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ELF Yellow salon: 
Liberal Answers to innovation and growth: Overcoming sustainably the economic crisis 
A seminar organised by the European Liberal Forum with the support of Liberal Future Forum (LZF) and NOVUM, funded by the European Parliament
Vienna, Austria, 29 November 2011
The purpose of the seminar
The recent financial and economic crisis has undermined trust in the market economy and the efficiency and effectiveness of market oriented regulations. Sustainable innovation both in terms of environmental friendly innovations and market oriented support are key elements of the Liberal answers. 
Marijn Bosman, IDI Stichting  reported from an ELDR exercise on energy transition that D66 has carried out jointly with Centerpartiet, Sweden and Liberal Democrats, UK. That exercise was aiming at making energy transition a top liberal priority. The results were drawn from a questionnaire submitted to the ELDR parties and active participation of stakeholders.
The recommendation from the study and a final roundtable in Amsterdam was divided in two sections, one on fundamental liberal principles and one on policy issues related to the topic at hand. 
With respect to the liberal principles, the report noted, inter alia, the justification for major investments for energy transition due to the societal importance and moral obligations, and reminds the leadership that Liberals have to have a positive agenda. With respect to policy issues, the report notes the relevance of efficient and effective markets and the internalisation of external costs.
Referring to the Dutch experience Bosman was wondering why technologies are available and business opportunities obvious, whilst policies and politics are wrong.  She referred to a banker who has participated at the stakeholder roundtable. He has underlined that the market in this domain is distorted as in most cases fossil fuel is subsidised: external costs are not taken into account. Public-Private-Partnership will have to be enhanced to meet environmental goals. 
Another problem is the paradox that, whilst the energy efficiency is overall increasing, the energy consumption increases in parallel. This can be explained by the fact that people use more machines and, for instance, use more heating, or air-conditioning.
At this point, Stefan Gara, CEO of ETA consulting, stepped in. In his contribution he insisted that the just focussing on CO2 emissions is too narrow an approach; societal approaches are needed. The focus on technologies is in his view not enough to ensure that environmental goals are met. With respect to the paradox of parallel increase of energy efficiency and energy consumption shows that the starting point must be the specific need of services and a responsible use of these services. Only thereafter comes the question what technologies are needed to ensure adequate delivery of services. 
Using the example of electro-mobility Gara clarified his view. It is not the technology as such that ensures sustainability, but the limitation of this technology. After 100km, there is a need to refill the batteries for about six hours. This limitation leads to a change of behaviour. The car will be less used for short trips and intermodality becomes a necessary issue.
Daniel Engström, FORES, started from the liberal principle to grant the individuals a maximum of freedom provided that this does not violate the freedom of others. Emissions clearly hurt others. This calls for good governance through taxation and market incentives and disincentives. As Engström puts it: “Our economic success will depend on the industries of the future, not the past”.  
[bookmark: _GoBack]On the Swedish example Engström shows that optimism is at least reasonable when looking at technologies: through the carbon tax, introduced in Sweden in the early 1990s, Sweden has achieved 12% emission reduction, whilst the economy was growing by 50% to date.  The tax the CO2 emissions meets two different goals: it is good for sustainable development and at the same time brings fresh money into the state budgets. This allows for lower taxes on work income.
Trouble is that the major emitters are those who have the strongest influence. The big enterprises have a high advantage over newcomers; a liberal goal is to ensure that start ups are granted at least the same conditions for market access.
This has opened new issue quite relevant to the topic: the political framework conditions. As Ronald J Pohoryles  in his contribution pointed out that indeed some forms of lobbyism are a serious problem. As the major emitters have the strongest influence most European countries allow for a discount price for high energy consumption. As the political scientist Charles Lindblom has shown there is a mutual alignment between the political class and the big enterprises. Lindblom even goes so far to reject to refer to the Western system as democracies and uses instead the term of ‘polyarchy’.  In fact, politics become an expensive business: the clearest case are the United States, where Obama needed 1 billion US-$ to win the presidency. 
Pohoryles proposes to go further by looking at the role of the media: there is mutual alignment not only between politicians and the big enterprises, but mutual alignment of the media with both politics and big business. 
Steve Bradley , Chairman of the Green Liberal Democrats  proposed a Liberal Approach to Sustainability. Starting point is the Liberal principle that individual freedom must coincide with individual responsibility. Liberalism is primarily concerned with the distribution of power within society. Individuals and communities should have maximum freedom to decide and pursue their own priorities as best they can. This requires an ‘agency’ that has the capacity to make meaningful decisions about individual’s situation and to influence their world. The aim is to counteract selfish individualism: a healthy society is vital to individual freedom. Hence, the issue is to find the balance between liberty, equality and community.
Referring to the topic of the event Bradley looked for a definition of sustainability and of growth. Sustainability is the balance between three elements:  economic, social and environmental implications. Growth is the increasing capacity of an economy to satisfy the wants of members of its society. The current system of measuring growth in terms of the GDP is not satisfactory anymore. GDP measures only financial activity, not real growth. If there is no moral linkage the result is that equal merit is given to unproductive or even destructive activities. Furthermore, it promotes unsustainable consumption pattern.
Since Adam Smith the market economy is based on the idea to generate wealth to make other things possible. Economic system was seen as a mechanism to serve higher objectives, or, as the British Liberal John M. Keynes puts it, to serve our non-economic goals. The market is currently just valued for itself; ethics are reduced to measures of wealth and productivity. Restructuring means to come back to the fundamental goals of the efficient market economy.  
A liberal answer to meet the challenges needs some steps: new priorities and measurements; priority setting through taxation; empowerment of the ‘local’; genuine free trade. The latter point refers to a new approach towards global welfare.
The vivid debate centred on economic and political topics:
· In view of the economy the participants agreed that serious investment is needed to re-structure the economy. The economic and financial crisis on the one hand pushes for such a re-structuration process. Huge funds could be mobilised by cheap credits. Infrastructure investments that meet sustainability goals should have access to loans with a low interest rate. When there is enough money to save banks with cheap credits why should this not be possible for achieving sustainability goals, including the increase of employment?
On the other hand, bad politics discourage investors as some politicians claim that in a crisis situation sustainability issues are of lower importance. Furthermore, sustainability issues depend on quite specific situations: When taking transport as an example, taxing the use of cars makes a lot sense to promote public transport. But what about peripheral regions, where public transport is not available?
· Regarding politics and policies, sustainability issues are as well democracy issues: By setting thresholds for the amount of money that can be collected for political purposes from the private sector and in parallel limit the spending the influence of heavy polluters on policies will decrease. Another issue was global fairness. There is a need for a new approach towards global welfare. It should start from restructuring the international rules that benefit Western companies. There needs to be stop for scrambling for land and resources in Africa. Finally, the support for corrupt regimes has to end and the Western countries should seek to empower local people.
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