the Data

Methods foranalysingdata include, among others, statistical methods,
comparative methods, experiments, and interpretive methodsidn t
case, inferential statistics and comparison of differesexavere both
far-fetched, as | am dealing with only one case. The experimeunid
also be an ill-suited approach, as it requires the possitalitganipulate
and control different variables. Thus, the interpretive method hasleen t
road to travel when analysing data in this study.

In the interpretive method, as in all research methods, theésgetry to
establish credible causality This means inferring causality from a
thorough account (or, to use empiricist language, a thoroughatmrel
assessment) of the different aspects (variables) of the gstoddne
difference from the statistical method, for example, is thabdsessment

of variables and their relation to one another is done not by means of
guantitative techniques, but the researcher’s own interpretdtiurs,
much hinges on the researcher’s ability to make good judgemetitss In
respect, it is important that no single point of view seim®nopoly or is
given disproportionate weight. This concern is partly safeguardéiaeby
data having been gathered from a wide range of sources. Buoit al
hinges on conducting systematic comparisons between the datan and o
cross-checking competing observations. In practice, this meaasinrg

ing the data systematically, juxtapositioning potentially corfigctata,

and comparing and consulting with third party sources. It also means
assessing central versus more peripheral documents and souooces,
neutral ones versus potentially more biased ones — eslsengabd
historical criticism. By means of this weighting of differeources, by
cross-checking the testimonies and by examining where the difiéaea
intersect, one can approach the real story — not with absmuiminty,

but with credibility and confidence(Silverman 1993: 155) The concepts

of credibility and confidence should not be taken to mean that onl
‘conservative’ or status-quo findings are valid — such caterould be

fatal for any scientific progress. Rather, the concemgsraclose analogy

to Karl Popper’s account of falsifiability: no knowledge can be verifged a
absolutely certain; there are only more solid and credible versions of it

2.3.4 Strengths and Weaknesses of the Design

The design of this study carries with it both inherent strermtidsweak-
nesses. These are related to the issues of reliabilligityaand general-
ization.

Reliability

Reliability is usually interpreted as the ability to repte the original
study using the same research instrument and getting the remolts
(Feagin et al. 1991: 17). Similarly, it can be defined as dibgree of
consistency with which instances are assigned to the satagory by
different observers or by the same observer on different occasions
(Hammersley 1992, as quoted in Silverman 1993: 145). Lack of reliabil
ity is one of qualitative research’s main challenges. Thigaily due to
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the lack of standardization involved in the research methudl t@ the
difficulty pertaining to re-examining and verifying the data.

In order to deal with this predicament, it is importantdé@ument ones
procedure As for this study’s written data, this is available doy reader
to verify and double-check.The interview data, however, are not as
easily accessible for the reader. The interview tragptscdould of course
have been included in the appendix, but due to issues of angnymit
have chosen not to do this. Although a list of the informants’enana
positions is attached in the appendix (so that the reader dén whbat
institutions and what actors actually have been heatt)informants
have been promised anonymity in the sense that their name wauld no
linked specifically with any information. This way, it is ensd that the
informants can reveal informatiomithout having to worry about poten-
tial consequences. Attaching the transcripts, even witheuntormants’
names, would potentially compromise this anonymity. The lack of
transcripts does, of course, make it impossible for ¢agler to double-
check or verify any quotations, but in the choice betwesifiable data
andgood datal have given the latter the most weight.

Besides the issue of anonymity, there is a second potentidralto

the interview data’s reliability: the interviewer-integwee understand-
ing. The interviewees may very well have misunderstood thdigogs
they may have forgotten important parts of the process; andntbgy
unknowingly, or even knowingly, have distorted their responses. These
issues should, however, be investigated and taken into account rather than
just being seen as mere ‘problems’. | have been aware of #dflem
throughout the process of the study, and | have to the best of fity abi
tried to minimize their potential influence as sources wbre The
informants have been re-consulted after the interviews, and hidney
been given the opportunity to review and double-check both their own
answers and the manuscript as such. This significantly reducest if
removes, this threat to the study’s reliability.

Validity

Validity can be defined quite simply as ‘truth: interpredsathe extent to
which an account accurately represents the social phenomena toitwhich
refers’ (Silverman 1993: 149). If reliability is the qualiati study’'s
drawback, then validity is its clear advantage. Qualitatiudies allow

for rich descriptions and the usage of a variety of diffesenrces. With
this, the depth of the study increases, and one can draw mordeconfi
inferences on the object of study.

There are however two potential pitfalls with regard tostugly’s valid-
ity. One relates to theelectionof data, which risks being biased. Solid
empirical groundwork is of course critical in any type of agsh,
whether one is conducting a quantitative or qualitative stbdy, as
Stanley Lieberson (1992) points out, ‘the impact of error or inigien
is even greater when the number of cases is small’ (Ibid.. 11%his
report, we deal with a single case only, and Lieberson’s wastingld
be given even more weight. Still, it is my claim that thed#n of data
in this study constitutes little threat to its validity. Thetten material is
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taken from a wide range of sources — from different stakelslgtate-
ments, different analysts’ viewpoints, press coverage, a number
respected scholars, and of course official EU archives. Theldelu-
ments which were initially withdrawn from public access waitk
released upon request. All in all, then, a solid amount of texiatz
contribute to the study’'s validity. As for the interview datatwo
potential informants, from the industry and an ENGO respectiuiye
unfortunately not available for interviews. They were, howenaglaced
by representatives from a different industry association andfexedit
ENGO. This way, it has been ensured that different viewpbate been
heard also in the lobbyist branch — even if the sources iniadiiyessed
were not available. Having heard from both high-level playard
grassroots voices, from both the different EU institutions &rom
neutral bystanders, | would argue that se¢ectionof data in this report
is sufficiently diversified to be labelled unbiased.

The second potential threat to validity relates to the poisgiltilat the
data itselfis biased. There is little reason to suspect that théewritata
material in this report is grossly or systematicallysbddt much of it
consists of debate minutes which should give a good reflection of the
debates as they were. Government or analyst statementd siicolurse

be subject to greater scepticism (data cross-checkingemeral source
criticism goes a long way in this respect). As for theriview data,
however, the threat of bias is considerably lafg&s mentioned, there is
the risk that the informants’ testimonies are not entirebueate, or that
important parts of the puzzle are being left out (this issume lcowever,

be dealt with by means of re-consulting with the informants).elher,

the tape-recorder may have had a negative influence on theienter
data. It may have intimidated the informants or made them ucbmf
able, leaving them less free to speak their mind. To parapHeisen-
berg’s uncertainty principle, the act of observing the objechgag®mthe
state of the object itself (Moses and Knutsen 2007: 145, 298). énadpit
this, | have chosen to tape-record the interviews, as timative would
have increased the risk of losing valuable data. Moreoveinfibienants
interviewed for this report share a common characteriiey are all
more or less public persons who are used to speaking before the publ
This gives good reason to believe that the recorder’s impattteointer-
viewees has not been tremendous. All the same, | have trieadt besh

of my ability, to be observant of any reserve and nervousness when
transcribing and analysing the informants’ testimonies.

Generalization

A final ‘weakness’ of the single-case study like this ordhat it hardly
gives the possibility to generalize. On the basis of a siogée, it is
impossible to infer anything with much confidence (Yin 1994: 35-36).
However, there are different kinds of generalization. And that@nstic
generalization understood as making inferences from a sample to a
population, would be impossible in a case study like this, so-called
analytic generalizatiormay be closer within reach. With this type of
generalization, one induces from cases to theoretical propositathsy r
than from samples to populations or universes (Mitchell 198Gueted

in Silverman 1993: 160). Cases in qualitative research are cfftesen
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on the same basis as laboratory experiments, namely on a iteaet
analytic assumption. The result of the case study thereby coatribmt

the strengthening or the weakening of this theoretical assumpton. A
such, the case study contributes to the broader cumulative prdcess o
theory-building. And as the number of case studies grows, the analyti
generalizations will turn more confident. In this lies a remintdat
qualitative case studies can function as important theorgredibr
theory-builders. The same might apply to a study on the Linking
Directive process.

To sum up, this chapter has served three purposes: it has especiti
operationalized the study’s dependent variable, and sketched out the
legislative procedure by which the Linking Directive was hathd
Second, it has presented the theoretical perspectives anxiptheagory
hypotheses which will be evaluated in this report. Finally, it digsn
account of the methodological framework of the study. With thatree
ready to embark upon the empirical data: the actual decisiamm
process leading up to the final Linking Directive.
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3 The Empirical Record

This chapter maps out the whole decision-making process leadihg

the final Linking Directive. It is divided into different phaseorres-
ponding more or less with the chronology of the process: the background,
the Commission disagreement, the official Commission proposal, the
Russian reactions, the EU reactions, and finally, the informal compromise
and the final directive. Not only do the different phases map out the
variations in thedependent variabldthe degree of flexibility in the
Linking Directive) over time, they also outline the variatiamshe inde-
pendent variablesncluded in the explanatory hypotheses: the Member
State preferences; the Parliament- and Commission influemck the
external pressure from Russia. Towards the end of the chajpeer, t
empirical record is summarized in two tables — one mapping the &hang
in the dependent variable, thus providing an answer to the first pautt of
research questionn what way did the design of the Linking Directive
change; and one mapping the empirical record on the independent
variables, thus constituting a foundation on which we in the nexteha

try to find answers to the second part of the research questancan

the change in the design of the Linking Directive be explained?

3.1 First Phase: The Background

The concept of emissions trading has certainly been contraversind
equally so, the issue of linking the EU trading scheme to theoKyot
project mechanisms. During the 1997 Kyoto negotiations, a vastitpajor

of the EU Member States, the Parliament and likewise then@gsion,

was sceptical or even hostile to emissions trading and the project mechan-
isms (Grubb et al. 1999: 94).

However, both the Commission and the Member States would slowly
become more susceptible to the project mechanisms. Some didahge
was simply due to the fact that emissions trading ended up beladedc

in the Kyoto Protocol. Though it was not what the EU officidiad
wanted, emissions trading was now part of the Protocol and thus
something one had to accept and adjust to. The change in stangisavas
spurred by the replacement of Commission personnel (Lefevere 2005:
96). Jgrgen Henningsen, the head of the DG Environment's climate
change unit in central parts of the 1990s, left his post in 1998, |lamgl a
with him went most of the staff who had been taking a ‘command and
control’ approach to climate policy. In came Jos Delbeke, holding a Ph.D.
in economics; and with him, new staff favouring economic policy
instruments (lbid.). All in all, then, the perception on emissioading,

and to some extent also the project mechanisms, was slowlyiatpamg

the central EU. The ground was gradually being set for allowigrgaer
degree of flexibility in climate policy instruments.

As a follow-up on the Kyoto Protocol, the Commission launched its
proposal for an EU emissions trading scheme in October Efbean
Commission 2001a). This was, however, only aboutiriernal trading

— the issue of linking to the project mechanisms was kept otiteof
proposal. Instead, the Commission said it would table a separaiad.ink
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proposal later on (European Commission 2001b). The reason for leaving
out the linking issue was said to be that the Marrakech Accspediing

out rules for the functioning of the flexible mechanisms, had/@pbeen
finalized. It was argued that these rules ‘should not be preglidg
(Lefevere 2006: 122). However, as one analyst put it, ‘the offieiaion

of why one needed a separate directive, everybody knew was(a.li

The reality was that the linking issue was very controgbstuff. It had

the potential to blow up the whole ET directive’ (InterviewBrussels,
11-16 April 2007). In other words, including the linking issue in the ET
text had the potential to jeopardize the whole ET directive.

That is not to say that the ET directive did not contairagereferences

to the possibilities of linking. With both industry and a number of
Member States now actually advocating a link to the projechamgems,

the ET directive ended up with two amended paragraphs on the
advantages of linking and the importance of the CDM and JI meclanism
(Lefevere 2005: 127). On the other hand, the Parliament succeeded in
adding a sentence in the ET directive stating that ‘theotiske mech-
anisms shall beupplementato domestic action’ (lbid.: 128, my italics),
indicating a continuing parliamentary restrictiveness towaregthject
mechanisms. The differences of opinion on flexibility and linkiveye

thus clear already during the making of the ET directive.

When the ET directive was agreed upon in March 2003, the Commission
reaffirmed its intention to propose a Linking directive (SEHID3)785
2003). Some suggested ‘early in 2003’ (ECCP Working Group 2002: 2),
others pinpointed April as the specific kick-off date fbe tLinking
directive proposal (Point Carbon 2003c).

3.2 Second Phase: The Commission Disagreement

However, the linking proposal would be delayed, due to interrsal di
agreement in between the DG Environment and other Commission DGs
(Environmental Finance 2003; Lefevere 2005). Especially, thee wa
heavy friction between the DG Environment and the DG Enterpris
(Interviews in Brussels and Oslo, April and May 2007). Both ¢kad of
gualitative and quantitative provisions were sources of conflict.

The conflict became perhaps most apparent in June 2003, when an unfin
ished draft of the Linking proposal was leaked, causing stadtioaa.
This draft

suggested a cap at 6 percent of the total amount of allowances
allocated by the Member State,

excluded sinks,

excluded ‘hydroelectric power production incompatible with the
criteria and guidelines of the World Commission on Ddins’

excluded nuclear projects, and stated that ‘the commitmentd...]
refrain from using [credits] generated from nuclear faesittan be
considered as open-ended’,

allowed for CDM credits no earlier than 200§see Environment-
al Finance 2003; Michaelowa 2004: 13; Lefevere 2006: 134-141).
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In sum, the draft was ‘filled with all kinds of restratis’ (Interviews in
Brussels, 11-16 April 2007), and it stirred up a storm, both in industry,
among most Member States, and within the Commission (lbid.). Weeks
went by without the different departments of the Commission beirgg abl
to agree on a proposal text (Environmental Finance 2003). And the
disagreement went all the way to the top level, with Enviemm
Commissioner Margot Wallstrom and Commissioner for Enterprise,
Erkki Liikanen, ‘basically shouting at each other’ (Interviaw8russels,
11-16 April 2007). Liikanen wanted more flexibility, as did industry and
a number of Member States and other stakeholders (lbid.).

In the end, the Environment division backed down on quite a few of their
restrictions, as we shall see in the official proposal.

3.3 Third Phase: The Official Proposal

On 23 July 2003, then, the Commission finally issued its Linking
Directive proposal (European Commission 2003). This time,

the proposal suggested that a review of the imports of BWCD
credits should take place once it reached 6 percent of the tot
guantity of the Member States’ allowances. The Commission could
set final cap at ‘for example 8 %’ (the 6 and 8 percent limiald
correspond respectfully to a quarter and the third of the EU's
Kyoto mitigation effort?);

it excluded sinks till after the first Kyoto period in 2012. However
this provision would be open for review when the Kyoto Protocol
rules on this issue would be settled at the CoP-9 in December
2003;

hydro power was recognized as a legitimate source for projects, but
one should avoid projects entailing ‘negative environmental and
social impacts, in particular from large hydro-electric power
production as identified by the World Commission on Dams’;

it excluded nuclear projects, and stated that ‘the commitment [...]
to refrain from using [credits] generated from nuclear itsedl has
been fixed until 2012 and provides an indicatior the
continuation for subsequent periods’;

CDM credits would still not be acceptable before 2008. The
Directive was also dependent on the Kyoto Protocol coming into
force (lbid.: 7-11).

As we can see, changes had been made since the leaked draftefFor
the proposed cap had gone from 6 to, in practice, 8 percent. Moreove
the provisions on hydro- and nuclear projects had become somewvéhat les
restrictive (or at least less clear) than in the lealadion. From initially
excluding anything not in accordance with the World Commission on
Dams, the proposal now only referred to the World Commissiowlidut

not demand strict compliance. Also the nuclear ban had been slightly
changed, from being considered as ‘open-ended’ to provididgation

for the continuation’ (my italics) — a nuance in words which could
possibly give more room for reversing the nuclear ban. All intlad,
process towards a more flexible directive had already started.
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3.4 Fourth Phase: The Russian Reactions

At the launch of the Linking proposal, Environment Commissioner
Margot Wallstrom commented that she thought the proposal would be
beneficial to ‘other countries, for example Russia’ (Environniéeis
Service 2003). The specific address to Russia was far from raidiam.

the US pullout from the Kyoto Protocol in 2001, Russia was left, not only
with its potential economic gains from emissions trading fplyn
reduced (since the US was thought to be among the major buyers of
emission quotas), but also with the casting vote in determininghetet

and how — the Protocol would be implemented. EU continuously tried to
convince Russia to ratify (Ibid., Reuters/Planetark 2003), amtedfso
reflected in the Linking Directive. Russia was the only country mentioned
specifically in the proposal — several times — and alwayslation to the
benefits of JI (European Commission 2003: 2-4).

The EU effort to get the Russians to ratify the Kyoto Rmtaontinued
throughout the fall of 2003. From 29 September to 3 October the World
Climate Change Conference was held in Moscow. At this conferamc

EU delegation consisting of the then-Presidency (the Italistms)future
Presidency (the Irish) and the Commission attended and tried ‘to
convince the Russian Government to ratify’ (Europe Environment 2003).
However, the effort to influence could go both ways. Holding the deter
mining vote on the Kyoto Protocol, the Russians clearly had théjoss

ity to demand something in return — for instance a flexible buki
Directive. This would increase Russian economic gains fromegroj
credits. There are some data suggesting that the Russigostdius: At

a roundtable discussion on air quality and climate change ineRom
March 2004, the Russians voiced their concern that the EU would cap the
number of credits allowed into the EU ETS (International Emwent
Reporter 2003). They equally made it clear that without an exgande
market for emission credits, Russia would not ratify tretdeol: ‘I can-

not see this agreement being ratified until the context clsgngarned
Sergei Roginko, a member of Russia’s Climate Change Coiomiasd

the chairman of Russia’s committee on JI (International Envirobme
Reporter 2004). By the wording of things, it could seem like thevabl
being pressured on the design and the flexibility of the EU ihink
Directive.

However, there is also data denying such pressure. According tkeyoth
negotiators and neutral bystanders of the process, Russianst didve

an influence on the Linking Directive. All informants are adiual
unanimous in this rejection (Interviews in Brussels and Oslo,| Apd

May 2007). ‘For the Russians, it was all about the World Trader®rg
zation’, elaborates one of them (Interviews in Brussels16L1April
2007). Moscow was demanding EU support for Russian membership in
the WTO (ENDS Europe Daily 2004b). In return, the Europeans would
get their much wanted ratification of the Kyoto Protocol dlpi
Environment commissioner Wallstrom constantly dismissed that any such
‘package’ was on the table, but still, speculations on a WTGrKiyrade-

off were numerous (lbid.). EU delegates talked to the Russians
‘repeatedly’ on this issue, both during the ETS- and the linkirective
process (Interviews in Oslo, 17 April 2007). Even neutral bystanders
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informants who would have little to lose from admitting that theskns
‘got their way’, seem to argue that the WTO ordeal simplyshatowed
any other potential trade-offs which could have been made.

3.5 Fifth Phase: The EU Reactions

More battle of influence would take place internally in the. Hbe
Linking proposal was met with engaged responses, both from the industry
and from environmental organizatiofisThere was also a wide spectrum

of views among the Member States and within the Europearamarit.

The stage was thus set for an intense ‘tug-of-war in the &J'one
observer commented (Point Carbon 2003Db).

However, in spite of all the disagreement and the ‘tug-of-wasbd
towards the linking issues, it is an important backcloth thatparties
were in quite a hurry to get the directive approved. The EU wWas$
scheduled to start in January 2005, and if the Linking Directivetovée
adopted and translated into law before this, it would have to tbedse
early in 2004. True, there was no absoh#edfor the Linking Directive

to be ready at the same time as the ETS, as it would havefllbe
possible to amend the Linking Directive after the ETS had lpeand
running for a while. However, to most people involved there was a
‘politically felt deadline’, meaning that both the Linking artetETS
‘should be ready set at the same time’ (Interviews in Oslo, 171 Apri
2007). This sense of hurry would put a significant pressurédh@rnup-
coming decision-making process.

The Member States’ Reactions

Thus, the Member States took up the glove right after the summe
vacations in 2003, and started consultations on the proposal in the so-
called Working Party on the Environm&ntwhere most of the Member
State work on the directive was conducted. In this Working Party
Member State delegates gathered for discussions onitlend. issue
close to every second week, from the first meeting on 29 July 2003
onwards till early April 2004 (as is seen from the Council docuspent

No wonder, as the delegates seemed to have plenty to talk about.

There were ‘major concerns’ about several aspects of oharission’s
proposal. The main dispute centred on the issues of timing, thendap
the qualitative restrictions. A majority wanted a linkabéished from
2005 instead of 2008 (Council of the European Union 2003f, 2003e;
Point Carbon 2003a). Similarly, a majority were against any daamw

limit whatsoever (lbid.). Only Germany and the Netherlands argue
favour of the Commission’s proposal on this issue, while the b a
later Austria wanted the cap set at installation-leveheratthan at
Member State-level (see, for instance Council of the Europkaon
2004b, 2003c).

As for the qualitative provisions, the delegates were moreelglos
divided. On the nuclear issue, France pushed ‘extremely hard’lésisa
restrictive provision, proposing that such projects should be adiétt
least after 2012’ (Interviews in Oslo, 28 March 2007). And though the
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Council documents give the impression that France was aidefteon

this, in reality the Member States were quite divided on thesisUnder

the table, the French got Britain and Finland on their side, and the
probably also joined forces with some of the soon-to-be MemlagesSt
such as Lithuania and PolafiInterviews in Brussels and Oslo, March
and April 2007). Moreover, the Germans had only just decided to phase
out their nuclear facilities, leaving this still a senstigsue in Germany.

All in all, then, the nuclear issue was more delicate to thenbkr States
than what might have come out in public.

There were opposing coalitions also on the other qualitative provisions
Several states, particularly the southern ones, questioned the [imposa
ban on sink credits (Council of the European Union 2003e, 2003f). On
the hydro provision, two separate coalitions formed; again Germany and
the Netherlands stood together, and were eventually backed ldeswe
demanding stricter wording and an explicit demand of compliance with
the World Commission on Dams (Council of the European Union 2004a);
on the other side, the French, the Spanish and the Portuguese opposed the
German group (Council of the European Union 2003d). The latter group
was eventually backed by Italy, Greece, Austria and Finl@odir{cil of

the European Union 2003a, 2003c).

The Environment Council had its first minister meeting on the ihgk
Directive right before Christmas, on 22 December. The positivere to
some extent the same that had been reflected in the Workitg Par
meetings. A majority still supported an early link and wasrasgahe
proposed cap, and the qualitative provisions still caused sigrifican
division (Council of the European Union 2003b). However, there were
couple of important additions. The Council now concluded that the
guantitative and qualitative restrictions should be put ‘incibrapetence

of the Member States’ (Michaelowa 2004: 13). In addition, the ftajor
of Member States also suggested that the reference tottiiénto force

of the Kyoto Protocol should be deleted, thus proposing that thadinki
directive should be independent of Russia and of the fate of thecBr
(Ibid.). This would give more stability to European industnd & would

also give an important international signal that the EU {masving
ahead’ (Ibid.).

The Parliament’s Reactions

In Parliament, the Linking proposal was handled by the Environment
Committee. Alexander De Roo, a Dutch MEP from the Greens, was
selected as the main rapporteur on the Commission’s proposal.
Although the dominant group of MEPs was from the centre-right,
choosing a ‘green rapporteur’ certainly added to the likelinesa of
Parliament positioning itseligainsta flexible directive. The Parliament
had already maintained throughout the ET negotiations that anyolink
the CDM and the JI would be acceptable only after 2008 (ENIDSpE
Daily 2003). It was also known that the rapporteur thought the Linking
Directive ought to be a tool to entice further ratificationtlod Kyoto
Protocol, and thus that the directive should be dependent upon the
Protocol coming into place (Interviews in Brussels, 11-16 ARBID7).
Also on the qualitative provisions, the Parliament was expected to
demand strictness: During the ETS process, it had wantbdndoth
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sinks and nuclear credits even if they were to be allowedruhd Kyoto
regime post-2012 (Lefevere 2003).

During the first months of the fall 2003, however, the Parliamennalid
really take any stiff-necked position, nor did it loudly voicgy aoncern.
Instead, De Roo seemed to retreat to consultations and delibekfgion.
had a lot of meetings with lobbyists, both from the industry, the
environmentalists and the research community (Interviews insBlisys
11-16 April 2007). He attended the CoP-9 in Milan in December 2003, at
which he had more meetings with lobbyists, among others with the
International Emissions Trading Association (IETA), who wanted to
change the rapporteur’s mind on the directive’s dependency on tte Ky
Protocol (lbid.). In other words, while the Member States werengic
their positions in the Working Party Group and at the ministeetings

of the Council, the rapporteur was ‘doing research’, seekifigdovhat
would be the best Parliamentary position towards the Commission’s
proposal.

The Environment Committee’s first formal response to the hopki
proposal came when the rapporteur issued his draft report on 27 January
2004" (Committee on the Environment 2004). In this draft report, the
rapporteur had changed his mind on the Kyoto dependency, and was now
agreeing with the Council that the directive should be indepeiod¢né
Protocol. This would give industry a ‘good start’ with emissioading,

and it would prevent the EU from being ‘dependent on Russiaidenes
Putin’ (Ibid.: 6). Likewise on the issue of timing, he changed higipons

and was now agreeing with the Council that an early link wasatiés

These were, however, tough concessions to make for a Green politicia
‘I've given them a lot — I'm already going quite far’, theoparteur said

after the report had been published (ENDS Europe Daily 2004a).

To balance these concessions, however, the rapporteur was more
demanding on the qualitative provisions. The Council position to let the
governments decide for themselves was unacceptable tooDewho
wanted strict rules: Hydro projects should be smaller thaM\20and in
compliance with the World Commission on Dams in order to be approved
as credits in the ETS, he demanded (Committee on the Environment
2004: 9). On the quantitative provision, he had been forced to loosen up a
bit as compared to the Commission’s proposal, since there had been
fractions in the Parliament wanting ‘no cap at all’ (InterviemwBrussels,
11-16 April 2007). A middle way had to be found. Thus, De Roo
proposed that ‘a maximum of 50 perceaf’ the total reduction effort
could be made externally (as opposed to the Commission’s qaadex

third of the Kyoto effort — confer section 3.3). This was a g
approach — more flexible than the Commission’s, but still stribser the
‘worst case scenario’, which was no cap at all.

Thus far, then, there seemed to be agreement between the Council and the
Parliament on two issues: the deletion of the Kyoto referesmoe the

timing of the link. On the qualitative and quantitative provisidhere

was still much ground to be covered. However, as we shall seeggsog

was being made in a parallel track, where informal meetingee
smoothing up the negotiations.
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3.6 Sixth Phase: The Informal Compromise

Already before Christmas, rapporteur De Roo took an informtiétine
which would significantly speed up the process. Having nosmehd on
what the Member States’ and other stakeholder’s positions, vkere
proposed a compromise deal with the Council: in order to gegae-a
ment, he said, the Parliament could be flexible on the cap, prothded
the qualitative provisions remained sufficiently robust (Lefe\Z086:
127). In other words, if a Council majority could back restrictives on
the issues of nuclear credits, sinks and hydro power creditgl aaldd
be brokered on moderating the cap. Clearly, De Roo had gathered that the
Parliament was ‘not likely to get its way with the cap,h&ochose to
focus on the qualitative provisions instead’ (Interviews in Oslo, 2&Mar
2007). Such a strategy would, as we shall see, yield results.

After the turn of the year, De Roo’s compromise deal wasudsed at

the Council's Working Party meetings (see, for instance Cowfhdthe
European Union 2004b). Moreover, there were several so-called trialogue
meetings during the spring, regularly from January till A@@d is shown

by the Council of the European Union 2004c, 2004d). In these informal
meetings, all three parties — the Parliament’s rapporteurCthencil
Presidency and the Commission — were attending. Draft compromises
went back and forth between the Presidency, the rapporteur, and the
Commission, along with questions as to whether such a formulation
‘would be ok’ and so forth (Interviews in Oslo, 3 May 2007). There was a
‘good atmosphere’ and there was a strong feeling that things could be
settled before the summer deadline, because ‘people were wollougt-
promise’, (Interviews in Brussels, 11-16 April 2007).

There was also another aspect adding to the progress and thergosd a
phere. Allegedly, the Commission’s relations with the Italieesiélency
had ‘not been very good’ (Interviews in Oslo, 3 May 2007). However,
with the Irish, who took over the Presidency at the turn ofydee, the
relations turned all the better: A ‘much better chemistrytena easier

for the Commission to communicate well with the negotiatinggsin

the final stages of the process and this helped ‘speed thpiglbid.). At

the same time, however, much was already settled at thes stadj there
was not much need for extra input from the Commissioners, besides the
smoothing up the final process (Interviews in Brussels, 11-16l Apri
2007). De Roo’s compromise deal had left few issues on the table, and on
the remaining issues, the alternatives were already aiicglin between

the Presidency and the Parliament.

On 16 March 2004, the Parliament’s Environment Committee gave their
final vote on the proposal (Committee on the Environment 2004). The
position was essentially a reflection of the earlier degfbrt: it proposed

to remove the reference to the entry into force of the KyottoPol, and

it proposed to link in 2005 instead of in 2008. This was all in Wit
Member States’ wishes. As previously, it argued for a totabbasredits

from sinks and nuclear projects, also post-2012. And in spite of De Roo’s
informal concessions, the report still argued for an overali at 50
percent. On one issue there was a slight change from ther edteft
report, however. Hydro credits would not only have to comply with the
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World Commission on Dams, they also had to come from projects
smaller thanl0 MW Earlier proposals on this issue had put 20 MW as
the maximum limit. Having ‘given a lot’ on the other issube, Parlia-
ment was now testing the leeway for getting a stricter igrdn the
hydro provision. Put differently; it was pushing the limits.

As it turned out, however, the Parliament would fail to detbfthe
‘robustness’ it had claimed for the qualitative restrictioBs 5 April
2004, the parties had their last trialogue meeting — and a(fhmaigh

still informal) agreement was reached (Interviews in Berlsssl1-16
April 2007, and Lefevere 2006: 127). The last-minute move from the
Parliament, proposing to lower the maximum limit of the hydeuts
from 20 to 10 MW, was not accepted by the Council’s Presidency, which
held on to the 20 MW limit (Council of the European Union 2004e). And
once again, in order to get the directive through, rapporteuRdaehad

to give in.

The same thing happened with the nuclear issue. All the way, the
Parliament had wanted the nuclear ban to last post-2012. As it turned out,
however, there was a considerable risk that the French hesl etlough

to block the whole proposal if the nuclear provision was too strtoe
composition of the Council was such that a minority would need 26 votes
and more than two states to block a prop&sas previously mentioned,

the French were possibly getting support from both UK and Finland,
which was holding ten and three votes respectfully. With Eranown

ten votes, the group was dangerously close to the blocking Nuoite-

over, the Germans, which had only just decided to phase out theianucle
facilities, was holding another ten votes, and was thus capabiaking

the opposition group more than big enough to block the whole proposal.
There was a strong feeling among the negotiators thatight be able

to get a tough nuclear stance through the Council, but we mightadils
(Interviews in Brussels, 11-16 April 2007). De Roo — facing al$¢arge
minority in the Parliament willing to accept nuclear credlbid.) — did

not want to risk it, and accepted the Presidency’s proposalthkat
nuclear ban should last only till 2012. This was better than nottieg
negotiators argued: ‘let's give them this, and then, after 20&2, see’
(Ibid.).

All in all, then, the Parliament lost a few battles in thalfzing stages.
On the upside, their will to compromise helped get a final aggaeon
the table before the election deadline. As one analyst comméntade

[De Roo] could have achieved more if he went on and arguddrfger.

But on balance, he settled for this in order to go ahead’ (lléi)ng in

on the details was simply the price to pay to get the dieegassed in
time.

3.7 Seventh Phase: The Final Directive

On 20 April the compromise package went before a plenary voteein th
Parliament. And instead of asking for a second reading, the Pamliam
voted in favour of the texthe final text contained the following features:
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It removed the stipulated, common cap. Limits would be ‘specified
by each Member State’, which also should ensure that the fprojec
mechanisms were ‘supplemental to domestic actfon’.

It excluded sinks, but their possible inclusion for the Kyoto
commitment period 2008-2012 would be reconsidered in 2006.

Hydro-power projects with a capacity over 20 MW would have to
comply with ‘relevant international criteria and guidelines,
including [...] the World Commission on Dams’.

Nuclear activities were excluded till 2012.

The Directive was no longer dependent on the Kyoto Protocol
coming into force, and CDM credits could be used already from
January 2005 (Directive 2004/101/EC).

As we can see, the compromise package left the directivpiite a
distance from what the Parliament had originally demanded. Instead of an
overall cap at 50 percent, the quantitative limit would beesktily each
Member State. The clear percentage limit had also beescespbby the
much more thorny and unclear concept of ‘supplementarity’. On the iss
of sinks, the door was still left half open for revisions fr@®08.
Similarly, the nuclear provision had been modified to pleaséthech:
whereas the initial proposal had excluded nuclear projectsinitdf,

the ban was now only secure until 2012. Only on the issue of hydro
projects was there a clearer and somewhat stricter pyovigiw than in

the initial proposal: the text now demanded that hydro projects comply
with the World Commission of Dams (as was also demanded in the
leaked draft). However, the Parliament had lost their 10 it land

had to settle for 20 MW. For most Member States, on the other hand,
there was good reason to be happy about the final agreement.eAs on
analyst commented: ‘the restrictions which ended up in the final
directive, were of a kind of shape and size that for moghihde States
would not be perceived as very restrictive’ (InterviewBinssels, 11-16
April 2007).

The Commission approved all of the Parliament’s amendments, and thus
a qualified majority in the Council was enough to approve thetulieec
(confer with the co-decision procedure, sketched out in section.2n?2)

13 September the Council took its vote on the final directive, atid wi
only France and Austria opposing it, the directive was add@edncil

of the European Union 2004f). Both France and Austria voted against due
to the nuclear provision — France because it thought the provision was
still too restrictive, and Austria because it thought the Freverle given

too many concessions (ENDS Europe Daily 2004d). ‘We made
significant concessions to the French in order to get them od’poae
negotiator commented (Interviews in Oslo, 3 May 2007). ‘And ironically,
in the end, they still voted against’ (Ibid.).

Not long after the April agreement on the Linking Directive, Russians
seemed to be budging on their position towards Kyoto ratification (ENDS
Europe Daily 2004c). However, once again the Russian movement was
related to the WTO, not the Linking Directive. It followed gwecessful
conclusion of bilateral WTO talks during an EU-Russia sumimit
Moscow in May. Officially, EU negotiators continued to deny tihatre

had been a diplomatic trade-off between the Kyoto Protocol and the
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WTO issue, but Putin himself acknowledged that the issues had
‘overlapped’ (lbid.). ‘The fact that the EU has met us halfwayhe
negotiations on the WTO could not but have helped Moscow’s positive
attitude to the question of ratifying the Kyoto Protocol,” hel gébid.).

On 30September 2004, then, the Russian cabinet approved the act to
ratify the Kyoto Protocol.

A month later, on 27 October 2004, the Linking Directive was fogmall
signed by both Parliament and Council. A first-reading agratinad
been reached — at remarkable speed and on, safe to say, coiatrovers
issues. There was little use hiding the pride amongst Ediadii ‘We

are implementing Kyoto before it comes into force,” sajgpcateur De

Roo (EU Energy 2004). Also outside observers were stunned by what had
been achieved: ‘The Linking proposal was potentially so dividiat we
thought it could go past a second reading and into conciliation,” one
analyst commented (Interviews in Brussels, 11-16 April 2007). ‘A firs
reading agreement was almost incredible and certainly tanap
considering all of the initial disagreement’ said anothed()bOn the 13
November 2004 the Directive was published in the official jouameal
became EU law.

3.8 Empirical Summary and Mapping

If we review the initial proposal and compare it with the Ifidisective,

we find that there are significant differences in betweenviloe Table 2
summarizes the changes in the dependent variable, along itsufive
dimensions.

Table 2 Assessment of the dependent variable — the charigehe
Linking Directive.

Commission proposal in Final directive adopted in Assessment of change in
July 2003 (third phase) October 2004 (seventh phase| the dependent variable

Review of credit import at 6f No common cap. Limits to be

The cap percent, final cap at ‘for set by each Member State. M ORE FLEXIBLE
example 8 %’'.
Sinks excluded until 2012, | Sinks excluded until 2008,
Sinks review at the CoP-9 in review for the 2008-2012 M ORE FLEXIBLE
December 2003. period.
Hydro projects would have |Hydro projects over 20MW
Hydro projects Fo tqke account of _ yvould haye to co_mply W!th | STRICTER
environmental and social |‘relevant international criteria
impacts’. and guidelines, including [...]
the World Commission on
Dams’.

Nuclear power excluded till | Nuclear power excluded till
2012 — with an ‘indication |2012, review and possible

for continuation’ after this. |change after the first Kyoto
period.

Nuclear projects M ORE FLEXIBLE

The Directive would be No longer dependent on the
dependent on the Kyoto Kyoto Protocol coming into M ORE FLEXIBLE
Protocol coming into force. |force.

No CDM credits could be |CDM credits could be used
used before 2008. from 2005.

Timing
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As we can see, the directive became more flexible alongoiguof five
sub-dimensions. Only with regard to the hydro provision was there a
clearer and stricter wording in the final directive as cawgbao the
initial proposal. All in all, then, we can safely say tha final Linking
Directive became more flexible as compared to the initieg¢ctive
proposal — it allowed for an easier and less regulated use of the
mechanisms.

In many respects, however, one could say that the process towards a more
flexible directive had begun already before the initial Ligkproposal

(in phase 1 and 2). The draft which was leaked in June 2003 anld whic
contained even ‘greener’ provisions than the official proposad, et

with heavy resistance, and was, in the end, revised to a somewleat
industry-friendly proposal. The process of change thus wentealivity

from June 2003 and throughout the months till the final directive was
approved in April 2004. When the above table nevertheless compares the
final directive with the official proposal in July (phase B3tead of with

the earlier draft (phase 1), this is done so that the compasisnade on

the basis of thefficial directive texts, rather than on unofficial drafts.
This is also in accordance with the way the dependent variadde
operationalized in section 2.1.1.

The apparent question upon these empirical findings is: whatccéhise
change? Was it the Member States, the Parliament, or pethaps
Commission? Or was it due to pressure from EU-externatsicithese
are the questions which will be scrutinized in the next chapher;
analysis. Prior to this, however, table 3 summarizes the changhe
independent variables throughout the Linking Directive procedse— t
Member State preferences, the Parliament- and Commission rngressu
and the external pressure from Russia. This table may seaeiseful
point of reference for the reader when we proceed to thgsimah the
next chapter.
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Table 3 Recap of the empirical record on the independent
variables.
Variable 1: Variable 2: Variable 3: Variable 4:
Member State Parliament Commission Pressure from
preferences influence influence Russia

First phase: the
background

Majority is sceptical
towards linking during
Kyoto negotiations. They
slowly become more
susceptible to linking
during ET directive
process.

Parliament is sceptical
towards linking during
Kyoto negotiations, and
remains somewhat
sceptical during ET
directive process. It want:
strict cap, and complete,
long-lasting ban on both
sinks and nuclear credits
Any link will only
acceptable after 2008.

Commission is scepticd
towards linking during
Kyoto negotiations.
Changes personnel in
the prelude to the ET

5 directive process, and
new staff favouring
economic instruments i
recruited.

Second phase: the
Commission
disagreement

Heavy resistance againg
leaked draft from the
Commission (June
2003). Draft is perceived
to be too restrictive.

The leakage reveals
significant internal
division in the
Commission. DG
Enterprise pushes
through more flexible
proposal.

Third phase: the
official proposal

Fourth phase: the
Russian
reactions, and

Fifth phase: the
EU reactions

Majority now wants link
from 2005 and is agains
any cap. Closer division
on the qualitative
provisions: French
alliance for nuclear
credits; southern states
want sinks accepted; tw
opposing coalitions on
hydro. Minister meeting
concludes that
restrictions should be lef
for the Member States t(
decide, and that directiv
should be independent g
Protocol and of Russia.

Throughout fall,

Commission launches

rapporteur does ‘research’ official proposal (July

on the best Parliamentary
position. Lobbyists try to
change rapporteur’s ming
on the directive’s
dependency on Russia
and the Protocol. Draft
report (Jan. 2004)
maintains that directive
should be independent of
the Protocol, and link

should take place in 2008.

50 % cap, and strict hydr
provision (20 MW and
compliance with WCD)

2003).

On World Climate
Change Conference in
Moscow (Sept./Oct.
2003), EU tries to
convince Russia to
ratify the Protocol. The
parties also talk
‘repeatedly’ about
Russian WTO
membership. Russians
voice concern over cap
on project credits
(March 2004), but
WTO matters are said
to have been ‘more
important’.

Sixth phase: the
informal
compromise

The Italians leave the
Presidency seat to the
Irish (Jan. 2004). De
Roo’s compromise
proposal is discussed in
trialogue meetings
throughout spring.

De Roo proposes a
compromise deal with theg
Council (Dec.2003):
flexible cap for restrictive
qualitative rules. Env.
Committee gives final
vote (March 2004): Tries
for the same as in draft,
but now, hydro must be
smaller than 10 MW.

Commission has ‘much
better relations’ with theg
new Presidency.
Commission attends in
trialogue meetings,
though much is already
settled.

Seventh phase:
the final directive

Final agreement is
reached in trialogue
meeting. The Council
votes in favour of the
final directive (Sept.
2004), only France and
Austria opposes it.

Parliament accepts final
compromise. Loses the
10MW-limit on hydro,
and also gives
concessions on nuclear
provision.

Commission accepts th
final agreement.

Putin promises to ratify
Kyoto Protocol after
successful talks on the
WTO (May 2004). In
Sept. 2004 Russia
ratifies.
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4  The Multi-level Analysis

Having mapped out the empirical record, we can now start to @anaiyz
findings, with an eye to reaching an answer to the second pdne of
research questiontdow can the change in the design of the Linking
Directive be explained?

The analysis will be conducted in two stages. First, eactheffour
hypotheses is examined separately, against the empiricatiahguee-
sented in the previous chapter. This gives a preliminary pictdr
whether the hypotheses seem to have been strengthened or not. Second,
the hypotheses and their inherent independent variables vahdlgsed
together,and possible interrelations between them will be considered.
The purpose of this is to assess whether the differentblesiavorked
together — that is, whether the actors and institutions invaivettie
process took part imfluential coalitionsto produce the directive change
(the term ‘influential coalitions’ will be further explaide Only on the
basis of such a ‘holistic’ analysis, can we reach morestatanclusions

as to how the Linking Directive case is best explained. Bsit fet us
deal with each of the hypotheses separately.

4.1 Separate Evaluation of the Hypotheses
4.1.1 The Member State Hypothesis

‘The restrictions which ended up in the final directive, were
of a kind of shape and size that for most Member States
would not be perceived as very restrictive’
(Interviews in Brussels, 11-16 April 2007)

Before getting down to the preliminary analysis of the Men&iates’
influence on the Linking Directive, a brief recap of the hypothasd its
inherent assumptions is in order. The Member State hypothasibaevn
out of intergovernmentalist theory. Its embedded assumptionstiaadre
state preferences are the most important when accountibgJf@olicy-
making; and that supranational institutions exert little influehgye
themselves — they merely serve the goals of national goeatsmnin the
case of the Linking Directive, then, it was assumed that then@tsion,
which formally initiated the directive proposal, and the Pardiat, which
was the co-decider on the directive, both acted in line with thaldde
States’ preferences throughout the process: they weretahedl ‘under
the control of the Member States’ (Maurer et al. 2005: 12).proposal
was assumed to have been in line with the Member Statesteeés,
and subsequently, a change in the directive was assumed tratera
change in the Member States’ preferences. The hypothesisetidisas
follows:

H1l: The Member State hypothesi$he Linking
Directive became more flexible because Member
States changed their preferences in the course of the
process.
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When operationalizing this hypothesis, two scenarios were skiettlie
either Member Stateshangedtheir positions during the process — and
were heard on this. This would, of course, strengthen the Mentdier S
hypothesis. The second scenario was that Member States lost gralind
had to give in to, for instance, the Parliament’s preferemcsei course

of the negotiations, which of course would weaken the intergovern-
mentalist hypothesis as such: Member State preferencesnetrine
main determinants in the making and shaping of the Linking Directive.

So, what has the empirical record told us about the Member 'States
influence on the directive? First of all, the empirical dsitawed that
during the first phase — the background leading up to the initial proposal —
a number of Member States were changing their stance, froral initi
scepticism during the Kyoto negotiations to slowly becoming more
susceptible to flexibility and the project mechanisms. Atalo@dh of the

ET directive in 2001, a number of Member States were actadirp-
cating a link to the project mechanisms (Lefevere 2005: 12i8.shme
preferences came to the surface in the second phase, whefh praira
posal from the Commission was leaked. The draft, restrictidegreen’

in its content, was met with heavy resistance from moshefMember
States, which demanded a softer, more flexible directive proposal
(Interviews in Brussels, 11-16 April 2007). In other words, already before
the launch of the official linking proposal, it was clear thattnhMsmber
States were demanding a flexible link to the project mechanisms.

When the official Commission proposal was tabled in July 2003, some
changes had, as we have seen, been made. However, the proposal was
still far from being an ‘easy match’ with the Member Stgieeferences.

As we remember, the Council had ‘major concerns’ about seagpatts

of the Commission’s proposal, both on the timing, the cap and the
gualitative provisions. The Commission proposal did, in other words, not
reflect the wishes of the majority of the Member States.

Throughout the process, however, the Member States would |atgely
ceed in changing and shaping the directive text to thémglikirst of all,
they got a long way with their demand on the cap. While theaRaetit's
rapporteur had suggested that the domestic action should congittute *
least half of the reduction [...] effort made’, the Council had defed
that the cap should be left the competence of each Member Biate
latter alternative survived in the final wording of the dinee text, which
simply added that the effort should be ‘supplemental to domesiim'ac
Perhaps not the strongest Council achievement, considering hihat t
Parliament’s rapporteur had admitted in the compromise dealhthat
could be flexible on the cap, but still, it shows that Member State
preferences prevailed in the final directive.

Moreover, the Council was the first to demand an early link and a
removal of the dependence on the Kyoto Protocol — both changes which
made it to the final directive. True, these were not issoeshich the
Parliament had very stiff-necked positions — the ParlidmeEnviron-
ment Committee actually supported these amendments in its ogpie
directive. However, for the Parliament, these wawrcessionsnade to
the Council. As we remember, the rapporteur admitted afterefhart
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had been published that he had ‘given them a lot’, and that he was
‘already going quite far’ (ENDS Europe Daily 2004a). Once aghim, t
Member States had gotten their way.

Also on the qualitative issues the Member States were ssfateThe
majority of the Member States (along with the Parliamenvely, was
against sinks altogether, and they were heard on this. The czamiee
deducted from the empirical record on the nuclear issue. Frnaawcaged
(under the table) to team up a significant coalition demandioge m
flexible wording on the nuclear provision. They pushed ‘extremely hard
and this, together with the uncertainty regarding the coalitiexést size
(and voting weight), certainly yielded results. As we havense¢he
French got Britain and Finland on its side, counting 23 votes altagethe
With 26 votes (and more than two states) as the minimum to lalock
proposal, and with the somewhat uncertain Germans holding another ten
votes, there was a very real possibility that the group cauliidpbenough

to block the whole proposal if it was too strict on the nudkesare. There
was a feeling in the Parliament thainight be able to get a tough nuclear
stance through the Council, but it might also fail (Intergemw Brussels,
11-16 April 2007). The Parliament did not want to risk it, and thezefor
accepted that the nuclear ban should last only till 2012. Haisge did
not stem from anywhere but the persistence of the Frenchiaoad fact
adding to the impression that Member State preferences were intportan

As for the hydro provision, however, the empirical record has shioatn t

the Member State community was more divided. Two coalitiomadd:

on one side a group led by Germany, counting 19 votes altogether, were
demanding stricter wording and an explicit demand of compliance with
the World Commission on Dams (Council of the European Union 2004a);
on the other side, a group led by the French (altogether 23 votes) opposed
the German proposal. Despite the fact that the latter groupuellgnvas
backed by four more countries, and thus clearly outhumbered its
opponents, the final directive ended up with exactly what the German
group had wanted: a stricter hydro provision. This chaca@ot be
ascribed simply to Member State preferences, as the maijotiiye end

was against it. Instead, it must be ascribed to the condmnat two
things: (i) the persistence of the Parliament on this issuevifich we

will return when dealing with the next hypothesis), and (ii) tu that

the German coalition had already given in to the French on the nuclear
issue, and that they now ‘deserved’ a little something inrmetBut
simply, the French was met on their nuclear demands, the Germans wa
met on their hydro demands. However, whereas the nuclear change can
be ascribed to a Member State coalition and to this coalitiby) the

hydro change also stems from Parliament pressure. Consequently, the
hydro change does not give the same support for the Member State
approach.

Preliminary conclusion on the Member State hypothesis

All'in all, however, it must be said that the empiricalomel has provided
considerable support for the Member State perspective. Onsa#sis
except the hydro provision (anpossibly the nuclear provision, the
coalitions’ size being unclear on this issue), the Council ritgr
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preferences prevailed in the final directive text. The Mengitate ap-
proach is thus fruitful to explaining the changes in the diredtxt, as it
accounts fomuchof what happened in the process.

However, we have seen that the Member State hypothssis was
formulated in this study, as well as its underlying assumptioesnat
entirely accurate when describing the Linking Directiveocpss.
Intergovernmentalist theory, as we remember, assumes thahatpnal
institutions — in this case the Commission and the Parliameperate
either neutrally or in line with the Member States’ prefeesncThe
Commission was expected to launch a proposal which Membeis State
could support, and the Parliament to act in line with the MembégsSta
preferences. This is, however, not what happened in the Linking
Directive process. The Commission and the Parliament were by no means
under the control of the Member States. True, the Commissiahttrie
accommodat¢he Member States’ preferences when rewriting the leaked
draft proposal into a less restrictive text in June 2003 — busffiwal
proposal was still far from being a good match with MembereStat
preferences. On the issue of the cap and the timing, for instance, the
Commission’s proposal was not in line with what the MembereStat
wanted, and their objections were heard immediately afteprthgosal

was launched. A similar objection can be made with regargetodie of

the Parliament. The Parliament took a much more scepticaligmosit
towards linking than did the Council, and it issued a long list of
independent amendments (which we will come back to when dealing
with the next hypothesis). This puts a noticeable question medkto

the intergovernmentalist assumptions on the role of supranational
institutions.

4.1.2 The Parliament hypothesis

‘Once there was a race to meet the deadline, the
Parliament’s compromises were not far away’
(Interviews in Oslo, 28 March 2007)

Let us take a brief recap of the Parliament hypothesishypethesis
originated in institutionalist and multi-level governance thebioth of
which uphold the slogan thatstitutions matter.lt was stated as the
approach’s core assumptions that institutions, in contrary hat whe
intergovernmentalists believe, have their own interests thail own
agenda. They can exert influence that exceeds their formadlateg
particularly when the degree of issue complexity is higbplied to the
case of the Linking Directive, it was expected that thdidraent, both
by virtue of being a co-legislator under the procedure, and by laging
important EU institution, took part in the process and influencethen
design of the directive. Given that the centre-right group wakd lead
position at the time, it was further assumed that the Paatiam
contributed to changing the directive in a flexible direction:

H2: The Parliament hypothesis:The Linking
Directive became more flexible due to influence from
the Parliament.
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The Parliament providinghdependeniand outcome-alteringinput was
required for the Parliament hypothesis to be strengthened.

The empirical record has shown that the Parliament no doubt provided
independent contributions in the course of the process. And it certainly
had its own interests and agenda. The Parliament’s Environment Com
mittee proposed 18 separate amendments in its final report oirebe d
tive (Committee on the Environment 200Bpwever, the Parliament did

not contribute to changing the directive in a more flexibleeation.
Rather, it was pushing in the opposite direction. During thé &insl
second phase of the process, before the official proposal washid,

the Parliament made it clear that it wanted strict rulediniing. This
position was further pursued after the proposal was launched, ttwaen
Parliament’s rapporteur post was given to the Green MEP, AdiexeDe

Roo. Along with the Parliament’'s Environment Committee, he pursued a
number of possible restrictions in the Linking Directive tébttis fact
alone is enough to reject the Parliament hypothesis as it wasl&ted

in this study.

With a nod to the scholars who have depicted the Parliameriteas t
‘greenest’ among the EU institutions, perhaps we should have egsum
an opposite direction on the Parliament’s influence? Did theaRemht
provide independent and outcome-altering input which left the dieecti
morerestrictive? To some extent: yes. The Parliament certainly provided
input which aimed to keep the directive a restrictive one,itadidl get
acceptance for sond its demands. Its opposition against sinks was re-
flected in the final directive, as was its work for a séiavording on the
hydro provision. It should be added, though, that both of these achieve-
ments to a certain extent also were due to support in the CoAnci
majority of the Member States was against sinks, and a ryirgymoup
supported a stricter hydro provision. This implies that the Paalia
cannot alone take the credit for these achievements (wkrshah to

this issue in the second part of the analysis; the evatuatf the
hypotheses put together).

The empirical record gives, however, more indications of a loosing
Parliament than of a winning one. De Roo, which initially had vehtite
directive to be dependent upon the Kyoto Protocol coming into force,
changed his mind and issued a draft report suggesting an iekrgnd
independence from the Protocol. These were both concessions anade t
the Member States — and the rapporteur thought of them as ‘giving them a
lot'. Likewise, the Parliament did not get its way on theiéssf the cap.

The suggestion of a common, quantitative limit of 50 percent did not
make it to the final directive text — perhaps not surprisiag the
rapporteur had admitted he could be ‘flexible on the cap’ in his irflorm
compromise suggestion. Also on the nuclear provision, the Parliament
would have to accept certain changes. All the way, the Paritahasl
wanted the nuclear ban to last post-2012. As we have seen, however,
there was a considerable risk that the French coalition wgasnoiugh to
block the whole directive if the nuclear provision was tootstbe Roo

did not want to risk it, and therefore accepted the Presidepoyposal

that the nuclear ban should last only till 2012. All in all, then, the
Parliament gave in on a number of issues.
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Why was the Parliament so eager to compromise? There wermlse
reasons: in May 2004 the Parliament would dissolve for electiods
summer hiatus. If an agreement was not reached before thigyoomhe
have to wait until late 2004 or perhaps even till 2005 before aryefurt
progress could be made. Moreover, there was the risk thedperteur
might not be re-elected to the next Parliament. And even ifduddwbe
re-elected, he might no longer be the rapporteur on the Linkingtivize
Thus, there were also personal issues at stake, issues suahtiag to
finish the job, and wanting to ‘leave your legacy’ (Interview8russels,
11-16 April 2007). However, the need to move forward was also due to
‘bigger things’ (Ibid.). There was the time pressure setth®y ETS
starting date, and in additipthere was the issue of the soon-to-come EU
enlargement. Waiting till after the ten accession countridgdiaed the
Community would mean at least a year's delay, both due to
administrative friction, and due to possible political frictiOie didn’t
really know how the new Member States would play this issug¢.We.
expected that maybe they would see it at as a burden [...]. #it {ea
didn't think the enlargement would be helpful to the process’, one
negotiator explained (lbid.). All in all, then, there were a numifer
factors putting pressure on the Parliament and increasingilltsow
compromise. It seems the number one priority was to get the Linking
Directive passed in time — and any questions pertaining to strectige-
ness and design of the directive was secondary. As one bystander
commented, ‘once there was a race to meet the deadlinegrtlasrient’s
compromises were not far away’ (Interviews in Oslo, 28 March 2007).

But why, then, was the Parliament so much more permissive tean th
Council? Why was it not the other way around — the Parliameninigold
on to a hard-line position and the Council instead giving concessions?
Part of the answer probably lies in the fact that the Parliament wealtl

an absolute majorityto change the Council’s position should the process
go on to a second reading, as opposed somple majorityin the first
round (again, confer the co-decision procedure sketched out innsect
2.1.2). This certainly gives the Parliament an incentive tadryeach
agreement in the first reading. In addition, the seemingly unéxamgh

of the Council and the Parliament resonates well with the Iuator
division of power between the two institutions — the Council haaysw
been a ‘very strong (...) upper house’ (Rodden 2002: 154). The co-
decision procedure, which has been said to increase the legislativies powe
of the Parliament (Crombez et al. 2000; Tsebelis and Garret),2600D
relatively new procedure, and it only became standard for envénatain
issues as of 2001 (see the European Commission 2007b). As one
bystander pointed out, ‘the Parliament did not yet have much experie
with the co-decision procedure’ (Interviews in Oslo, 28 March 2007).
Thus, there was still a bit of ‘trial and error’ going on, &mel Parliament
was, to a certain extent, ‘willing to make compromises jsskoag as
they were ‘part of the game” (Ibid.). This paints an interggfpicture

with regards to the role and the self-perception of the Panlianse
picture which merits further studies.
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Preliminary conclusion on the Parliament hypothesis

To sum up, then, the empirical record has weakened the Parliame
hypothesis, as it has been formulated in this study. This rdlatdse
assumeddirection of the Parliament’s influence, as it turned out it
worked for a more restrictive directive, rather than a miendbie one.

As for thedegreeof the Parliament’s influence, on the other hand, the
Parliament only partially managed to curb the directive cha@gethe
issues of sinks and hydro credits it managed to push throsighitial
demands. On a possibly modifying note, however, it should be kept in
mind that the Parliament already enjoyed a certain suppam the
Council on these issues.

All in all, then, we can preliminary conclude that the Pariatrwasnot
a force for a more flexible directive, and that it only Bathesuccess in
producing a more restrictive directive.

4.1.3 The Commission Hypothesis

‘The Commission is just as much a political animal
as the Parliament and the Council’
(Interviews in Brussels, 11-16 April 2007)

The Commission hypothesis was derived from the same theoretical
assumptions as the Parliament hypothesis. It was assumed that the
Commission, though a politically neutral institution on paper, had its own
agenda and its own interests in the Linking Directive procéssas
assumed that either, the Commission contributed to a more flexible
directive due to certain DGs winning the internal power strgggiehe
Commission, or that the DG Environment realized that it would have
better chances for a smooth legislative process with a fiexible and
industry-friendly directive. Both possibilities were embedded hia t
hypothesis:

H3: The Commission hypothesisThe Linking
Directive became more flexible due to influence from
the Commission.

As with the Parliament, the Commission would need to have provided
independentand outcome-altering input for the hypothesis to be
strengthened. So, what has the empirical record told us aleotléhof

the Commission?

The record has shown that the Commission slowly had been growing
more susceptible to the flexible mechanisms since they weledied as

part of the Kyoto Protocol. A change in personnel around 1998, kdth t
entry of Jos Delbeke and other new staff favouring economicypoli
instruments, helped facilitate this development. Still, the gmti@n on
emissions trading and the project mechanisms was far froraromih

the Commission — just as it was far from uniform in the rest of the EU. As
we remember, the official reason for leaving the linkingiéssut of the

ET Directive was that the Marrakech Accords had not yeat fiealized.
However, as one analyst put it, the Linking Directive ‘hadpibtential to
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blow up the whole ET directive’ (Interviews in Brussels, 11-16 |Apri
2007). In order to at least get the EU emissions trading up and running,
then, the Commission strategically decided to discuss the lidsog in

the context of a separate directive proposal.

However, when it was time to draft the separate linking propdisal
difficulties and disagreement eventually came to the surtaggecially,
there was heavy friction between the DG Environment and the DG
Enterprise, a conflict which escalated further when the iquesly
mentioned draft was leaked. Informants have testified that #fe wias

the work of a ‘rather green’ branch of the Commission, a brancbhwhi
was continuously ‘fighting the project mechanisms’ (lbid.). Appédyent
the change of Commission personnel had not entirely removed the dif
ences of opinion towards climate policy, as one informant els®ora
‘There were still people in the DG Environment who hatedpttogect
mechanisms, just like they had hated them during the Kyotoiaggos.
They had just started to accept the concept of emissions trédinthis
was still considered to bedomestictool. Linking to the project mech-
anisms was something else entirely’ (Ibid.). As we remember]eak
stirred up a storm, all the way to the top level. One bystactiBmacter-
ized the process as a ‘cat-and-dog fight' within the Comonssi
(Interviews in Oslo, 28 March 2007). In the end, the Environment
division had to back down on quite a few of their restrictions. Tines,
leak — probably done by ‘a commissioner wanting a less s&gitne,
somebody who wanted there to be reactions on the draft’ — certathly ha
its intended effect (Ibid.). All in all, then, the DG Enterprise’sratp had

an outcome-altering influence, and the process towards a moreldlexi
directive started alreadyeforethe launch of the official proposal. This
gives considerable support to the Commission hypothesis in #te fir
stages of the process. As one lobbyist put it, ‘The Commissijust as
much a political animal as the Parliament and the Councikriigws in
Brussels, 11-16 April 2007).

Did the Commission (and its subdivisions) have an influence on the
process also later on in the process? It certainly had the oppgramit
was present at all the trialogue meetings which took placeglthe
spring. In these meetings, the Commission no doubt helped facititate t
negotiations. It provided expertise and input to the other partiese a
which was further facilitated, as noted earlier, by the Commissioach
better relations with the lIrish Presidency as compared toltdfian,
which had ‘not been very good’ (Interviews in Oslo, 3 May 20Bi7his
new and better relationship, however, did the Commission actumste c
up with outcome-alteringcontributions? Did it mark and shape the
process as it had done in the initial stages? The empiricaidreives
little indication of this. Rather, it shows that De Roo’s comprendieal
had left few issues on the table, and that on the remainiongsisthe
alternatives were already circulating in between the Cbiresidency
and the Parliament. In other words, much was already settled fihah
trialogue meetings, and there was not much need for extra inputHsom
Commissioners (Interviews in Brussels, 11-16 April 2007).

Another fact adding to the impression that the Commission did not have
much of an influence during the last stages of the procdisatisnce the
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first reading agreement was reached, the Commission adcapte the
entailed amendments without voicing any independent concerns. As we
remember from section 2.1.2, the Commission could have cmogen
accept all of the Parliament’s amendments, in which casé€dumcil
would have needednanimityto approve the amendments in question
(European Commission 2007a). True, the Commission took part in the
final negotiations, but due to the trade-off deal suggested byoDeaRd

due to the time pressure and the strong will to compromise arheng t
parties, there was really not all that much the Commissiedatkto do.

This provides less support for the Commission hypothesis, which
suggested that the Commission not only was an important indepiende
player in the initial stages, but also later on in the process.

Preliminary conclusion on the Commission hypothesis

All'in all, then, we can preliminary conclude tistmesupport has been
yielded for the Commission hypothesis. The Commission did not play a
cardinal role in the final stages of the process, but thgirecal record

has shown that it was an important actor earlier on. In the shapthg
linking proposal, the DG Enterprise succeeded in changing actigstr
and ‘green’ draft into a somewhat more industry-friendly proposa, a
was thus part of the forces changing the directive in a flexibbetn.

4.1.4 The External Context Hypothesis

‘For the Russians, it was all about
the World Trade Organization’
(Interviews in Brussels, 11-16 April 2007)

The external context hypothesis was born out of Oberthir and Gehring’s
(2006) model of regime interaction. As a brief reminder, thizdel
consists of three separate stages: In the first stagesotitee regime
(with its rules, norms and decisions) affects the prefereacelsthe
behaviour of a relevant actor within its own domain. In the secogd,sta
this leads to a change in the preferences and behaviour oft@n ac
relevant to the target regime. In the third and final stags, ith turn,
produces a change within the target regime (and its rulemsnand
decisions) — a regime interaction has taken place.

This report has suggested that the regime interaction nmiggit be
relevant to what happened in the Linking Directive process. More
precisely, it has assumed that the Kyoto Protocol — the miestarg
international framework for the Linking Directive — might have
functioned as a source regime, and the Linking Directive asatiget
regime. The supposition was as follows: in the first stagerulles and
decisions of the Kyoto Protocol were likely to affect the beha of
Russia, as the Protocol was providing the possibility of fogmit
economic gains from emissions- and credit trading. In the secagd, st
Russia was expected to pressure the EU into designing the Linking
Directive as flexible as possible, as this would furtimerease Russian
revenues from their project credits. The means to thisymeesgould be

the stalling of the Kyoto Protocol ratification. In the third statipe EU,
wanting the Kyoto Protocol to come into force, was expected to have
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given in to the Russian pressure, and to have agreed to chardgsign
of the Linking Directive in a flexible direction. The hypottsesias
formulated as follows:

H4: The external context hypothesiShe Linking
Directive became more flexible due to external
influence from the climate regime and its key micro-
level actor Russia.

Now, did this hypothesis and its underlying assumptions find support in
the empirical data presented in this study?

As for the first part of the regime interaction model, it blasady been
demonstrated that the Kyoto Protocol affected Russian preferemce
regards to climate policy (see for instance Bang et al. 2@B&gjause of
the Kyoto Protocol, Russia could anticipate considerable econoinie ga
from emissions trading, and their signature on the Protocolinvése
first place largely caused exactly by expectations of legenues from
guota sales (lbid.: 16).

As for the second stage, in which the Russians were expegbeessure

the EU on the design of the Linking Directive, the pictureess Iclear.
Russia was no doubt in@ositionto pressure the EU. Holding the key
vote on whether or not the Protocol would come into force or not, the
Russians could stall their ratification and at the same tiemand side-
payments — for instance in the form of a flexible Linkingetive. The
Russian position was specifically highlighted in the LinkingeDiive
proposal, in which Russia was the only country mentioned spelgifieal
and several times. According to one observer, the proposalasasly
saying, ‘look, Russia, you'll miss out on all this trading if you doatify

the Protocol. All of these project opportunities will go by you’
(Interviews in Brussels, 11-16 April 2007he EU was basically inviting
the Russians to the negotiating table. The empirical recordalsas
shown that EU delegates talked to the Russians ‘repeatedlyheon
guestion of Kyoto ratification, both during the ETS- and the linking
directive process (lbid.). There was the World Climate Change
Conference in September-October in Moscow, where the EU troika stated
its case for Kyoto ratification; and later on there was rimendtable
discussion on air quality and climate change in Rome in March 2004. The
possibilities for Russian pressure on the EU and the Linkingciwe
were, in other words, numerous.

However, did the Russians actualigizethese opportunities to exert
influence on the Linking Directive? As we have seen, at thetioreed
discussion in Rome the Russians did raise their voice agap@ngahe
number of credits allowed into the EU ETS. And they added some
pressure to their words: the chairman of Russia’'s committeeveardéd

that ‘I cannot see this [Kyoto] agreement being ratified uhél context
changes’ (International Environment Reporter 2004). At first glanc
then, it seems the external hypothesis is strengthened. One cguéd a
that Russia ‘got its way' on the cap — as we know, the finalihgnk
Directive contained no common cap on Jl and CDM credits.
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However, one could equally argue that the Russian role towards the
Linking Directive was more rhetorical than it was reald #hat the lack

of cap actually had nothing to do with Russia. Both negotiatbswere
involved in the process and outside analysts are unanimous inngject
Russian influence on the Linking Directive. The Russians gulathis
card’ in public, they say, but in the real negotiations, ‘theifigpkssue

was not all that important for Russia. There were otherensat/hich
were more important’ (Interviews in Brussels and Oslo, Aprd May
2007). ‘For the Russians, it was all about the World Tradeu@zgtion’,
elaborates one of them (Interviews in Brussels, 11-16 April 2007),
referring to the Russian demand for EU support on the question of WTO
membership.

Confronted with this somewhat conflicting data — some of which
indicates that Russia was putting pressure on the directlesign; some

of which denies that the Russians had any real influence on gutiwhr

— one has to compare and weigh the different accounts up agaafst
other. We are dealing with official government statements paric
‘rhetoric’ on the one side, and first hand interview data on the.dthe

this case, the latter is judged as the more trustworthy. Forabre the
informants reject Russian influence on the directive. Eveutrale
bystanders, informants who would have little to lose from admittiag

the Russians ‘got their way’, seem to claim that the WT@alrdimply
overshadowed other potential trade-offs which could have been made.
Moreover, if the Linking Directive negotiators knew that fthve
Russians, it was really ‘all about the WTO’, and that the Rnssivould
come along on the ratification of the Kyoto Protocol as long asdgbey
their support on the WTO membership, there was really no need to throw
in the Linking Directive as part of the deal as well. Ehésctors both
suggest that the Russians didt have an influence on the Linking
Directive and that the external context hypothesis should be eg&ject
There is also a third factor substantiating this interpoetaAs we have
seen, the reference to the entry into force of the Kyoto Ribteas
deleted in the course of the process, making the directive -asit le
formally — independent of Russia and the fate of the Protocothés
rapporteur, Alexander De Roo, commented when the directive was
adopted, ‘this gives the message: We are not waiting for Bxmsident
Putin. We are going ahead with or without you’ (Point Carbon 2004a).
This certainly adds to the impression that the Russianedidave any
influence on the design of the Linking Directive.

Why, then, were the Russians mentioned in the Linking Directive pro
posal as the sole country, and several times? Clearly, dsieaweflection

of the EU’s desire to push through a Russian ratification of tymd
Protocol. The Europeans took numerous initiatives on this subjedt,
there are even indications of a Kyoto Protocol-WTO trade-atfivdsen
Russia and the EU. There are, however, meagre indication&ydta-
Linking Directive trade-off between the parties.

Preliminary conclusion on the external context hypothesis

In spite of some conflicting data, then, we interpret the eogbirecord
to provide little support for our external context hypothesis. Inisinas
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been made plausible that Russia did not have an influence on the desig
of the Linking Directive. Different informants, also the ondsowvould

have little to ‘lose’ from admitting that Russia ‘got itgy’, have all
denied such a connection. In addition, the reference to the entry irto forc
of the Kyoto Protocol was eventually deleted in the directive teading

it essentially independent of Russia. This does not strentitbeaxternal
context hypothesis.

That said, it is still premature to deny that Oberthir and Gehniagime
interaction theonas suchis without relevance in the case of the Linking
Directive. There is much to suggest that a certain extgressuralid

play a part in the decision-making process — though a differedtdt
pressure than the one suggested by our hypothesis. The empicmal

has repeatedly shown how significant the aspects of time pressuteeand t
regard for ‘bigger things’ were in the course of the procesadtlition to

the time pressure factors stemming fravithin the EU (the EU ETS
kick-off date in January 2005, the Parliament elections coming Mayn
2004, the soon-to-come EU enlargement), there was external pressure
from the Kyoto Protocol. After all, the Kyoto Protocol was teason
why the idea of the project mechanisms and the Linking Dieectame
about in the first place. And with the US absent and the Russtialling
their ratification, there was a certain demand for the EUntovée
forward’ and set an example for the international community. As one
Linking Directive negotiator commentedye wanted to show to the
outside world that ‘look, we are Kyoto ready, we are moving ahead”
(Interviews in Brussels, 11-16 April 2007). To show this, the ET
Directive was steered through on a fast track — and thergrRirective

on an even faster one. And with the pace of the process, thesmay

not room for stiff-necked positions and ‘obsessive demands for
restrictions’(lbid.). Instead, the directive would have to be Member State
friendly and easy to pass. ‘Since the US was out of the ghmé&U had
become ‘the flagship’ on climate policy — and a flagship withiet
Linking Directive was simply not a flagship’, as one analyst puibiitl ().

All this suggests a different kind of regime interactiban the one that
was sketched out in figure 2, section 2.&3uggests that rather than the
Kyoto Protocol influencing Russia and in turn the EU, there wesspre
going directly from the Protocol to the EU — pressure to mowdrd
and to show leadership on the international climate stage.iffhign
meant that there was a need for a swift start with tixébfeemechanisms
and a swift adoption of a Linking Directive. The line of reasgns
illustrated in figure 4,showing a possible revision of the regime
interaction model for the Linking Directive case.

Of course, this report does not provide enough data to robustly support
(or reject) the above-shown model, as it did not sketch out a hymothesi
demanding such data to be gathered. Consequently, the model and its
causal suggestions will be left unexamined in this report)aia for

others to pursue in later studies. It can be noted, though, thatta-Ky
induced directive witmo influence from the international climate regime
seems highly improbable. Perhaps our external context hypothesis would
have stood stronger when facing the test of the empigcakd, if it had

been formulated in accordance with the above model.
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Figure 4  Possible revision of the regime interaction modebf the
Linking Directive case.

Source regime: Kyoto Protocol Target regime: Linking Directive
- Rules, norms, decisions - Rules, norms, decisions

Micro-level actor: EU
need for progress, need to move forward,
need for a swift start with the flexible mechanésm
need for flexible and easy-to-pass Linking Direeti

Having dealt with each hypothesis separately, we will nowegaddo
conduct a joint evaluation of all the hypotheses. The aim is &rdete
whether there have been instances of interrelations in betieen
different explanatory factors. After this, we will summarize our figdi

4.2 Joint Evaluation of the Hypotheses

This section provides a synthesized and somewhat more ‘Hotintit-
ysis of the empirical record. Instead of dealing with each Ingsid
separately, we evaluate possible interrelations in betweediffieeent
independent variables. In doing this, we shall temporarily put oae thr
explanatory perspectives aside, and with them, any theoretical rslinde
which might have been steering our analysis thus far. Ratherhalle s
look at whether there might have been instancéstefrelations,or co-
influence, in between the different actors and different institutions
involved in the Linking Directive process. Could it be that thenMer
States and the supranational institutions in any way worked togethe
produce the Linking Directive outcome? Or could it be that grogpirig
Member States worked together with, for instance, groupingsriitie
Commission?

The point of departure for this joint analysis is the conoéptinning
coalitions In mathematical or game theoretical studies, a ‘winning-coal
tion’ signifies a group of players who come together to aehia
common goal, and who by this increases its numerical votinghtve
that it can ‘get its way’ in the decision-making process (soAfeerican
Mathematical Society 2007). In this study, however, we shalhlsyf
influential coalitions — a term which will bear a somewhat less
guantitative meaning than the term used in game theory, nanmgtyup

of players who, having identified a common ground are capable ofacti
together towards a common goal, and who by this succeeds @éasimy
its influence in the decision-making procé&ssdence, an influential
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coalition consists of different actors or institutions whichtloy support

of common interests and common goals, manage to increase their
influence in the process of negotiation. The reader should note tlzewe
not using the term ‘coalition’ in the sense that the partiesssaoly
joined together and actively coordinated their policies and positi
Rather, the terms denotes instances of increased negotiatingtistdue

to knowledge of common interests. Simply by knowing that tney have
fellow partisans in other institutions, each actor is stresrgtd in its
individual ability to put a mark on the process.

So, did any influential coalitions arise in the course of ltheing
Directive process? The empirical record gives sevedameles. | will
present them briefly in the following passages.

4.2.1 The Council and the DG Enterprise — An Influential Coalition

First of all, it seems that the Couritiand the DG Enterprise enjoyed
somewhat mutual interests throughout the process. In the second phase
in the wake of the leakage, the reactions from many of the MenditessS

and the DG Enterprise were to a large extent congruent. Batpsca
wanted more flexibility to the industry, both in terms of tharmuative

and the qualitative provisions (Interviews in Brussels, 11-16l 2p07).

In the intra-Commission battle which followed the leakabe, support

from the Member States certainly strengthened the DG (iigels
position against that of the DG Environment (lbid.). As such, the Member
State preferences contributed to the DG Enterprise’'seinfle in pushing

the directive in a more flexible direction. At the same f{ithe know-
ledge that the DG Enterprise had gained ground in these Bidigés of

the process, must have given the Member States confidencthéirat
demands would be heard in the up-coming negotiations. Together, then,
the Member States and the DG Enterprise stood stronger thawahé

have done separately. Although they did not ‘come together’ and join
forces formally, they did work to achieve a common goal, anthisy

they certainly increased each other’s influence on theihgnirective
process. Thus, the Member States and the DG Enterprise codstitute
influential coalition.

4.2.2 The Parliament and the DG Environment — A Somewhat Influential
Coalition

On the other side of the preference spectrum, there seehavée been
another coalition; one in between the Parliament and the DGdanvir
ment. As with the Member States-DG Enterprise coalitiongtpesties’
mutual stance was reflected in leakage ordeal: the leakéidwdra the
work of DG Environment people who ‘hated the project mechanisms, just
like they had hated them during the Kyoto negotiations’ (Intervigw
Brussels, 11-16 April 2007); and likewise, the Parliament had been
working for strict restrictions ever since the Kyoto nedimuties. Now, we
know that neither the Parliament nor the DG Environment wekngm
the more successful players in pushing through their interests BGhe
Environment lost the battle over the leakage, and the Parliagave in

on quite a few issues later on in the process. On their own, ttiese
were actors without tremendous effect on the process. Howtegether
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it seems that thego-influencedand increased their say on the directive.
As we know, the Parliament’s rapporteur De Roo and the DG ERviron
ment representatives had frequent contact in the trialogudinggee
throughout the winter and spring in 2004. Their common interests cannot
but have helped the Parliament in getting a stronger say in dlocegsr
(Ibid.). The little curbing effect which we in the preliminaapalysis
ascribed to the Parliament can thus partly be ascribed to thenbam
influential coalition between the Parliament and the DG Environment.

4.2.3 The Parliament and the German Group — An Influential Coalition

A stronger coalition, and perhaps a better explanation of thierfant’s
achievements in curbing the Linking Directive change, is foumnd i
between the Parliament and what we shall term ‘the Gernmaump'gr
within the Council. The group, which primarily consisted of Germany
and the Netherlands, had congruent preferences with the Patiame
two issues: it argued in favour of a cap, whereas most otherriesunt
were against any cap at all (Council of the European Union 2004b,
2003c) — a position which certainly was close to the Parliambatst.
Second, on the issue of the hydro provision, the group was joined by
Sweden, and demanded stricter wording and compliance with the World
Commission on Dams (Council of the European Union 2004a). This was
also a position with which the Parliament could easily syhpat The
issue of the cap soon turned out to be a lost battle (&ctexfl by De
Roo’s compromise suggestion), but on the hydro issue, there wakoa lot
be gained from standing together. The German group did not have a
majority to back its hydro demand, but with fellow partisans in the Parlia-
ment, their argument certainly stood stronger (Interviews us$is, 11-

16 April 2007). Likewise, the Parliament was more likely to hawecess

in pushing through its strict hydro demands knowing that thereawas
certain support in the Council (Ibid.). And in the end, as we know, the
hydro provision ended up being the one single provision which actually
became more restrictive in the final directive. The Pawdiat and the
German group can thus be categorized as an influential coalition.

All'in all, then, this joint evaluation has shown that the LinKigective
process not only was marked by single actors or sepasdititions. It
was also marked by coalitions: separate actors and if@tguivhich, by
knowing that they had common interests, increased their chances of
influencing on the design of the directive. We have found threencesa
of influential coalitions: the Member States and the DG fpnte, the
Parliament and the DG Environment, and finally, the Parliamenthrend
‘German group’ in the Council. These actors did not necessatilyelc
join together in coalitions in the sense that they coordinatsd policies
or strategies, but still, these are institutions whose effedhe Linking
Directive design cannot be viewed entirely separate from one another.

4.3 Summary of the Analysis

Having conducted both separate and joint analyses of the hyposietses
out to be evaluated in this study, we can now present a revised and
empirically informed version of the explanatory model for kheking
Directive. The revised model, presented in figure 5, is momprehen-
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sive and more rich in detailed than the model which was sketched ou
figure 3 as part of the analytical framework in section 2.2.4litRés as
we know, usually more complex than what initial theoretical nsodel
indicate.

Figure 5  Empirically informed explanatory model for the Linking
Directive.

Brief explanation of the model: The thickness of the arrows in the above shown
model reflects the relative influence of the indegent variables: the thicker the
arrow, the more important the independent variaids found to be. A plus or
minus sign reflects the direction of influence plas means that the particular
variable contributed to changing the Linking Diieet in a moreflexible
direction, while a minus means that the variable &a opposite influence on the
directive.No arrow signifies, of course, that no support has beerrgior that
particular hypothesis. Two-way arrows illustrate tiifferent instances of co-
influence which have been detected in the analyssgances where different
actors and different institutions increased theifluence by the support of
congruent interests. In addition to thissrampled arrowpoints from the climate
regime pressure, indicating that though this fadtas not been sufficiently
examined in this report, fhighthave had a positive effect on rendering the final
directive more flexible.
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Before summarizing the substance of this model, a brief exmlanaf

the model's different elements is on order. First of all, sahehe
study’s independent variables (illustrated as the big boxdwimbdel)
have been divided into sub-divisions (the smaller boxes), simphulse
these sub-divisions have proved to be relevant for explaining the directive
change: the Commission has been specified into the DG Entegpiise
the DG Environment, and from the Member States the ‘German group’
has been taken out as a separate sub-group. Moreover, theve-aray
arrows in between some of the independent variables, illustrétang
different instances of co-influence which have been detected in the
analysis: the coalition between the Member States and the DG Eksgerpr
the coalition between the Parliament and the DG Environmentthend
coalition between the Parliament and the German group. Caugaisar
are pointing from the different independent variables towardsttity’'s
dependent variable, the Linking Directive. These arrows ateflbe
relative importance of the variables: the thicker the artbe more im-
portant this independent variable has proved to be. A plus gjgifies

that the variable contributed to changing the Linking Directive flex-

ible direction, while a minus sign means that the variabtethis model

the Parliament influence — contributed in the opposite direcTioa.lack

of arrow pointing from the Russia variable signifies, of coutsat ho
support has been given for this particular hypothesis. In additidnisto t
the reader will notice that an additional element has besuded in the
model as compared to the one sketched out in section 2.2.4: the climate
regime’s pressure on the EU to move forward. This is theasoe
suggested as a possible alternative to the Russia scerpécted at the
outset of this study. Arumpled arrowis moving from this factor to-
wards the dependent variable, signifying that a causal relaipmsth

the Linking Directive has not been firmly establishedhiis report, and

that it should be further investigated in later studies.

So, what is figure 5 actually telling us about the Linking Divecpro-
cess? The report has found that the intergovernmentalist piarepeca
fruitful approach to explaining the Linking Directive changeheT
Member States were the big victors in the Linking Directive proctessy:
were no doubt the ones with the most impact on the final directive text, as
is also indicated in figure 5. However, the perspective is ird rafe
significant revisions when it comes to the role of supranatiorsditu-
tions. The Member States were far from ‘controlling’ the supiramal
institutions, as the theory would have it — the Commission launched a
proposal to which the Member States had several reservationtheand
Parliament had its own, more restrictive position throughouptbeess.

Still, the Member States managed to get most of their wifireugh in

the end, a fact supporting the overall core of the intergovernrsntal
perspective: the deciding power rests with the state.

The institutionalist- and multi-level governance perspective, whibgre
nizes that supranational institutions can play an importantipagU
policy-making, has, on its side, been given some support by this report.
The Commission put its mark on the directive via the DG [pnss
during the initial stages of the process, while the Padignon the other
hand, managed to some extentdarb the change in the directive.
Probably, the directive design would have become more flexiblethad i
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not been for the position taken by rapporteur De Roo and the Parliament.
Thus both institutions had some independent impact on the prddess
significance of these institutions should, however, not be seennas
pletely isolated. They both enjoyed significant backup from otistitul-

tions: the DG Enterprise took part in an influential coalitioithvthe
majority in the Council; and the Parliament was part obalition with

both the DG Environment and the ‘German group’ in the Council. These
instances of co-influence in between the different actors impartant

part of explaining the Linking Directive process: The MembtateS
influence throughout all of the process, and the Commission’s intfue

in the beginning of the process, would probably have been sigtifica
weaker had they not both enjoyed a certain backup from one another.
And similarly, the Parliament’s influence on the process hatghly

been more meagre, had it not been for the support in the DG Environment
and the Council’'s German group.

As for the report’s last hypothesis, the external context hypothbsss

has been given little support. Based on 1) the harmonious testinednies
all of the interviewees on this issue, 2) the fact that thendigmee on the
Kyoto Protocol was removed from the proposal text in the courdeeof t
process, and 3) the fact that there was little reason to putinking
Directive on the line in a negotiation so highly revolving aroural th
WTO question, we have found it to be most plausible that Rd&bizot

have any real influence on the directive’s design. This does\leywnot
mean that the study has rejected Oberthir and Gehring’s regime
interaction model as such. There is much to suggest that theairdeat
climate regime had an impact, not via Russia, but directlyhenBU
system, pushing it to move forward and show leadership on climate
policy. As mentioned, this scenario seems plausible, but it has aot be
sufficiently examined in this report (as indicatedtbg crumpled arrow

in figure 5). It is left to pursue in later studies.
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5 Conclusion and implications

This report has asked the questitm:what way did the design of the
Linking Directive change, and how can this change be explaiiéd?
have explored three different theoretical perspectives, andedoasis of
these, we have launched four explanatory hypoth@bdesMember State
hypothesisborn out of the intergovernmentalist perspective, stated that
the Linking Directive became more flexible because MembateSt
changed their preferences in the course of the pro¢assParliament
hypothesis derived from institutionalist and multi-level governance
theory, stated that the Linking Directive became moreitflexdue to
influence from the Parliament, whithe Commission hypothesialso
derived from institutionalist and multi-level governance theasgumed
that the Linking Directive ended up more flexible due to influeinom

the Commission. Finallythe external context hypothesibased on
regime theory and Oberthir and Gehring’s (2006) model of regime
interaction, assumed that the Linking Directive ended up more litexib
due to external influence from the climate regime and yskiero-level
actor Russia.

The report has scrutinized the empirical record from thsecloack-
ground of the initial proposal and up to the final directive. Weeha
sought to ‘reconstruct’ the Linking Directive’s decision-nmakiprocess,
based on the triangular support of empirical data, theoretis@ht, as
well as interpretation and historical criticism. The ovéngdaim has
been to establish which of the three explanatory approachestsdmm
the most rewarding when trying to explain why the Linking QDivec
changed the way it did.

In this concluding chapter, we first briefly sum up the main eogli

findings of the report, before discussing possible theotetigdications

of these. Finally, we discuss the methodological and theoreticates

taken, and point to ways in which the analytical framework cded
expanded or improved in later studies.

5.1 Summary and Main Findings

To sum up the Linking Directive process with few words, one could de
scribe it as a remarkably swift process, dealing with rieaimy difficult
issues. This is the paradox which has been scrutinized iretist. The

fact that the directive was passed in spite of the conspvearose, must
partly be ascribed to the combination of strong Member Stafierenees

on the one hand, and the positions taken by the Commission, and above
all the Parliament, on the other. Due to a seemingly strong sétisee
pressure, the Parliament was willing to go easy on its dennamdder to

get the directive passed. As we remember, there was tBesEirting

date approaching, the Parliamentary elections, and the EU expansion. The
Kyoto Protocol and the international climate regime probaldy put a
certain amount of pressure on the process. Under such conditiens, th
Parliament only to a small degree managed to hold on tpoliscal
claims, and the Commission, after having put its mark on the gwoce
with the launch of the directive, chose to take a more ftattilg than
actually outcome-altering role. Both institutions seemed to piderthe
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aim of reaching a political agreement — even if this meanhgjiin to
Member States’ preferences.

So where does this leave us with regard to the three expiarep-
proaches set out at the outset of this study? It has, wighdatibt, been
the approach rooted in intergovernmentalist theory which has proved t
be the most rewarding, in that it accounts for most of what hagp&me
almost all of the Linking Directive’s sub-dimensions, the Mentberte
majority’s preferences prevailed. However, the fact was ast our
hypothesis would have it, that Member Statkangedtheir positions in

the course of the process, nor was it the situation thaCdmemission
and the Parliament only reflected Member State preferenctdserRthe
Commission proposal was not matching with Member State preéerenc
in the first place. Moreover, both the Commission and the Patfiam
played independent roles in the process. In the end, then, we are con-
fronted with an interesting situation: the empirical dadainly supports
the overall core of the intergovernmentalist perspective — béerBtate
preferences were important drivers in the Linking Directivac@ss — but

at the same time, the perspective’s underlying assumptiomg aeutral
supranational institutions are not supported by the Linking Dieect
study.

As for the explanatory approach derived from the institutionadist
multi-level governance theory, this has only been given some suppor
this study. The Commission — or, more precisely, the DG Enterprise
was important in the initial stages of the process, and managed,
having battled with the DG Environment, to render the official prapos
more flexible in its design. In the later stages of the psydesvever, the
Commission and its sub-divisions seem to have played a more accom-
modating and facilitating role, without actually putting an outeom
altering mark on the process. All in all, then, ostynesupport is given

to the Commission hypothesis. The Parliament hypothesis, on the other
hand, has been granted no support in this study — the reason being simply
that the Parliament pushed for a moestrictive directive rather than a
more flexible one. This is a question of how the hypothesis wasufor
lated. As we remember, we expected the Parliament’'s infuenieflect

the dominance of centre-right MEPs. However, there was asomgo
believe that the Parliament’s influence could take an opposkgetidin,
reflecting the Parliament’s traditional ‘green’ stanceBEld politics. It
seems we assumed wrongly in this study. That said, even in thef@uest

a more restrictive directive, the Parliament’s success med consider-
able: it adjusted to the Council position on quite a few issuesoPthe
reason for this permissiveness was certainly the aforeonetitime
pressure. Also, the fact that the Parliament would need an absolute major-
ity to change the directive if it should go on to a second reawdirtginly

gives an extra incentive for the Parliament to try tolleatagreement in

the first round. In addition to these factors, the study has algesegl

that the Parliament’'s influence on the Linking Directive eetf its
traditional position as an underdog as compared to the upper house, i.e.
the Council. True, the Parliament has increasingly been givesidtyge
powers, as with the introduction of the co-decision procedure hbte t
might still be a lack of experience and a sense of submissss in the
institution, even if it — on paper — functions as an equal co-dewitler

the Council.
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Finally, we have found little to support the hypothesis derived from
Oberthir and Gehring’'s regime interaction theory. This does, howeve
not mean that the interaction model as such has been reje¢dttad.deen
suggested that a certain external presdidelay a part in the decision-
making process — however a different kind of pressure tharorbe
suggested by our hypothesis. There seems to have been pressukefrom t
Kyoto Protocol, not via Russia, but directly on the EU, callinghenEU

to ‘move forward’ and to show political leadership on the ma&onal
climate stage. Such a scenario has not been examined suffidiettis
report, but it certainly seems plausible, considering that thetoK
Protocol was the reason why the idea of the project mechsugisththe
Linking Directive came about in the first place.

To sum up, then, this study has shown that when treating the three
explanatory approaches as competing alternatives, the Memaier St
approach no doubt seems to carry the most weight. However, edl thr
approaches have proved to have something to contribute to the overall
understanding of the process. The institutional and multi-leveérge

ance perspective has been given some support, and the regiraetion
model has shown itself as a probably useful framework for udelisg

how external, international factors influence on EU internal polic
making, even if the regime hypothesis as we formulateddiindt gain
support. This points to theomplementarynature of the theoretical
perspectives applied in this report, as well as to the nudtiéa nature of

EU politics: single actors or single explanatory perspestiieenot alone
explain EU policy-making — the combination of different actors and
different perspectives do.

However, this study has not only reflected the complementaritheof
theoretical perspectives, it has also suggested explanatevoss the

three presented approaches. We have found three instances ofavhat w
termed ‘influential coalitions’ — different actors from di#ait levels of
influence which, having identified a common ground, managed to gain
influence in the Linking Directive process. The Member Statas the

DG Enterprise had congruent interests in working for a mosebfée
directive, and with this, they strengthened each other’s positiothe
course of the process. The Parliament and the DG Environmetiteon
other hand, had congruent interests in working for a more restrante,

as did also the Parliament and the ‘German group’ in the Coutsd.
these actors increased their influence on the process by knowirigaha

had common goals. Thus, the independent variables in this study — and
the theoretical perspectives from which they are derived € netbe

seen only as alternatives or as complements to one another.arhalsc

be seen as potentially intertwined or integrated explanatory approaches

5.2 Theoretical Implications

One should, of course, be careful before trying to infer any denera
lessons from a single case study like this one. Studies addretitf
decision-making processes might very well come up with eytiliffier-

ent conclusions as to what the important explanatory factorsnaae
particular process. That said, the findings of this repdetaigbart of the

total picture — part of how EU policy-making is chiselled out — asid a
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such, they contribute to the empirical basis on which politicarig®are
founded. So, how do the findings of this report relate to and comtribut
existing theoretical debates within Political Science?

First of all, the study has indicated that the EU Member Statey still

be more important as explanatory factors in decision-makiogepses

than much recent research would have it. A long list of sch(daesfor
instance Egeberg 2005; Hooghe and Marks 2001; Garrett and Tsebelis
1996; Matlary 1995; Carlsnees et al. 2004) have upheld the notion that EU
policy-making has been taken out of the hands of the nation-stades a
into supranational actors such as the Commission and the European
Parliament. This report no doubt challenges this view. By acajuhe
Linking Directive process, the Member State preferencegirue to
stand tall in the EU system — a reminder which should not teared

when considering theoretical framework in future EU policy studies.

Second, the study has demonstrated phegsureon a political system —
even on one as big as the EU — gaald results. As we have seen, the
political pregnancy of the Linking Directive was surprisinglyift — nine
months was all it took from the Commission proposed the dieedativ
July 2003 till it was approved by the Parliament. This igraarkably
short time in the context of EU decision-making. It seeneylikhat this
‘effectiveness’ in the decision-making had to do with the timegue
involved, both internally within the EU, but seemingly also frtme
outside, with the Kyoto Protocol and the international climatémeg
demanding progress and leadership from the EU. As one bystander
described the process:

it [the Linking Directive] could easily have gone & second
reading — perhaps even to conciliation — had it bextn for the
great consensus on the bigger issue at stake. lirhate change
was seen as an important political subject byaalt the EU was
in a hurry to move forward. It wanted to get theissions trading
scheme and the link to the project mechanisms apranning —
and it wanted it done as quickly as possible (ingsvs in

Brussels, 11-16 April 2007).

Similarly, we also remember the negotiator commenting alh@upto-
cess thatwe wanted to show to the outside world that ‘look, we are
Kyoto ready, we are moving aheadlbid.). The understanding that this
was about ‘bigger things’, that it was about global problemglzaidone
needed to move quickly forward, could not but have helped speeding up
the process. Again, this calls for a more thorough study of then@te
tional climate regime’s influence on the EU policy-making. Hexten-

sive is this regime’s influence on decision-making in the H&%,
generally speaking, easier to get difficult political isssteered through

the EU system on a fast track if only there is enough regmessure on

the political system? The Linking Directive process seemsdicate this

— but other case studies are needed to complement or coreect th
impression.

Finally, one should take notice that the findings of this studgctthe
complexity and multifaceted character of EU decision-makig.dae,
the study has demonstrated the complementarity of the applied thdoretica
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perspectives: all three approaches have had something tdotentn
explaining the Linking Directive process. Second, the study s al
pointed to the intertwinement and the co-influence of the different
independent variables evaluated. Actors which initially viboeight to
‘pertain’ to different theoretical perspectives worked tbgetand co-
influenced to produce the final outcome of the process. This could not
have been foreseen if one had treated the applied theoriegicig r
competing with one another. Explanatory models for EU policy-making
should strive to encapsulate the intricate and cross-levatenaf the

field of study.

5.3 Methodological and Theoretical Improvements of the
Study

In these final passages of the report, we take a stepabpackonsider the
research design of the study. We discuss both the methodological and
theoretical choices taken, and point to ways in which the acallyti
framework could be expanded or improved. We start with looking at
some of the methodological challenges this study has faced.

In any kind of scientific research, the questions of whether lase
collected sufficient and good empirical data will surely pop up and
trouble the researcher at some point or another. As fdiirgteof these
predicaments — the question of sufficient data — | would arguehba
findings of this report rest on a broad empirical basis. Bothwiiiteen
data and the interview data have been gathered from a wide it
sources, and it has been ensured that different viewpoints have been
heard. That said, there will always be room for more informationllydea
one should keep searching for answers until there are no newrarnewe
be found. Practically and pragmatically, however, such an ideai-is
possible to live up to in any scientific quest — much less within
practical limits of this report. Thus, there is no absolute guarardethth
findings of this study will stand unchallenged. New informatiaghtn
nuance or even revise the overall picture presented hereiTlagre the
potential crudity — as well as the beauty — of scientiéigearch. With
time, new discoveries, new information and new interpretatioms ca
correct established conceptions and, by this, contribute to anmeve
solid basis of knowledge.

As for the second question — on whether one has collgaeddata —
also here, | would argue that the study stands relativangiir. Seven
in-depth interviews with key actors in the decision-making probase
provided the basis for a profound and rich description of what happened
during the Linking Directive process. Moreover, giving eaclorimiint
the opportunity to double-check their answers and to give extra dmput
the manuscript has significantly strengthened the validity ofitia. Of
course, one could argue that ideally, every source of infamatiould
be available for the reader to verify, i.e. that anonymousvieig data
should be avoided. But again, this is a mantra with little jmact
resonance, at least in the social sciences. When dealimgpeaple, with
their thoughts and their relations to one another, it is difficultollect
data without having to promise some kind of discretion. Moreaséng
open and verifiable data does not necessarily mean one isgosidgnd
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valid data. To the contrary, demanding full openness from the respond-
ents in this study probably would have reduced the quality of the inter-
view data. Many respondents would not have been as candideer fre
spoken if they had known that their statements would be traceabieto
names. True, the subject at matter has not been among theansisive

(it does not require very personal or intimate information),skillit what

was being discussed during the interviews were issudmeta power
relations and to some extent personal careers. Hence, it hasngeen
judgement that this study would have to base its analysis pantly
anonymous interview data. For this, the study surely pays sonte|ss
gains some.

What about the theoretical choices taken in this study? What could be
done differently in order to improve the theoretical framewdkiues-
tion worthy of consideration in this regard, is whether one shoukdl ta
account of possible linkages between the Linking Directivega®and
the preceding ET Directive process, which ended with the ETciDiee
being adopted in 2003. The Linking Directive can certainly bedteas

a separate decision-making process standing on its own feet, lasemas
done in this report, but it can also be seen as a procedsgdiatthe
preceding ET Directive. After all, the Linking Directive svanamend-
ment to the ET Directive, and with this formal connection, it seem
reasonable to assume that there might also have been czmal
connections at work between the two, i.e. that there was i famtrela-
tion between the first and the second course of action. Comgjderihe
closeness in time and (ii) the issue-linkages between theitwaesses
(the similar issues at stake), the former process migfytwell have had
an impact on the latter. For instance, it might be the cas¢hindosing
actors’ of the ET process were expecting some kind of ‘pay-blackg

the Linking Directive process. More specifically, perhiape Member
States, feeling pressured and hassled by the ETS, now demandéakra ‘tit
tat’, arguing that at least, emission targets should be réaheheaply
as possible with a flexible Linking Directive. A similandi of reasoning
assumes that the reason why the Commission operated in a somewhat
facilitating, ‘laissez-faire’ manner in the last stagefs the Linking
Directive process, was simply that it had taken a vemwecand
‘entrepreneurial’ role during the foregoing making of the E&S i6
shown by Wettestad 2005), and that it realized that now wasntletdi
‘loosen the grip’. Of course, these lines of reasoning remaiy onl
speculations and hypotheses in this context, as they have natdraen
inized in this report. However, thapight shed additional explanatory
light on why the different actors in the Linking Directive dgdrsuch
different degrees of influence. Hence, in future studies, sébadgTS
and the Linking Directive not as separate, but as relatedesoaf@ction,
might both be a nuancing and interesting analytical approach.

The report also invites alternative theoretical approadhas the ones
which have been applied here. Perhaps Graham Allison’s (198 thr
approaches to analyzing decision-making could be useful? Perhaps a
diffusion perspective, or even the insights from traditionalcstral
realism could prove to be relevant explanatory tools? Evéminwihe
applied theoretical framework, there are possibilities fggidig both
wider and deeper. All three theoretical perspectives coale been
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expanded: for one, we have not included a thorough review of the
domestic political games in the Member States, an approach wbidd

have constituted a more in-depth application of Moravcsik's yhebr
liberal intergovernmentalism. A closer study of the keyirging states’
could have been interesting, not least to investigate whethegduezn-
mentalist theory holds also on the level of domestic pdliames. The
application of multi-level governance theory could also haven bee
broadened, including a close-up study of NGOs, businesses’ or lobbyists’
possible impact on the process. The same can be said for the regim
interaction model of Oberthir and Gehring. Within this model, it would
have been possible to include other key actors than the one inciuded i
this study. Russia seemed, at the outset, to be an intuitivelytanpor
actor, but what about other countries which might have had irgdrest
the Linking Directive, such as other Eastern European countriean,Jap
or developing countries? The role and potential impact of theses das

not been scrutinized in this study, and with that, there are coabklide
possibilities for further studies on the Linking Directive.

Notes

1 JI credits stem for emission reducing projectstramsition countries, i.e.
Eastern Europe, while CDM credits stem from prgjéntdeveloping countries.
More precisely, the JI covers emissions-reductioojgets developed between
different Annex | countries (the 36 industrializeduntries listed in Annex | of
the UN Climate Convention), and the CDM covers siniss-reduction projects
developed in non-Annex | parties (in this conteasibally meaning low-cost,
developing countries).

2 For supplementary information on the critical s@ragainst linking the EU
ETS with the project mechanisms, see for instantbmale Action Network
Europe et al. (2003a; 2003b).

% An ‘indirect link’ between the EU ETS and the maj mechanisms existed also
without the Linking Directive coming into place: khber States could still
engage in JI and CDM projects, or authorise a |legdity to do so — but the
credits would have to be bought and used bygivernmentdo comply with
their Kyoto targets. In turn, this could resultnore generous allocations to the
entities covered by the ETS. With a direct linkwewer, EU installations could
invest and use the project credits themselvesyderato comply with their EU
targets, thereby creating a whole new market foMCahd JI (confer Lefevere
2005: 128).

* See for instance Egeberg (2005), Hooghe and MER®1), Garrett and
Tsebelis (1996), Matlary (1995) and Carlsnees €2aD4).

® For a brief summary of the report’s main findingse the abstract presented in
the beginning of the report.

® Though Krasner's is generally cited as a consedsfisition, it is still disuted,
and a number of alternative definitions have besstiated. For a brief discus-
ion of the dispute and alternative regime defimgiosee Levy et al. (1995).

" For a broader discussion on the similarities affédrénces between EU poliies
and international regimes, see for instance Skjseesed Wettestad (2002).
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8 The formal procedure from the initial proposaltagthe final directive will, as
mentioned, be elaborated more in the next secfidmochapter, section 2.1.2.

° A carbon sink is a reservoir that can absorb quester carbon dioxide from
the atmosphere. Forests are the most common forsmkf besides soils, peat,
permafrost, oceans, and carbon deposits in the olessgm.

10 31 credits can, according to the Kyoto Protocal é@s implementing proviions,
only be issued from 2008 onwards. As for the CDMdds, on the other hand,
the Kyoto Protocol allows for their ‘prompt starAs a result of this, CDM
credits could, in principle, be issued already fr2@00 onwards (Lefevere 2006:
134).

™ The reader should bear this in mind when lookibghe analysis and its
findings. The study will not judge the initial ntie final directive as strict of
flexible per se- it will only reveal whether they were strictftéxible in relation
to one another. A more appraising discussion oftldrethe final directive was
strict or flexible in terms of environmental policy general, or whether it was
‘good’ or ‘bad’ environmental policy, will remaimtouched in this study.

2 The term ‘Council’ will, throughout this reportefer to the Council of the
European Union (often also termed the Council ofistérs). It should not be
mistaken for the European Council (the meetingheftieads of governments). |
will sometimes use shortenings also when refertantpe European Commission
(simply ‘the Commission’) and the European Parlinh{&he Parliament’).

13 Simple majority in the European Parliament meansgority of the members
taking part in the vote (European Commission 2007a)

14 Since November 2004, the threshold for a qualifregjority in the Council is

set at 232 votes out of 321 (72,27 %). Qualifiedjomiy also requires a
favourable vote from the majority of Member Stafes. at least 13 Member
States). In addition, a Member State may requesfioation that the qualified

majority includes at least 62% of the Union’s tgiapulation. Should this not be
the case, the decision will not be adopted (Eurog&@mmission 2007a).

15 Absolute majority in the European Parliament meamsajority of the mem-
bers who comprise Parliament. In its present camdigon (with 732 MEPSs), the
threshold for an absolute majority is 367 votesr¢fiean Commission 2007a).

16 Multi-level governance is not the name of a sirthleory or a single phenom-
enon, but rather a large body of explanatory apgves emphasizing common
aspects of EU policy-making, namely that decisicatking competencies and
influence is shared at different levels and acdifferent actors. It focuses not
only on formal institutions but also on non-statgoas (such as NGOs and
Industry) and their influence at different levelsgmvernment. However, these
latter forms of actors will remain untouched instetudy.

7 with that, Moravcsik’s intergovernmentalism is dfose analogy to Robert
Putnam’s (1988) two-level games. Putnam’s statesJanus-faced’: on the one
side, they must build coalitions among domestiaugsp on the other side, they
work to satisfy these domestic groups internatignalhere is a simultaneous
play on both levels, and moves on the one are tsufeve an impact on the
other.

18 The term ‘institution’ is multifaceted, and a cepeual clarification is in order.
The usage of the term within this explanatory apphowill be in compliance
with the usage in the literature on European irtgn; it refers to the
supranationabodiesor organizationsof the EU, such as the Commission, the
Parliament and the European Court of Justice. ésdwt refer to more ‘loosely’
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connected conventions or international agreemevtch is the common usage
in regime theory and in this report’s definition fgimes). While the former
understanding refers to a concrete body, a unh wipost-box address, if you
will, the latter understanding does most often moply such a ‘physical’
address.

¥ The European Court of Justice is obviously alsdnaportant supranational
institution within the EU, not least with its alylito enforce legislation (see for
instance Weale et al. 2000). However, | will disrebthe European Court in this
study, simply because prior knowledge on the pcegeals that it did not play
a role in regards to the making of the DirectivéeTCourt is of more interest
when looking at the implementation of the EU enaissi trading regime
(particularly with regards to the National Alloaati Plans, the Court has had an
important role). During the process studied in tkisort, however, the institution
was not relevant, and it is therefore not inclugtethe study.

2 Wayne Sandholtz and John Zysman (1989), for instaargue that ‘leadership
for [the Single European Act] came from outside tiaional settings. [...] It
came from the Commission’ (Ibid.: 98). Janne Hadlafatlary (1995), finds
similar results in her study of European energyicgolSusanne K. Schmidt
(2000) displays cases where the Commission has gedntd manipulate the
Council's default position and change the Membeaitest preferences. Further-
more, Jgrgen Wettestad (2005) demonstrates houwn#éng of the EU emis-
sions trading scheme — to which the Linking Direetivas amended — to a great
extent was a result of the ‘entrepreneurial’ rdeeypd by the Commission (Ibid.:
17).

2 |In this explanatory perspective, we substitute werd ‘institutional’ with
‘regime’ in order to avoid confusion and mixturetlwthe previous explanatory
perspective, the ‘EU institutional approach’. Thikange of term should,
however, be seen merely as a cosmetic change tdahDband Gehring’s work,
not a substantial one.

2 More on the methods of gathering data in sectiBr22f this chapter.

% The termmethodologyrefers to a ‘general approach to research’, wheseas
method is a specific research technique utilized within nzethodology
(Silverman 1993: 1).

% For long it has also been common distinguish sieddquantitative’ from
‘qualitative’ research. As | read these terms, hawethey refer more to the
nature of the data used, than to the general mplusal assumptions of the
research.

% Moses and Knutsen (2007) use the tenaisiralismandconstructivismwhere
| respectfully speak abowmpiricismand interpretivism (Ibid.: 8 ff). In this
report, the terms are treated as coterminous.

% Due to practical difficulties, one of the interwie has been conducted over
phone.

" These transcripts have not been included in therts appendix. This is due
to issues of anonymity, to which we will returndatn this chapter.

% Some of the Council minutes were originally wittin from public access,
but they have been released upon request. Thugeéter should be able to
locate and consult also these sources.

2 |In accordance with the empiricist-interpretistfetiénces, disagreement exists
as to whether interview data in itself can be ‘bdigSilverman 1993: 106-107).
While interpretists see interview data as accowftsthe informants’ own
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perception of reality, and consequently as authearid un-biased by definition
(as long as the informant is talking about whashe/believes is ‘true’, this is
treated as a version of the truth); empiricistaittiaterviews as potential facts
which can be of ‘good’ or ‘bad’ quality, that isalid or not (lbid.: 107). On this

point, my understanding is leaning more to the eicipt camp; viewing the

interview data apotentially true report@bout what actually happened.

% The World Commission on Dams (WCD) was establisigthe World Bank
and the World Conservation Union in 1998. Its maadeas and is to review the
development effectiveness of large dams and to ldeveénternationally
acceptable criteria and standards for large dams.

31 As mentioned in a previous footnote, the questibwhen to allow JI credits

was not an issue, since this mechanism was depeadehe Protocol entering
into force. CDM credits could in principle be alled earlier (confer Freestone
and Streck 2007: 52).

32 The intricate details of the correspondence o$eheumbers can be found in
the Commission’s proposal, which claims that the@escent limit represents

about a quarter of the total emission reductioesBEb has to achieve under the
Kyoto Protocol, whereas the final limit at 8 percenrresponds to one third of
the EU’s target under the Protocol (European Comimis2003: 8).

33 Examples of the many statements and position papethe Linking Directive
can be found in Europia and OGP (2003), Cemburé¢aal. €2003), Union of
Industrial and Employers’ Confederation of Euro®9Q3), Climate Action
Network Europe (2003), Climate Action Network Eugogt al. (2003a; 2003b),
and International Emissions Trading Associatior0@0

% The Working Party on the Environment is one of yn&@ouncil working
parties (for more information on these, see fomgxa Larsson 2003).

% These countries could of course not give any forating support at the time,

since they did not join the EU till May 2004. Hovegythe accession countries
participated in the deliberation process througHimterim committee’, created

to give the countries which were due to join the BUsay in the process
(Fernandez Armenteros and Massai 2005).

% The so-called shadow rapporteurs were Christoplaetes from the Alliance
of Liberals and Democrats for Europe (ALDE), Andétdjkman from the

European People's Party—European Democrats (EPPaBB)David Bowe from
the Party of European Socialists (PES). From thaalists, however, Rolf
Linkohr was in reality more involved than David Bewinterviews in Brussels,
11-16 April 2007). For instance, Linkohr was theftsman on the Linking
proposal opinion from the energy committee.

37 In the draft report, the rapporteur sketches aatiminary thoughts on what

position the Parliament should take in its finaboe. The draft report was,

however, not the first Parliamentary response éo@bmmission’s proposal. De

Roo’s draft report was preceded by a report froenltidustry Committee, issued
on 10 December 2003 (Committee on Industry 200B)s ®ne suggested only

two revisions in the Commission’s proposal: tha tap be set at 8% (as in the
Commission’s proposal), but without the prior rewvierdeal at 6 %; and that

sinks showing a demonstrable reduction in emissisimsuld be allowed (lbid.).

3 At the time of the Linking Directive process, th&, France, Germany and
Italy had ten votes each; Spain had eight votestuBal, the Netherlands,
Greece and Belgium had five; Sweden and Austria foad votes; Denmark,
Finland and Ireland had three votes; and Luxembbadytwo votes. Altogether,
they had 87 votes. A winning coalition would nee? ¥otes. Conversely, a
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minority consisting of 26 votes and more than tiates would be enough to
block a proposal (Midgaard 1999).

% The Commission would monitor the levels of usewéeer, and it might
‘make proposals to harmonize the cap across Merskses’ (Lefevere 2006:
148).

“0 Of course, one can safely argue that ‘influeneei be a matter of quantitative
judgement, just like voting. In this study, howevitre degree of influence will
be judged also on the basis of qualitative, subjedhterpretation.

*1 When speaking of the Council as a ‘unit’ in thisntext, | am, of course,
referring to the majority of the Member States.
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Appendix 1

The Interviewees

Alexander De Roo:
Dutch Parliamentarian, MEP and rapporteur on the Linking Directive at
the time in question.

Christian Egenhofer:
Senior fellow at the Centre for European Policy Studies (CEPS).

Trygve Hallingstad:
Norwegian environment council to the EU during the Linking Directive
process.

Sanjev Kumar:
Lobbyist and Emissions Trading Scheme Coordinator for the WWF
European Policy Office.

Jurgen Lefevere:
Commissioner in the DG Environment during the Linking Directive
process.

Stig Schjglseth:
Analyst at Point Carbon, Oslo.

Michael Wriglesworth:

Consultant/lobbyist for the International Emissions Trading Association
(IETA) during the Linking Directive process. Now senior advisor at the
Centre for European Policy Studies (CEPS).
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Appendix 2

The Interview Sketch

Is it alright for you if | use a tape recorder?

I would like to list your name in an appendix iretthesis, but you wil
be given full anonymity in the sense that nothing gay will be linked
to your name. In addition, you will have the poggibto verify and
double-check any quotations, as well as the maipisas such. Thig
way, you can make sure that | have not misundedlsyoa. Is this ok?

| will start off with some general introductory atimns, and then | wil
proceed to some more specific ones. Please fesltdrénterrupt, and
take your time to think back and remember. Readtslbegin.

Introductory questions:

First of all, how were you yourself involved in the process?

What job or position did you have during the process? Were you
active during the whole decision-making period?

How would you describe the Linking Directive decision-making
process?

What issues invited the most debate?

Questions on the role of the Commission:

During the Kyoto negotiations, the Commission was rather
sceptical towards the project mechanisms. What happened to
make them launch the ETS and the Linking Directive?

How would you describe the role of the Commission during the
Linking Directive process?

Before the official proposal, there was a leak of an unfinished
draft, a draft which seems to have yielded a lot of reactions. Do
you remember this? What happened internally in the Commission
after the leak?

Would you say that the Commission had an influence on the
course of the process, besides being the one drafting the
proposal?

What kind of influence?

Did they come up with any independent proposals, things that
others had not already proposed?

What happened during the trialogue meetings? Approximately
how many such meetings were held? Who were present?

How active was the Commission during these meetings? And in
what way?

Questions on the Parliament:

What was the Parliament position towards the Commission
proposal?

What were the main objections?

What can you tell me about the rapporteur’'s compromise deal
which was proposed in December 20037
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How would you describe the role of the rapporteur?

What happened during the trialogue meetings?

It seems the Parliament had to compromise on a lot of issues.
Why did they not have more success in holding on to their
claims?

Why did the Parliament not wait for the next parliamentary
period and take the time to get a better deal? Why the hurry to
reach an agreement?

Questions on the Member States:

Did the Member States have clear positions on the issue of
linking once the proposal was launched?

Did these positions change in the course of the process?

What Member States were the most active?

On what issues?

On what issues did the majority of the Member States get what
they wanted — and on what issues did they lose?

Were there any alliances in the Council?

France and Austria were the only Member states voting against
the final directive — what were their reasons?

Questions on external factors:

Were there talks on the Linking Directive in between the EU and
Russia before, during or after the Linking Directive process?

If so, what was discussed?

Did you yourself have any contact with representatives from
Russia?

There was a lot of talk about how this directive would make a
Russian ratification of the Kyoto Protocol more likely. Did
Russia, with its ‘make it or break it' position in relation to the
Kyoto Protocol, did they have an influence on the decision-
making process?

It has been said the Russians held EU ‘ransom’ on the issue of
Kyoto ratification, demanding support for Russian membership
in the WTO. Was the relation between the two of a similar
character on the Linking issue?

Concluding guestions:

In your opinion, what actors were the main drivers in the process,
and who got the most say on the final outcome?

The process was quite quick, wasn't it? It only took nine months
from the initial proposal till the deal was made. Why the pace?
The EU has made something of a u-turn on the flexible
mechanisms. Why is this?

Is there anything you would like to add, something important that
I should have asked about?

Are there other people you think | should talk to, or other sources
| should confer?
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